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APPEARANCES:


16

MS. LITT:
Good morning, everyone. This is the IESO technical conference, the docket number is EB‑2004‑0477. And the Board's convened today's technical conference to provide the intervenors and Board Staff with an opportunity to ask the IESO questions about its pre‑filed evidence. I'd like to remind everyone that the deadline for filing interrogatories is Wednesday next week, January 19. The Board‑approved Issues List was issued yesterday. It's attached to Procedural Order No. 3.

17

What I'd like to do at this time is have everybody enter an appearance. Give your name and indicate who you are representing. My name is Kathy Litt. I'm a project advisor in the rates group at the Energy Board. I'm a member of the Board's support team.

18

MR. HASSAN:
I'm Turgut Hassan and I'm one of the members of the Board's support staff.

19

MR. DAVID M. BROWN:
David Brown, counsel for the Independent Electricity System Operator.

20

MR. RATTRAY:
John Rattray, in‑house counsel for the IESO.

21

MR. SHALABY:
Amir Shalaby, S‑h‑a‑l‑a‑b‑y, Regulatory Affairs at the IESO.

22

MR. LEONARD:
Ted Leonard, corporate controller at the IESO.

23

MR. TUCCI:
Maurice Tucci with the Electricity Distributor's Association.

24

MR. COATES:
Rick Coates, vice‑president, Society of Energy Professionals.

25

MR. HIGGIN:
Roger Higgin, ECS, here for VECC.

26

MS. DeMARCO:
Lisa De Marco, here for the Association of Power Producers of Ontario and TransAlta.

27

MS. EVANS:
Bronwen Evans here for EMIG.

28

MR. MacINTOSH:
David Macintosh, here for Energy Probe.

29

MS. WONG:
Elaine Wong, with the Board hearing team.

30

MR. FRASER:
Peter Fraser, OEB hearing team.

31

MR. ANDERSON:
Colin Anderson representing Ontario Power Generation.

32

MR. MURPHY:
Larry Murphy, here for AMPCO.

33

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

34

MS. KWIK:
Judy Kwik, I'm with Elenchus Research Associates and I'm here for the Power Workers' Union.

35

MS. LITT:
Anyone else want to enter an appearance?

36

We thought that we would have more people attending today. You'll see on the back row of microphones, two of them are labelled "reserved." If anybody in the audience wants to use them, please help yourself. David, I would like to turn today over to you.

37

TECHNICAL CONFERENCE:


38

MR. DAVID M. BROWN:
Thank you very much, Kathy. What we had hoped to offer intervenors today was an opportunity to ask an initial set of questions on any aspect of the pre‑filed evidence, interrogatories are due on Wednesday and this isn't designed to circumvent interrogatories. But often people will take a look at evidence, there will be some ambiguities or difficulty in trying to link one number to the other, and we thought that there would be an opportunity today to perhaps deal with some of those questions.

39

I turn to the structure of the day. What I propose is that I'm going to ask Ted Leonard to give an initial presentation, not on the pre‑filed evidence as a whole, you've had that for a while, but on the updated or supplementary evidence that was filed earlier this week. So I'm going to ask Ted to walk you through that. Then thereafter, what I propose that we do is go in accordance with the Issues List that was issued yesterday attached to Procedural Order No. 3, and group each set of questions around each issue. And for each issue simply go intervenor by intervenor, ask whatever questions you would like, until we've exhausted that issue, and then move on to the next issue.

40

So if that is an acceptable process for people, I will ask Ted to go the updated evidence that was filed on Wednesday, I think it was, and give you an overview and explanation of that.

41

PRESENTATION BY MR. LEONARD RE UPDATED EVIDENCE:

42

MR. LEONARD:
Thank you, David.

43

In terms of reference, it's under tab B, or Exhibit B, tab 1, schedule 2, for those that want to follow along.

44

At a high level this document outlines in more detail than what was previously filed in a letter from Stikeman Elliott on January 4th, and it addresses the impact on our 2005 fee application in respect to the memorandum of understanding between the Ministry of Energy and the Independent Electricity System Operator, and also the impact on planned changes with respect to capital expenditures in the year 2005 for the day‑ahead market project. Starting off with the memorandum of understanding, the memorandum of understanding which was executed on January 4th with the Ministry of Energy, which was executed on January 4th of 2005 outlines that an amount of $15 million of the Independent Electricity System Operator accumulated operating surplus will be made available to assist the Ontario Power Authority with one‑time startup costs. That memorandum of understanding has been filed previously as evidence.

45

Overall, the impact on the application is that the IESO is now projecting to have an operating surplus, accumulated operating surplus of $16.6 million at the end of 2004. That's an increase in that balance of 2.5 million of what was previously filed in our original business plan. That change is reflected on the statements included in the schedule 2.

46

In terms of the overall MOU, that memorandum of understanding represents some fruition of one of the contingencies identified within the IESO's business plan for 2005 to 2007.

47

MS. LITT:
Excuse me, Mr. Leonard.

48

MR. LEONARD:
Yes?

49

MS. LITT:
Could you pull the microphone a little closer, please?

50

MR. LEONARD:
Sorry.

51

MS. LITT:
Thank you.

52

MR. LEONARD:
The memorandum of understanding represents the fruition of one of those contingencies or part of one of those contingencies identified in the IESO's 2005 to 2007 business plan, that being the resources required to support the government and support the electricity sector overall as it works through the revised electricity sector model as proposed by the government in Bill 100. Ultimately, what the MOU does is it will take $15 million out of the accumulated surplus of the Independent Electricity System Operator and commit that for the Ontario Power Authority.

53

From an accounting perspective, in accordance with Generally Accepted Accounting Principles, the transaction will be reflected on the statement of financial position or the balance sheet. And what it will represent is a movement of $15 million from our accumulated operating surplus account to a newly‑created line on the balance sheet, which we've entitled: "Commitment to the OPA." What you will notice in the evidence is that commitment has been reflected in the 2004 projected financial results. In terms of Generally Accepted Accounting Principles, since the memorandum of understanding was executed in 2005, our statorially filed financial statements wouldn't present that in the statement. However, for a sense of clarity, to help in the understanding of the impact on the Independent Electricity System Operators' statement of financial position, I have reflected it as at the end of December 31st.

54

In terms of the impact on the operating statement for the Independent Electricity System Operator, there will be no impact based on this transaction. The provision of funds to the OPA under this memorandum of understanding will be only reflected in the retained earnings or accumulated surplus portion of the statement of financial position. The rationale with that, and supported by the IESO's external auditor, is that those expenditures of $15 million don't meet the terms of definition of what an expense is under Generally Accepted Accounting Principles.

55

One other thing to note is, in the updated evidence, we've represented that $15 million to be drawn by the OPA in its entirety in 2005. It's simply a planning assumption and meant to be illustrative in terms of the evidence. At this point in time, we don't know the timing of when the funds will be drawn by the Ontario Power Authority, nor does this represent any estimate on our part.

56

MR. DAVID M. BROWN:
Ted, before you move on, could you perhaps go to appendix 1 in the exhibit, where the revised statements are, and take people through that just to illustrate what you've been talking about on the treatment on that amount.

57

MR. LEONARD:
Thank you, David.

58

In terms of appendix 1, the pro forma statement of operations and accumulated surplus, what you'll now see roughly about 12 lines down is an additional line for a "Commitment to the OPA," in the amount of $15 million sitting there at the end of 2004. Correspondingly, the projected accumulated operating surplus at the end of the year for 2004 is now forecasted at 1.6 million.

59

Moving to the year 2005, in terms of overall expenses, there is no impact based on the memorandum of understanding or the monies to be drawn by the Ontario Power Authority. As such, the expenses within the 2005 budget have remained unchanged from the original business plan and evidence submitted.

60

What has changed is with the assumption of a $15 million withdrawal, or funds drawn on commitment to the OPA, such that that commitment at the end of 2005 has been fully drawn, and the balance is zero.

61

Moving to the next financial statement ‑‑

62

MS. DeMARCO:
Can I just ask that you just state the numbers in the shading, as they haven't printed out well.

63

MR. LEONARD:
Okay. Working through, starting with total revenues for 2004, projected, it's 155.1 million. For 2005, that budgeted figure is 152.8 million. Moving down to total expenses, the 2004 projected figure is 151.9 million. And the 2005 is 152.8 million.

64

The next line, being the operating surplus for 2004, is projected at 3.2 million, and for 2005 it is budgeted at zero.

65

And the last shaded line, being the accumulated operating surplus at the end of the year, the 2004 projected balance is 1.6 million and the 2005 budgeted figure is also 1.6 million.

66

Would you appreciate if I walk through the three statements, where it's been shaded?

67

MS. DeMARCO:
Thank you.

68

MR. LEONARD:
Moving on to the pro forma statements of financial position, the first highlighted line, being total assets for 2004, it's projected at ‑‑ sorry, apologies, 267.8 million, and for 2005 it's budgeted at 260.4 million.

69

The total liabilities amounts for 2004 are projected at $249 million, and are budgeted for 2005 at 258.6 million.

70

The next shaded line, being the accumulated surplus line, for 2004 it's projected at 1.6 million, and it's also budgeted in 2005 to be 1.6 million.

71

With the last shaded line on that pro forma statement of financial position, being the total liabilities and accumulated surplus, the 2004 projected balance is 267.8 million, and the 2005 budget is 260.4 million.

72

Moving to the pro forma statement of cash flows. The first shaded line, being the cash provided from operations, the 2004 projected balance is 60.3 million, and the 2005 budget is 55.6 million. The cash provided by or used in investing activities is projected in 2004 at 2.5 million, and in 2005 is budgeted at negative 18.1 million.

73

The cash used in financing activities for the 2004 projection is negative 50 million, and the 2005 budget is negative 15 million.

74

With the last shaded line, being the cash and cash equivalents at the end of the year, for 2004 it's projected at 49.7 million, and for 2005 it's projected at 72.2 million.

75

MS. DeMARCO:
Thank you very much.

76

MR. LEONARD:
You're welcome.

77

Taking us now back to the impact of the memorandum of understanding on the financial results and financial position of the Independent Electricity System Operator. In terms of the statement of financial position or the balance sheet, the impact of that is on three lines within the statement of financial position ‑‑ apologies, two lines within the statement of financial position, the first being the accumulated surplus, which is projected to be a balance of 1.6 million in 2004. The impact of the memorandum of understanding is that that balance has been reduced by 15 million. The other impact of the memorandum of understanding on these pro forma statements of financial position is the additional line of the commitment to the OPA in the amount of 15 million in the 2004 projected balances.

78

In 2005, as those funds are drawn, the impact of that on the statement of financial position of the Independent Electricity System Operator will be that cash and cash equivalents will be drawn down by $15 million ‑ and that's reflected in the balance of 72.2 million, in the 2005 budgeted balance ‑ with the other impact being the commitment to the OPA line, or balance sheet item, having been drawn down to zero in our 2005 budget.

79

Lastly, moving to the pro forma statement of cash flows, the impact of the memorandum of understanding, there is no impact on the 2004 projected cash flows. For the 2005 budgeted cash flows, there's now a line added under "financing activities" for the funds drawn on commitment to the OPA, which reflects the assumption that all 15 million of the funds will be drawn by the OPA in the year 2005, with that withdrawal or negative 15 million having an impact of reducing the cash and cash equivalents at the end of the year, for the 2005 budgeted year, to a balance of 72.2 million.

80

In regards to the memorandum of understanding, the impact of this agreement on the IESO's 2005 operations is that this memorandum of understanding recognizes that the successful transition to the arrangements set out in the Electricity Restructuring Act will require the co‑operation and co‑ordination between the Independent Electricity System Operator and the OPA. Accordingly, the IESO has undertaken to work with OPA management to determine those services and other assistance that OPA management agrees can be best provided by the IESO, with a view to achieving the efficient start‑up and ongoing administration of the OPA and the efficient implementation and delivery of the OPA's statutory obligations, without compromising the IESO's capability to meet its own accountabilities.

81

As the OPA has only existed for a very short period, with their chief executive officer having been publicly announced this week, on January 10th, the exact nature of the services and other assistance contemplated under the memorandum of understanding have yet to be determined. It's expected that, over the coming weeks and coming months, discussions will be held between the Ontario Power Authority and the Independent Electricity System Operator to start to clarify and identify and determine those services and other assistance that may be provided by the Independent Electricity System Operator to the OPA over that duration of 2005 and 2006.

82

Moving to the second matter, in terms of the updated evidence filed by the IESO, that being the changes in regards to the day‑ahead market, while the day‑ahead remains a priority for the continued operation of the wholesale electricity market, the IESO will be updating its review of alternatives for the day‑ahead. As part of this review, the estimated costs and benefits of the various alternatives will be included in a future report to the Independent Electricity System Operator board of directors.

