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Wednesday, November 27, 2013

--- On commencing at 9:27 a.m.

MR. DAVIES:  I think we're ready to begin.  Good morning.  My name is Martin Davies, representing Board Staff.  And with me are Richard Lanni, who is filling in as counsel today for Mike Millar, Nabih Mikhail and Fiona O'Connell.

This is the technical conference for phase 2, the 2014 update of Toronto-Hydro's EB-2012-0064 application for 2012, 2013 and 2014 IRM rate adjustments and ICM rate adders.

The technical conference was ordered by the Board in Procedural order No. 8, issued November 1st, 2013.  It is scheduled to last two days.  It will be transcribed, and we will be using both the hearing room presentation system and WebEx display, which means that those accessing the proceedings remotely should be able to see the documents which we are discussing.

We're going to start at 9:30 a.m. each day, have a break around 11:00, lunch around 12:30, an afternoon break, and try to finish up by no later than 5:00.  Now, the estimates that most people have given would suggest that we may finish sooner than 5:00 today and we possibly may not need to sit tomorrow.

I just note too that, as indicated, Michael Millar is not available today.  Richard Lanni is just sitting in for him.  So if there are any legal matters that need to be raised, perhaps we could do that at the beginning.

And other than that, perhaps we can begin by taking appearances.  Thank you.
Appearances:


MR. CASS:  Thanks, Martin.  Fred Cass and Rob Barris for Toronto Hydro.

MR. BRETT:  Tom Brett for Building Owners and Managers Association.

MR. RUBENSTEIN:  Mark Rubenstein for the School Energy Coalition.

MR. GARNER:  Mark Garner, consultant with VECC.

MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.

MR. FAYE:  Peter Faye for Energy Probe, and with me is David MacIntosh for Energy Probe.

MR. DAVIES:  Thank you.  Are there any preliminary matters?
Preliminary Matters:


MR. CASS:  Martin, I had just wanted to point out that, I think on Monday evening, Toronto Hydro sent out the listing of witness panels.  I hope that everybody has it.

It identifies the areas that the witnesses can address.  It also -- the package also included the CVs of any witnesses for whom CVs had not already previously been filed.

If anyone doesn't have that, please let us know.  We have panel 1, as shown in that little document, here ready.  And I can introduce them and we can get started on panel 1, if that is acceptable.

MR. DAVIES:  If that is acceptable to everyone, then that is what we should probably do.
TORONTO HYDRO ELECTRIC SYSTEM – PANEL 1

Hani Taki


Mike Walker


Gui Paradis


Rob Otal


MR. CASS:  All right.  So on the first panel, I will just quickly introduce the witnesses who are here today.

Starting furthest from me is Hani Taki.  He is supervisor, project planning east.

Next to him is Mike Walker, director, capital investment planning.

Then Gui Paradis, manager, investment planning, capital projects.

And finally, Rob Otal, supervisor, systems risk and reliability.

So the panel is ready for questions.

MR. DAVIES:  Is there anyone who would like to go first?

MR. FAYE:  I think others want to go a little later, Martin, so I am happy to go first if that is okay with you.

MR. DAVIES:  Fine.
Questions by Mr. Faye:

MR. FAYE:  Panel, I am Peter Faye for Energy Probe.  I am not absolutely certain whether I am addressing these questions to the right panel, but if not, you can tell me.

So the first question I have concerns Energy Probe's IR 4, which is in issue 7.  Is that an appropriate issue to be asking you guys about?

MR. PARADIS:  We're here to address the more technical aspects of the issues.  So if there is anything specific related to technical matters that you would like to ask, we could potentially answer.

Alternatively, if it is related to the capital program development or the financial treatment of our program following the decision, that would be more appropriate for panel 3.

MR. FAYE:  Okay.  Well, let me try the question.  I think you are probably going to defer it to 3.

But in the response, part (b), there is words that say:  "Historical estimates applied to segments."  And that phrase appears quite frequently in the response to other intervenors' IRs as well.

And I am just not certain what it means.  I thought that the way your capital budget was worked up in the ICM was a bunch of projects got identified, they all got costed out, you added those all up and came up with a number, and then you applied some percentage to it to reflect what you thought would go in-service in each of the years.  And that became your ICM for the purposes of ICA.

Now, this doesn't sound like that.  This sounds –- "historical estimates applied to segments," are you the right panel to comment on what does "historical estimates" mean?

MR. PARADIS:  Probably not.  It is probably more appropriate for panel 3 to answer this.

MR. FAYE:  Okay.  The next one I wanted to ask you about was our Interrogatory 4, also in issue 7.  And this one says at the bottom:  "Capital planning, 1," so we might be a little closer to the mark on that.

Part (a), your response referred us to Staff 7, and I would actually like you to go to Staff 6, because I think it has more to what I want to ask you about.

This one, my confusion is in the numbers.  Obviously Board Staff didn't understand them either, because they have asked this question.

In one place, the total cost of the 2014 ICM work program is 91 million.  And in another place, the proposed capital spend is 77.86 million.  And some of the 91 million, if you look at your underground segment B1, there is a few projects in there that are noted as incorrectly posted to that table, because they were included in the 2012 evidence.

So that tells me -- or at least I assume from that -- that the money to support those projects would be in the 2013 ISA; is that right?

MR. WALKER:  Sorry, the money, you said, that is in the 2013 ISA is the money for the deferred projects?

MR. FAYE:  No.  These were a few projects that were noted in Schools -- Schools 8 has a table, and in that table there's a few projects that are highlighted by an underlining.

Have you got Schools 8 up there?

MR. WALKER:  Yes.

MR. FAYE:  If you look down that job list, underground rehabilitation of North York 80 M 30 and 80 M 29, you will see over in the notes in reasons that this job was in the 2013 application, but it reappears in the 2014 listing of projects in the B1 segment.  And the note is that this is an error in presentation only and doesn't affect the accuracy of the in-service additions estimated for segment B1.


So going back to the 91 million, this project is in the 91 million, I take it; is that right?


MR. WALKER:  Yes, it is in the 91 million.


MR. FAYE:  Okay.  And the 91 million was used to come up with your 2014 in-service additions; is that right?


MR. WALKER:  Yes, that would be correct.


MR. FAYE:  And the cost of those particular jobs noted this way is also in the 2013 in-service additions.


MR. WALKER:  I think the point is that the in-service amount is a calculated amount based on a total spend.  That spend could vary, depending on the actual outcome of individual jobs.


So as a calculated percentage, I don't think it is that -- it's that reflective of the specific job that was used in the calculation.  I don't know if you know what I mean.


MR. FAYE:  Yes, I follow that.  And let me start back at the 2013 stuff.  The Board ruled on your in-service addition proposal for 2013, and then you calculated rate riders to support that.  And these jobs were in that.  Then some of it gets carried over to 2014, but that was identified as in-service in 2014 for that particular part of the segment, right?


MR. WALKER:  Mm-hmm.


MR. FAYE:  Okay.  And that was done simply by applying some sort of a percentage.  40 percent will get done this year and 30 percent next year.  That's sort of -- that was the way it was done; is that right?


MR. WALKER:  Yes, that's correct.


MR. FAYE:  Okay.  So then these projects that are noted with the underlining, error in presentation only, those were part of the calculation for the 2013 ISA, and some of it, you know, not specific projects, but this was in that total number, some of it was going to slop over into 2014 as a work in progress.  And now we come to the 2014, and these costs for these projects are now once again in the 2014 base number that is going to be used to calculate in-service for 2014.  Am I right there?


[Witness panel confers]


MR. WALKER:  Sorry, I am conferring here.  In actual fact, we believe that those two jobs were not included in the 2013 calculation of ISA.  The presentation error was they were included in the table in the filing, but they were not included in the actual program that was used to do the calculation, and only appear in 2014.


MR. FAYE:  Okay.  So if I recall the 2013 evidence, I should be able to go back and -- do I find them listed in the project definitions?  Many sheets of individual projects, would that circuit in the 2013 evidence, with an estimate against it?


MR. WALKER:  If you give us a moment, we will try and check.


MR. FAYE:  Okay.


MR. CASS:  In order to move things along -- I'm not sure if this would be helpful -- I don't know whether panel 3 can shed any further light on this or, failing that, whether perhaps an undertaking would be the best way, just so that we can move along?  Do you think that would help?


MR. FAYE:  Yes, there is a lot of evidence to paw through.  If you can't find it quickly, then why not an undertaking.  Just direct us to the evidence in 2013 filing that shows these two projects -- that's underground rehabilitation of feeders NY 80 M 30 and 80 M 29 -- and similarly, underground rehabilitation of feeder SCNA 47 M 17, which appears to fall into the same category, appearing in two places.  Point us to the evidence in the 2013 filing where these projects appear and explain, if the cost was included in that estimate for in-service additions, why is it only a presentation error and does not affect the 2014, if it also appears in the 2014 number.


MR. WALKER:  Okay.


MR. DAVIES:  JT3.1.

UNDERTAKING NO. JT3.1:  TO PROVIDE EVIDENCE IN THE 2013 FILING WHERE THE TWO PROJECTS, REHABILITATION OF FEEDERS NY 80 M 30 AND 80 M 29, AND SCNA 47 M 17, APPEAR, AND EXPLAIN WHY, IF THE COST WAS INCLUDED IN THAT ESTIMATE FOR IN-SERVICE ADDITIONS, IT IS ONLY A PRESENTATION ERROR AND DOES NOT AFFECT THE 2014 IF IT ALSO APPEARS IN THE 2014 NUMBER.

MR. FAYE:  Okay.  Back to where we started with this whole thing, and that was with these words that I didn't quite understand.  Looking now at Energy Probe 6, still under issue 7, this one asked you about what I saw as a sort of a departure from the 2013 way of presenting things, where you actually had quite a lot of detailed information on reliability.  I have given you some examples, excerpts from your 2014 evidence.


And the 2014 stuff seems a lot more generalized, a lot more ambiguous.  Instead of saying, for example, that there were 15 primary cable failures on the feeder, the evidence says that poor reliability is partially due to failures of underground assets, including direct buried cable.


So my concern was that the quality of the evidence in the 2014 filing may not be up to the same standard of the 2013 filing.  We asked you, would it be possible for you to give us a little more detail on the projects where reliability is the issue.  So you referred us to SEC Interrogatory 8, but I don't know that Interrogatory 8 adds a lot to the explanation.

Do you have the kind of data that is represented by the four quotes I have put on the front page there?  The number of primary cable failures, multiple major underground primary cable failures that were responsible for 97 percent of customer interruptions?  Do you have that kind of data for all of the projects for 2014?


[Witness panel confers]


MR. WALKER:  In the previous filing, we didn't give details on every project.  We gave it on -- or every job.  We gave it on some of them to illustrate the kind of problems that we see.  And this was the same thing we attempted to do with the table that you mentioned.  I forget the reference here now.  SEC 8?


MR. FAYE:  No, I was –- I'd moved on to another IR, and...


MR. WALKER:  No, sorry, but the table we're referring to was in SEC 8?


MR. FAYE:  Oh, yes, SEC 8 has the table, but it doesn't contain the same level of, you know, how many outages you had on a particular circuit.  Were they cable failures?  Were they transformer failures?  And that, to me, in your 2013 evidence, that is what gave it a lot of credibility, that you actually had data for each of your projects or for most of them.  Some of them did have more ambiguous, generalized justifications, but for most of them you had really solid evidence.


I didn't find that in the 2014, and I wondered if it was that you just didn't put it in, or whether it doesn't exist.


[Witness panel confers]


MR. WALKER:  We do have that data; it does exist.  And this table was intended to illustrate the fact that that underlying data does exist for the jobs that we put forward.


So yes, it does exist.


MR. FAYE:  This table is particular for additional jobs in 2014, right?


MR. TAKI:  The first table in the response to SEC 8 is for additional jobs.  However, there is -- the third table is actually for jobs where there were some new sub jobs, changes to sub jobs, either additional or removals.


So that table also provides specific information in terms of reliability.


MR. FAYE:  Okay.  Let me give you a quick example.  I am on page 5, and this is your revised 2014 job list.  This is in SEC 8 response.


The second paragraph, second section down, added sub job E11582.  And the reason for that addition is that the feeder "continues to experience a high number of underground asset failures."


Well, that sort of raises more questions than it answers.  We don't know what a "high number" means; it would be helpful if it said three or 17.


It doesn't say that it is cable.  It says "underground assets," of which there is plenty of other kinds of assets.  So if it is the cable that needs replacing, it would be helpful if the explanation actually said you had cable failures.  This could be transformer failures, you know, switch failures.


So that is what I was lacking in the 2014 evidence.  Could I ask that you just go through -- without going through the entire project listing for 2014 -- how about go through the listing that you have given back in SEC 8 and just add in what data you might have to distinguish what kind of a failure it is on the underground asset and how often is it occurring.  Just give us a feel for the reliability.


[Witness panel confers]


MR. WALKER:  Yes, we could provide that.


MR. FAYE:  Okay.  Was that a clear enough description, Teresa, for the transcript?


MR. DAVIES:  So that would be JT3.2.
UNDERTAKING NO. JT3.2:  PROVIDE DETAIL ON TYPES AND FREQUENCIES OF FAILURES LISTED IN RESPONSE TO SEC 8.

MR. FAYE:  The next question I have, panel, is -- it stems from Energy Probe 7, but you actually referred us to AMPCO 9.  And this has to do with handwells, so if you could maybe turn up AMPCO 9.


And this one, the handwells being proposed for 2014 have increased quite dramatically from the 2013 filing.  It is interesting to note that there is another 819 of these things have been found.  I wonder if you could just explain -- that's kind of a significant number in the context of the number of handwells there are in totality.  I am wondering how 819 got missed when your entire system was being scanned by this American crew.


MR. CASS:  Peter, sorry, I think that is the next panel, panel 2, handwells.


MR. FAYE:  So I defer to panel 2, then?


MR. CASS:  Yes.


MR. FAYE:  Panel 2 it is.  Okay.


That is all of my questions.  Thanks.


MR. DAVIES:  Thank you, Peter.


Who would like to go next?  Do you want to go next, Tom?


MR. BRETT:  I just have one question.  Maybe while people are marshalling their forces, I could ask my question.

Questions by Mr. Brett:


MR. BRETT:  Sorry.  Just to make sure I understand the method of putting these numbers together here, in your manager's summary, you have at page 14 -- I want to use one category of expenditures as an example here.


Under "underground infrastructure," you show a total, 2014 total CAPEX in-service of $59.7 million.  Do you see that?


Then over in -- if I then move over to the evidence itself at the section tab 9, schedule B1, page 3, that's your evidence on underground infrastructure segment.


You show there the work program for 2014 for this category of -- this segment of $91 million.  So I take it from that that the -- the 59.7 million is what you would be seeking to have a rider for in respect of this segment.  It wouldn't be for this segment, but a contribution of this segment to the 2014 rider would be the 59.7 million; is that right?


MR. PARADIS:  I believe that would be accurate, but once again, my colleagues on panel 3 would probably be more appropriate to answer the question in greater detail.


MR. BRETT:  Okay.  Well, then just on -- the next part of it is on the 91 million, which is your work program on this segment for 2014, I take it what that means is that the -- that most of that, 60-odd million or so, would be actually going into service later, in 2014.  Is that the idea?

In other words, if you look at -- you've got a $91 million work program.  That is spending, capital spending, for 2014.  That is what you are forecasting you're going to spend.  But even if you did spend all of that, and let's assume you did, a lot of it is not going to go into service until -- well, I guess just from your own -- I understand you're not the financial guys.  But does that mean that a lot of that expenditure will actually take place in later years?  2015, 2016?  Or are you actually saying you are going to spend $90 million in 2014?