83

The direct impact of this change to our evidence is that the capital expenditure level requested in our 2005 application has been reduced by $37 million. Now might be a good time to walk through the impact on the financial statements. With the first financial statement being the pro forma statement of operations and accumulated surplus, there is no impact on either the 2004 projected ‑‑ or on the 2005 budgeted results of the ‑‑ operating results of the Independent Electricity System Operator as a result of this change. In terms of the 2004 projected balance, where there is a change is in the Market Evolution Program line, or cost component of our expenses, as the day‑ahead market we are no longer including in our submission or requesting capital expenditures in the year 2005 for that. The costs incurred in 2005 for day‑ahead have all been expensed and charged to that Market Evolution Program line. That's reflected in the updated figure of $5.2 million.

84

Moving to the pro forma statement of financial position, for the 2004 projected balances the property and equipment in‑service line is not impacted, nor is accumulated amortization. The construction in progress, as part of property and equipment, has been reduced, as the IESO is no longer planning to have any capital ‑‑ have expended any capital funds in 2004 on the day‑ahead market, which comprised part of the construction‑in‑progress balance in previously filed evidence. The result of that is a projected balance in 2004 of $3.2 million.

85

Based on the expectation that that originally planned capital expenditure in relation to the day‑ahead market would have been expended in the latter half of 2005, a portion of those expenditures would have resided within the current liabilities item of accounts payable and accrued liabilities. As a result, that balance has been reduced with the result being $15.5 million.

86

Moving forward to the 2005 budget, the figures impacted on the statement of financial position would be the construction‑in‑progress line. Originally filed evidence had the IESO expending $39.6 million to the end of 2005 on the day‑ahead market, and that balance would have resided within the construction in progress. Accordingly, the 2005 budgeted balance is now $4.2 million.

87

The other impact on the statement of financial position is that some of those expenditures in 2005 would have been planned for the latter part of the year, and would have formed part of a higher balance of accounts payable and accrued liabilities. Accordingly, the 2005 budgeted balance for accounts payable and accrued liabilities is now $22.1 million.

88

Moving to the pro forma statement of cash flows, the impact of not spending capital dollars on the day‑ahead market impacts the statement of cash flows in the investing activities, specifically the investment in property and equipment. The 2004 projected balance has been impacted to reflect a reduced capital expenditure level, as has the 2005 budgeted balance, with the budgeted investment of property and equipment being $16.7 million. Ultimately, the reduction in capital expenditures will result in having an increased cash balance at the end of ‑‑ or a budgeted cash balance at the end of 2005.

89

That walks through the changes to the financial statements. The specific impact of the proposed changes to the plan with respect to the day‑ahead market by the IESO, aside from reducing the requested capital expenditure, is that within the 2005 to 2007 business plan there was an amount of $1.1 million included for capitalized interest, which ultimately is a component within the overall interest expense. Since there will be no capitalized costs in relation to the day‑ahead market, that $1.1 million of interest will no longer be capitalized. In addition, by not expending that money as identified in the statement of financial position, the budgeted cash balance of the ‑‑ balances of the IESO would have been higher than otherwise planned. As a result, the budgeted investment of those funds is expected to increase the investment income of the IESO in 2005 by approximately $600,000. Together, these two changes have the net effect of increasing interest expense by $.5 million or $500,000.

90

However, as identified in the Independent Electricity System Operator's business plan, the IESO has been conservative in its estimate of cash available for debt repayment and the planned timing of debt repayments will be under constant review over the planning period to ensure excess cash balances are not carried in the business.

91

The terms of the notes payable with the Province of Ontario provides significant flexibility in the ability to repay debt, and the expectation of the Independence Electricity System Operator is that debt will be repaid earlier than anticipated or identified within the plan. The timing and the dollar amounts of those have yet to be determined. However, the impact of that is, we expect that the net cost of $500,000 can be accommodated within the previously requested revenue requirement balance. Therefore, in relation to interest expense, no request is being made to increase the 2005 revenue requirements within the IESO's fiscal fee application.

92

In relation to the 2005 day‑ahead market operating costs, entitled "Market Evolution Program," on the statement of operations, there is $.6 million included in the 2005 revenue requirements. These planned expenditures were budgeted costs associated with the implementation of the day‑ahead market that were, by their nature, to be charged to operations. The IESO is in the process of developing a revised plan for day‑ahead market activities in 2005. It's expected that the IESO's effort to update its review of alternative designs will result in 2005 operating costs associated with the day‑ahead market exceeding that currently budgeted balance of $.6 million included within the 2005 revenue requirements.

93

Once a preliminary 2005 cost estimate for the day‑ahead market activities is completed, the potential impact of those additional required resources, along with other known or unknown variances from the 2005 budgets included in the business plan, will be reviewed.

94

Ultimately, as the Independent Electricity System Operator has done in prior years, their management will undertake an ongoing review of expenditures in the year of 2005, with the goal that the Independent Electricity System Operator will operate within the requested fee level of 95.9 cents per megawatt hour. Therefore, the IESO's making no amendment in its requested 2005 revenue requirements or fees.

95

To summarize, the impact of the changes with respect to the day‑ahead market plans for the IESO in 2005 is that the IESO is reducing its requested capital expenditures from 56.7 million down to 19.7 million, reflecting a removal of 37 million in relation to the day‑ahead market. The details of those 19.7 million in capital expenditures are included in previously filed evidence, that being the 2005 to 2007 business plan.

96

The one other area, in terms of the update, is that the financial statements included reflect an updated view of the projected financial results of the Independent Electricity System Operator for 2005 outside of the impact of the day‑ahead market. And those changes are reflected largely in the statement of operations and accumulated surplus, ultimately which results to a now‑projected operating surplus for the year of $3.2 million.

97

MR. DAVID M. BROWN:
That's for 2004?

98

MR. LEONARD:
Yes, 2004 projected balance.

99

The one other point I would make in terms of the updated filings is in respect of the statements of financial position, and that being in regard to the long‑term debt balances as projected to be at the end of 2004.

100

In the updated evidence we filed for 2004 projected long‑term debt balance, it's now 203.2 million, the change there being that, in the business plan, a portion of that, that being 125 million, had been shown as a current liability as at that point in time the debt was still due, in 2005, to the Province of Ontario. Over the past couple of months, the IESO has refinanced that debt such that it no longer remains a current liability, and that debt is now due in 2007.

101

MR. DAVID M. BROWN:
Great. Thank you, Ted.

102

Well, what I would propose, then, is we start moving through the Issues List, starting with issue number 1, and go through intervenors in accordance with appearance. And I think, since a transcript of this is being prepared, to the extent that people can include specific references to places in the evidence upon which they're basing their question, we'll get a much clearer record at the end of the day. So why don't we start off, then, on issue one.

103

QUESTIONS FROM INTERVENORS RE UPDATED EVIDENCE:

104

MR. COATES:
I have no comment right now.

105

MR. DAVID M. BROWN:
Roger, I guess?

106

MR. HIGGIN:
All right. Just a couple of questions. I'm Roger Higgin from VECC. Starting with issue I.1.

107

First of all, a comment. I think it would have been helpful in presenting this update to have had two columns for 2005, and that would be the as‑filed and the as‑updated. And that would have perhaps reduced the amount of explanation and so on that you had to go through. The notes were very ‑‑ should have been there, but perhaps it would make ‑‑ you could think about that as being something, because you may get an IR, for example, to ask you to present it that way.

108

Now, I think as you know ‑ this is on the Issues List ‑ there were a number of positions about how the accumulated surplus that was originally projected to be 13.4 and then 16 point something million was to be used for rate stabilization. And you presented in the business plan five options, okay, for those ‑‑ for dealing with the surplus.

109

And perhaps you could look at those five options. I'm just going to give you the page reference, if I can.

110

MR. SHALABY:
The five options are found on page 50 of the IMO business plan, which is Exhibit B, tab 1, schedule 1.

111

MR. HIGGIN:
So what I would like you to do now is to take us through ‑‑ what is your plan with respect now, in light of the current projections of the surplus and so on, with respect to these particular options; and why does preferred (inaudible) still remains to be number 1, even though the amount is very, very small, as opposed to other options.

112

MR. SHALABY:
I think the options were discussed in the abstract, in the sense they were not dependent on the quantum of the surplus. So the change in the quantum of the surplus does not change the principles that we adopted in ‑‑

113

MS. LITT:
Excuse me, Mr. Shalaby. Please speak into your microphone.

114

MR. SHALABY:
The change in quantum doesn't affect the principles that we enunciated and the rationale that we provided in pages 50, 51, 52, and 53.

115

MR. HIGGIN:
So there's been no change in those options. So this is a matter for the ‑‑ either if there is a settlement or to discuss and/or determine which of those options the intervenors may wish to recommend or, shall we say ... Okay? So that's still something that's on the table?

116

MR. SHALABY:
The Issues List talks about the impact ‑‑

117

MS. LITT:
Excuse me, Mr. Shalaby. The mikes are directional‑sensitive. Please speak directly into it.

118

MR. SHALABY:
Sorry, I won't look at you answering the question.

119

MR. HIGGIN:
So yes, if you go to 1.1.1, for example.

120

MR. SHALABY:
Right. Yes. So the rationale continues in light of the update.

121

MR. HIGGIN:
Right. Okay. I think that I'll leave that there, then. I'll perhaps come back to it in terms of issue 1.1, and I don't at the moment have any questions on 1.2, if we're looking at 1.2. But I took your ‑‑ David's invitation was to be on 1.1.

122

MR. DAVID M. BROWN:
Well, anything under 1, I would think, 1.1 and 1.2.

123

MR. HIGGIN:
Okay. Then the other issue, then, if we're going to raise it, is really under 1.2. The question is why, given that now‑revised projections as a result of DAM, of cash surpluses ‑ which would, without the 15 million, have been 87 million by my calculation, and by your revised amount, 75 million ‑ why we would pay for ‑‑ why we would have a net loss due to investing those funds, as opposed to retiring debt early?

124

MR. LEONARD:
Can you clarify, Roger, please?

125

MR. HIGGIN:
Yes. Okay. Go to the financial statement, perhaps, and look at the line that talks about the cash position at the end of the year. That's on this pro forma statement of cash flows.

126

MR. DAVID M. BROWN:
This is part of the updated evidence?

127

MR. HIGGIN:
Yes, that's the updated evidence. So Ted, I'm looking at what your revised projection for the cash and cash equivalents position at the end of 2005. Do you see that?

128

MR. LEONARD:
Yes.

129

MR. HIGGIN:
You've been through a rationale, which I am questioning. And that is that you intend to invest that, as prudently as you can, but that the net impact of taking out the DAM is for an increase in the interest expense. And I'm asking the question, why did you consider ‑‑ have you considered early debt retirement instead of investing those funds at a lower rate than you're paying for the debt?

130

MR. LEONARD:
Yes. I guess, Roger, that perhaps I wasn't clear in my update. The update that I provided identified that the inability to capitalize any interest would increase the interest expense charged to operations by $1.1 million. Accordingly, we'd have an increased cash balance to invest and earn $600,000 on those monies, which would have a net impact of $500,000 in terms of the revenue requirements.

131

MR. HIGGIN:
Yes.

132

MR. LEONARD:
The position the IESO has taken on this is that we're not requesting an increase in those revenue requirements because we are going to review our cash balances with a view to repay debt early. The updated filing or updated evidence for the 2005 budget, the timing was such that decisions had yet to be reached in terms of early repayment of debt. But certainly the IESO will repay debt earlier than anticipated in this 2005 budgeted balance. I apologize if I didn't state it earlier. The intention certainly is of the IESO to repay debt early in 2005. It's a question of how much and when.

133

MR. HIGGIN:
Yes, I missed that. You see, that you went on and said that it was repayments schedule, and then you talked about 2007. I didn't hear that undertaking to actually do early retirement of some debt in 2005, and that's what I was looking for. Thank you.

134

MS. GIRVAN:
Roger, could I just jump in for a little follow‑up? Sorry to be out of line, but it's just on this very topic. What I was, sort of, looking for was in terms of your debt repayment. How do you determine your debt repayment strategy? You know, you've raised some issues you're going to be looking at earlier retirement of the debt, and I'd just like to get a sense what sort of process you go through internally to, sort of, determine how you do that.

135

MR. LEONARD:
At a high level the overall process is, it's through business planning and also throughout the year, to review our forecasted cash flow. And taking into account contingencies that exist within the business, make a determination of the appropriateness of repaying debt. The concern of the IESO, in terms of debt repayment, is the current terms of our debt is such that once it's repaid it can't be reborrowed. So that's something we bear in mind when we make those determinations.

136

But there is, in terms of a process, it really ties back to the basics of financial planning in the essence of updating cash flows, taking a look and making an educated guess of how much can we afford to repay, at what time. Making those determinations on a quarterly basis, as that's when it's available for repayment.

137

MS. GIRVAN:
Sorry, just to follow up, do you see the fact that the accumulated surplus is now going to be drawn down to a very small amount, does that have an impact on your strategies in terms of debt repayment? It seems to me it might constrain you in terms of your ability to do that. Is that, sort of, a trade‑off?

138

MR. LEONARD:
I suppose I would take that back to the rationale and reason why the IESO wants to keep that accumulated surplus. It was proposing to or requesting to retain the accumulated surplus for rate stabilization and contingencies. Whether it be $1.6 million or $16.6 million, we're retaining those funds, we're proposing to retain those funds, for those intended purposes. So we would make no plans to use those funds to repay debt. So the reduction of $15 million in the accumulated surplus wouldn't affect our decisions in terms of repaying debt.

139

MS. GIRVAN:
Okay. Thanks. Sorry, Roger.

140

MR. HIGGIN:
Just to follow up on that and get an understanding. You would have had a higher cash surplus projected at the end of the year if those funds were not allocated to the OPA, it would have been $87.7 million; is that correct?

141

MR. LEONARD:
Yes, you're correct.

142

MR. HIGGIN:
And would that not affect your decision when and where to repay debt because of the size of the cash position that you were in?

143

MR. LEONARD:
I would continue with the response that, no, it wouldn't. That movement of $15 million, the $15 million needs to be available for those intended purposes in terms of rate stabilization or contingencies.

144

MR. HIGGIN:
Can I say a bit? The agreement on that also was made, and let's be very factual, when that surplus was projected to be $7 million. Okay? Am I not ‑‑ I'm not incorrect about that?

145

MR. LEONARD:
I would have to check.

146

MR. HIGGIN:
So the point is that beyond what was felt to be a reasonable amount to create rate stabilization over the three‑year period of that agreement in the settlement, the amount was $7 million, was projected. Now it would have been $16.5 million. I still can't see why, then, there wouldn't be an impact on a surplus and the requirement to repay a debt. Remember, there's a cost‑of‑service impact here, by borrowing money at one rate and investing your surplus at another. And you've been through that. Okay? So prudent management would be within ‑‑ keeping a reasonable cash balance would be to repay it, especially for a non‑profit organization. That's my hypothesis. Just so that you know where I'm coming from.

147

MR. LEONARD:
Are you awaiting a response, Roger?

148

MR. HIGGIN:
If you wish. If you don't ‑‑ you know, I mean, I understand that was more of a statement. I just said it to let you know why I was interested in this. It's basically prudent financial management, reduction of the cost‑of‑service. That's basically why I'm interested in it. Yes, that's it. Thank you.

149

MR. DAVID M. BROWN:
Okay. Lisa?

150

MS. DeMARCO:
I have no questions on this issue.

151

MR. MacINTOSH:
No questions.

152

MS. WONG:
With respect to the accumulated surplus account, I have a question. I understand from the earlier response that in terms of principle of disposing that surplus account, there is no change from the proposed. Now, in the past years, we realize that the accumulated surplus account has been accumulating and it has never been disposed for the purpose that it was intended to be. Now that the account has been reduced down, what do you think, in your opinion, the appropriate level for rate stabilization is? Is it still the entire amount, or a portion of it?

153

MR. SHALABY:
Entire amount.

154

MS. WONG:
Thank you.

155

MR. FRASER:
Could I just ask a question on your anticipated revenues. I note in your update you expect to get more money from usage fees this year than in your previous filing. And I also note that there's quite a significant drop in revenues you expect next year, a couple, two or three million dollars now. I'm just trying to understand ‑‑ well, first question is I note that IESO, as IMO late last month, issued an updated 18‑month forecast, and I was wondering if you were planning to update your forecasted revenue based on that. And second, trying to understand ‑‑ I need to understand a little better why you expect the revenue from usage fees to go down next year ‑‑ or this year, sorry, from last ‑‑ from the previous year.

156

MR. FRASER:
If it's helpful to you, on page 46 you show the 2005 to 2007 forecast that's going forward. And, of course, in your statements, you have the amount of revenue that that implies. And you can see your forecast for 2005 is based on a 149.4 to be recovered from the usage fees, and you are expecting this year to get 151.8 in usage fees. So I'm trying to understand why that's going down so much.

157

MR. LEONARD:
The reason behind that ‑‑ there were two questions. One was, what would be the reason for that drop, or that budgeted drop, for the IESO. And that, the determinant being the QEW, is comprised of two components: It's the domestic demand within the province, and also exports.

158

In fact, in 2004, the domestic demand within Ontario was lower than what we had budgeted, and it was the export balance that was higher. In the 2005 forecasted levels, it's the export level that's dropped, based on assumptions that are made by our load forecaster in providing forecasts.

159

So that's the rationale: It's reduced level of exports in 2005.

160

The other point I would make, or the other question you asked was: Why was there a significant drop in IESO revenues from the original business plan to the updated filing for the 2005 budget year?

161

MR. FRASER:
No, not for the 2005. Actually, there's a large ‑‑ there's a significant increase in how much you're getting in fees for the past year, $1.2 million or so, according to your revised filing. And, I guess, where I was leading, I said, Gee, you're actually making more money than you think from the usage fee already, and yet you're saying you're not going to make any more next year. You haven't updated it yet because ‑‑ perhaps because you haven't updated using your latest forecast, and maybe you need to reconsider the question of whether your exports are going to be so low, or much lower, next year.

162

So that's where I'm getting at. I'm just trying to understand, well ‑‑ and I believe the other factor you're low this year is ‑‑ you had, at least up until late in the year, you were running about half a terra‑watt of power lower because of weather. So all these things suggest that you might actually make more money next year than less, and so it would be useful to have an updated forecast that reflects your latest thinking on this.

163

MR. LEONARD:
Based on the most recent forecast, which isn't reflected in this, within the 18‑month and 10‑year outlook, the forecasted demand levels for 2005 will actually drop by .3 terra‑watt hours. And given the immaterial change, we didn't make that change in our filing for 2005.

164

MR. DAVID M. BROWN:
Any other questions?

165

MS. GIRVAN:
Just a couple of questions.

166

In terms of your budgeting process ‑‑ and I'd just like to get a sense ‑‑ I'm not familiar with how this works, and maybe I will ask some further interrogatories on this. But I'm trying to get my head around how you actually undertake your budgeting process. And the way I would put it is, do you sort of say, Okay, here are our fees, here's the total of revenue that we have to work with, and sort of allocate, I would call it, sort of, from top down, to the different departments? Or do you, in effect, undertake a sort of bottom‑up approach in terms of developing your budgets? If you could just explain just at a fairly high level how you undertake that, that would be helpful to me.

167

MR. LEONARD:
Your first, I guess, depiction of what our business plan process might be, or what a business planning process might be, the one undertaken by the Independent Electricity System Operator isn't a top‑down, "This is the money you have, let's start with that, now let's figure out how to allocate that." Nor, on the other hand, is it zero‑based budgeting. There's practical reality in terms of staff‑based complements and matters like that.

168

At a high level, the process that we undertake initially starts with the establishment of objectives of the organization going forward, the identification of those priorities over the planning period in support of those objectives. We then identify ‑‑ in line with that, we've put together a capital program which we believe supports that. In that capital program we ensure that it's reasonable, it's consistent with priorities and, equally importantly, we ensure that we have the staff resources available to deliver those programs.

169

In identifying that capital program, that preliminary listing of capital projects is then issued to business units as part of business planning instructions, to give them, almost, the ground rules of, These are the projects you should be planning are being undertaken, such that when we recognize those benefits they understand the timing of those.

170

At the same time, we also ‑‑ what we issue to them is a high‑level view of ‑‑ if the business doesn't change its costs fundamentally, based on the capital program, based on the debt we have, and the debt service, these are the costs, and based on our current projected ‑‑ or the ‑‑ when I use the term "current projected," I mean current projected at the time, the projected operating costs for the business, adjusted for inflation and salary escalation matters. Give them a view of ‑‑ these are the operating ‑‑ if nothing else was to change and everyone was to be given that budget, that's the operating results for the business, whether that be a net operating surplus or a net deficit.

171

The business units then, based on their priorities, and the risks associated with meeting those priorities, make determinations of where to allocate resources and how much to allocate.

172

MS. GIRVAN:
Okay. Okay. That's helpful, thanks.

173

We talked a little bit earlier about the accumulated surplus. And in your evidence, you don't need to turn it up, but you did talk about how that will be used for contingencies. And given the fact that now the level of the fund has been significantly decreased, I just wondered what the ‑ I have to get my head around it ‑ IESO is doing now in terms of planning for contingencies. Seems to me the lay of the land has changed to some extent.

174

MR. SHALABY:
Well, the margin for deviations from budget says it's been reduced. The cushion has been reduced. There is a higher risk of exceeding ‑‑ if costs are exceeded, that would run into deficit. That's the long and short of it.

175

MS. GIRVAN:
But in light of this, sort of, reduction of 15 million transfer to the OPA, are you doing anything differently?

176

MR. SHALABY:
We do what we do every year, and that's to manage our budgets to targets, cognizant that any additional activities that we might have taken had we known we had the surplus, we would probably exercise a different decision, knowing that we don't have a surplus.

177

MS. GIRVAN:
Okay.

178

MR. SHALABY:
It's going to be a tight year. I mean, if the question is with a smaller surplus ‑‑ it was a tight year to start with, it's getting even tighter year with ‑‑

179

MS. LITT:
Excuse me, Mr. Shalaby. Could you speak directly into the microphone.

180

MR. SHALABY:
Sorry.

181

MS. LITT:
Thank you.

182

MS. GIRVAN:
Okay. In number 1.2, there's an issue that's buried in that that talks about policies for providing financial support for non‑IESO activities. And I think that the sort of idea here was to look at ‑‑ you've now taken the surplus and it's been transferred to the OPA.

183

And just a quick question in terms of, Does the IESO have any plans to sort of do anything beyond that, in terms of financially supporting non‑IESO activities?

184

MR. SHALABY:
There are no plans that are enunciated in the business plan. We do have a policy about charitable organizations that has been in place and continues to be in place.

185

MS. GIRVAN:
But beyond that there's no plans?

186

MR. SHALABY:
No plans.

187

MS. GIRVAN:
Okay. Thanks.

188

And on page 23 of Exhibit B, I guess, tab 1. I would, I guess, include this in the issue of budgeting. It states that the effect on the IMO's revenues of a reduction in demand due to the success of demand‑side management in conservation programs. I'm not sure I'm under the right category, but I can't see where else this fits in. I just wondered if you could just provide an explanation as to how you developed that, sort of, factor to take into account the impact of DSM and conservation. And maybe that's something I can ask through an interrogatory and you can provide me with a more detailed explanation.

189

MR. LEONARD:
With that factor being 2 percent?

190

MS. GIRVAN:
Yeah.

191

MR. SHALABY:
I think it's meant to be illustrative of ‑‑ just to give a theme for every 1 or 2 percent reduction in demand, what the impact on revenues is. This is meant for illustration.

192

MS. GIRVAN:
Oh, it is, okay.

193

MR. LEONARD:
To further emphasize that, that 2 percent factor was established by the corporate controller.

194

MR. LITT:
Pardon me? It's me, Mr. Leonard. Please speak a little louder.

195

MR. LEONARD:
Further to illustrate that it was meant to be illustrative, it was created by me, the corporate controller.

196

MS. GIRVAN:
Okay. Thanks. Okay. That's it for that particular issue, thank you.

197

MR. BROWN:
Larry or Mary Ellen?

198

MR. MURPHY:
No questions.

199

MR. KERR:
I have no questions on this issue.

200

MR. BROWN:
Anyone else on this issue?

201

MR. TUCCI:
I'm note sure you can answer that question, but I'll just put it out there and see if you can. The Board's decision to not go ahead with the day‑ahead market was made at a certain point in time.

202

MS. LITT:
Excuse me, Maurice, when you refer to the Board, could you be clear as to the IMO ‑‑ the's IESO's board of directors or the Ontario Energy Board, please.

203

MR. TUCCI:
The IMO's board made the decision not to move ahead with the day‑ahead market.

204

MR. SHALABY:
If I could just ‑‑ the IMO board directed management to look at further ‑‑

205

MR. TUCCI:
Knowing that it wouldn't be started in 2005, they deferred it ‑‑

206

MR. SHALABY:
They asked for additional assessment and management's assessment is, it's unlikely that the capital would be spent in 2005.

207

MR. TUCCI:
All right. So having done that, did that at that point in time give you any indication maybe you were less concerning about needing $16 million in accumulated surplus?

208

MR. SHALABY:
Those are unrelated events.

209

MR. TUCCI:
They weren't connected at all? The decision ‑‑

210

MR. SHALABY:
Not to my knowledge.

211

MS. LITT:
Excuse me, gentlemen. One at a time, please.

212

MR. TUCCI:
I just wanted to get that clear, whether there was any connection.

213

MR. SHALABY:
No.

214

MR. BROWN:
All right. Well, why don't we move to issue number 2. And again, they're sort of wrapped up, and I'd propose that we deal with both 2.1 and 2.2 as we deal with this. So Rick, do you have any questions?

215

MR. COATES:
I have no comment at this time.

216

MR. BROWN:
Maurice?

217

MR. TUCCI:
Question number 2? Issue 2?