[Witness panel confers]


MR. PARADIS:  So once again, I would like confirmation from panel 3, but just to be helpful, the $91 million is the total value of the projects that will be carried out in 2014, not all of which is used -- will be ISA'd, and not all of which is going to factor into the ISA assessment.


So part of that work, given the nature of our work program and how these projects are staged, some of the work may carry into 2015, and in addition to that, some of the work might be completed, but the process of the financial recognition of the work carried out in '14 introduces some time lapse between the completion of the work and the actual recognition for in-servicing.


So the value that you see in the table you referenced for 2014 is the total amount that will be in-service in 2014 for that segment.  But once again, I would suggest confirming with panel 3.


MR. BRETT:  Yes, okay.  Thank you.  That is helpful.


MR. DAVIES:  Are you finished with your questions for this panel, Tom?


MR. BRETT:  Yes, I am, yes.


MR. DAVIES:  Who would like to go next?  Shelley?

Questions by Ms. Grice:


MS. GRICE:  Good morning.  I'm Shelley Grice, representing AMPCO.  I have a question with respect to AMPCO Interrogatory No. 7.  And in this interrogatory, what we're trying to understand is the unit costs and the difference between 2012, 2013, and 2014.  So if you can just help me out a little bit with the numbers that have been provided just so I don't make any inaccurate calculations.


So my understanding, based on the interrogatory response, part (b), is that the actual direct buried cable replacements in 2012 was zero circuit kilometres, and the in-service additions for that year was 9,291,309.  So from that, I am not able to draw unit costs.


Can you just then tell me what was the $9 million for?


[Witness panel confers]


MR. TAKI:  By the nature of the underground projects, the jobs and the sub-jobs, there is always a civil portion and then an electrical portion.  So if there's zero kilometres of cable installed, there could still be costs associated with the civil work that precedes the installation of the cable.


MS. GRICE:  Okay.  So then the cable would presumably have been installed in 2013.


MR. TAKI:  Yes, that's correct.


MS. GRICE:  Okay.  So if we go to 2013, we have 2.72 kilometres up to June at a cost of $8,955,309.  So if I wanted to get a unit cost for 2012 and 2013 to the end of June, would I then -- I just, I need your help here.


Would I add the 2012 costs, plus the 2013 to June, and divide it by the 2.72 kilometres?


[Witness panel confers]


MR. TAKI:  The costs that have been provided here for 2012 and 2013, they represent the costs of all of the work.  So it is not only cable installation.


So I mentioned civil.  Other equipment could include switchgear.  So there are actually seven units that were installed in 2012, and one up to June of 2013.  And there may be other ancillary work associated with the cable installation.


So if you take the costs and divide it by the kilometres of cable, it would not be an accurate representation, in terms of unit costs.


MS. GRICE:  So what would be an accurate representation for unit costs?


[Witness panel confers]


MR. WALKER:  It's difficult to look at a unit cost when we're considering these kind of expenditures.  If we use internal staff, there's one set of costs, if you like, or one rate that staff charges.  If we use external contractors, each contractor has different costs associated with the construction units that they bid on.  So it becomes a rather complex consideration, and we tend not to try and use unit costs.


There is also field conditions that will vary that, depending on, you know, the size of lots in an area, the distance between vaults that we put in, that will, you know, affect how you would calculate that unit cost.  So it is very difficult to get a realistic unit cost out of that.


MS. GRICE:  So could you tell me, would the costs for 2013 and 2014 be comparable?  Would they be in the ballpark, in terms of the work that is being done in each year?


[Witness panel confers]


MR. WALKER:  We find for work of a similar nature the costs do seem to be similar.  But again, it depends on the specific work mix that is in those financial calculations.  So you can't directly compare them, necessarily.


MS. GRICE:  Okay.  I will leave that question for now.


Can we go to AMPCO No. 14, please.  Okay.  And the response to this question indicates that the lower number of vaults being identified for rebuild in Phase 2 is a reflection of the limited resources.  I just wanted to get a better feel for what you mean by "limited resources" and whether or not that is internal or external.


MR. PARADIS:  Yes.  So for work typically in the downtown core, underground work that may involve lead cabling, we do have a finite ability to undertake specific initiatives.  That's a consequence of not having the ability of obtaining those type of resources externally.  It is something that we're working at addressing, but for the time being our ability to execute this type of work depends primarily on our internal resources.


MS. GRICE:  And has that restriction been taken into account in your planning for 2014?


MR. PARADIS:  Yes, it has.


MS. GRICE:  Okay.  Thank you.  Those are my questions.


MR. DAVIES:  Thank you, Shelley.


Mark, do you want to go next?

Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  I just had a follow-up to a -- this would be AMPCO Interrogatory No. 7 and the discussion that was had with Ms. Grice, talking about the 2012 ISAs and the amount of direct buried cable that was replaced.


What do you consider an in-service?  What do you consider a capital -- sorry.  What do you consider a job that is in-service?


[Witness panel confers]


MR. WALKER:  We can probably speak to that from an actual work perspective.  And then when we get to the financial side of it, it is maybe more something panel 3 would answer, but I will try to address it, if I can.


So for us, "in-service" means ready for use.  I think the term is useful, used or useful.


So when a project is -- or a job is constructed and is complete in the field and ready to provide its function, its specific function, we consider it to be in-service.


But the actual in-service financial treatment occurs later, when all invoices have been taken care of, when the total costs have been amassed and all that.  So the actual in-service date is lagging from when the physical usefulness has been achieved.


MR. RUBENSTEIN:  Thinking of your 2012 jobs, how many jobs -- are there any -- let me rephrase it this way.


Are there any jobs that are simply replacing switchgears?  Or did every switchgear replacement involve some replacement of direct buried cable as well?


[Witness panel confers]


MR. WALKER:  Subject to check, there could be some that are switchgear alone, but I would say generally there would be cable work associated with most.


MR. RUBENSTEIN:  So when I am looking at this interrogatory, I see that you have replaced zero circuit kilometres of direct buried cable in 2012.


You did replace, though, seven -- there was seven switchgears replaced.  So then the question to me is it seems that you need to do -- for a job to be complete, you would have to have done both; you would have to replace some amount of buried cable and replace the switchgear, if there is -- and yet you didn't replace any direct buried cable, so I am just trying to understand how there could be any -- well, few, if any, jobs that were actually completed in 2012.


[Witness panel confers]


MR. WALKER:  Just to -- just for clarity, that zero kilometres doesn't mean we did not put any cable in, in that year.  It means that none of the projects that make up the ISA amount were completed that included cable, for 2012.


MR. RUBENSTEIN:  No, I understand that.  But back to my question -- well, actually, let's put it this way.


I was wondering if you could undertake to provide a list of the 2012 jobs that were included in your -- the approved phase 1 application, and undertake to provide which of those jobs were fully completed.  I will call that -- yes, fully completed and electrified.  So at least from sort of a technical perspective they're in-service, putting aside the financial treatment.


MR. TAKI:  Just to clarify, so you are not asking us to provide the jobs associated with the ISA amount provided in this IR?  You are asking for what jobs -- from what you quote-unquote mentioned as "technically completed"?


MR. RUBENSTEIN:  Well, I am just trying to understand.  There is a difference between what I will call sort of technically in-service versus what is financially in-service.  I am just trying to understand the comparison between the two of them.


So I will focus on the financial in-service calculation with the third panel, but I just want a discussion with you about when a job becomes technically in-service.


So if we could look at the 2012 jobs that were originally in the application, and if you could -- for the B1 segment.  And if you could provide us with a number of -- or you can provide us with sort of a chart that compares the job that you put in -- that was in the evidence and that was actually completed in -- and technically completed in 2012.


MR. WALKER:  Yes, we can do that.


MR. RUBENSTEIN:  Thank you.


MR. DAVIES:  JT3.3.
UNDERTAKING NO. JT3.3:  to PROVIDE CHART COMPARING JOBS FOR B1 SEGMENT ORIGINALLY IN THE APPLICATION WITH JOBS TECHNICALLY COMPLETED IN 2012.

MR. FAYE:  Can I ask one quick follow up question, Mark, before you proceed?


MR. RUBENSTEIN:  Yes.


MR. FAYE:  Can I just clarify that when you said that a project qualified for an in-service asset when it was used or useful, you don't mean by that that once the civil infrastructure is complete, that that civil infrastructure is used or useful?  It is ready for service, ready for cables?  You don't mean to say that is an in-service asset; it is not in-service until the cable goes in?


Or do you mean to say once the civil infrastructure is there, that is counted as an in-service asset?


[Witness panel confers]


MR. PARADIS:  I think for the sake of accuracy, it is more appropriate for panel 3 to answer this question, just to ensure consistency.


MR. FAYE:  Okay.  Thanks.


MR. RUBENSTEIN:  That was my only question for this panel.


MR. DAVIES:  Thank you, Mark.


Does anyone other than Board Staff have any further questions for this panel?  Okay.  Nabih.

Questions By Mr. Mikhail:


MR. MIKHAIL:  I am Nabih Mikhail, part of the Staff -- can you hear me?  Part of the Staff team.


My first question is regarding the feeder investment model.  This is IRR 4 for AMPCO.  The response was as follows, that:

"THESL is investigating potential enhancements to the model.  Some areas being considered for further work include changes to customer interruption costs and to the manner in which the FIM determines the customer impact during an asset failure."

Has there -- any work been completed in one of these two areas?

[Witness panel confers]

MR. OTAL:  All of those activities are currently in progress.  Nothing's been completed.

MR. MIKHAIL:  Any idea of when you are estimating that the two areas would be completed?

[Witness panel confers]

MR. OTAL:  So with respect to the enhancements that are being investigated with respect to customer interruption costs, a lot of this is collaborative efforts in which, at this time, we cannot forecast when the conclusion of those collaborations will be.

And with respect to the enhancements that are being investigated with respect to customer impact, that really ties to enhancements that we're making to our data streams.  And again, we're in, basically, the investigation stage, looking at all of the possible alternatives, in terms of how that -- how those enhancements could be carried out.  So we would not be able to forecast an end date at this time, in terms of when we'll be able to have those activities completed.

MR. MIKHAIL:  Okay.  Thank you.

My next question is regarding segment B1.  The reference is Staff IRR 7 and SEC IRR 8.  And I think Energy Probe did sort of touch on that.  Basically what I would like to sort of understand is, in response to Staff IRR 7, the response indicated that the continuing priority needs of the system, to address that they use three criterias to justify adding the 19 new jobs to segment B1.

The first one is stabilizing the liability, and it says to stabilize the liability on specific feeders or on specific areas; the second criteria is to replace very old direct buried cable; and the third is coordination between construction and third parties.

In SEC IRR 8 -- and I think Energy Probe sort of touched on that -- table 1, which covers, I think, pages 1 to 4, lists the reasons why the additions were made.  And I am trying to connect the reasons to the criteria.  And I grouped the bunch of feeders, and I want to get some response to -- into two groups.  One has about seven feeders.  I can tell you exactly where they are.  But the question is, it seems to me that the data and the facts about the feeders were known in Phase 1, and there was nothing really new that came about post-Phase 1.

So I am trying to understand -- maybe I misread some of the stuff -- but I read it a couple of times, and I don't think I could distinguish that.  So I can indicate what the seven feeders are in my first question.

So if you look at page 1 of 9 of SEC 8, it is the four feeders bundled into job 1 in that page, and the following two.  So that's feeder NY 51 M 29 and NY 51 M 30.  That is three.  In the same group, in page 2, the second entry, covering NY 53 M9 and NY 55 M21.  The balance is in page 3, the last two entries, and they're covering feeder SCNAR 26 M 31, and the one following that in the same page, which is SCNAR 26 M 32.

So for those seven I would like to understand a little bit better what was new that resulted in that determination that those jobs are needed, linking back to the criteria that I just mentioned in Staff IRR 7.  So if you could do that for me now or in an undertaking, I would appreciate it.
[Witness panel confers]

MR. TAKI:  When we look at the reliability with respect to these jobs, we are - one of the factors we take into account is the trend.  So it's not necessarily that -- in some cases it is reliability associated to specific year.  In some cases it is the trend over a number of years.  And the new data, obviously, with respect to the 2014 filing was the 2012 reliability data.

The second point to mention is that there are projects or jobs that we were aware of or we wanted to undertake previous to 2014, but we could not do so due to operational constraints and, therefore, we would like to undertake those in 2014.

MR. MIKHAIL:  Now, for those group of seven that I just mentioned, there's no -- you know, sort of echoing what Energy Probe said, there is nothing there to compare what resulted in 2014 addition versus what was available to you in 2013.  So it is the same kind of lack of data to support that.

MR. PARADIS:  Would the undertaking that we committed to earlier address your question?

MR. MIKHAIL:  If you are going to cover the areas that I just mentioned, yes.  If you can add to it, the linkage between the criteria and the description in SEC 8, then that would be fine.

[Witness panel confers]

MR. PARADIS:  Yes, we can do that.

MR. MIKHAIL:  Okay.  The second part of my question covers three more feeders, and they are in SEC 8, page 2, the last two entries in that page.  So that is feeder NYSS 55 F 1 and SCFJF 1.  And the third one is in the last page of table 1, which is in page 4, covering feeder SCXJF1.

In those three, it is not clear really what was the trigger for that addition.  There was some description, very high-level.  It didn't really specify exactly what happened, when and what, and for the three of them are those incidents -- or, sorry, those faults not repairable?  Like, couldn't you fix them and defer the replacement?

So if you could respond to that, I would appreciate it.

MR. TAKI:  As mentioned in the 2012 application where we had the detail with respect to the direct buried cable failures, when a cable fails or a portion of a cable fails where that cable supplies an area, that failure is a serious indication that the cable has reached the end-of-life.  And often what we find is once it fails once, it will fail numerous times, sometimes in a short period of time but sometimes over a few years.

So the indication of a failure is very critical, in terms of the replacement of that cable.

MR. MIKHAIL:  Yes.  Okay.  I do understand that, but what's not clear is what happened in 2014 versus what was happening in phase 1, because the descriptions are so general.  It doesn't tell you anything.  It says it is old -- it was old back then as well.


So what happens?  What is the trigger?  You know, what is the logic that made this job now compelling to be completed in 2014?

MR. TAKI:  We can provide this information in the same undertaking.

MR. MIKHAIL:  Okay.


MR. TAKI:  And that would be whether with respect to reliability information or operational constraints.

MR. MIKHAIL:  Okay.  That would be great.  Thank you.

I think that concludes my questions for panel 1.

MR. DAVIES:  Thank you, Nabih.


Does anyone else have any questions for this panel?  So do we want to go straight to the next panel or take the morning break now?


MR. CASS:  I am open on that, Martin.  I think the next panel is in the room.  If people want to proceed, I think we can.  Or if you would like to take the break now, that would be fine as well.

MR. DAVIES:  Maybe we can try and proceed -- it is only 20 to 11:00 -- and see where we go.

MR. CASS:  Okay.  Thank you.
TORONTO HYDRO ELECTRIC SYSTEM – PANEL 2


Charlie Floriano


Owen Nash


Sheikh Nahyaan


Tom Odell


Jack Simpson


MR. CASS:  I think people will recognize all of the witnesses but one from phase 1 of this case.  I will quickly introduce panel 2, and again, I will start with the witness furthest from me.


That is Charlie Floriano, director, IT service and application support.


Next to Charlie is Owen Nash, director, operations support services.


Then Sheikh Nahyaan, acting manager, standards and policy planning.


Next, Tom Odell, manager, capital projects.


And finally, Jack Simpson, director, generation and capacity planning.


And they're ready to answer questions.  Thank you.