218

MR. BROWN:
Issue 2, the effect of Bill 100.

219

QUESTIONS FROM INTERVENORS RE ISSUES LIST:

220

MR. TUCCI:
Yes, I have just a few questions, I guess. In the business plan, on page 5, you talk about the transition to the IESO and some tasks that are ‑‑ that ‑‑ some support you're planning for the OPA. I guess what I'm trying to understand is the level of uncertainty still in how you plan ahead, going forward, given that, I guess, my understanding is that stakeholders have different expectation of what the OPA will be doing, and how big it will be and what kind of tasks it's going to take.

221

And here you're saying, potentially, one of the ways they can manage their total costs is by actually leveraging internal staff at the IMO or IESO, and using them to provide some services. Are we still in that, sort of, nebulous area where we don't know ‑‑ don't have any indication yet about exactly what's going to happen?

222

MR. SHALABY:
Yes, we are.

223

MR. TUCCI:
All right. So it makes it very difficult to plan ahead, I guess?

224

MR. SHALABY:
It does.

225

MR. TUCCI:
That's my only question.

226

MR. BROWN:
Roger.

227

MR. HIGGIN:
I guess I'd like to just ask a general question about what your current views are on the roles, relative roles and responsibilities, and then go to a specific area of interest. That is, what do you interpret from the Electricity Restructuring Bill to be the relative roles of the IESO and the OPA in some of the areas that are listed in the business plan?

228

Now, we can go, perhaps, to page 34, and there's a list of some of the major initiatives related to, in this case, the Market Evolution Program. So first of all, let's go to the question of: What is the process by which you see this all being sorted between the relative roles of the two organizations? Number 1. Number 2, do you see there being a transitional area where, regardless of the ultimate role, the IESO may have to act in the interim for the OPA as its agent? So those are the two broad questions.

229

MR. SHALABY:
Question 1, about the roles. The legislation has very specific direction as to the mandate, the objects and the powers of both of those organizations, and that is, in fact, the guidance and the determination that we have at this time. There are a number of government regulations pursuant to the legislation that have been issued. They add additional life as to the expectations of some of the products and some of the expectations from the two organizations. That is our guiding direction.

230

When you say "sort things out," I don't know that there's a whole lot of sorting out. People know what is it they have to do, and they will get on with doing what they have to do. The sorting out would be to do with the provision of assistance or resources or co‑operation, as our business plan indicates we fully intend to do. That will have to be worked out as to timing, to extent, to scope. All of that has to be discussed and negotiated.

231

MR. HIGGIN:
Does that then mean ‑‑ have you answered question 2? And does that ‑‑ given the transition and the OPA's, as you have indicated, is just in place, that the IESO, among other things, will act as an agent for the OPA in certain matters? For example, let's talk about everything to do with the regulated price plan, for example, which has to come in in May.

232

MR. SHALABY:
I don't think the word "agent" for another organization is an appropriate description. We would provide services to the new organization. As an example, some of the settlement arrangements necessary for the OPA would be provided.

233

MR. HIGGIN:
Okay. So that then comes to the question as to how those services will be priced. And will they be, as I think you've indicated, on a fully‑allocated basis or will they be on a marginal basis?

234

MR. SHALABY:
I have not indicated either, and all of that is to be discussed. I don't think there are decisions ‑‑ the discussions have not progressed to that level of detail, to my knowledge.

235

MR. HIGGIN:
Okay. So as you are very well aware, there is quite a difference between the two approaches in terms of what those costs will be, the cost to, in this case, the customers of your services under the fee, as to how those ‑‑ the transfer pricing for those. And also, this Board has had quite a history of looking at transfer pricing between related parties. Now, whether this is a related party or not, you have the same shareholder, I guess, that is another question. But without going into that aspect, when will that aspect of pricing those services get sorted out? Will there be an update to your fee submission or the business plan as a result of that?

236

MR. SHALABY:
It will not be an update, in my expectation, and it will be sorted out during the year as we move forward.

237

MR. HIGGIN:
Now, my specific question is: Have you carved out in your business plan, because I don't see this, what are the additional costs relative to institution of the regulated price plan in May 2005?

238

MR. SHALABY:
It is not carved out specifically in the business plan. There are activities that the IESO conduct in relation to that plan to do with settlements, to do with regulatory proceedings, to do with some of the implications on market monitoring, for example. They are part and parcel of the business of the IMO going forward. They are not carved out specifically.

239

MR. HIGGIN:
Okay. So if you get an interrogatory that asks you to specifically carve out those costs, will the response be, We can't do it?

240

MR. SHALABY:
If I'm answering the interrogatory, I just did. Whether we can give estimates ‑‑ we can consider giving estimates, but, as of now, I don't know whether we can give specific estimates as to what the implications of that plan will be, given that the plan is not fully formulated, either.

241

MR. HIGGIN:
Thank you. Those are my questions.

242

MR. SHALABY:
Thank you.

243

MR. BROWN:
Lisa?

244

MS. DeMARCO:
I think my questions are very much along a similar line as Mr. Higgin's questions. And I'm going to ask you to refer to page 3 of the business plan, first and foremost. And can you tell me how, if at all, the business objectives of the IMO have changed in light of Bill 100? You know what I'm going to do, if you don't mind ‑‑ I suffer from the same problem, being of less than average height. If I can just lift that up ‑ and nobody will be offended ‑ and turn it this way, does that help? Thank you. So how had the business objectives of the IMO changed in light of Bill 100?

245

MR. SHALABY:
The business objectives anticipated Bill 100. The bill was drafted. It was changed subsequent to the business plan, but not in fundamental ways. So Bill 100 is anticipated in the business plan. The business objectives have not changed. They do anticipate it, and do project activities and priorities related to Bill 100.

246

MS. DeMARCO:
So, just to clarify, the business planning objectives have not changed between last year's business plan and this business plan?

247

MR. SHALABY:
They have, from business plan 2003, and 2004 to 2006, if you want to compare that to 2005 to 2007. Two separate documents. Yes, there has been change. I interpreted your question as to whether the objectives on page 3 have changed further as a result of Bill 100. If I misinterpreted your question, then the answer ‑‑ between one business plan to the other, there are changes in objectives, yes.

248

MS. DeMARCO:
No, I think, in fairness, my question wasn't as precise as it should have been in the first instance, Mr. Shalaby. What have been the changes between the 2004 to 2006 business plan objectives to the 2005 ‑‑

249

MS. LITT:
Ms. DeMarco, could you lean closer to the microphone, please?

250

MS. DeMARCO:
Sorry, I just need a big cushion. What have been the changes in the business planning objectives between the IMO's 2004 to 2006 business plan and 2005 to 2007 business plan which reflect the implementation of Bill 100? And if you want to give ‑‑

251

MR. SHALABY:
Very obviously, the second objective on page 3 refers specifically to the revised model for Ontario's electricity sector. I do have the previous business plan, and if I can take a minute to look at the objectives of the previous business plan, we can make the comparison. Would that be helpful?

252

MS. DeMARCO:
I'm in your hands. If you would like to give an undertaking to come back with that, or if you want to do it now, I'm very flexible.

253

MR. DAVID M. BROWN:
In looking at last year's business plan, there seems to be ‑‑ it's structured in a slightly different way, so I think, Lisa, probably the best thing to do is to take that by way of an undertaking, because Amir's going to have to look through some of the details of the plan.

254

So I guess your question is: Could you please explain what differences of objective there are as between the 2004 business plan and the 2005 reflecting the implementation of Bill 100?

255

MS. DeMARCO:
That's a fair statement.

256

MR. DAVID M. BROWN:
Okay. And we'll do that.

257

MR. DAVID M. BROWN:
Thanks.

258

MS. LITT:
Mr. Brown, rather than characterizing it as an undertaking, could there be an agreement that there be an interrogatory filed to that effect?

259

MR. DAVID M. BROWN:
Sure. An answer to the interrogatory. Sure.

260

MS. DeMARCO:
Sorry, Kathy, can I just clarify? That would be the interrogatory.

261

MS. LITT:
Yes.

262

MS. DeMARCO:
So I'm taking it that there's no specific need for me to file an interrogatory?

263

MS. LITT:
Is that acceptable?

264

MR. DAVID M. BROWN:
That's fine. We'll take that as an interrogatory and provide the answer.

265

MS. LITT:
Thank you.

266

MS. DeMARCO:
Thank you. So, in relation to page 4 of the business plan, much of the page refers to the transition that the IESO will be required to go through as a result of Bill 100. I'm wondering if you do have a transition action plan or any documentation showing the pre‑Bill 100 itemization of duties and the post‑Bill 100 itemization of duties, operations, services?

267

MR. SHALABY:
No, there is no such action plan. Not the way you describe it. I mean, the legislation clearly states what the objects of the IMO or IESO are, and the change in those objects constitutes the change in our objectives.

268

Some of the things laid out in this business plan indicate the areas in which some of the activities will be undertaken. But in terms of additional documentation of action plans, I'm not aware of any.

269

MS. DeMARCO:
So there's nothing internal? There are no internal documents showing services pre‑and post‑Bill 100? Or duties or operations?

270

MR. SHALABY:
There are a ton of internal documents that show the ‑‑ how we fulfill our obligations: market manuals, objectives stated there. So the answer to that, there are a large number of internal documents illustrating how we fulfill our obligations and outlining how we fulfill our obligations.

271

The difference between pre‑ and post‑Bill 100 do not affect a large number of those. If you took a look at the area of, say, direction, directing the operation of the grid, much of that is intact from before Bill 100, and after Bill 100. The activity of settlements and metering, all of that is very much intact. Change in detail, change in some of the details to go with it, but the function itself and its obligations are quite similar. The duty of establishing markets and evolving markets continues to be in place.

272

In short, the obligations of the IMO and the activities of the IMO are very much similar before and after. There are some changes to the market surveillance panel location. There is some changes yet to be detailed on the forecasting for the long‑term. There's some changes to our board of directors and the governance structure for the IMO, from the IMO to the IESO, and, pursuant to that, changes contemplated in the consultation process. Those are the areas of major changes.

273

MS. DeMARCO:
It was my assumption that the IMO would have compiled a list or some semblance of a document itemizing those changes. To the extent that any of those exist, could it be provided?

274

MR. DAVID M. BROWN:
Well, I think ‑‑

275

MR. SHALABY:
There is an enunciation of those changes in the business plan here. I'm reluctant to go looking for additional lists that people make at a lower level of organizational units. As an example, in my own business unit, in my own area, we have a list of what our work programs are. But those would be numerous, and I don't think it would be relevant to the higher level of examination that I suspect you're asking.

276

MS. DeMARCO:
So the specific list you're referring to is on page 4 of the business plan?

277

MR. SHALABY:
It's on page 4. Starting at page 11, there's some discussion of implementation as well. Page 11 also starts on the subject of implementation.

278

MS. DeMARCO:
Okay. And the combination of page 4 and page 11 would be comprehensive at a high level?

279

MR. SHALABY:
It would be a good starting point, yes, would be descriptive. The whole introduction to the business plan, starting at page 3 and ending at page 10, all of that is intended to give context and set direction. So take that in totality, and page 11 to page 13 speaks about implementation. So the first 13 pages of the business plan are intended to indicate the change in drivers in the outside world that we're experiencing and the way we intend to respond to it, including Bill 100, but not limited to Bill 100.

280

MS. DeMARCO:
Just to be clear, that page ‑‑ beginning ‑‑ the first 13 pages of the business plan would be a comprehensive high‑level list of what you've got to do?

281

MR. SHALABY:
Yes.

282

MS. DeMARCO:
Okay. So moving, then, to page 5 ‑ and this relates, I think, more to issue 2.2 ‑ you indicate that there's uncertainty as to the level of demands that might be made of the IESO, and speak specifically of the level of support required from the IESO to the OPA. What assumptions has the IESO made, both in the context of the scope of the activities and the costs or prices of those activities, in relation to, first, the level of demands made of the IESO; and on the flip side of that, the support required by the OPA and the OEB from the IESO?

283

And then, I believe, in the context of the fees, the term "significant support" was used at the bottom of the page, and in your mind, what constitutes "significant?" And if you want me to restate the questions one by one in relation to that introduction, I'd be happy to.

284

MR. SHALABY:
The assumptions are stated in the preamble to the business plan, and that is, we fully intend for the implementing agencies, the Ontario Energy Board, the Independent Electricity System Operator, the Ontario Power Authority, to work together to co‑ordinate to fulfill their duties to the best they can, co‑operating to the best they can, in areas that have scope for co‑operation. We know what the scope of each of the organizations would be. We know some things about what 2005 and 2006 will bring. We don't know other things.

285

For example, we know that there are requests for proposals that are underway and have been awarded for renewable energies. There will be others awarded this year on other matters, clean energy. There may be other RFPs. So we know some of the initiatives that would need significant activities from the IESO. The RFPs require a tremendous amount of work on connection assessments and impact on system and system limits and operation of the system. We had anticipated and can anticipate some of that work.

286

Some of the others we'll just have to roll with the punches as it becomes clearer and as it becomes evident what role the IESO can provide to other agencies that require that service. So we don't have complete listings and complete costings, other than direction of the nature as stated here, and determination to work out the details to the best possible outcome.

287

MS. DeMARCO:
I might come back to that. But can you show me where in the actual financial statements those costs are reflected, specific transition costs are reflected?

288

MR. SHALABY:
They are not identified separately on the financial statements. They are a part and parcel of every unit's business and every unit's activities for the year.

289

MS. DeMARCO:
Could you please provide an estimate of the quantum of every unit's business and expenditures that would be in relation to the transition?

290

MR. SHALABY:
Again, having stated earlier that the scope and extent and timing of these services and activities is being determined as we go, as we proceed in 2005, there is great limitation in making estimates in what these costs are at this time. We can take a crack at it. The things that we know we can try and illustrate what the extent of effort would be, but you have to live with the uncertainty that there is there are a lot that we don't know at this time.

291

So the answer will capture partially the things we know but will leave uncertainty to the specifics that we don't have answers for. So the answer to you is yes, to the extent that we know things we can try and quantify the impact, to the extent we don't, we will not.

292

MS. DeMARCO:
Okay. And along the same lines, assuming that you've had to make some assumptions for budgeting purposes, otherwise it would be challenging, if you've got any documentation to support the assumptions, particularly any directions or documentation from the Minister, the Ministries, I assume it would be Energy and Finance, or the government, if you could provide that documentation, that would be great.

293

MR. DAVID M. BROWN:
I suspect the threshold document is Bill 100, that's where it's spelled out.

294

MS. DeMARCO:
Yes. Specific to the assumptions, to the extent that there are any specific documentation from the Minister, the Ministries, and the government, largely, I assume, the Premier's office, would be very useful.

295

MR. DAVID M. BROWN:
What you're looking for is documentation as to which agency is to do what under the new regime, and the nature of the services one might provide to another?

296

MS. DeMARCO:
Yes, documentation specifically speaking to issue 2.1 as outlined. So anything that would refer specifically to the scope of services provided by the IESO to the OPA and the OEB, including any assumptions regarding the associated costs and compensation, and I would add to that prices as Mr. Higgin stated.

297

MR. BROWN:
Well, I think Amir attempted an answer to that question before. My understanding is, and Amir can correct me if I am wrong, the first document is the memorandum of understanding that was signed just last week on January the 4th, between the Ministry of Energy and the IESO. Beyond that, discussions are ongoing, and I don't think they have resulted in any greater level of detail at this point of time. And Amir can correct me, but I think what you see in the MOU is where things stand today with respect to scope of services, formal requests, and that sort of thing.

298

I don't think there's anything else beyond that right now, Lisa.

299

MS. DeMARCO:
To the extent that you could undertake a check, that would be great, and that may very well be the final answer. Certainly, to the extent there's any documentation coming from the government, that would be great to see. So, just to support what activities are in those first 13 pages to have documentation, it may well be that you come back and say there's nothing there.

300

MR. DAVID M. BROWN:
We'll take a look, and I think ‑‑ realistically, I certainly expect that, if this issue goes to a hearing, this is going to be some six to eight weeks down the road. Things may have changed between now and then, and no doubt the Board would be interested in any changes, and that might necessitate an update. But what you see right now is, I think, all there is.

301

MS. DeMARCO:
That would be great, if that update could occur at this hearing, ongoing.

302

And then my last question relates to the process of vetting or testing any assumptions that went into the scope of services that you will be providing, and the roles and duties that you will either continue to be undertaking, or now be undertaking, or no longer be undertaking. Can you just let me know the process that you've gone through to test those assumptions or chat about those assumptions? Or anything that involves someone other than the IMO considering those assumptions?

303

MR. SHALABY:
What example comes to mind? I mean, can we give an example that would put this discussion in some context?

304

MS. DeMARCO:
Sure.

305

MR. SHALABY:
Assumptions related to what, specifically?

306

MS. DeMARCO:
Take your first 13 pages of the business plan. You've indicated that that is a fairly comprehensive, high‑level outline of services pertaining to what the IMO will be doing for other organizations. For example, would there be a transition team associated with those processes?

307

MR. SHALABY:
There isn't one at this time.

308

MS. DeMARCO:
And, to the extent that those services are being assumed to be undertaken, have you sent them out for review saying, This is how we're proposing to proceed? Has there been any ‑‑

309

MR. SHALABY:
It hasn't been agreed. The scope, timing, nature of these services, none of that has been agreed. So, subsequently, criteria or review mechanisms to go with those are questions that haven't arisen yet.

310

MS. DeMARCO:
I understand from the response to your early question that there's been no agreement on what they are, but can you just tell me about the process either that you have gone through or that you are going through in relation to the transition?

311

MR. SHALABY:
When you make it sound like a business process, the process is discussions with the sole employee of the Ontario Power Authority about ways of going forward. I mean, I don't know whether you describe that as a process. It's probably over‑describing what ‑‑ I mean, it's just discussions with one employee at the OPA.

312

We have discussions with multiple parties at the Ontario Energy Board on some of the new processes that we're going to go through. For example, review of the market rules: We've just had meetings with some of the staff here in the room on how that would work. And they take form in ways of meetings, where we discuss how is it that we're going to review the market rules at the Ontario Energy Board. Does that meet the description of our process?

313

MS. DeMARCO:
I think that would fall within the process.

314

MR. SHALABY:
Right.

315

MS. DeMARCO:
And is that a comprehensive answer at this point, discussions with the sole employee of the OPA?

316

MR. SHALABY:
It's been four days.

317

MS. DeMARCO:
No, no. I'm not criticizing you in any way, shape, or form.

318

MR. SHALABY:
Right.

319

MS. DeMARCO:
But you've indicated discussions with the OPA, the discussions with the OEB.

320

MR. SHALABY:
Right.

321

MS. DeMARCO:
Is that the extent of the process?

322

MR. SHALABY:
To my knowledge, yes.

323

MS. DeMARCO:
Thank you.

324

MR. DAVID M. BROWN:
And Lisa, perhaps to add to an answer I gave to you before, just looking at 2.2. Of course, with the transfer of the market surveillance panel from the IESO to the OEB, that has necessitated discussions between the two agencies with respect to support for the market surveillance panel. And if memory serves me correctly, I think the OEB has posted on its website the protocol that has been struck as between the IESO and the OEB in respect of providing services for the market surveillance panel. So that would be available on the Board's website.

325

MS. DeMARCO:
Great. And, you know, back to our earlier question about the assumptions and the costs associated with that. I imagine that, if we're at a protocol stage, we probably have some scope of service and cost assumptions with that. So, to the extent that you could actually quantify the prices and elements of the services, that would be great.

326

MR. SHALABY:
I don't know that that is in the scope of discussion, but we will ask, and if there are terms like that, we would make them available to you.

327

MS. DeMARCO:
Great. Thanks very much.

328

MR. DAVID M. BROWN:
Want to take a break now?

329

MS. LITT:
Could I ask the intervenors who haven't asked their questions how long each expects to take on issue 2, please? Ms. Wong, Mr. Fraser.

330

MR. FRASER:
No, not long, I think.

331

MS. LITT:
Ms. Kwik?

332

MS. KWIK:
I have no questions.

333

MS. LITT:
Mr. Murphy?

334

MR. MURPHY:
Yes, one brief question.

335

MS. LITT:
Thank you. Mr. Anderson?

336

MR. ANDERSON:
I have no questions on issue 2.

337

MR. DAVID M. BROWN:
So why don't we ‑‑

338

MS. LITT:
Let's finish issue 2 and take a break.

339

MR. FRASER:
Okay. If I understood correctly the questions from Ms. DeMarco, in terms of either the transitional costs, the one‑off costs that you have to have to undertake because of Bill 100, and in terms of the longer‑term cost implications, you don't have much in the way of numbers broken out separately as to what those are.

340

My question is really that, didn't your board ask ‑‑ your board, and the IESO board now, I guess, or the IMO board, as it then was, ask how much it was going to cost? And didn't you present them projections of the cost implications of this? Or did just say, Well, we'll work it out in the business plan, it's not something to work out separately?

341

MR. SHALABY:
I don't know what the board direction has been or questions have been. I just want to put the transition to Bill 100 in the context of the last five years.

342

Every single year the Independent Market Operator, and now the Independent Electricity System Operator, has had to face significant transformation and changes and evolution. I mean, this is, in a sense, one more year of evolution, one more year of change. The previous year was significant changes as well. The year before that had significant changes. One year we opened the market. One year we had bill 210. One year we had Bill 100. In a sense, we're continuously changing our focus and activities and priorities to fulfill expectations and obligations, and objects of our Act.

343

So, in one way, it looks like it's a significant event; in another way, it is ‑‑ every year has been a significant change. Change is continuous for the last five years.

344

And we continue to reallocate resources; we continue to reallocate priorities, activities, emphasis on different things, to fulfill the obligations and expectations of us.

345

So, I mean, the notion of transition to Bill 100 being a discrete and very identifiable in every business section, business plan, is a notion that is subsumed in the continuous change and the continuous adaptation of the organization.

346

I don't know whether that's answering the question or not answering the question, but it's ‑‑

347

MR. FRASER:
You said you didn't know what the board was ‑‑ I was sort of curious as to whether your board would have asked you how much this is going to cost.

348

MR. SHALABY:
I have no knowledge of that.

349

MR. LEONARD:
I do have knowledge that there was no such question asked by our audit committee in the regard that, as Amir has spoken to, in prior years we have dealt with other uncertainties. The plan outlines the fact that there are uncertainties. As we have done in prior years, it's the expectation of IESO management to manage the business within that approved envelope as best they can, while fulfilling their objects under the Act. And that's the expectation that our audit committee and board of directors would have of us.

350

At the time of business planning, and even today, there isn't a list of specific duties that we are going to do, we may do, we may not do. Such that there isn't ‑‑ in the absence of such a list, we couldn't quantify it even if we wanted to, and there was a recognition of that by our audit committee. And I would, in terms of the business plan itself, on page 5, in terms of those uncertainties of services, we provide that no additional resources have been identified in our plan to address these uncertainties. And that's part of reason we want to maintain the accumulated surplus going forward, and that's part of the ongoing operation of the IESO, that the management of priorities, taking in account risks and the resources that it takes. And as this develops, so will the plans moving forward in terms of the IESO, in relation to both the interworkings with the OPA and also the Ontario Energy Board.

351

MR. SHALABY:
Let me illustrate by an example that may be helpful, because I see you still wondering what the answer means. The area that I'm familiar with, and it's documented somewhere in the plan, regulatory affairs. We know that Bill 100, for example, would introduce an additional regulatory review of the market rule, Sections 32 to 35. The regulatory affairs then says we will have to allocate resources to the review of market rules at the Ontario Energy Board. That is a new activity that was not prevalent prior to Bill 100. What is the cost implication of that? It is a change in priority, not an added cost. The costs of regulatory affairs is the same. Same number of people, similar budget to last year. It's not a question of let's add resources or add costs to review under Sections 32 to 35, it's rather a reallocation of priorities. So we were going to lighten up on other things we were doing, and we would have loved to do, we would have liked to do but we will not be able to do, to do the essential things that are required of us under legislation.

352

So if we take that as an example, what do you say the cost is of review under 32 to 35? It is not an incremental cost, it's a shuffling of priorities. It's a change in priority. We're going to do that instead of some other things that we were doing. In this specific case, instead of more accurate participation in some of the FERC proceedings that we were active on in the last year or two. And the example permeates the organization. Its people will resort their priorities within the envelopes, the envelopes are essentially constant, the revenue requirements are essentially the same, the fee is the same. Do what we have to do within the envelope that we've got. Resort. So the question is: What does it cost you? It costs us reallocation of priorities.

353

MR. FRASER:
So when Dave Uldig says, we're going to be doing 98 percent of what we were doing before, so there's another 2 percent, but there are additional duties that we now have, you're just saying, okay, reshuffle the priorities to make sure that we do everything in the same budget envelope.

354

MR. SHALABY:
That's the challenge. Yes. That's the challenge we have.

355

MR. FRASER:
I think ‑‑ well, in areas in here I think it could be ‑‑ well, I know you have that specific example you gave is alluded to in the business plan. Sometimes, I guess, maybe connecting the dots for us would be helpful. Because, you know, it's hard to see exactly where ‑‑ well, certainly in the numbers, sorry, not possible at all, but to say, well, here's where we used to spend money, here's where we spend it now. Here's what we're taking away. Here's what we're not going to do anymore. Here's what we're going to do now. Some understanding of that, I think, is useful. Because also the question of the longer‑term cost implications is put forward.

356

I'd still be interested in some of the short‑term things like, how much it cost to change your name? It's not just business cards, it's some other things too. I have no idea from reading this document what that ‑‑ whether that's really trivial or not. That's all from me.