MR. DAVIES:  Thank you.


Would anybody like to go first?


MR. FAYE: I will go first again, Martin, to keep it consistent.

Questions by Mr. Faye:


MR. FAYE:  Panel, this question is to do with Energy Probe 7, and the answer to that, the response from THESL, was referring us to AMPCO 9.  So AMPCO 9 is the one to turn up.

This IR talks about the handwell replacement program.  What I am interested in is the fact that 819 new handwell units were identified in the field.  I take that to mean that these were 819 that you didn't know about previously; is that right?

MR. NAHYAAN:  That's correct.

MR. FAYE:  Can you just describe how you could have missed 819?  That seems like a pretty high number to me.  Is this a whole area that got overlooked, or what?

MR. NAHYAAN:  No.  In essence, what happened was when we initially provided our evidence in terms of the number of units or built our plans around the number of units of handwells we need to do in the system, we looked at our internal records in terms of our GIS system, which units were there in terms of our records.


When we went out in the field as part of the 2009 contact voltage remediation and we changed out the lids as a temporary mediation process before we started the handwell replacement, we found additional units in the field.


So it is widespread across the system and it is not one specific area that got overlooked.  It is really a 7 percent gap in terms of the numbers, the pure number, 7 percent gap in our system, in terms of our internal records that we had compared to what is actually in the field.

MR. FAYE:  So if I understand you right, you knew about this in 2009?

MR. NAHYAAN:  We knew about them during -– when we have -- when we went and did the lid change-out process, which lasted around 2009 to around 2011, that's when we found out about them, more so.

MR. FAYE:  So were these 819 units -- are they in your total handwell replacement schedule that you presented in the 2013 evidence?

MR. NAHYAAN:  No, they're not.  They're in now.

MR. FAYE:  So how come you missed them in the 2013 evidence if you knew about them in 2011?

MR. NAHYAAN:  Because the data that was coming in, in from the field, in terms of records getting updated took some time to come in.


So when we updated the records and basically built in an overall plan, we -- we were not able to include them in the 2012 application, but since then we have included them.

MR. FAYE:  Okay.  So what's the grand total, then, of handwell replacements that -- grand total handwells in the system and total handwells that still remain to be taken out of service and replaced?

MR. NAHYAAN:  The grand total, based on our records now, it is 13,160.

MR. FAYE:  And of those, how many remain to be done?

MR. NAHYAAN:  Of those, as of June this year the amount remaining to be done is 1,800 for the -- I have to do a quick math.  Give me one second.


It is roughly 4,000 left.

MR. FAYE:  4,000?


MR. NAHYAAN:  As of June 2013.


MR. FAYE:  You don't expect, then, that a field crew is going to come back and say:  Here's a bunch more.  You pretty much have them all, do you?

MR. NAHYAAN:  Yes, at this point that is our expectation.


MR. FAYE:  Okay.  Now, it may not have been this IR, but somewhere else I read a number that, by the end of 2014, 90 percent of all handwells will be done.


Do you recall that number?

MR. NAHYAAN:  Correct.

MR. FAYE:  I can't remember which IR it is in.

The outstanding 10 percent, is that entirely because of city moratoriums on cutting sidewalks and pavement?  Or is there some other reason?

MR. NAHYAAN:  Based on our current plan that we have provided, by end of 2014 if we get the application of 2,500, we would have 5 percent left.  And those are mostly due to moratorium issues, yes.

MR. FAYE:  Okay.  Thanks.  That's all of my questions.

MR. DAVIES:  Thank you, Peter.


Who would like to go next?  Mark?

Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Yes, I had a question similarly on the issue of handwells.


If I look at your evidence -- you don't need to turn it up, but for reference I am just using this chart from Board Staff Interrogatory No. 3.  I will just read you the number.  This is total in-service approved for handwell replacement for 2013, 17.73 million, and the projected year-end as of July 2013 would be 11.33 million.


So that, to me, looks like you are not able to do as many handwell -- spend and do as many handwell replacements as you had expected.


So now with the dramatic increase in 2014 handwell replacements, what comfort can you give us that you will be able to do nearly that many?


MR. NAHYAAN:  So to recognize the in-service amounts, there is some after-completion in the field.  There's some time period as to what is required, in terms of close-out of those projects.


So in terms of our forecasted year-end in-service amounts, there could be some additional in-service that goes off to next year.  Knowing that, in terms of our execution pace, we have been pretty successful, in terms of executing in the pace that we have forecasted, and -- in terms of in-field units, and we are confident we are going to be able to execute them out.  We are requesting in 2014, based on the amount we addressed last year, 20 -- or it was around the same number.


MR. RUBENSTEIN:  So I don't know if you heard from -- if you were in the back of the room on the last panel, my discussion with the difference between technical in-service additions versus financial in-service additions.


So do I take that to say that, while there is a significant gap between what was approved and what you forecast, the actual sort of technical -- if those were sort of technical in-service numbers, they would be much closer together, that you will -- you would have met your target of sort of the amount that you had expected to replace and the amount that you actually have done or you forecast to be done by the end of the year.


MR. NAHYAAN:  In terms of the financial treatment of in-service, I would most probably defer to panel 3 to comment, in terms of the details.


In terms of the actual execution of the units, we have been pretty successful in coming around or completing the units that we anticipated to do at the beginning of the year.


MR. RUBENSTEIN:  Now, I don't remember in there -- I don't remember if there was an interrogatory.  Do you -- how many -- do you know how many you had project -- or you had projected originally to do in 2013 and what you forecast you actually will complete in the replacements?


MR. NAHYAAN:  Subject to check, the numbers I have are in terms of how much is projected for the end of the year.  We can take an undertaking as to how much was -- we had intention to do or what the plan was.


MR. RUBENSTEIN:  Yes.  I will ask for an undertaking then for both 2012 and 2013, to provide how many you had originally budgeted or planned to do by -- at the time of the Phase 1 decision, and then for both 2012 and 2013, or for forecasted for the end of 2013, how many you will actually replace.


MR. NAHYAAN:  Sure.


MR. DAVIES:  JT3.4.
UNDERTAKING NO. JT3.4:  FOR 2012 AND 2013, TO PROVIDE HOW MANY UNITS HAD ORIGINALLY BEEN BUDGETED OR PLANNED FOR BY THE TIME OF THE PHASE 1 DECISION, AND ALSO HOW MANY HAVE BEEN FORECASTED TO BE REPLACED FOR THE END OF 2013.

MR. RUBENSTEIN:  That is my question for this panel.


MR. DAVIES:  Ms. Girvan?

Questions by Ms. Girvan:


MS. GIRVAN:  Hi, I just have -- actually have just one sort of series of questions.  If you would turn to Board Staff No. 11.  And it is in issue 2, and it is regarding the Bremner, now Copeland, TS project.  Is this the right panel?  Okay.


So just to be clear, I am looking at the table at the back of the response, and what I am interpreting in this is that was the original cost estimate, and now the current estimate is in the fourth column; is that correct?


MR. ODELL:  That's right.  Sorry, the current estimate is in the centre column -- sorry, fourth column at the bottom, yes.


MS. GIRVAN:  Okay.  So that is your current estimate.


Can you explain to me why the cost of the project has gone down?


MR. ODELL:  Through procurement we have been able to secure some of the station equipment at a cost lower than the order-of-magnitude estimate.


MS. GIRVAN:  Okay.  And then the question was really related to -- or the response, you have talked about how originally you were supposed to begin construction in January 2012.


MR. ODELL:  Mm-hmm.


MS. GIRVAN:  And then because of the fact that approval wasn't granted until April, that construction didn't begin until May.  And I am just curious as to why you are still maintaining a December 2014 in-service date.  I mean, you've got a five-month delay in terms of construction.  I am just wondering how reasonable the December 2014 date is, and if there is a potential for that to slip.


MR. ODELL:  The challenge with the start of construction in May was recognized at the time of the decision and through the regulatory process.  We've put many mitigating steps in place to address that challenge, and we believe that we can still be complete for the end of 2014.


MS. GIRVAN:  Can you explain what might affect that date, so what might happen potentially with respect to any delays?  What would cause any delays?


MR. ODELL:  What would cause any -- sorry, I -- perhaps you can give me a little bit better understanding of what you want.


MS. GIRVAN:  Well, I guess I'm just looking at -- again, you're talking about December of 2014, and I am just trying to figure out what might put that date at jeopardy.  If you can explain to me what could potentially happen that would put that in-service date in jeopardy.


MR. ODELL:  At this juncture we have had a number of challenges on the site which we have overcome without an impact on the expected in-service date.  So those types of challenges are things like permitting, hours of work, unknown obstructions on the site.  But all of those issues we face during construction and have not had an impact on the expected in-service date.


MS. GIRVAN:  Okay.  And then with respect to the building, you say that in October 31st 25 percent of that task has been completed.  When do you expect to have that completed?


MR. ODELL:  When do we expect -- we expect to have the building complete, ready for service at the end of 2014.


MS. GIRVAN:  Okay.  Those are my questions.  Thank you.

MR. DAVIES:  Thank you, Julie.


Does any -- Shelley?

Questions by Ms. Grice:


MS. GRICE:  Hi.  I just have another question on handwells.  So if we can go back to AMPCO No. 9, please.


From what I understand from the interrogatory responses, that you have added 1,469 handwell units to the 2014 program, 819 are new units that you have identified in the field and 650 are due -- were subject to city moratoriums that have been lifted.


And I just wanted to ask a general question, why those new handwell units could not be undertaken in 2015.


MR. NAHYAAN:  So in terms of our acknowledgment of the public safety that we have positioned in our 2012 filing, as well as our 2014 update, our focus on this handwell replacement program needs to continue in order to mitigate the public-safety risks that could be -- the public could be exposed to from the handwells, as well as other associated equipment inside the handwells.


So in order to recognize that and also continue with our program, to eliminate the hazard completely we wanted to undertake the additional units in 2014, and we actually have capacity, which we have demonstrated in the past, in terms of execution.  We're able to execute units in the order of magnitude that we are asking for.


And in order to be able to complete the program by 2015, we would like to execute those handwells, additional handwells in 2014.


MS. GRICE:  Okay.  Then in part (b), we were trying to get a handle on unit costs for handwell replacement.


I understand there is a difference between the costs for replacement versus removal, but we just did a ballpark estimate including everything, and it looks like there is a 50 percent increase in 2013 for handwell replacements.


So I just wanted to talk a little bit about that, and if we need to remove the removal cost to get a better handle on unit costs, that would be helpful.


MR. NAHYAAN:  Sure.  So in terms of the unit costs, there's a few different factors that affect the unit cost.  One of them being the permitting cost that we actually have to incur during the process, as well as final restoration of the sidewalk, which we do not do; the City of Toronto does it under their purview, and we are actually doing a temporary restoration.  So those costs get attributed to those projects and they come in at a later time.


In terms of the actual unit replacements, the material costs have not changed.


In terms of the restoration costs, we see a little bit of elevation.  As well as the rates that I added on on a per-job basis in terms of labour rates, as well as engineering reclass rates have been updated.


So there is a few factors that contribute towards that increase, perceived increase in terms of the handwell replacement.


As a specific replacement unit, our numbers still are consistent with what we had presented around 2012, 2013, is roughly around the 6,900 mark.  They do vary from job to job, just because of the specific on-site conditions.


MS. GRICE:  So could you confirm for me that -- the conclusion I've drawn is that if we look at 2012 compared to 2013, there has been a 50 percent increase in unit costs, 2013 over 2012?


MR. NAHYAAN:  No.  For the replacement units, there hasn't been a 50 percent increase in unit costs.


MS. GRICE:  Could you undertake to let me know what the increase has been with just the replacement costs between 2012 and 2013 for handwells?


MR. NAHYAAN:  Yes, sure, we can do that.  No problem.


MS. GRICE:  Thank you.


MR. DAVIES:  JT3.5.
UNDERTAKING NO. JT3.5:  PROVIDE INCREASE IN REPLACEMENT COSTS FOR HANDWELLS FROM 2012 TO 2013.

MS. GRICE:  Okay.  My next question has to do with AMPCO No. 13.  It has to do with number of switches being replaced under segment B8.


In the response, it says that:

"Due to additional resource availability, switches that were previously scheduled for 2015 can now be replaced in 2014."


So similar to what I asked under handwells, can you talk a bit about what your additional resource availability is, and why it is necessary to move the work from 2015 into 2014?


MR. NAHYAAN:  So in terms of continuing on the program that we originally wanted to undertake, this specific failure symptom or employee hazard in terms of the SCADA-Mate R1 switches operating unexpectedly still remains in the system.  We want to address the concern in terms –- or the safety hazard for our employees in an expedient fashion, and we have additional resource availability that more -- in prior projects or before the decision were employed in some variation of feeder automation projects, but they have become available and we're able to undertake these projects.


So in order to continue on the program, we have reprioritized the jobs and being able to undertake about 64 units, increased from 49.


MS. GRICE:  Okay.  I'm sorry if you have said this and I missed it, but your additional resource availability, that -- in terms of staffing, is that internal staff that undertake that work?


MR. NAHYAAN:  It is a combination of internal and external.


MS. GRICE:  So there's an additional availability in both of those?


MR. NAHYAAN:  Yes.


MS. GRICE:  Okay.  Thank you.


MR. NAHYAAN:  It is essentially reallocation, not necessarily availability.


MS. GRICE:  So if the projects for 2015 weren't moved into 2014 in segment B8, what would those additional resources do?  What would happen to them?


MR. NAHYAAN:  Those resources, based on their expertise, will be working on specific other overhead jobs, if we had them.


MS. GRICE:  Okay.  My last question is on AMPCO 16.


Again, sort of in the same theme I'm talking about, this had to do with jobs that were deferred in the -- the October 2012 update from the phase 1 2012/2013 work program, and they're now part of the 2014 program.


Part of the response says that:

"THESL has the opportunity and resources to complete this nondiscretionary work."


Can you just talk a bit about what the new opportunities are, and then what resources are available, internal, external?  Just help me out with just fully understanding that, please.


MR. NAHYAAN:  Could you please repeat the IR for me, please?


MS. GRICE:  Sure.  It's AMPCO Interrogatory No. 16.


[Witness panel confers]


MR. SIMPSON:  So the resources available for some of this work are, again, freed up from reprioritization of some of the 2012 projects that did not get blessed.


One group I can comment on is the station circuit breakers, where it is a reasonably discrete project and can be executed in the time frame we need with some of the stationery sources we have.  And the work plan for 2014 was developed to take those factors into consideration.


And if there are other questions, it may be better routed to panel 3.


MS. GRICE:  Okay.  So the resources, again, are internal/external?  There will be a combination in that list of...


MR. SIMPSON:  Certainly for some of the overhead work.  And some of the other works will be all internal, like station CBs.


MS. GRICE:  Okay.  So the opportunity portion, that has to do with availability of resources?  Those two things are linked?


MR. SIMPSON:  And also the operational flexibility, that if there was some work planned in an area and it was the right opportunity to go after this work, then that would be factored in.


MS. GRICE:  Okay.  Thank you.

Further Questions by Ms. Girvan:


MS. GIRVAN:  I just had one further question.  I hope you don't mind.  Could you turn to Board Staff No. 3, please?  It is under issue 2.


If you look at the chart on the second page, yes, that would be helpful.  Okay.  I am just trying to understand this.  Are you the right panel to deal with this?


MR. SIMPSON:  Let's hear the question.


MS. GIRVAN:  Okay.  First of all, I am trying to understand what "total 2014 in-service additions approved" means.


MR. SIMPSON:  Probably your questions are better served on panel 3.


MS. GIRVIN:  Okay.  I just had one more question, if maybe you could help me.