357

MS. DeMARCO:
I wonder, Dave, if I might just be permitted to follow‑up again to just echo in terms of the nature of the information we're requesting. It's very much along the lines that Mr. Fraser has requested. And specifically, you indicated that you're operating within the envelope of the revenue requirement, and we're just merely trying to assess whether that envelope, which needs to be approved by the Board, is reasonable in light of the activities. So that's where we're going.

358

And secondly, I note that the specific element and example that you've expressed pertaining to regulatory affairs isn't expressly noted in pages 1 to 13 of the business plan. If it is, I'm overlooking it, not reading it properly. It would be great if you could highlight where, specifically, that cost and those requirements are outlined.

359

MR. FRASER:
Well, just reflecting on that. We're trying to understand why the envelope needs to be as big, not just how you're reallocating the costs within it. Why should it ‑‑

360

MR. SHALABY:
We're telling you the envelope is bursting at the seams, and it takes a lot of effort to stay within the envelope, but I do understand your question.

361

MR. FRASER:
Well, is the 2 percent you're not doing anymore, I know it's a rhetorical 2 percent, but the 2 percent you're not doing any more mean we can cut the fee by 2 percent or do all these new things you have to do mean it's actually difficult for you to remain at the current level?

362

MR. SHALABY:
It is my submission it's going to be very difficult to say.

363

MR. FRASER:
A little more clarity on how all this is changing would really help us understand how whether the envelope is the right size.

364

MR. DAVID M. BROWN:
It might be appropriate ‑‑ I think Amir has tried to deal with things at a fairly high corporate level, although he gave the one example from regulatory affairs, that this may be an area where you may wish to ask more specific undertakings ‑‑ not undertakings, interrogatories, to test the area, and that may be the best way to proceed.

365

MR. LEONARD:
The one thing I would like to add, in terms of the characterization of the overall process that we've essentially just shuffled the deck, but the deck is always the same. In terms of the overall cost of the business, once that envelope is established, we do have ongoing business processes where we, as IESO management, are reviewing not only the costs of the business but what we're delivering with those costs, in trying to, on an ongoing basis, prioritize. So the 2 percent that gets squeezed out of the bottom, depending on where that is in the business, if that presents an unacceptable business risk in our view, we won't squeeze it there. We may squeeze it somewhere else. And on an ongoing basis, certainly on a quarterly basis, we're reviewing our financial outlook in light of all that to see if we're going to live within this overall envelope.

366

So it isn't a matter of course that we definitively will live within the envelope, it's a matter that of course we will do everything we can to definitively live with within this envelope in 2005, but there are significant pressures on the business in terms of support to OPA and other initiatives that will make it ‑‑

367

MS. LITT:
Excuse me, Mr. Leonard, a little bit slower, please.

368

MR. LEONARD:
There are many things that will make it a significant challenge to stay within that envelope.

369

MS. DeMARCO:
David, just at a very general level, for both the administrative efficiency and to maximize the effectiveness of this technical conference, we seem to be having three series of questions very much touching upon the transition costs and the specifics related to them. So not to in any way, shape or form, usurp the interrogatory process, but in order to provide you with some advance notice, and maybe some opportunity for advance documentation, it appears as though we've got a real convergence of questions pertaining to the transparency associated. So to the extent that the IMO could provide anything, that would be very, very useful.

370

MR. SHALABY:
It's been very helpful that we get this understanding. Thank you.

371

MR. DAVID M. BROWN:
Julie, I can't remember whether you had any questions on this? No? Larry, you said you had one?

372

MR. MURPHY:
I do, yes.

373

I make mention that the IESO takes direction from changes in its objects, and there were changes in the objects of the IESO in Bill 100. I'll just refer to one that changed the focus of your activities from current and future electricity needs of Ontario to current and short‑term needs of electricity needs in Ontario. And then Bill 100 went on to introduce the OPA, described its objects. And I won't go into all the details, but to give you a flavour of it.

374

It focuses on the medium and long‑term electricity needs, and the adequacy and reliability of the integrated power system to meet these needs, on activities relating to supporting adequate supply and activities related to facilitating load management. And then it described the duties of the conservation bureau that related to demand management and procuring reductions in overall demand.

375

So I would read that as being fairly clear in saying that there's a new focus for the IESO on shorter‑term considerations, and here's this new organization dealing with longer‑term considerations.

376

Now, in the first 13 pages of the evidence as you mentioned, Amir, they are to deal with your reaction to these external developments. And if I go to page 6, it says that:

377

"MEP components are directed at both near and long‑term needs."

378

And if I go to page 7, it says:

379

"A resource adequacy market would address the need for long‑term commitments for new power generation and demand management that meet the province's needs over the coming decades."

380

Seems to me that that's quite inconsistent with the new direction that's being given in Bill 100. How did you interpret Bill 100 in this area? And has it made any difference in your expenditures, capital expenditures and operating expenditures, programs, generally, that relate to this distinction between short‑term and long‑term issues?

381

MR. SHALABY:
Let me read the next sentence in the paragraph you were reading:

382

"This initiative would also complement the responsibilities of the proposed Ontario Power Authority, as between Coates, the buyer of last resort."

383

MR. MURPHY:
And again, I think it would be pretty difficult to know how to complement that, when you don't know that ‑‑ your organization ‑‑ it doesn't exist yet, you don't know what they're going to do. But, clearly, they're going to deal with long‑term issues that your objects seem to suggest you shouldn't even be involved in.

384

MR. SHALABY:
The sentence that I just read in was based on a draft regulation that has now become a regulation, published in the Gazette, about what we interpret it to be. The OPA assess the effectiveness of what the IESO does in terms of adequacy, and base whatever they do on the success or lack thereof of what the IESO's markets are doing. We interpreted that regulation to mean market mechanisms supplemented after that with some of the OPA activities, whether they are RFPs or whatever mechanisms that we have.

385

That's our interpretation at the time. Mind you, this plan was written in October. Thinking has evolved; interpretation is evolving. So read no more into this other than, we have had a program in mind that addresses capacity requirements, what was known in other markets as capacity markets, we're calling them "resource adequacy markets". Other markets are evolving their thinking, as you well know, about the capacity question, whether it's a short‑term thing or a medium‑term thing.

386

So the evolution of thinking on capacity markets, the draft regulation at the time, the ongoing program prior to Bill 100 coming in, the thinking on that, all of that is expressed in some of the thinking here. There's no intent in doing anything that is outside the objects that we're not permitted to do or not allowed to do. We have every intent to fulfill our objects, every intent to complement and work in a complementary fashion with the new organizations, rather than duplicate or be at cross‑purposes.

387

MR. MURPHY:
So your interpretation of changes in the objects that seem to shift your focus from. Future needs to short‑term needs means that you'll have no impact on your involvement in longer term activities, even including activities that relate to future decades?

388

MR. SHALABY:
I have to think a bit about that distinction between long‑term and short‑term. It has many dimensions to it. Some of the activities and decisions you take in the short term have long‑term implications. And I don't know whether that's a way of distinguishing activities that have long‑term implications from activities that are solely focused on the long term. I don't know whether that distinction is clear or not clear, but ‑‑

389

MR. MURPHY:
As you see, our concerns would be the terrific potential for two organizations working in exactly the same area with different programs, is simply adding the cost ‑‑

390

MR. SHALABY:
I think there's no intent to duplicate anywhere. I mean, both organizations are going to have tight budgets, tight resources, and the last thing either organization would want is to duplicate work.

391

MR. DAVID M. BROWN:
I think also, Larry, to sort of add to the legal context in which these things are considered. The regulations that Amir referred to that was out in draft in August, and I think was then published as regulation 426/04 ‑ I may be off by one, it may be 427/04 ‑ dealing with the procurement process of the Ontario Power Authority. And I believe it's section 2 subsection 1, it essentially sets up, as I read it, a condition precedent that the OPA cannot embark upon a procurement process until it is satisfied, through discussions with the IESO and others, that market‑based solutions that the IESO has developed and implemented will not satisfy energy or capacity needs.

392

So I think that was reflected in the draft regulation in August. It's been reconfirmed in the one that's actually been issued. So, within ‑‑ in terms of the legal framework, I think that's an indication that the government is saying that, one, We'll look at the market‑based solution; if the market‑based solutions, at the end of the day, don't seem to be working, then perhaps OPA has a role to engage in a procurement process. But they almost seem to be setting it up as a condition precedent to the OPA engaging in procurement.

393

MR. SHALABY:
Yeah, but it's easy to interpret that as saying that, If we've given you a direction to deal with short‑term issues, the market‑based solutions we're talking about are short‑term markets, not capacity markets. And if that's not providing what we want in terms of additional capacity, then we'll feel that it's our obligation to make up the difference. So it isn't clear that they were saying, Yes, go ahead and develop a capacity market, and we'll just back off, see how it works and fill in the gaps.

394

MR. DAVID M. BROWN:
Well, I was looking for the regulation, because I printed an extra copy yesterday, and I didn't bring it with me. But the regulation did go beyond energy. My recollection is that it used the word either "supply" or "capacity". I can't remember which, but it was energy and supply/capacity.

395

The other point, and it's in the evidence, is that the IMO, as it then was, did have to submit the business plan to the Minister of Energy for approval before filing it with the Board. We filed the Minister's letter of November 3rd, 2004, and referred to it in argument on Monday. And in that letter, the Minister said that the plan, including the day‑ahead market, was consistent with government policy.

396

So I think that's an indication that there is going to be co‑ordination. And one doesn't exclude the other.

397

MR. SHALABY:
That referred to the DAM market and not the RAM.

398

MR. DAVID M. BROWN:
No, it referred to the business policy of the ‑‑ the priorities set out in the business plan are consistent with the government's initiatives, including the development of a day‑ahead market. But it was a very broad statement.

399

Anyway, in terms of the evidence, those are the facts and the evidence that I would point you to, in response.

400

It just does seem awfully peculiar that, specifically, your objects are changed to focus on the short term, and yet here you are dashing off to do all these things over the longer term.

401

Is there some ‑‑ I presume that you're going to speak to the OPA over time and get some of these things sorted out. Is there some kind of schedule of activity that would have you meeting and resolving some of these things, or will it just get sorted out over time?

402

MR. SHALABY:
I think that would be the best, the best description of what will occur over the next months, several months. Sort it out over time.

403

In the meantime ‑‑ and the plan identifies ‑‑ I mean, when ‑‑ I take a little bit of exception to the term running off and doing things in the long term. There's no indication of running off anywhere here. There's an indication of preparing a set of concepts, ideas, rules, that can be ‑‑ the words in the business plan that "can be" put in place, if and when desired by the province, desired by the stakeholders and worked out with the Ontario Power Authority.

404

So this is a state of readiness to put in place to a capacity market, a resource adequacy market, if and when agreed to by the Boards and the stakeholders. So there is no running off with anything to do with an alternative at this time.

405

MR. MURPHY:
In this forum I'm not talking about the appropriateness of that particular model, and we'll talk about that in other circumstances. Really, I was just dealing with the issue of the changes that came out of Bill 100.

406

MR. SHALABY:
Thank you.

407

MR. DAVID M. BROWN:
Colin, did you have a question?

408

MR. ANDERSON:
No, I didn't.

409

MR. DAVID M. BROWN:
Anyone else have questions on issue 2? Well, then we've gone through issue 2, and perhaps, David, now is an appropriate time to take a break. So 15 minutes, everybody. Be back at 11:30.

410

‑‑‑ Recess taken at 11:15 a.m.

411

‑‑‑ On resuming at 11:38 a.m.

412

MS. LITT:
Excuse me. Can everyone take their seats and let's get started, please.

413

MR. DAVID M. BROWN:
Excuse me. Can we go back to our seats and get underway? I think, you know, if we just start, maybe stragglers will drift in. I think we're going on to issue 3. Is that right?

414

MR. DAVID M. BROWN:
Yes, issue 3. The costs incurred ‑‑ I guess, projected for 2005. And Rick, I don't know if you have any questions on 2005 costs?

415

MR. COATES:
I don't know if ‑‑ yes, I might have a couple on part of it. I understand ‑‑ yes, I just thought about that. I understand that we have looked at some connection assessments to do with green power, and that we will be looking at some ‑‑ a lot more connection assessments to do with the new power projects the government has sent RFPs out on. And I also understand from the engineers who were involved with this that they're working hard but they're falling behind to a certain extent, even on the green projects, which in volume are a lot less than what's coming up.

416

With that, and especially with the next stage coming up, we'll be looking at not only the assessments of bringing in this new generation but the assessments of connecting these generation projects to the system. Hydro One's demands as far as connecting new equipment to stabilize the system, and such, which will inevitably come. So I guess my question on that is what the IMO plans to deal with this manpower situation that is coming up and is, really, upon us.

417

MR. SHALABY:
I think if we go to page 11 of the business plan, the first bullet point under "implementation" addresses precisely the point you're talking about, Rick, or at least agrees with you that: "Augmentation in the resources for connection assessments and approvals are needed to address generation/transmission infrastructure changes."