So if I look at the last column -- and it is "2014 in-service additions forecast at July 2013," and that is an annual projection -- and if I go to the very bottom corner, I've got an amount of 464 million, which is, I guess, your current in-service additions projected for 2014?


MR. SIMPSON:  Yes.


MS. GIRVIN:  Can I just ask you, as the sort of technical side of things:  Did you take a look at this, this budget, and say:  Look, is there anything in here that we can defer until 2015 or beyond?  Did you actually go through that process?


MR. SIMPSON:  The factors, including priority, were considered by the work management team, but I think that is better answered by panel 3.


MS. GIRVAN:  So you weren't asked to sort of go through the responsibilities that you have and say, Is there anything in this list here with these budgeted numbers that we could potentially defer?


MR. SIMPSON:  No, I wouldn't characterize it that way.  We were part of that consideration in planning the work.  And based on resources, based on priorities and impacts to customer, those were all factors that panel 3 can address.


MS. GIRVAN:  Okay.  Thank you.


MR. DAVIES:  Thank you, Julie.


Does anyone else, other than Board Staff, have questions for this panel?  Peter?
Questions by Mr. Faye:


MR. FAYE:  Sorry, one question has just occurred.  And it is not that it was out of a IR.  It was out of a news story this morning that Sunnybrook is waiting for OEB approval to reconstruct the service to them.  Is that in your application for 2014?  It was November 21st, the story.

MR. SIMPSON:  Yes.  The news story is a little general in nature.  There is work planned on the supply for Sunnybrook within the '14 period.  And it might be best to provide an answer with an undertaking on that, Peter, just to describe the work carefully.  I need to consult a colleague who has carriage of it.


MR. FAYE:  Okay.  Could I have an undertaking then?


MR. DAVIES:  JT3.6.
UNDERTAKING NO. JT3.6:  TO PROVIDE INFORMATION ON WHETHER THE 2014 APPLICATION INCLUDES RECONSTRUCTION OF SUNNYBROOK SERVICE, AS WELL AS THE COSTS RELATED TO THE PROJECT AND THE POTENTIAL IN-SERVICE TIME, AS WELL AS THE NUMBER OF OUTAGES, THE LENGTH OF OUTAGES, IN EACH ONE OF THE YEARS FOR THE SUNNYBROOK COMPLEX, FROM 2010 THROUGH 2013.

MR. GARNER:  Can I just add to that undertaking?  Because I am curious, and having read the same article.  In doing that undertaking, it would be useful to have clearly the costs related to that project, the potential in-service time of that project, so that we have complete details, or, more importantly, so the Board has complete details as to this project that's being raised in the media.  Thank you.


MR. DAVIES:  Thank you.


Are there any other questions for the panel other than Board Staff's?  Nabih?

Questions by Mr. Mikhail:


MR. MIKHAIL:  This is regarding Copeland, and it is just a follow-up on Julie's question.  On that same table, I am talking about Staff 11.  If you would turn up the table.


So under "building" you could see that there was an 8.3 million increase from the estimate that was done last to the current estimate.  And if you could just give us some idea of what triggered that, and is it something that will continue to cause cost increases?


MR. ODELL:  I will start with the large items first.  The way the estimate was structured was based upon an initial order-of-magnitude estimate that goes back to some of our previous applications.  And what we tried to do was separate the building from the station -- substation equipment.


But for this update, what has happened since approval, we have selected our general contractor and awarded him components of the electrical work that would normally have been under the substation-equipment category.


There's on the order of $10 million of P&C installation, or at least the DC rooms, station service equipment, cable tray, high-voltage and medium-voltage cabling that normally would have fallen under substation equipment that is now under "building" in the scope of the now general contractor.


As well, at the time of the last submission, we had not awarded the contract for the general contractor, and there were negotiations that commenced shortly after approval, and the lowest compliant bid was higher than the number that you see here.


In addition to that, there was about 800,000 for builder's risk and liability insurance that was not originally contemplated in the scope, and it landed in this area, and about $100,000 for a temporary substation or temporary service to the site for tunnel-boring machine and tower cranes for the two contractors on-site.


MR. MIKHAIL:  Okay.  So the two items, building and the substation, are now -- there is a trade-off.  One went down by 15, another one went up by eight.


MR. ODELL:  Yes.


MR. MIKHAIL:  So that is the trade-off that you explained, plus another million, plus the last item that you just mentioned.


MR. ODELL:  Right.  Additionally on substation equipment we had an added advantage of a better-than-expected response to our medium-voltage, gas-insulated switch gear RFP, and as a result we reaped some benefit there.


MR. MIKHAIL:  Thank you so much.  That's all my questions.


MR. DAVIES:  Thank you.  Mark?


MR. GARNER:  I'm sorry, I have another follow-up, I'm sorry, to the undertaking that was on the Sunnybrook complex, because it just occurs to me since it was raised by Toronto Hydro.  Could you also in that undertaking give us the number of outages, the length of outages, in each one of the years for the Sunnybrook complex, in each one of the years for 2010 through 2013, please?


MR. SIMPSON:  Yes, that sounds fine.


MR. GARNER:  Thank you.


MR. DAVIES:  Thank you.


Does anyone else have any additional questions for this panel?


Thanks then to panel 2.  I guess we should take the morning break now, and I am just wondering if -- how much time?  15, 20 minutes, or...


MR. CASS:  20 minutes.


MR. DAVIES:  20 minutes?  Okay.  So we will resume at 25 to 12.  Thanks.


--- Recess at 11:05 a.m.

--- On resuming at 11:28 a.m.

TORONTO HYDRO ELECTRIC SYSTEM – PANEL 3

Darryl Seal


Amanda Klein


Mike Walker


Sam Sadeghi

Angela Rouse

MR. CASS:  Okay.  I was having difficulty turning on my mic.  I will introduce the third panel, then, and we can get started with this panel.  Again, I will start with the witness furthest from me.


It's Darryl Seal, manager of rates.


Next to Darryl is Amanda Klein, director, rates and regulatory affairs.


Mike Walker is back from the first panel.


Next to Mike is Sam Sadeghi, manager, program delivery group.


And finally, Angela Rouse, finance manager, distribution operations.


That is panel 3 and they're ready for questions.


MR. DAVIES:  Thank you.


Who would like to go first?  Peter?

Questions by Mr. Faye:


MR. FAYE:  Thank you, Martin.  Panel, I just have one question, and it was one I posed to panel 1 and they referred it on to you folks.


There is a phrase that recurs in some of the IR responses, and the one I am looking at is an EP No. 4.  It is in the response to part (b):

"The total capital in-service in the approved phase 1 decision was based on historical estimates applied to segments."


I thought I knew how the ISAs were calculated, and I didn't think it was historical estimates.  So I guess I don't understand what "historical estimates" means.


Can you elaborate on that?


MS. ROUSE:  Yes, I can.  So at the time of having to come up with some ISA estimates, we had to use the best information available at the time.  The best information available at the time was looking at history, to see how much of spend in a current year would go in-service within that current year, and those are the historical estimates that we're referring to.


MR. FAYE:  So where you have used, say, a factor of 40 percent, that is reflective of how much you would historically have managed to get in service for a job started in a year?


I'm not sure how you calculate it.  Is there a typical job that you can refer it to, or... or do you just take all of the jobs you started in a year and see how much actually got completed for in-service?


[Witness panel confers]


MS. ROUSE:  So the first part of your question, you noted a 40 percent amount of in-service.  So that is actually referring to the 2014.  I believe the interrogatory response that you had referenced was actually with respect to the 2012 and 2013 capital spend.


MR. FAYE:  Yes, that's right.  I just grabbed 40 percent out of the air.


MS. ROUSE:  Sure.  So theoretically, though, yes, you are correct.  We would look at the spending for like work in past historical years of spend, and look at how much of that had went into service in the -- in that past year, and then use that as a proxy for the 2012/2013 in-service amounts that were eventually therefore approved in the decision.


And it is also important to note that we do predict that all of the approved work from the phase 1 decision will be in-service by the end of 2014.


MR. FAYE:  Okay.  So in the past you've never had a program size of this one, have you?  Of either the 2013 or the 2014?  Those are vastly expanded capital programs, as I understand it.


[Witness panel confers]


MS. ROUSE:  I assume you're referring to capital spending as opposed to ISA, when you say the "size" of the work program.  Can you confirm?


MR. FAYE:  Yes, I am.


MS. ROUSE:  The largest work program that we had historically from a regulated capital spend was from 2011, from the last five years of history, which was around 445 million.


MR. FAYE:  Okay.  So when you make an estimate of how much you can accomplish, what I'm trying to get at is:  Do you look at a particular type of job -- say in segment B1, you look at your underground and your typical job would take, say, 18 months.  And then you say:  Okay, well if the cash flows are uniform across that, then two-thirds is going to go in-service in one year and one-third the next.  It would be a way of doing it.


Or do you take how much work you are able to accomplish on an overall basis and say that's the factor?


MS. ROUSE:  When I referred to "like work" I'm referring to the distribution operations work program in totality.  We would look at the work program in a certain year, and how much of that historically went into service within that year.


MR. FAYE:  Okay.  So it doesn't really rely on the total size of the programs.  Your program was 100 million and you managed to get 60 million of it in-service, then your factor is 60 percent, but it doesn't consider the program might be 500 million and the resources necessary to do that job would be significantly different.


Is that an element in the consideration?  Or is it just this:  In the past we have been able to do X percent of what we...


MS. ROUSE:  It is a factor, as you mentioned.  So it would be how much, what dollar value went in-service.  So the 60 million in your example over the 100 million spend gives you your 60 percent.


MR. FAYE:  Okay.  Thanks.  That's it.


MR. DAVIES:  Thank you, Peter.


Who would like to go next?  Mark?

Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you very much.  Just following that up, when you say -- so when you say "like work" -- and I was confused with the answer to some of the questions.


When you're determining the sort of percentage or the factor of -- to take CAPEX work and turn it into an in-service addition, at what level of detail are you determining?


So I will give you -- let's give you an example.  With B1, the segment B1, are you looking at like work to segment B1?  So in your past, over some period of time, similar projects that you have undertaken?


Or are we looking at -- as a segment, are we looking at more detail or less detail to determine what that factor would be?


MS. ROUSE:  So again, I want to comment that the first questions were strictly around the 2012/2013 work program, not the 2014 phase 2 ask where we were using historical estimates.


So with respect to the 2012/2013 work program, where we did use historical estimates, I was not directly involved in the production of the historical estimates.  I do know that we look at the distribution operations work program and use those historical spending numbers compared to the in-service amounts from those work programs, in order to determine the historical percentages that were applied.


MR. CASS:  I don't know whether this is helpful, but I think people will recall that phase 1 was originally filed on a capital spending basis.  As the case went forward in phase 1, there was a need to produce information on an in-service basis.


So that was the effort that happened in phase 1, and I think that is what the witnesses are attempting to address at this point, is what happened in phase 1 to take this --


MS. GIRVAN:  Fred, could I just interject?


MR. CASS:  Yes.


MS. GIRVIN:  Maybe it would be helpful if -- sorry, Mark –- if you went to the Board Staff 3, which sets out approved versus actual in-service additions, the schedule that I was referring to earlier.  Yes, that schedule.


I am just curious -- and this may help, and I may mess things up, but if you could say what Mark says with respect to B1, how did you come up with the 12.74 million in terms of in-service additions?  And the same thing for '13 and the same thing for '14.  That would be helpful.


Because I think what you're saying is that for '12 and '13, you looked at how much, a percentage of how much you put in-service relative to the capital expenditures.  Right?  But '14 you have done something else, and I think we just want to be clear on that.


[Witness panel confers]


MS. GIRVAN:  We are just looking for, in each year, how do you come up with the in-service additions.


MS. ROUSE:  I think it might be helpful to actually reference back to one of our undertakings that occurred during phase 1.  It was J5.1.


There was a schedule produced that actually highlighted the in-service addition percentages that were used at the time, and therefore derived the decision of phase 1.


From there, I can actually show you your specific example of B1 underground, where the 12.74 came from.


MS. GIRVAN:  Okay.  I don't have that with me, so you will have to take us through that.


MR. CASS:  We are hoping it will come up on the screen, Julie.


MS. GIRVAN:  Is Jack the wizard today?


MR. CASS:  Exactly.


MS. ROUSE:  So in the table here for segment B1, the first column you see, the 2012 forecast, was the capital spend amount of 28.75.


Next to that you see the 2012 estimated in-service additions, was 12.74 percent.


Beside that, you see a 44 percent -- 12.74 divided by 28.75 is your 44 percent.  44 percent was the estimated in-service additions that was derived based off of the estimate -- the best estimate that was available at that time.


MR. RUBENSTEIN:  Can I take you to AMPCO Interrogatory No. 1.


MS. ROUSE:  Sorry, did I fully explain 2013 there?  I think we just explained 2012, but I believe your question also wanted to address 2013.  It does become a little bit more complex for 2013.


MR. RUBENSTEIN:  Then please continue.


MS. GIRVAN:  Yes.  I think we're all really wanting to develop an understanding as to how in-service amounts are derived.


MS. ROUSE:  Sure.  So can we go back to J5.1 table first then and finish that thought?


So continuing along the same example of segment B1, the next column over you see that there's $16.01 million of 2012 spend that did not go in-service in 2012.  That therefore gets carried forward, as noted in the next column over, into 2013.


Then if you follow along, the 2013 budgeted amount was 58.94 million.  Of that, we assumed, of the 2013 spend only, we assumed 35.84 -- sorry, 87 million of that would go into service in '13, which was based off of a 61 percent in-service addition amount.


MS. GIRVAN:  And where did the 61 percent come from?


MS. ROUSE:  Again, that was looking at historical estimates of --


MS. GIRVAN:  But I thought the historical estimate was 44 percent.


MS. ROUSE:  So there were different assumptions used for 2012 and 2013, the reason being that in 2012, if you recall, the forecasted amounts were updated in October, so we had some more information available at that time for the passage of time.


If you have a calendarized work plan, you can come up with a better forecast, still a forecast, of what the in-service amounts would be.  In the absence of a calendarized plan we have to rely on historical estimates.  So that is where the 61 differs from the 44 percent.


So in order to get your total 2012 in-service additions, you need to look at the 2012 spend coming into service in '13, plus the 2013 spend coming into service in 2013, which is where it becomes a bit more complex as you continue through the years.


MS. GIRVAN:  Thank you.


MR. RUBENSTEIN:  If we can go to AMPCO No. 1.  So the second sentence in the response says:

"The OEB applied these estimates to segments for both 2012 and 2013 capital spending to determine the approved in-service amounts by segment for 2012 and 2013."

Would I be right that what happened was THESL applied those estimates to its segments for both 2012 and 2013 capital spending to determine the in-service amounts asked for and the Board approved that?


MS. ROUSE:  So in the undertaking response of J5.1, during that hearing we came up with those estimates that were presented to you in that undertaking.  And as a result of that, whatever the Board approved, which segments they approved or jobs that they disapproved within those segments were adjusted for through their decision, and, therefore, your OEB Staff 3 in-service approved amounts reflects the decision, and not necessarily J5.1.


MR. RUBENSTEIN:  But it was THESL, after the decision in its draft rate order, that essentially took the Board's comments and its decision what to approve and what not to approve, and sort of revised the chart, essentially, what would be in-service.


MS. ROUSE:  Correct.


MR. RUBENSTEIN:  And the Board approved that.


MS. ROUSE:  Correct.


MR. RUBENSTEIN:  Okay.  So the second paragraph -- this is sort of the discussion we were having earlier about how you came up with the 2014 in-service number.  And you state that:

"The 40 percent estimate in-service rates for THESL applied to the proposed 2014 cap ex is based on several factors, including..."