418

So I'm indicating to you that the business plan recognizes that and intends to address that. Now, if your question is specifically how is it being addressed, that's a level of detail that we can get to at another time. I don't have the specifics to do with that.

419

MR. LEONARD:
I can provide a little further on that, Rick, in the regard that, on page 30 of the business plan, second paragraph from the bottom, one of the areas you talked about were with regards to connection assessment. And we identified in that paragraph, on page 30, that the IESO management anticipates that up to 7 staff resources are going to be needed to support the work in respect to connection assessments.

420

MR. COATES:
Thank you. Secondly, as far as I can see so far, unless OPA has different ideas than the OEB, we'll be providing services to the OPA. We already do provide some long‑term forecasting services, but Nolan, in the last few years, has provided long‑term planning services. Again, we have a fairly ‑‑ a very high workload at the IMO ‑‑ or the IESO. I was wondering where how all that's going to be dealt with and how has it been dealt with, in the business plan.

421

MR. SHALABY:
I think the answers we gave in the morning about the details and the scope and the timing to be worked out holds in this specific instance as well. I don't have the details and I don't think the details are in place yet to answer that specific question.

422

MR. COATES:
As well, we'll be providing services to the OEB for market surveillance, will there also be a need for extra labour in the settlements division in regard to the government's demands for the new metering systems? Altogether, I think we're talking about a significant increase in the labour that's needed to provide all these services, and I question whether, indeed, we're looking at ‑‑ when it comes down to the point where we have to provide these services that are demanded of us, I doubt, in my own mind, I doubt whether we can do this with the budget that we have.

423

Can you ‑‑ and also, you know, we have taken $15 million out of the budget. And I guess the question I have is: Knowing all these things are coming in the future, how do you deal with such a thing?

424

MR. SHALABY:
That is a challenge to the IMO organization, the IESO organization, this year, is to resort its priorities, to rescope activities, as it did last year, as it did the year before that. And that's a continuous challenge of ‑‑ and as every company around the table here today does with their resources and their priorities. That is the business of different priorities emerging and different activities needing attention, emerging and companies resorting their priorities and resources to match. And we will try and do that within the constraints that we have.

425

So it is a challenge, we're admitting that, but it's something that we are committed to attempting to do.

426

MR. COATES:
Thank you.

427

MR. TUCCI:
A sort of supplement to that, I guess. Would you turn to page 29 of the business plan, at the bottom of it. You've said, you know, we've got these priorities, and you're resetting priorities. And I think ‑‑ we're planning on asking some questions specifically related to the work in relation to the large volume of revenue meter replacement expected over the planning period. And the associated costs and staff commitment to that work, and we'd like ‑‑ just warning you now, we're going to ask some interrogatories on that issue to try to quantify this, and maybe discuss whether it should be re‑prioritized given other things that have to be done.

428

MR. SHALABY:
Thank you.

429

MR. DAVID M. BROWN:
Roger?

430

MR. HIGGIN:
Yes, okay. Roger Higgin for VECC.

431

I'd like to fall just on the area of interest expense, first, of three areas. And if you could turn to page 40 of the business plan.

432

So my question would be as follows: Like many other utilities, this is a forward test year, and therefore what I would like to know is what your projection of the cost of the first amount of debt, i.e., the 125 million, is, in terms of percentage, basis points, et cetera, for 2005? What is your forecast? And what, then, would be the associated interest cost? I just couldn't find that. I'm sure it's in there somewhere, Ted, but I couldn't find it.

433

MR. LEONARD:
Yeah. Perhaps, Roger, I mean, there are two components to our debt. A portion of that is with the OEFC at 78.2, that is at 7.9 percent. The other aspect, and maybe it isn't clear, on page 41 of the business plan, where we talk about the floating‑rate debt that we have with the Province of Ontario in the amount of 125 million, the planning ‑‑ the assumed average interest rates that we've identified in those bullet points in paragraph 3 specifically relate to the province's ‑‑ the debt with the Province of Ontario.

434

MR. HIGGIN:
Okay.

435

MR. LEONARD:
And maybe it's mis‑characterized, perhaps, as average interest rates on debt.

436

MR. HIGGIN:
Right. Thank you.

437

Then, following up on that, can you tell me what are your plans in terms of repayment? Now, you state in the first bullet that you're going to repay, under that 125 million, on March 31st of 2005; correct? And therefore you will have to refinance that amount.

438

MR. LEONARD:
Yes.

439

MS. LITT:
Excuse me, Mr. Leonard. Could you speak more slowly, please. Thank you.

440

MR. LEONARD:
Yes; that's correct.

441

MR. HIGGIN:
And your projection of the refinance is still 3.6 percent.

442

MR. LEONARD:
Yes, Roger. In this morning's evidence for the updated application, I outlined in there that one of the things we've done is we've actually financed that debt, and the terms of that debt with the province are essentially unchanged from that that was in place for that debt, that was to be repaid in 2005.

443

MR. HIGGIN:
So your refinanced amount rate is 3.6 percent, as being your projection?

444

MR. LEONARD:
Yes; that's correct.

445

MR. HIGGIN:
For this floating rate. Okay, then the obvious question is: From a financial management point of view, why wouldn't you retire debt at 8 percent, almost, when you're financing debt, new debt, at 3.6 percent?

446

MR. LEONARD:
The terms of the debt with the OEFC don't allow for early repayment, or, more clearly, the terms of the debt that would allow for early repayment would be such that the early repayment penalties would equate to paying 7.9 percent on that debt. So, ultimately, the flexibility does not exist within that existing debt instrument.

447

MR. HIGGIN:
Is that a debenture, a note or some other instrument, as you've said, that we would like to have a look at the terms of that?

448

MR. LEONARD:
If you would like us to take that as an undertaking, we certainly would.

449

MR. HIGGIN:
Yeah, well, we can do it either by ‑‑ whatever process. I would like to understand the terms of that, and why ratepayers are having to pay that at that amount over and above market rates, for debt, at the same time. So that's my issue, and I think it's a reasonable issue that we should pursue here in this proceeding.

450

MR. DAVID M. BROWN:
Well, could I suggest that you ask an interrogatory on that, Roger. I'm sure that there won't be any difficulty in providing a summary of the terms of that debt instrument. As to whether the instrument itself can be produced, I don't know whether there are any confidentiality concerns. But may I suggest you pose that in a question so we can ‑‑

451

MR. HIGGIN:
It's public debt.

452

MR. DAVID M. BROWN:
Sitting here today, I don't know what surrounds that document. As I say, I don't see any difficulty in providing a summary of terms.

453

MR. HIGGIN:
Thank you. Okay. Anyway, just as a heads‑up, you know, that we're concerned about that. From a ‑‑

454

MR. DAVID M. BROWN:
Mm‑hm.

455

MR. HIGGIN:
‑‑ from a cost‑of‑service point of view, it's quite clear that that debt is above market. And you've just proven that by refinancing and therefore our question, I think, is very legitimate, and it's an area we will continue to pursue.

456

MR. DAVID M. BROWN:
Okay.

457

MR. HIGGIN:
Okay. Can we next go to my other one, which you wouldn't want me to not go to ‑ debt management ‑ would you? And to capital cost management. Would you? We couldn't have a proceeding with me not going to that area; right?

458

So if you could look at page 38, not being facetious. First of all, just, Ted, if you could give me, if it's available, if you know, or by undertaking. For 2004, you've got a projection. What was the budget for 2004? Maybe it's easy to find for those items. And how are you doing it?

459

MR. DAVID M. BROWN:
Just give us a second here, Roger.

460

MR. HIGGIN:
I could look up last year's business plan. But if you don't have it, I'm not trying to put you on the spot here, Ted. If you just ‑‑ it's something that we'll ask an IR about it.

461

MR. LEONARD:
Okay. The one ‑‑ in terms of finding the budget for 2004, that's something that I suspect ‑‑ Amir's looking through our business plan from last year as we speak.

462

In terms of where we project to be at the end of 2004 ‑ and I want to make sure it's a projection; although the year has passed, we certainly haven't closed our books yet ‑ our current projection is a spending level of 8.1 million.

463

MR. HIGGIN:
So, well under the current projection in this business plan?

464

MR. LEONARD:
Yes. With the largest component of that variance representing the 2.6 that was included in the projection in relation to the day‑ahead market.

465

MR. HIGGIN:
2.6? I see 2.3 here. Sorry.

466

MR. LEONARD:
I stand corrected. You're correct.

467

MR. HIGGIN:
Okay. So ‑‑ but apart from that, which, obviously, we understand, there is a significant under‑expenditure, again, and I'm sorry to use that word again. It's okay.

468

Can you explain ‑‑ could you provide, either now or I'll ask an interrogatory, if you like, just as a heads‑up, the variance relative to budget for each of those major areas of initiative? So, if not, we can do that by way of interrogatory.

469

Okay. Now, coming to the question now of 2005, which is the thing before us, what usually happens ‑ and the pattern's been consistent, I think, in this ‑ is there tends to be a pushing forward, a wave, we call it, going into 2005. And, therefore, do you believe that the 2005 budget ‑‑ and are you planning to do any update based on the actuals for 2004? That's my next question, actuals. And then would that, then, lead to an adjustment to budget for 2005?

470

MR. LEONARD:
The answer to the first question, in terms of would we provide an update in terms of actual: Certainly, once we close our books for 2004, I believe we'll still be ‑‑ we will have just finished the first round, or the interrogatories, so we can certainly provide updated evidence on those actual results.

471

In terms of an updated capital forecast at that point, at this time, I'm not sure if we will file updated evidence on that.

472

MR. HIGGIN:
Okay. Thank you.

473

My other area is the question of labour costs and also compensation, within that, compensation. So what I think is a theme that many parties may want to also pursue is the idea that, okay, there's going to be a transition, you're going to be under pressure in the short term for resources. And the question we're all wondering about is how are you going to meet that? And then, will there be, after the transition, a new projection of head count coming out in next year's business plan or something, once you have a handle on that? So that's what I'm trying to get at. Has there been a change to your head count projections, both for this year because of the transition, and then longer‑term, perhaps because of some reduced role or something? Have you made any change to head count?

474

MR. LEONARD:
No, we have not at this point, but as a component of formulating our plan in terms of resources for the day‑ahead market, and reviewing those alternatives to be presented to our board of directors, one of those components will be the staff resourcing component, which will have an impact on staff levels across the organization in 2004.

475

MR. HIGGIN:
So that would be, of course, the major variance, if any, you see, because of the decisions that your board may make about the day‑ahead market?

476

MR. LEONARD:
Can you please restate your question?

477

MR. HIGGIN:
Is that the main area where there might be a change, because of the rethinking and then the approval or otherwise of your board about the day‑ahead market project?

478

MR. LEONARD:
Is the staff component the largest thing impacted by this ‑‑

479

MR. HIGGIN:
No, what I'm trying to say, is that in terms of overall staff levels, is that the largest single variance that might occur as a result of ‑‑ or are there other factors and other ‑‑ regarding the transition and so on, that might lead to revisions up or down of head count projections?

480

MR. LEONARD:
At this time, it's my view that the day‑ahead is the most significant impact on that.

481

MR. HIGGIN:
So I'm just trying ‑‑ maybe you can help me. In the business plan, there are some head count projections, I believe. Am I right?

482

MR. LEONARD:
Yes.

483

MR. HIGGIN:
And I don't know which page, perhaps you can help me just to focus on that. If you could help me.

484

MR. LEONARD:
Page 29.

485

MR. HIGGIN:
Page 29. Thanks. So just to close this off, then, what this projection shows, there's an uptick in 2005, quite a significant one, which ‑‑ I'll ask, would that in part, if not all, relate to the day‑ahead market? Am I correct?

486

MR. LEONARD:
Yes, that's correct.

487

MR. HIGGIN:
Okay. And then, what you see, then, following that is a reduction for 2006 and 2007. So that, I guess, just to close it off, that right now there's no other changes that you're forecasting except those related to the day‑ahead market.

488

MR. LEONARD:
I guess my response would be that in looking at those resources in relation to day‑ahead, both staff and overall dollar, that will, depending on the quantum of those day‑ahead market operating costs for 2005, will drive the ongoing review by others within the organization at their operating cost levels. And that may, in fact, have an impact on their staff resourcing levels in 2005, and that may be up or down in particular areas, and that isn't simply just due to day‑ahead, it's also due to other demands within the business.

489

MR. HIGGIN:
Okay. Thanks.

490

Just on the human resources side, I have one question about the compensation area. This is for the management group, because the other two areas are really under collective agreements that are still in force. As a result of the compensation study, can you help me with what would be the average increase that is projected for budget purposes for the management group as a result of the compensation study? Has the compensation study informed that amount?

491

MR. LEONARD:
Roger, the assumed rate of escalation on salaries for management staff in 2005 within the business plan is 3 percent. The involvement or the contemplation of this study that was undertaken and filed as evidence in arriving at that 3 percent, that I do not know.

492

MR. HIGGIN:
Okay. So your 3 percent is same as for the society members, but a little higher than the union, so the PWU of members.