I was wondering if you can walk me through both of the two factors that you provided.  The first is:

"The deferral -- the deferred completion of some OEB-approved Phase 1 capital expenditures to 2014 (i.e., work that was originally expected to come into service prior to 2014) due to the timing of the Phase 1 decision and other operational factors."

So I take that to mean that there are certain -- you had deferred certain projects because of the timing of the decision, and so that has now been put into 2014.


The second factor is:

"The absence of certainty and predictability of long-term capital funding since THESL's last rebasing."


Can you explain what you mean by that?


MR. SADEGHI:  So just so I am clear, do you want us to explain what I mean by point number 2 or what is meant by the whole response?


MR. RUBENSTEIN:  So let's break it down.  Let's just start with, was I correct with how I characterized point number 1?


MS. ROUSE:  So the point number 1, OEB Staff No. 3 shows a forecast of capital spending amounts from '12 or '13 that would carry over to an in-service in 2014, which is the deferred work that we're referring to from Phase 1.


MR. RUBENSTEIN:  And so -- and point 2, can you explain that to me?  I don't fully understand.


[Witness panel confers]


MR. WALKER:  To answer what we mean by the absence of certainty and predictability since the last rebasing, when we had the IRM decision, as you will recall from our last filing, we had to demobilize our capability.  We had contractors that, you know, were on contract to do work that we had to go and say there was no work for them to do.


We stopped the program.  Then we ramped the program back up, and that change affected, you know, what our ultimate outcome of our year would be, how much work we could complete, what would get in-service.


When we move into '13 we had a similar situation, in that, having not gotten a decision at the start of the year, we undertook a certain program on expectation of funding, and some of the projects that we undertook in that year did not get approved and consequently are not reflected in the ISA amount.  So those are the uncertainties historically that have affected our ISA numbers and how we end up where we are.

MR. RUBENSTEIN:  So for 2014, would I be correct in putting it this way?  How you determine the ISA amount is you again use the historical percentages as a base, and then you adjusted it based on these two factors?

MR. WALKER:  That's right.  So the fact that some of the work that we would have intended to have done in '13 now moves into '14, that means that for the remaining '14 work, we're expecting about a 40 percent in-service by the end of the year on that work.

MR. SADEGHI:  If I may just add, so the in-service additions that we're projecting to have by the end of 2014 is based on having 100 percent of the previously approved jobs from 2012 and 2013 in-service by the end of 2014.

In addition to that, we're projecting to have 40 percent of the new 2014 jobs in-service by the end of 2014.

Does that help?

MR. RUBENSTEIN:  Yes.  It does.

I am not sure if you were listening in on the discussions of the first two panels, but there was a discussion about the difference between technical in-service additions and financial in-service additions.

The question that -- the method you've used to determine what the ISA is, why exactly are you unable to predict on an individual job level when an individual job will come into service?

[Witness panel confers.]

MS. ROUSE:  I will start my response to your question with the fact that, at the time of putting together these rate filings, we are in the absence of a calendarized work plan, and therefore we do have to make some sort of estimate of how much of that work would go into service.

Now, if a job was going to be completed in December, it might not necessarily go into service, from a financial perspective, in December.  And as a result, you need that calendarized plan in order to make some realistic forecasts of the in-service amounts.

And so therefore in the absence of that, we look to historical averages to come up with an estimate.

My colleague here, Mr. Sadeghi, will add on to some other complexities with the work program itself.

MR. SADEGHI:  So just to add to that, one of the reasons why it's extremely difficult for us to predict exactly when a job is going to be in-service -- there's a number of factors.

One of them is that many of the jobs, they span multiple years.  So for example, it could start in March of this year, but then it doesn't get completed by, let's say, November of the same year.  So therefore we will not be able to declare it in-service in 2013.

The other thing is that -- let's say we had planned for a job to finish by October or November of the year, but other external factors arise such that it has an impact on the execution or the completion date of that job.  And as a result of that, that job could get deferred or carried over into the following year.

So that's why it is very difficult for us to tell you on a specific job-by-job basis which ones of them are going to be in-service, what month of the year, and consequently in that year.

MR. RUBENSTEIN:  But internally for your own work planning, to know which crews you are going to send out and the materials you need to purchase, you must have some sense of when each job is expected to be completed.

MR. SADEGHI:  Yes.  So at the time that the 40 percent estimate was put together, we did not have a calendarized execution work program prepared.

So really, the 40 percent was based on the historical estimates, as well as taking into consideration that our crews will be also busy working on executing pre-approved 2012 and 2013 jobs in-service in 2014.  And with the time that remains, we forecast to have 40 percent of the new 2014 jobs in-service in 2014.

So really, the declaration of in-service is directly coupled with what month of the year that job is going to be completed.

So for instance, if a job is completed on December 15th of the year, it is very unlikely for us to call that in-service in the year of 2013.

MR. RUBENSTEIN:  So two questions.  Why would that be the case?

MR. SADEGHI:  Sure.

MR. WALKER:  If I can add to that, in the course of a year -- and I think we said this in -- in our original manager's summary we talk about the things, the complexities that we face in our downtown urban environment that affect our work plan.

So we may set a plan, and then we may have problems with permits.  We may have other city work that comes up that interferes with that.  We may have material issues that affect things.  So the program is dynamic and it changes as the year progresses.

And because of that, we could use the current work plan as we have it in hand at the time to estimate ISAs, but it probably still would not ultimately be a true reflection of what work goes in-service and what work doesn't by the end of that actual year.

And that is just the nature of the work that we carry out.

MS. ROUSE:  To answer your question that you asked about why if a job was finished December 15th, it might not necessarily come into service from the financial numbers you're seeing in front of you in that same year, there is a timing lag due to the processing that happens on the back end of a job being complete.

So once something is used or useful, the construction crews will complete that job and close it out.  Then those jobs get passed to the financial team, who will then review the costs within a job and allocate it to assets, and then we will physically upload it into our financial books to start depreciating those assets.

And at that time we call it in-service, and those are the numbers you see reflected as in-service.

MR. RUBENSTEIN:  How long is the lag usually?

[Witness panel confers.]

MS. ROUSE:  I think the answer is it depends on the complexity of the job and the job itself, because a more complex job could take upwards of three months, perhaps.  Something more straightforward as that you are just simply purchasing new equipment would happen within the same month, from a facilities perspective, for example.

MR. RUBENSTEIN:  If we can --

MR. SADEGHI:  However, if I may just may add to Ms. Rouse's comment, we are looking into ways of minimizing the lag from the time a job is completed to the time that it is in-service.  So that is a work-in-progress for us, and we're looking to reduce the latency.

MR. RUBENSTEIN:  If we look at the projects that you are proposing for 2014, the complexity that the average job is, what would be the average lag?  I am just trying to get a sense here.

MR. SADEGHI:  I wouldn't want to speculate on that, because it really depends on the job.  It is a very broad question.  I wouldn't be able -- I mean, we could have jobs that could last a week; we could also have jobs that could span multiple years.  It really depends on the job.  Like, there is no such a thing as a typical job.

MR. RUBENSTEIN:  My other question, then, was:  You said when you filed the application you didn't have sort of a calendarized work schedule, but now I would take it you do for 2014?

MR. SADEGHI:  We are currently working on that.  We expect to have that ready in the very near future.

MR. RUBENSTEIN:  When would the very near future be?

[Witness panel confers.]

MR. SADEGHI:  We are planning on having an execution work program by the year-end, or very near that.

MR. RUBENSTEIN:  All right.  If I could take you to Staff Interrogatory 18, I just want to get a sense of, for the purposes of monitoring and tracking, how that's going to be done for the purposes of the true-up.  And from my understanding of the evidence -- and it was asked in an interrogatory -- it was confirmed that for jobs that were deferred from 2013 for 2014, you're not seeking funding again.  It is still included in the rate rider that was approved for 2013.

So then for jobs that were added for 2013, how are the costs of those going to be recovered?

MS. KLEIN:  Sorry, Mr. Rubenstein, could you perhaps clarify what you mean by "jobs that were added"?

MR. RUBENSTEIN:  Well, if we look at the top, say, of the interrogatory:

"Please state whether or not the reprioritization..."

So that is inclusive of job substitutions, deletions and additions, so speaking of additions.

MS. KLEIN:  So, Mr. Rubenstein, you mean jobs that were added to the segments as part of the 2014 update to the application?

MR. RUBENSTEIN:  No.  I'm talking about a job that was added in 2013 or sort of reprioritized, but it was not included in the -- in the 2013 job, another job was deferred because of that.  When will the costs of -- how will the costs of that reprioritized job be recovered?

MS. KLEIN:  Okay.  So you asked about tracking and recovery, so the question is about how will these be recovered?

MR. RUBENSTEIN:  Well, how will it be recovered?  Let's do it that way.

MS. KLEIN:  Okay.

[Witness panel confers.]

MR. SEAL:  So, Mark, our understanding of the true-up, and based on the Board's decision in the true-up mechanism, at the time we do the true-up we will have, in our various deferral or variance accounts for each of the ICM segments, the actual spend on the particular segments.

So to the extent that there was an additional project in that segment, it will be -- show up in the year that it was actually in-service and be treated as part of the total in-service actual amount for that year for determination of true-up.

MR. RUBENSTEIN:  So 20 -- but my question then is, my understanding is a 2013 project that was deferred to 2014, you're not seeking additional funding in this application, in this phase of the application, for that, because it is already included in the 2013 amount.

MR. SEAL:  That's correct.

MR. RUBENSTEIN:  So I am correct about that?

MR. SEAL:  That's correct.

MR. RUBENSTEIN:  So then if a project is added to that 2013 -- I realize I am not being very clear.  Maybe I will provide an example as sort of a hypothetical, and maybe -- a couple of hypotheticals, and maybe we can work that way.

So a hypothetical would be segment X, and the Board approves the work that you had set out in segment X based on 10 jobs at $10 million for 2013.  So if THESL brings into service $10 million in 2013, but, say, only for eight jobs, so eight of the jobs in 2013, but still the amount at $10 million, what is trued up?

[Witness panel confers.]

MR. SEAL:  Our understanding, again, based on the Board's decision, is it is at a segment level.  It is the segment level, actual spending versus a segment level approved -- sorry, ISAs versus a segment level approved, ISAs that will be trued up.

MR. RUBENSTEIN:  In that year?

MR. SEAL:  For each of the years of our ICM program.

MR. RUBENSTEIN:  So in that example there would be -- you asked -- you were approved for $10 million as a whole, regardless of the number of jobs.  And you spent that much -- even if it was for fewer jobs, there would essentially -- they would balance.

MR. SEAL:  Well, I think there is an expectation that when we do the true-up we're not just going to present a number and say:  We spent $10 million.  You gave us $10 million.  Therefore we're all even.

We do expect that the -- and we're recording in each of the variance accounts the spending on the particular segments, and that information will be available and will form part of the evidence on our true-up.

So the fact that we, in that particular case, if we spent -- if we only had eight particular segments but still spent the $10 million, there will be an explanation for it.

MR. RUBENSTEIN:  I am not trying to -- it was just a hypothetical just to get a better understanding.  I'm not trying to...

MR. SEAL:  That is our understanding of the true-up.  As we've said, we're going on the words in the Board's decision.

MR. RUBENSTEIN:  Now, the question then becomes, if you had done -- using the same sort of base example, and you do eight jobs that year at $8 million, but you do two job -- two are deferred to 2014, and in the application none were originally -- or you're seeking -- there are no other jobs in 2014.

So those two jobs in 2014 will be -- those two jobs in 2014 that you had not -- but originally -- sorry, the two jobs that were deferred to 2014, those are in rates in 2013 through the rate rider?

MS. KLEIN:  So, Mr. Rubenstein, I think that what you're getting at -- maybe I can be helpful and just direct you to the Board's decision at page 75 from phase 1, that this -- it's some degree of fluidity between shifting jobs between years as what the Board determined was part of how the ICM would work and how the true-up mechanism would work.

The fourth paragraph down on that page, where -- the quote is that:

"The Board will permit spending to be moved between the various jobs contained within a segment, and that project..."

In the next paragraph:

"... project spending may also be moved between the approved years within the same project classification without creating a variance."

MS. GIRVAN:  Can I just interject?  So in Mark's example, if you spent 8 million in 2013 but you were recovering through the rate rider the sort of equivalent of 10, then that would be trued up.  But what would also be trued up would be the incremental amount, say the 2 million that you are now adding to 2014, and that would be trued up if you actually spent that.

[Witness panel confers.]

MS. GIRVAN:  Because you are recovering in 2013 the equivalent of 10 million, or the revenue requirement impact of the 10 million, it is important, I think, to true it up to reflect the 8 million, right?  And you would be doing that?

MR. SEAL:  I think that -- I'm not sure exactly, Julie, but I believe that is how it would likely work.  

Toronto Hydro is committed to making sure that ratepayers and the company are held whole for the ICM spending -- or the ICM revenue that we're recovering through the rate riders, and what we're actually spending on capital.

MS. GIRVAN:  So for each project or each segment, you're going to have an in-service date, an actual in-service date?

MR. SEAL:  Each -- we are tracking the work that gets done.  It is going into the variance accounts in the particular year that it becomes in-service.  So those amounts are recorded in the variance accounts in the year they come into service.

MS. GIRVIN:  Not the month they come into service?

MR. SEAL:  Well, they go into the accounts when they come into service, yes.

MS. GIRVIN:  Sorry, Mark.

MR. RUBENSTEIN:  No, that was actually -- I have no more questions.
Further Questions by MR. FAYE:

MR. FAYE:  Could I just have one quick follow-up?

I think the example Mark started with isn't the example he ended with.  And I just wanted to check my understanding of this.

Using his 10 million, 10 projects, now you have a project that comes about and it is more urgent than some of those 10 projects, so you substitute.

But you can't do 11 projects in the year, so you shove one forward to 2014, and you put in this more urgent project.  And let's assume it has the same cost.

So you spend 10 million.  You do 10 projects, but one of them fell into 2014.  But it's a deferred project; it is not a 2014 project on your 2014 application.  How is it funded?

[Witness panel confers.]

MR. SEAL:  Sorry, Peter.  Can you just clarify the last part of that question?

MR. FAYE:  Yes.  Let's say you start with 10 projects worth $10 million in year 2013.  You have an ISA number, you have rate riders to finance that cost of those projects.

And some time during the year a more urgent project occurs, something you didn't think of.  Like Sunnybrook, maybe, or whatever -- a cable starts failing that you hadn't anticipated, and you have to substitute that one.  You have to do that one right now.

But to do it, you have to defer one of your other projects to 2014 for whatever operational reasons; you don't have the resources.  But one project worth a million dollars falls into 2014, but it is a deferred project.  It is not part of your 2014 capital list so it is not accounted for yet, but you still spend the 10 million bucks on 10 projects, one of which was more urgent, and now you have this one project in 2014 that appears to be unfunded.

Your rate rider only covers the 10 million for the 10 projects you did in 2013.  Your rate rider for 2014 will only cover the projects you proposed for 2014, and this one seems to be sitting out there with no funding.

Is that a possibility?

MS. KLEIN:  Mr. Faye, that is a possibility, and our view is that the Board did address that possibility as part of the decision and Rate order, and in particular, page 2 and 3 of the Accounting order.  Perhaps it would be helpful to turn that up.

In particular, at the top of page 3, the Board states there that:

"The recalculated revenue requirement on an actual basis will be compared to the ICM rate rider revenues accrued for the same period to determine the variances (i.e., underspend or prudent overspend amounts).  These variance amounts will be refunded to or collected from customers through a separate rate rider at the time of THESL's next rebasing application."

MR. FAYE:  That makes sense.

And if I could just ask one more quick question, I asked a previous panel about your interpretation of when an asset comes in-service.

We used as an example of that the underground, and the underground consists of a number of major components, one of which is civil infrastructure.

Do you consider that when the civil infrastructure is complete and therefore ready to accept cable, does that qualify as an in-service asset?

MS. ROUSE:  In the Board's decision, they spoke to used or useful as being the definition of "in-service additions."  That is actually consistent with our accounting policies around in-service additions.

So in our opinion, and the way we have previously always treated civil assets, is that once they are useful they are considered to be in-service.  So that has been our longstanding practice.

MR. FAYE:  So the project doesn't have to go in-service electrically; you just have to have a major part of it done which can stand by itself and be a useful asset.

Can I make the same assumption about overhead?  Once you have planted all of the poles on a job but there's no wires strung, are the poles used and useful and therefore an in-service asset?

MR. WALKER:  We don't typically do projects on overhead where we only install poles.  At least not large projects.

MR. FAYE:  No.  I'm thinking of a situation where you have, say, a contractor has been hired to plant a whole bunch of poles on a job, but that is all he is going to do.  And you might not come back for a year to replace conductor.  Like, the old line is still operating.  New poles have been installed, usually higher.  And then some time later when your crew has time, they go in and pull the wire in and do the electrical terminations.

Would you consider the contractor's work of planting all of those poles as a used and useful project, and therefore qualify it as an ISA?

MR. WALKER:  Well, I...

[Witness panel confers.]

MR. WALKER:  The way that we determine that a project or job is ready for use or for ISA is when that job in its totality is complete, as a packaged unit, if you like.

So in the case of underground civil, there are cases where we have a project that is civil only, or a job, I should say, that is civil only.  And that job, when it is complete, because that civil is useful, we consider it to be in-service and it is treated under ISA.

In the case of overhead, we don't typically do jobs broken up that way.  We don't typically do poles in one job and then the conductors in another job; they're typically bundled as one.

Even if we have a contractor doing that, it is a sub element of that job and it would not be considered complete from our financial perspective, and therefore not in ISA until the entire job was complete.

MR. FAYE:  Okay.  Thanks.

Questions by MR. BRETT:

MR. BRETT:  If I could just ask a follow-up to that, are you saying that with respect to the underground example that he started with, where you have a concrete conduit into which you later install a cable, are you saying that depending on how you describe that job as either one job or two jobs, that the in-service date of that facility would change?

I guess my -- and maybe as a second part of that, and this was just -- I mean, this is not at all pejorative.  I am just curious.  Have you obtained a legal opinion at any time about that?  Whether or not in the case of an underground -- a project which is -- consists of installing a conduit and then putting a wire in it, that if you just installed the concrete conduit but didn't put the wire in it, that project could be viewed as used or useful?

MR. WALKER:  Well, I will speak to the first part.

MR. BRETT:  All right.

MR. WALKER:  We do treat civil, as an example, as being useful when it is completely constructed.  When we can actually pull wire into that structure or install equipment into our civil infrastructure, we consider it to be useful.

But that doesn't necessarily mean, even under those circumstances, that it goes in-service.

If we have a project that has both civil and electrical elements to it, until that entire job is complete, none of it is in-service.

MR. BRETT:  That helps.  Thanks.

MR. DAVIES:  Does any... Shelley?
Questions by MS. GRICE:

MS. GRICE:  Hi.  I just had a question that came up following the discussion this morning where the charts come up a few times in Board Staff No. 3 with the update of 2014 in-service additions.  But before we get there, could we -- I just want to make sure I am understanding this properly.

Could we look at tab 9, schedule 1, page 14, and then compare that to the chart that was provided in SEC No. 4, that showed a breakdown of the new 2014 ICM segments, the portion from phase 1, the Copeland TS, et cetera?

MR. WALKER:  Sorry, could you repeat the first --

MS. GRICE:  Yes, sure.  It's table 1 on page 14 of tab 9, schedule 1.

MS. KLEIN:  Okay.

MS. GRICE:  Okay.  So what I'm getting at is if you look at table 1, the total ICM projects for 2014, it's 371.37.  And if you look at SEC No. 4 and you add up all of the components ahead of pre-2012 CWIP, that also totals 371.4 million.

And then below that, for the total normal capital budget, the amount on table 1 is 157.38, and if you look at the two bottom parts on SEC No. 4, the chart, that also adds up to 157.4, with a total of 528.75.

So I am getting to my question now.  If we go to Board Staff No. 3, I just was trying to map those numbers to this chart, and I wonder if I can -- if that is something that can be done.

MS. ROUSE:  Which numbers specifically from the chart are you trying to match up to the OEB Staff 3 interrogatory?

MS. GRICE:  The total ICM projects, and then the total normal capital budget.

MS. ROUSE:  It is important to note that OEB Staff 3 interrogatory response is only on the phase 1 approved amounts, whereas the table 1 on tab 9, schedule 1 has a column for the phase 1 as well as the phase 2.

MS. GRICE:  Okay.  So that is the difference between the two?  Okay.

MS. ROUSE:  Yes.

MS. GRICE:  Okay.  Thank you.

Okay.  My first question that I had is regarding AMPCO No. 18.  And we just asked a couple of questions about the rate pressures beyond 2015, and part of the response was that, if you look in the second paragraph of your response:

"THESL's statement was meant to indicate that refurbishment of the distribution grid requires significant and sustained multi-year investment which will continue into 2015 and beyond."

Can you give us a sense of what you mean by "and beyond"?  Is that five years, 10 years?

MR. SADEGHI:  So really what we're talking about here is about one-third of our assets are already beyond their end of useful life, and our projections show that another close to 20 percent, subject to check, are going to be in the same category within the next 10 years.

So the message here is that we're going to have to continue to invest and renew all of our assets over the years to come.

MS. GRICE:  So "over the years to come" meaning the next decade?

[Witness panel confers.]

MR. SADEGHI:  I don't have the exact number, in terms of a decade or five years or six years, here with me.  But if this is something of particular interest to you, we could provide that to you in the form of an undertaking.

MS. GRICE:  Sure, that would be great.  Thank you.

MR. DAVIES:  JT3.7.
UNDERTAKING NO. JT3.7:  TO PROVIDE A PROJECTION OF THE NUMBER OF YEARS OF FUTURE SPENDING THAT WILL BE NEEDED BEYOND 2015.

MR. SADEGHI:  And, sorry, just so I am clear, what exactly is it that you are looking for?

MS. GRICE:  You mentioned the need for spending beyond 2015, so what we're looking for is a projection of how many years of future spending you are anticipating will be needed.

MR. SADEGHI:  Understood.  Thanks.

MS. GRICE:  Thank you.

MS. KLEIN:  Ms. Grice, I just wanted to also just direct you to the end of this undertaking, perhaps just to try to be helpful and manage some expectations around this.  We do note at the last sentence that we have not yet identified the full scope and quantum of its capital fund -- of our capital funding request for the next five years, just as a matter of precision for the undertaking response.

MS. GRICE:  Okay.  Thank you.

MS. KLEIN:  Okay.  Thanks.

MS. GRICE:  Okay.  Thanks.  And just with respect to that last statement, is there anything you can share with us about that 2015-to-2019 application at this time?

MS. KLEIN:  I think it is fair to say that it's going to be actively in progress over the next several months as we put that together.  Our immediate focus, of course, right now is this current work program and this hearing, but we are endeavouring to actively put together that application, but do not have information at this point.

MS. GRICE:  Okay.  Thank you.

And then I just have -- my last questions are on Interrogatory No. 19.  And in that interrogatory we asked for a further explanation of how THESL has ramped up its capacity to carry out work in 2013 and 2014, and in the response in the first section under part (c), it says that:

"The key methods utilized by THESL to ramp up capacity to carry out work in 2013 and 2014 is to help develop contractors' capability by providing them with progressively more complex types of projects."

Can you just give me an idea of what are the "more complex types of projects"?

MR. SADEGHI:  So one of the resource-constrained portfolios is that -- the downtown network underground work, and that is the kind of portfolio that requires a very specialized set of skills.

And really what we're doing is we're working with the contractor community to give them fairly simple jobs to begin with, to enable them to build capabilities within those portfolios.

So that would be one of the examples.

MS. GRICE:  So it is primarily underground work, like, just looking at your...

MR. SADEGHI:  No, I wouldn't say it is primarily underground work.  I mean, there is the -- we are looking at all the resource-constrained portfolios, so it could be box construction, it could be lead, it could be underground downtown, and really working with the contractor community to develop their capabilities in those areas.

But in addition to that, even for the non-resource-constrained portfolios, engaging them to work in more complex projects.  So rather than the simple jobs, increasing their capabilities to do more than that.

MS. GRICE:  Okay.  Thank you.

And then in part (d), it says:

"One of the key methods is to provide a stable and steady flow of work to the contractors, which allows them to increase the resources dedicated to carrying out work assigned to them by THESL."

And I just wondered, in -- in that statement, is there a risk of doing the work too early, meaning that assets with still an economic life are being compromised?  Is that...

MR. WALKER:  I can speak to that.  I don't think that's a true reflection.  You know, as we have said throughout all of these applications, and we just talked about how many assets are reaching their end-of-life and so on, we have very valid work that needs to be carried out that really, in my view, goes beyond even our capabilities today.

So I don't think there is any work we're putting forward that's prematurely removing assets so that we can keep contractors employed, if that is the question.

MS. GRICE:  Yes.

[Witness panel confers.]

MR. WALKER:  There is something that we mentioned in the Board decision, sorry, where we talk about opportunistic replacement of assets.

I think we had examples of replacing transformers when we're doing a cable job, because even though those transformers might not be truly at their end-of-life, it is much more cost-effective to replace them at the time that we're doing the civil and the cable work than to try and maintain the existing transformers in around those jobs.

So those are examples where we would perhaps replace something before its end-of-life.  But the Board had approved that in their decision as a prudent thing to do.

But outside of that, we don't drive any jobs, in our view, based on premature replacement of assets so that we can keep contractors employed.

MR. SADEGHI:  I think the key methods that, with regard to point (d), we're trying to get across is stability and steadiness is really what we're looking for.

It is really through that stability that we get to build the contractor community and have them ramp up accordingly.  And that is what we're hoping to achieve through phase 2 as well.

MS. GRICE:  Okay.  Thank you.  Those are my questions.

MR. DAVIES:  Does anyone other than Staff have any –- Mark?
Questions by MR. GARNER:

MR. GARNER:  I'm Mark Garner.  I am a consultant with VECC.

If I can bring you back to the table that was raised earlier, that is at tab 9, schedule 1, page 14.  Ms. Grice was speaking to that table.

I wasn't involved in the phase 1, and so I am going to challenge the concept there are no stupid questions and hope for your indulgence.

If you look at that table, you will see a figure for project B1, underground infrastructure, 59.77.  And I have read the Board's decision and I am wondering if I've got the correct interpretation.

Is the variance -- as I read the decision, the variance that the Board is going to ask you to track if this application is approved -– and let's just assume for a moment the 36.7 is approved in this application -- the variance you are being asked to track, therefore, will be around 59.77; is that your understanding also?

MR. SEAL:  That's correct.  That's my understanding.

MR. GARNER:  Thank you.

Now, back to this discussion you were having about premature replacement of assets that are opportunistic, again, I saw the same in the Board's decision and I understand that.

When you are tracking those variances, is it your intention to track by project, where and when you have displaced current -- assets that still have undepreciated value to them, so that that can be a discussion when you look at any variance in that account?

[Witness panel confers.]

MS. ROUSE:  What we would be tracking is the actual project costs in addition to when they come into service.

So we would leave it up to the experts, our engineers, to assess that the asset that they were replacing actually was at the end of useful life.  So on the tracking side of actuals, that would not be included.

MR. GARNER:  Sorry, I had a little trouble understanding that response.

If an asset is taken out of service for whatever reason, don't you, as the financial people, make a determination of what value, if any, is left in that asset in determining your bookkeeping?

MS. ROUSE:  Under US GAAP, there is no accounting standard for de-recognition of assets.

If an asset is sold, such as a building, we would dispose of that asset, but there is no de-recognition otherwise.

MR. GARNER:  Okay.  Thank you.

My next question is totally unrelated, and it has to do with the calculation of the incremental rate rider.

I see in this evidence there is an option A and an option B.  I am wondering if you would help me understand the difference between those two options, and what's being proposed by THESL for the application.

MR. SEAL:  THESL's proposals for the rate riders is consistent with the approval we received in phase 1, which was to have rate riders on both a fixed and variable basis.

The Board's models provide for calculation of the rate riders on a fixed and variable basis, or just a variable basis.

So we've just filled out the particular model with those data, but our application has a proposal for fixed and variable, which is the same basis the Board approved phase 1.

MR. GARNER:  Thank you for clarifying that.

I think those are all of my questions.  Thank you.

MR. DAVIES:  Thank you.

Does anyone else have any...

MS. GIRVAN:  I have questions.  Are we going to break or when are we going to break, or what are we going to do?

MR. DAVIES:  I think if no one else has any questions other than Staff, we might just...

MR. BRETT:  I have questions.

MS. GIRVAN:  I have questions.

MR. BRETT:  Both of us have questions.

MR. CASS:  Do we have any sense of the amount of time for the remaining questions at all?

MS. GIRVAN:  I am about 10 or 15 minutes.

MR. BRETT:  I have not that much.  Probably about seven minutes.

MR. DAVIES:  How long do you think yours would take, Fiona?

Probably mine would be between five and 10, so probably looking at a half hour to an hour left.

MR. CASS:  If it was half an hour, it doesn't seem to make sense to take a break for lunch to come back for half an hour.  I am not trying to dictate for other people, but can we proceed and see how far we get, say, by 1:00?  If we seem to be close at that point?

MR. DAVIES:  That would be fine for -- from the Staff point of view, unless anyone...

MS. GIRVAN:  I will go ahead.  Sure.
Questions by MS. GIRVAN:

MS. GIRVAN:  Can I just take you back, again, to the tab 9, schedule 1, page 14, that chart?  I just want to see if I get this right.

So the in-service additions for '14 are going to be 528 million, which is a combination of those proposed to be in-service in 2014 and part of your application today, and the carryover from 2012 and 2013 from phase 1; is that right?

MS. ROUSE:  Yes.  The first column of 2012/2013 approved CAPEX in-service in 2014 is the carryover from the phase 1 application.

And then your second column, phase 2 proposed CAPEX, is the new phase 2 application amount that is proposed to come in-service in 2014.

MS. GIRVAN:  Okay.  So what is your capital budget or expenditures for 2014?

It's obviously got to be something more than the 528, because you are spending money, correct, in '14 that won't go into service in '14.

MS. ROUSE:  So if I can refer you to VECC 2 interrogatory response, we have a 2014 CAPEX forecast amount there.

MS. GIRVAN:  Mm-hmm.

MS. ROUSE:  And then you have to add to that your -- if you actually refer to tab 9, schedule A-1, page 1 of 1, table 1, "Capital summary" table, it actually shows you the phase 2 2014 capital proposed ask.  The sum of those two amounts should be approximately around 540 million, and that includes the Copeland station.

MS. GIRVAN:  So that's, in the sort of traditional sense, you were comparing to 2011 your capital budget?  Is that -- this the comparable number to what you said for 2011?

MS. ROUSE:  I don't think it would be fair to say that Copeland is a comparable project to anything that we have done in the last five years.

MS. GIRVAN:  No, no, no, but I'm just saying comparing apples to apples.

MS. ROUSE:  Yes.  So if I take out Copeland from the equation, it brings me, actually, to approximately 418 million, which is very comparable to 2011 size of the work program.

MS. GIRVAN:  Okay.  And just a general question.  So in terms of your interpretation of the Board's decision, is it Toronto's view that if the Board approved a particular segment -- so say handwell replacements -- that all of your spending in that segment should be approved, as long as it is prudently incurred?

MS. KLEIN:  So, Ms. Girvan, perhaps it would be helpful to turn up the Board's issues List decision from October 17th, 2013.

MS. GIRVAN:  Mm-hmm.

MS. KLEIN:  So on page 2 of this decision, the Board says that:

"For a project segment that has already been approved, the Board does not intend to revisit the appropriateness of THESL making expenditures in this category."

MS. GIRVAN:  So back to my question, does that mean that you're interpreting that to mean that if the Board approved, say, for example, the handwell replacements, that you are free to spend as much as you want in that particular area as long as at the end of the day, I guess you can make your case that it is prudent?  Is that the way you are interpreting that?  I am just trying to clarify.

It's not -- I think it is, and handwell replacement is a good example, because you found a whole bunch more that you need to replace, and so you are moving forward with that, right?

So you seem to be saying:  Because the Board has approved the category of handwell replacements, that we should be permitted to spend whatever we want in that particular area.

MS. KLEIN:  Well, I think the -- I guess the characterization of spending whatever we want would be a matter --

MS. GIRVAN:  Whatever you think is required or whatever you have the capacity to do.  I'm just --

MS. KLEIN:  And that is what our 2014 update certainly reflects, from our perspective.  I do believe the Board also said that it intends to review the spending proposals for the segment filed in respect of the spending proposals --

MS. GIRVAN:  Yes, after the fact.

MS. KLEIN:  Well, this was with respect to phase 2.  So certainly we recognize that intervenors may want to ask questions around the jobs that make up that segment and confirm the information and the jobs filed are, in fact, consistent with the decisions that the Board made in phase 1.

But certainly it would be our position that the Board has decided on the appropriateness of Toronto Hydro's spending on work within those approved segments for the purposes of the ICM term.

MS. GIRVAN:  Okay.  If you could turn to Board Staff No. 2, please, it is in issue 1.  And I was just a little confused by this, these comments regarding "normal capital expenditures" and "normal capital budget".  So can you clarify that to me and explain what the distinction is?

MS. KLEIN:  Sure.  Sorry, could you give us the reference one more time?

MS. GIRVAN:  Board Staff Interrogatory No. 2, under issue 1.

MS. KLEIN:  Thank you.

So, Ms. Girvan, I want to avoid just reading the IR response back to you and actually be helpful here, so perhaps you could let me know if there's some areas of confusion and we can try to address those specifically.

MS. GIRVAN:  Well, I just don't actually know what the difference is between "normal capital expenditures" --

MS. KLEIN:  Okay.

MS. GIRVAN:  -- and "normal capital budget."

MS. KLEIN:  Okay.

MS. GIRVAN:  It seems to imply it includes CWIP, pre-2012 CWIP, is the normal capital budget, but the normal capital expenditures don't, and I am just confused.

You could undertake to get back to me if you want, if you are -- I just didn't really understand what was being said.

MR. SEAL:  Perhaps at the risk of taking you back to the response that is in the interrogatory, in part (c) it does explain normal capital expenditures being a subset of normal capital budget.  So it is only the 2014 in-service capital expenditures not funded through ICM rate riders.

MS. KLEIN:  So, Ms. Girvan, perhaps we could go back to the figure on page 7 that you referenced.  I personally find it helpful to do this visually for myself.

But the normal capital expenditures are effectively a subset of the normal capital budget, and on this figure at page 7, it is the box in the lowest quadrant of this stack of boxes in that figure.

So I think as --

MS. GIRVAN:  Which page 7 are you referring to?

MS. KLEIN:  It's page 7 of schedule 1, tab 9.  This is the 2014 manager's summary.

MS. GIRVAN:  Okay.

MS. KLEIN:  There is a visual representation at page 7.

MS. GIRVAN:  Okay.

MS. KLEIN:  So at the bottom of the figure on the left-hand side are three pink boxes, and the lowest one, titled "Normal capital," which roughly translates to normal capital expenditures, and then above that is "Pre-2012 CWIP", and then above that is the portion of Copeland that we have situated below the threshold.

So those three items add up to what you see in the box on the right-hand side.

MS. GIRVAN:  Non-ICM spending?

MS. KLEIN:  You got it.

MS. GIRVAN:  Anyway, I was confused by the response.  I guess nothing really turns on it.

Okay.  If you could turn, please, to AMPCO No. 2, and it is under issue 1.  In the first -- the reference, it says that:

"The OEB was not satisfied with the level of detail regarding the work contained within [...] continuing projects and emerging issues..."

And I get the impression that although the Board didn't allow those projects in phase 1, you are proposing to bring them back in phase 2; is that correct?

And if that is the case, can you please explain to me why these are now considered non-discretionary?

[Witness panel confers.]

MS. KLEIN:  Sorry, Ms. Girvan, could you repeat the question?

MS. GIRVAN:  Yes.  If you read, it says in the first part of the question in the interrogatory, it says:

"The OEB was not satisfied with the level of detail regarding the work contained within the continuing projects and emerging issues subcategory, and didn't approve those in phase 1."

My question is:  You seem to be bringing those back in phase 2, and I wondered what changed to make these projects now non-discretionary.

MS. KLEIN:  So our view on this work was not that the OEB had found the work to be discretionary, or not non-discretionary -- apologies for the double negative -- but rather that the Board was not satisfied that we had provided enough information or enough visibility about the nature of the work.

So what we have done in phase 2 is to try to provide greater level of detail, so greater transparency into the nature and categorization of the work contained within that portfolio.

MS. GIRVAN:  Okay.  If you could -- we have had some discussion about this earlier, and I was thinking this might be a good idea.  I was hoping -- because I think there is still some confusion around your true-up mechanism, and I was wondering if you could set out for us in an undertaking how you think that would work, and use some examples.  Because I think generally in my discussions with some of the other intervenors, it is still unclear as to how that true-up mechanism is supposed to work.

Even if you don't -- I mean, you could propose something, even if you haven't thought through it.

[Witness panel confers.]

MS. GIRVAN:  And I would add, from a ratepayer perspective, it is very important.  And it is important for us to know now how that is supposed to work, from your perspective.

[Witness panel confers.]

MR. SEAL:  Julie, I am not sure I can take that undertaking, and I will try to explain why.

As you recall, during phase 1 of the hearing, there was discussion about the true-up, and Toronto Hydro did talk about working with intervenors and Board Staff to develop a true-up.

The Board was, we think, quite clear in its decision that the true-up will –- the true-up mechanism, they're clear on the tracking, so the establishment of the variance accounts that will track the actual in-service amounts for each segment.  They were clear on the variance accounts that will track the revenue that is coming from each of the ICM rate riders.  And they were clear that at the end of the process, during the next rebasing, is when the true-up will occur.

So at this point, I don't think I can speculate on what that might look like.

We are tracking our spending, putting the dollars in the appropriate variance accounts, and guided by the Board's words in their decision about how that true-up mechanism might work.

I am not sure we can add any more to it.

MS. GIRVAN:  Okay.

MR. SEAL:  I can refer you, again, to the Board's decision that talks about the actual way that the determination of the true-up will work, on page 2 of the draft Accounting order.  It explains specifically about how we're to calculate the true-up mechanism and the true-up amounts.

MS. GIRVAN:  I guess I was thinking it would be helpful to have an example, but -- sort of what Mark was talking about earlier.

Anyway, well, it is something, I guess... so you don't want to give us an example?

[Witness panel confers.]

MR. CASS:  Julie, just so that we can move on, why don't we take that as the answer for today, that Toronto Hydro does not want to give the example?

MS. GIRVAN:  Okay.  The last question is School Energy Coalition issue 3, Interrogatory No. 6.  I just want to confirm what this says.

So that what Toronto is saying is that all 2012 and '13 approved capital expenditures will be in-service by 2014?  So there's no carryovers from '13 into '15, for example?

MR. SADEGHI:  So the way I would explain this is the methodology we're currently using to develop the 2014 execution work program is such that it ensures all of the projects that were pre-approved by the OEB in the years of 2012 and 2013 are in-service by the end of 2014.

MS. GIRVAN:  So they will actually be in-service in --

MR. SADEGHI:  That's correct.  So notwithstanding any unforeseeable issues, it is our intention to have all of those pre-approved jobs in-service by the end of 2014.

MS. GIRVAN:  Okay.  Thank you.  Those are my questions.

MR. DAVIES:  Tom?
Questions by MR. BRETT:

MR. BRETT:  Yes.  I just have a few questions.

The first one is actually just following up on something Julie was saying there a moment ago.  If you turn to page 75 of the Board's decision, the 2012-0064, I just want to call your attention to something you are obviously very familiar with.

At the top, first paragraph on page 75:

"With respect to the true-up of ICM capital spending and rate riders, the Board notes that the policy does not specifically speak of a true-up.  Rather, the policy requires reporting of the actual spend on the approved ICM projects versus what was approved by the Board.  The Board, at the time of rebasing, whether this is through a cost of service review or part of 4th Generation IR, or through a custom IR application, will determine whether any overspending should be allowed in rate base, or whether any underspending should be returned to ratepayers."

Now, am I reading this -- do you understand that to mean that there may not be a true-up at all?  Is that what the Board is saying?

MS. KLEIN:  Mr. Brett, our expectation is that there will be some sort of reconciliation at the time of rebasing.

Our view is that the Board clarified its perspective on this in the context of the Accounting order that was part of the decision and Rate order dated May 9th, 2013.

MR. BRETT:  Thank you very much.  I missed that, I'm sorry -- I didn't miss it, but I didn't connect the dots.

If I go to page 12 of the Board's same decision, page 12 of that decision, at the middle paragraph just before the heavy line, "Board Findings":

"As this phase of the application applies to 2012/2013, it includes recovery of 2012 capital expenditures that come into service in 2013, as well as in-service 2012 and 2013 assets, but does not include a portion of 2013 spending that does not come into service until 2014.  These assets will be dealt with in the next phase of this proceeding."

Which is the phase we're in now.

Now, do you read that to say essentially that the expenditures that are not coming into service until 2014, those particular expenditures were not approved in the last case?  That is to say, the Board did approve that you could spend money in segments 1 through whatever, but that the particular expenditures that were not coming into rate base in either 2012 or '13 were not approved?  They're to be dealt with in this case, just as the 2014 expenditures that will come into service in 2014 are to be dealt with in this case?

Is that a fair reading of that?  Or do you read that differently?

MS. KLEIN:  Mr. Brett, let me try to answer your question, and if I don't quite get it right I am sure you will set me straight.

Our interpretation of the phase 1 decision is that in approving that, the Board approved the 2012 and the 2013 work program, regardless of when the portions of that came into service, but left until -- so for the 2012 and 2013 work program, left the approval of the actual riders to the second phase.

MR. BRETT:  Okay.  Okay.  So you're -- all right.  Let's -- so really -- all right.  So that is your view.

Now, a final question.  Could I ask you to turn back the -- turn up the -- this is Board Staff No. 2, page 2, the one we were talking about, people have been talking about quite a bit.  So that is Board Staff No. 2.  Sorry, Board Staff No. -- Board -- Board Staff No. 3, issue No. 2, IR No. 3 of Board Staff, with the -- I am looking at this table on the second page of that that distinguishes between actual and approved in-service amounts.  Okay?

And if I look under the -- if we look under the left-hand part of that, "Phase 1 approved in-service total, 2013 in-service additions," down at the line "total ICM projects", there's a number, 218,530,000, right?

If I go over then into the right-hand section, where it talks about actual and forecast in-service, in the second column from the right we have something:  "2013 in-service additions forecast as at July 2013."

So that's a more recent -- oh, sorry, that is a forecast that was made mid-year, and it shows 115 million of in-service additions for 2013.

And then if we go over to the next column, that is the third one from the right, "2013 service additions, actual year-to-date" -- this is as of June -- we have 39 million, 39 and a half million.

Now, do you have a more -- do you have a more recent number than June for that year-to-date?  Like, what would be your most recent estimate of spending, say, to the end of October?

MR. SADEGHI:  The last forecast that was provided by program management office at Toronto Hydro dates back to June, and that is the most accurate one that we currently have.

MR. BRETT:  Okay.  Now, that is not a forecast.  That is a -- with respect, if you look at the second column from the right --

MR. SADEGHI:  Yes.

MR. BRETT:  -- you have a forecast that was made in July for the year, for the full year, 115.  The June number is an actual number?

MR. SADEGHI:  Yes.  So I stand corrected.  The last forecast was made in July of 2013, and that is the latest one we have available.

MR. BRETT:  Okay.  Now, that is a forecast.  Now, I am looking to see whether you have a number for actual additions more recently -- more recent than June.  I am thinking you probably have, because June is quite a long while ago.  I mean, do you have anything that shows what you have actually spent to date?

MS. ROUSE:  So at the time of preparing this interrogatory response, the most up-to-date information we had available was the June numbers.

MR. BRETT:  Right.

MS. ROUSE:  So we could check to see if there are more up-to-date information available.

MR. BRETT:  If you could give me an undertaking to do that and provide the most recent number you have --

MR. DAVIES:  Your mic is not on, Tom.

MR. BRETT:  It is on, actually, but my mic is not in front of my face.  I'm sorry.

Yes.  Could you give us an undertaking to give us the -- check and give us the most recent actual number you have?

MR. DAVIES:  JT3.8.
UNDERTAKING NO. JT3.8:  TO PROVIDE THE MOST RECENT ACTUAL NUMBER FOR SPENDING TO DATE.

MR. BRETT:  Thank you.  Those are all my questions.

MR. DAVIES:  It is after 1:00, but there is only Board Staff left, so I assume it would make more sense just to finish off rather than to...

Oh, Mark, you have one more?
Further Questions by MR. GARNER:

MR. GARNER:  I just have one very quick one.  It was just a follow-up to a -- Ms. Rouse, you gave me an answer earlier, and without the transcript in front of me -- it is something to the effect of US GAAP does not anticipate the de-recognition of assets.

And I don't want to misquote you if that isn't what you said.  But if that is correct, then I wonder if you could, as an undertaking, give me a reference for that thought, because it is not my understanding of US GAAP and de-recognition of assets, so I am wondering if you could provide me where you get that understanding from.

MS. ROUSE:  I guess I could check the guidance to see what might be available.  However, the fact that it does not call out de-recognition in the way, say, IFRS standards would, I am not sure there will be something that I can specifically point to, but, again, I can check to the guidance to see if there is something specifically I can point to you --

MR. GARNER:  If you could.  And I don't want to be argumentative, and that is not my purpose.

The purpose of my question really is that it seems to me it is a legitimate and reasonable issue for us to be asking the question of assets that are not fully depreciated that are then taken out of service, and how those asset -- how that value is, A, accounted for as part of the discussion in any variance clearance that we have.

And it seems to me that your response is indicating that THESL will not be able to track those values for us to have, therefore, a discussion around them.

And I do understand there is a difference between IFRS, US GAAP, and GAAP, Canadian GAAP, on asset de-recognition, but it was not my understanding that US GAAP has an absence of that concept.  It just has a different implementation of that concept.

MS. ROUSE:  So I guess I will undertake to check to --

MS. O'CONNELL:  Mark, I think what you're trying to get at is under Canadian GAAP and under US GAAP, there is the pooling of assets for similar, like-type assets.  And under IFRS the rules are more restrictive, in that you need to specifically -- you have to make attempt to specifically identify assets upon removal, the gain and loss.

So I think that is what you are getting at.  Under US GAAP the pooling of assets is allowed.  So it makes it more difficult to specifically identify the gain or loss on removal of a like asset within a pool.

Is that what you are getting at?

MS. ROUSE:  I believe that is what I am getting at, yes.

MS. O'CONNELL:  Yes.

MR. GARNER:  And maybe you can confirm that.  And again, to add to the undertaking, if you take it, is what I am trying to get at as a substantive issue is whether THESL is indicating that they will be unable to account for assets taken out of service as part of this ICM program, but that have residual value in those assets.

MR. DAVIES:  That's JT3.9.
UNDERTAKING NO. JT3.9:  CONFIRM AND EXPLAIN THESL'S UNDERSTANDING OF DE-RECOGNITION OF ASSETS UNDER US GAAP, AND CONFIRM WHETHER THESL WILL BE UNABLE TO ACCOUNT FOR ASSETS TAKEN OUT OF SERVICE AS PART OF THE ICM PROGRAM.

MR. GARNER:  Thank you.

MR. DAVIES:  If no one else has any further questions, Fiona or I have -- Mark?
Further Questions by MR. RUBENSTEIN:

MR. RUBENSTEIN:  I was wondering if I could ask one more question.

There was a lot of discussion earlier on today and in the evidence about how the timing of the phase 1 decision delayed a number of projects that were expected to go into service originally in 2013 and now will go into service in 2014.

For your planning purposes for the 2014 work plan, when are you expecting a decision?

MR. SADEGHI:  The way the execution work program is currently built, it assumes that all of the ask that we currently have in our phase 2 application will be approved.

We are currently resource-balanced to deliver and execute every single job that we have filed that's for our phase 2.

MR. RUBENSTEIN:  So it is not contingent on getting a decision from the Board by January versus February, versus March?

MR. SADEGHI:  I would respond to your question by giving you a scenario that if we were to receive a late decision, such as the one that we had in phase 1, where certain segments or portfolios were rejected, that will definitely have an impact on our ability to execute the work program that we have forecasted to do.

MR. RUBENSTEIN:  All right.  Thank you very much.
Questions by Ms. O'Connell:

MS. O'CONNELL:  If I could direct you to Staff IR 14, issue 2, and essentially I am just starting off with inquiries regarding Account 1588.

If I read the response to your IR and also look at that Excel continuity schedule that you submitted in evidence -- tab 9, schedule 25, "2014 deferral and variance account details" -- it seems to me, and I would like to ask you to confirm, that you have recorded zero dollar transactions, principal transactions in Account 1588 from January 1, 2009 to December 31, 2012.

Can you confirm that is true?

MR. SEAL:  That is my recollection.  So RSVA power account has had -- well, actually I might back that up.

We did, as I indicated, clear an amount related to cost of power in our 2010 filing.  So that may have had an impact on the actual amounts in that account at the time.

We do not book anything to 1588.

MS. O'CONNELL:  So you have no principal transactions in that time period?

MR. SEAL:  Correct.

MS. O'CONNELL:  Why is that the case?

MR. SEAL:  Toronto Hydro's accounting process is an accrual-based process, so we're estimating our revenues and costs on a monthly basis.

The starting point for that accounting process is our cost of power.  And because of billing cycles and meter reading time frames -- most of our residential customers only are billed every two months and read every two months -- it is not practical to determine the actual consumption.

So we rely on the cost of power data for our revenue accounting, and basically gross up the -- use that -- gross up our monthly sales by the approved loss factor.

So we do not record anything in our cost of power variance account.

MS. O'CONNELL:  Okay.  So you're saying that the revenue is equal to the cost, so that there is no variance?

MR. SEAL:  Correct.

MS. O'CONNELL:  But wouldn't there be a variance due to several items, including line loss variances?  So that once you purchase from the IESO, there are losses as it's distributed, and then the meter read that is on the customer bill would be grossed up by the Board-approved line loss factor, and there would be a variance between the actual line loss factor and the Board-approved line loss factor?

MR. SEAL:  Correct.  And what I am saying is that we can't measure accurately the actual losses on our system because of our billing cycles.  And because of the data we're getting from our distribution meters, we cannot measure the actual.

So we rely on the approved loss factor as our actual loss factor, and there are no variances.

MS. O'CONNELL:  But in terms of developing a precise number of your actual line loss -- line losses, if you recorded your expenses in account -- in the expenses that are incorporated into the variance account in 1588 based on your IESO invoice and your revenues based on what are billed to customers, wouldn't that line loss variance fall out from that?

MR. SEAL:  And perhaps that is where I am not being totally clear.  We do not base our revenue on our billed data.

Our revenue is based on our cost of power.  So our accounting process is to use the actual power purchases to determine what our revenues are.

MS. O'CONNELL:  Well, I guess if you're saying that is the case, I am a bit puzzled as to your response to part (d) of the IR, that you say that you account for all of the OEB accounts in accordance with the Accounting Procedures Handbook.

Maybe you could help me with that, because I am not totally clear if that is the case.  Do you still believe that?

MR. SEAL:  Yes, I do.  I believe that we do all of our accounting based on the guidance from the Accounting Procedure Handbook.

In this particular case, we have no data to record.  So therefore we cannot book anything to that account.

MS. O'CONNELL:  Okay.

MR. SEAL:  It's as simple as that.

MS. O'CONNELL:  Okay.  I guess I am just puzzled by this, because it seems to me that other members, the Coalition Of Large Distributors, are able to capture such a variance, and may not be as big as Toronto Hydro but certainly are up there in size.

I direct you to the 2011 cost of service -- 2011 decision, EB-2010-0142, where the Board determined, upon your request, that the line loss variance account be continued, and the Board said that Toronto Hydro should not be treated any differently from any other distributor in the sector.

So if other distributors of large size are -- manage to capture the revenue billed to customers in the variance incorporated in Account 1588, I am a bit puzzled as to why Toronto Hydro is unable to do that.

MR. SEAL:  Well, I obviously can't comment on what the other CLD members are doing in their accounting.  I can only comment on what Toronto Hydro does.

As I've explained, our method of accounting uses the assumed -- or the approved losses as our assumed losses, and therefore we don't book anything to the RSVA power account.

MS. O'CONNELL:  Okay.  So are you telling me that you are unable to do unbilled revenue accruals?

MR. SEAL:  We do unbilled revenue accruals.

MS. O'CONNELL:  Okay.

MR. SEAL:  Our --

MS. O'CONNELL:  Isn't that an estimate?

MR. SEAL:  So our unbilled process is a life-to-date unbilled process, which takes into account -- basically every month, we do take our billed revenues and subtract it from our unbilled account, and then add in our estimated earned revenues.

So we do an unbilled.

MS. O'CONNELL:  And that is on the same basis as you use your cost of power as a starting point?

MR. SEAL:  Well, the billed is our billed revenue.

MS. O'CONNELL:  Okay.  So why wouldn't you use that billed revenue in the variance in Account 1588?

MR. SEAL:  Because that billed revenue is not necessarily associated directly with that monthly consumption.

MS. O'CONNELL:  Okay?

MR. SEAL:  That billed revenue is the billed in the month.

MS. O'CONNELL:  Okay.  But wouldn't it be -- wouldn't it be -- couldn't you use your billed revenue billed in the month?  You could get that off your meter readings and what bills are rendered in the month, then do an estimate of unbilled revenue for the month and then flow that into the revenues that are used in the variance in Account 1588.

MR. SEAL:  That is not our current process.

MS. O'CONNELL:  But wouldn't it be feasible to do that process?

MR. SEAL:  I don't know if it would be feasible.  I would have to talk with the folks that are involved in all the different aspects of it.

But my understanding is that based -- because of our billing processes, because of the meter-reading for a significant portion of our customer base, any estimate of the actual consumption would be truly an estimate and not, in our view, valid for booking into a variance account, for the power variance account.

MR. CASS:  Fiona, sorry, my apologies.  I am just wondering if it is possible that that is something that Board Staff and Toronto Hydro could address offline, rather than you and Darryl going back and forth --

MS. O'CONNELL:  Well, I guess the reason why I am asking these questions is because I am trying to ascertain the validity of the zero balance in Account 1588.  That may or may not be a zero balance in this proceeding.

So essentially it would be beneficial if some sort of estimate could be done of the balance using Board-prescribed -- what's in the Account 490 in the APH, the workings of Account 1588, and come up with a number from January 1, 2009 to December 31, 2012, using the methodology as prescribed in the APH, if that could be an undertaking.

MR. CASS:  Is the undertaking for Toronto Hydro to look into this and see whether this could be done?

MR. SEAL:  That I might be able to do --

MR. CASS:  I don't know that Darryl can give an undertaking here that it can be done.  That is why I was suggesting -- I was trying to be helpful -- that perhaps an offline discussion might get to the bottom of what can or cannot be done, rather than this debate.

But if the undertaking is to see what can be done, I assume that undertaking can be given.

MR. SEAL:  Yes, it can.  I can undertake to look into whether we can do that.

MS. O'CONNELL:  Okay.  And a number.

MR. SEAL:  That would be the result of actually doing the calculation.  I will undertake to see if I can do the calculation.  That is all I can undertake at this point.

MS. O'CONNELL:  Okay.  And so you are going to undertake to do a calculation and get a number from January 1, 2009 to December 31, 2012.

MR. CASS:  No.

MR. SEAL:  No.

MR. CASS:  The undertaking is that Darryl will go and see what can be done and report back in the undertaking response.

MS. O'CONNELL:  Okay.  And then in the undertaking, maybe you could just explain why you sought continuance of the account on numerous occasions in the 2008 cost of service and 2011 proceeding and the Board granted continuance of the account, and it doesn't seem like you are using this account to its purpose.

MR. SEAL:  I'm not entirely clear what you mean by "sought a continuation of the account".  My understanding is 1588 is a Board-prescribed account and doesn't require seeking approval for.

MS. O'CONNELL:  You are correct.  But other parties in the proceedings expressed otherwise.

MR. SEAL:  I guess I'm not understanding what proceedings you're discussing --

MS. O'CONNELL:  Sure.  EB-2010-0142 and EB-2007-0680.

MR. SEAL:  Which were Toronto Hydro --

MS. O'CONNELL:  Toronto Hydro, yes.

MR. SEAL:  Those numbers don't stick in my head.

MS. O'CONNELL:  2008 cost of service and 2011 proceeding.

MR. SEAL:  So can you just clarify what you are asking me for that part?

MS. O'CONNELL:  Okay.  So I guess just to be mindful in your undertaking why the direction from the Board was not followed.

MR. SEAL:  Well, I will undertake to address your concern.  Can I leave it at that?

MS. O'CONNELL:  Okay.  Thank you.

MR. DAVIES:  JT3.10.
UNDERTAKING NO. JT3.10:  TO DETERMINE FEASIBILITY OF USING BILLED REVENUE IN THE VARIANCE IN ACCOUNT 1588, AND EXPLAIN WHY BOARD DIRECTION WAS NOT FOLLOWED.

MR. DAVIES:  You are finished?

MS. O'CONNELL:  Finished, yes.

MR. DAVIES:  Okay.  I just have a few questions on one Board Staff interrogatory response, which is Board Staff No. 17, and the questions relate to seeking further clarification of Toronto Hydro's response to this interrogatory, particularly part (b), which asked that in the event the Board was to decide not to deem Toronto Hydro's entire normal capital budget as non-discretionary, what the impact would be on Toronto Hydro's total 2014 eligible ICM recovery amount.

And your response was, in part (b), that you were unsure of the impact.

So in that context, I would just like to start by having a look at tab 9, schedule A-1, which is your "Capital summary" table.  Schedule A-1, not schedule 1.

And this table shows a total level of capital spending in 2014 in-service additions of $528.75 million, which I think we have discussed before.

And I would just like to clarify.  Is the spending on this table all spending that you were forecasting doing in 2014, or is there any other spending that is not on this table?

MS. ROUSE:  The only spending that is actually indicated on this table, table 1, "Capital summary" table of tab 9, schedule A-1, is the phase 2 2014 capital spending.

Everything else presented on this table is in reference to in-service amounts.

MR. DAVIES:  Okay.  But this table also has phase 1 approved capital spending, as well, on it.

MS. ROUSE:  It actually has phase 1 approved spending that will come in-service.  So not from a work program perspective of capital spending, but the in-service amounts.

MR. DAVIES:  Okay.  But is there any other capital spending that you are planning to do in 2014 that is not referenced on this table?

MS. ROUSE:  Yes.  And I guess if I go back to the response I gave earlier, if you take -- I think it is interrogatory response to VECC 2, we have a 2014 capital spending forecast of the carryover of the phase 1 projects.

And if you add that to the 2014 capital spending of the phase 2 projects that you see here, it gets us to approximately a work program of capital spending size around $541 million, of which there is a large portion that is related to Copeland.

So if you take Copeland out, that gets you to $418 million, approximately, which is comparable in size to our 2011 capital work program.

MR. DAVIES:  Okay.

MS. ROUSE:  For capital spending is what I'm referring to, not in-service.

MR. DAVIES:  Now, just looking at chapter 3 of the filing requirements, which are the IRM application's requirements -- I don't know that there is a need to go to this.  But in that chapter, in discussing the eligible incremental capital amount, it is stated that:

"A distributor applying for recovery of incremental capital should calculate the maximum allowable capital amount by taking the difference between the 2014 total non-discretionary capital expenditures and the materiality threshold."

So when one looks at table -- or tab 9, schedule A-1, based on that sentence, which is actually the last one now showing up on the screen on that page in section 3.3.1.2, tab 9, schedule A-1 shows the total of 528.75 million of in-service capital spending, which includes the normal capital budget of 157.38 million; is that correct?

MS. ROUSE:  Yes, that is correct.  The capital spending that will come in-service in 2014 from various years, including pre-2012 CWIP, 2012, 2013 and 2014 capital spending in-service in 2014.

MR. DAVIES:  Okay.  Thank you.

So when I am looking at the amount of incremental CAPEX that is going into the IRM model -- and I think that is shown at tab 9, schedule D-4, page 1 of 3 -- the numbers are -- on that page they're shown as the 528.7 million less the threshold CAPEX of about 163.8 million, leaving a value above the threshold for the ICM model of about 364.9 million.

Do you have those numbers?

MR. SEAL:  Yes, I do.

MR. DAVIES:  So all this is leading to the question that your request to have the Board deem the normal capital budget as non-discretionary, if the Board did not make that deeming, wouldn't the effect be that the 157.38 million -- which is included in the total amount of capital that is used to calculate the value above the threshold -- would be reduced by the 157.38 million, and that would have the effect of reducing the amount of eligible recovery for 2014?

[Witness panel confers.]

MR. SEAL:  Martin, in our view, the Board, in phase 1 of this hearing, approved spending on projects and capital work and ultimately the in-service amounts for our total capital budget, which included the ICM amounts and our -- what we were calling the normal capital budget.

In our view, this 157 million in-service additions through 2014 is part of the normal capital budget, no different than what we had before, and therefore makes up our total capital budget, which we then removed the threshold from to determine the ICM amounts.

So in our view, the Board has already said that these costs are part of a normal capital budget and part of the numbers that make up your total capital budget, and they're appropriately reflected in our schedules.

MR. DAVIES:  Okay.  Thank you.  That was the only series of questions that I had.

So I guess if there are no further questions, then we would be concluded.  Well, then, I thank panel 3.

I would just note that I believe the responses to the undertakings are due next Monday, December 2nd, according to Procedural order No. 8.

The settlement conference will begin on -- next Thursday, December 5th.

Thank you.

--- Whereupon the conference adjourned at 1:33 p.m.
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