493

MR. LEONARD:
Sorry, can you ‑‑

494

MR. HIGGIN:
No, I think if you read this, you talk in there, in the business plan, as being 3 percent as part of the collective agreement with the society, and 2.5 percent for the PWU as being the average increase for 2005; is that correct?

495

MR. LEONARD:
Yes, that's correct.

496

MR. HIGGIN:
Thank you very much. Those are my questions for now.

497

MR. DAVID M. BROWN:
Lisa?

498

MS. DeMARCO:
I have no questions on this issue, number 3.

499

MR. DAVID M. BROWN:
David.

500

MR. MacINTOSH:
I have a question on the pension area, which is page 33 of the business plan. I didn't see any reference there as to actuarial reviews performed. I wonder if you could tell me when the last one was done.

501

MR. LEONARD:
The last actuarial review was performed as at January 1st, 2002, with one scheduled to be performed January 1st of this year, of 2005.

502

MR. MacINTOSH:
One other question. I see that pension contribution is going to represent 5 percent of your fee revenue for this year. I was wondering if there had been any thought or any move toward going from a defined benefit pension program to a defined contribution program in order to take that pressure away from your revenues.

503

MR. LEONARD:
On the two points, the first being that the pension plan contribution level represents 5 percent of the fee, it's the recognized pension expense under Generally Accepted Accounting Principles that represents 5 percent. The actual pension contribution for 2005 is budgeted at $3.6 million. Just to make that clarification, as opposed to the pension expense.

504

In terms of, I think it was characterized as, has there been any plans or actions or things done by the IESO to investigate a defined contribution plan, as opposed to a defined benefit plan? The answer to that would certainly be, yes. Have we done anything? Sure. We've taken actions to look into it. I guess the significance of the ‑‑ how active or how much we've gone into that, I don't know. But certainly it's something we've looked at in the broadest context, as has anyone who has a defined benefit plan over the last few years, as markets haven't returned to what they did in the late 1990s.

505

MR. MacINTOSH:
We'll be asking some IRs on that area, and those are my questions.

506

MR. DAVID M. BROWN:
Thank you. Elaine?

507

MS. WONG:
Thank you. I do have several questions. First, I'd like to refer to the additional filing that was filed on January 12th. This morning Mr. Leonard has explained the changes very clearly, but I believe I did miss out on some points. I have a question regarding interest expense. On page 4 of the filing, section 2.2, impact on the 2005 revenue requirements, around the middle of the second paragraph you said that:

508

"Together these two changes would have a net effect of increasing interest expense by .5 million."

509

Now, is that .5 million being reflected in the financial statements?

510

MR. LEONARD:
No, it's not.

511

MS. WONG:
And why? Perhaps you could explain. Maybe I have missed your explanation earlier this morning.

512

MR. LEONARD:
I think ‑‑ if you follow through the remainder of that paragraph with respect to interest expense, it goes on to discuss the fact that, within the IESO's business plan, we had held, for lack of a better term, a healthy cash position while also having flexible terms within our debt arrangements. And our intention would be to review our cash positions, review it in light of the fact that we won't be ‑‑ or we, at this time, don't believe we'll be spending capital on day‑ahead market in 2005, with a view that we would repay some level of debt in 2005.

513

MS. WONG:
Mm‑hm.

514

MR. LEONARD:
With the expectation that we would, by repaying that debt, that notional increase of 500,000, or .5 million, would not materialize.

515

MS. WONG:
Thank you.

516

Now, then, further, the repayment of debt ‑‑ it then again is not reflected on the financial statements. You have not made that commitment as to the use of that .5 million?

517

MR. LEONARD:
Yes; that's correct.

518

MS. WONG:
Thanks. I think I'll jump to pension expense. I just have some basic concept questions about pension expense.

519

Perhaps you can help me by explaining to me the continuous increase of pension expense. Is this supposed to be just a short‑term increase, during the planning period? Or is it going to be a long‑term, ongoing increase?

520

MR. LEONARD:
I wish I knew. I mean, there certainly is a lot of ‑‑ there certainly is a lot of uncertainty when it comes to pension expenses over the long term. Based on what we know now, and based on assumptions we make in terms of return on assets within the fund, the increases you're seeing over the planning period, in terms of pension expense, are not expected to be long‑term in the sense that we don't expect continued increases.

521

What you're seeing over the planning period is the recognition of lower‑than‑assumed, or ‑planned, returns, over the last few years, or in sort of 2000/2001/2002. And those returns are being recognized over a number of periods. And that's driving up the pension expense over the planning period. But by the end of the pension ‑‑ or ‑‑ apologies. By the end of the planning period, those lower‑than‑planned returns in prior years will have been recognized and fully amortized through the pension expense.

522

MS. WONG:
Thank you. That's helpful. I'll try to read up on this a little bit more. Thank you.

523

I'm going to jump, again, now, to another subject, on debt and refinancing. In your evidence ‑‑ I'm sorry, I don't have the page number here, but in the evidence it says that the IESO do not intend to pursue a credit rating, and that you would refinance with the Ontario government.

524

My question is, has IESO pursued other options to get the best financing arrangement possible?

525

MR. LEONARD:
That's something I'm not personally aware of. Certainly, you're correct in the fact that we've assessed that the overall costs associated with obtaining a credit rating would make it such that our total interest costs would be higher. Have we investigated other alternatives for sources of longer‑term debt financing? At this time I'm not sure.

526

MS. WONG:
Okay. Thank you.

527

I believe I have one last question. Also, in the evidence, it makes reference to certain O&M costs being capitalized. Could you tell us what is your policy on deciding what O&M is being capitalized and what is being expensed?

528

MR. LEONARD:
I guess, at the highest of levels, our policy in terms of what we capitalize is in accordance with generally accepted accounting principles. If you give me one moment, I'm just ‑‑ the one thing I'd like to check is the evidence. If you just give me a moment. I mean, at a high level, costs that are capitalized within the IESO that might have otherwise been charged to operations are costs that are directly attributable to a capital project or a project that meets the criteria under generally accepted accounting principles for a capital asset.

529

Apologies. I had thought that in our filing of last year we included our significant accounting policies, which we don't.

530

MS. WONG:
You've been meaning to address that issue in your previous filing?

531

MR. LEONARD:
Certainly. I mean, I can talk to it now, or I can provide the ‑‑ whatever our exact policy is. At a high level, it's costs that are directly attributable to assets that are capital in nature and in their development.

532

MS. WONG:
Thank you. Perhaps I can ask further questions about that in the interrogatories. Thank you. These are my questions.

533

MR. DAVID M. BROWN:
Peter?

534

MR. FRASER:
No.

535

MR. DAVID M. BROWN:
Judy?

536

MS. KWIK:
I have no questions.

537

MR. DAVID M. BROWN:
Julie?

538

MS. GIRVAN:
If you could just turn to appendix 2, which sets out your O&M costs, under the business details above. It's appendix 2, page 57.

539

I just want to be clear that you'll be able to provide this. What I'll be looking for, through the interrogatories, is some further detail on each business unit. And I just wanted to give you the heads‑up on that, and ask if you'll be able to provide that.

540

MR. LEONARD:
Yes, we will.

541

MS. GIRVAN:
Okay, thanks. Now, I read ‑‑ and I'm looking for the reference, but I think you'll understand, I just lost the page number. You've talked about your labour costs and you've talked about "a considerable portion of the employee population will be eligible for retirement." What does "considerable portion" mean? Sorry, I think it's on ‑‑ sorry, I apologize ‑‑

542

MR. LEONARD:
I think it's okay, Julie. I mean, what I was looking for was, do we have an answer ‑‑

543

MR. SHALABY:
Roughly, a third of employees. This is from ‑‑ I mean, we can't confirm the exact percentage or proportion, but "considerable" indicates a large ‑‑ somewhere between a third and maybe even more would be eligible to retire within the planning period.

544

MS. GIRVAN:
Within the next three years.

545

MR. SHALABY:
Yes.

546

MS. GIRVAN:
And then if you could turn to page 28. I'm just trying to put some things in perspective, and sort of clarify some of the numbers.

547

First of all, what I see under here, for 2005, is 55 million in staff costs. And I first wanted to find out, specifically, what's included in staff costs? Is that everything, including pension costs, sort of, full compensation, or not?

548

MR. LEONARD:
No. What that figure includes ‑‑ it does not include pension. Pension is included as a separate line item ‑‑ separate item on the statements that we include in the business plan. What it does include is direct salaries, health and dental, all benefits, including while employed or post‑employment, overtime allowances, training ‑‑

549

MS. GIRVAN:
Okay. You can provide that for me later. I think I'll probably ask the question anyway. And then if you look at, sort of, towards the bottom of the page, it says that: "Staff‑related costs account for at least 40 percent of total costs."

550

And I just wondered if you can clarify. I'm just trying to, sort of, put things in the right category. What do you mean by "staff‑related costs" and percent of what total costs? Because if I look at OM&A program costs of 84 million, it just doesn't jive. I can't really tie those together. And maybe once again, Ted, maybe you could provide these numbers to me later. I'm just trying to figure out what the 40 percent relates to.

551

MR. LEONARD:
What it relates to is, if you add the staff costs with the OM&A pension costs over the total costs of the business, so the $150 or so million.

552

MS. GIRVAN:
Okay. Over the 150. Okay.

553

And then there's another reference that 80 percent of your employees, the compensation I guess ‑‑ sorry, 80 percent of employees are under collective agreement bargaining units and that 20 percent are not. Is that correct?

554

MR. LEONARD:
Roughly.

555

MS. GIRVAN:
Okay. So what I wanted to know is, of the 80 percent and the 20 percent, that's number of employees?

556

MR. LEONARD:
Yes.

557

MS. GIRVAN:
Could you provide me with the dollar amounts? Once again, you can ‑‑ I'm just trying to clarify some of these numbers so that I can start to work with them. But as long as you can do that later, once again, that's fine. Just something that I am interested in. So the total dollars for compensation, how much of that is underpinned by collective bargaining agreements and how much of that is not.

558

MR. LEONARD:
Okay.

559

MS. GIRVAN:
Okay? Great. Thanks.

560

Just bear with me for a second. And there's a reference ‑‑ once again, I can't seem to find it. I'm missing a page of my notes. There's reference to a consumer education fund, and I think the discussion was about some of the initiatives last year were around how to deal with the spot market. And it's not clear to me, A, the sort of history of that. It's a special fund, I think, approved by the board of directors, I think, and why this isn't included in your overall numbers. Just give me a little background. I'm just not familiar with it. And that would be helpful in why the accounting treatment of this particular fund is different than other O&M items.

561

MR. LEONARD:
The history of this program is that the funding associated with it is in relation to market penalties, sanctions, voluntary payments. That's where the resources come from for that.

562

MS. GIRVAN:
It's coming back to me now. Sorry. Go ahead.

563

MR. LEONARD:
Yes. I mean, in accordance with the market rules, a rule was passed last year that sort of allowed the IESO board to direct it in a variety of ways. Certainly, I'm characterizing it as more broad than it is. I just don't know ‑‑ I think there's three areas that I could direct you to off the top of my head.

564

MS. GIRVAN:
Yeah, I think now I'm getting some clarity from that.

565

MR. LEONARD:
And so now it's upon approval by our board that the amount that sits in that consumer education fund, as I think we entitled it, it then is monies to be spent in accordance with a plan or plans that IESO management brings to our HR committee of our board of directors. And it is viewed as a program to educate consumers beyond what the IESO would normally do in its role.

566

MS. GIRVAN:
Okay. So what's, just ‑‑ I guess I'm just looking at it from an accounting perspective, why it's treated differently.

567

MR. LEONARD:
It's really treated differently only in our ‑‑ in the statements we present in this submission from the perspective that it's outside of the usage fee that we're requesting or those revenue requirements. I mean, from a statutory, financial statement point of view, it is not segregated.

568

MS. GIRVAN:
Okay. That's fine. Those are my questions. Thanks.

569

MR. DAVID M. BROWN:
Larry?

570

MR. MURPHY:
Yes, just one. If I could direct you to page 34, there's a table on the MEP initiatives. It summarizes the total costs over the period 2003‑2007, and breaks it done into OM&A and capital. If you take a look at long‑term resource adequacy capital spending, the total is .8. I could find the amount that relates to 2005 from page 59 that breaks out capital projects, and it says .4 of that is in 2005. Is there some place I can find the 2005 component of the OM&A?

571

MR. LEONARD:
Can you restate your question, please? Sorry.

572

MR. MURPHY:
Okay. I'm trying to find ‑‑ this gives numbers that refer to a period from 2003‑2007 and I'm trying to find the part that relates just to 2005. And I can do that for capital rom another table, but I can't find the 2005 component of OM&A. And I'm asking you can you direct me to somewhere in here where I can break that part out.

573

MR. LEONARD:
There's nothing in the plan that breaks that out, but what I can tell you is that the 600,000 included in our revenue requirements for 2005 is budgeted for the day‑ahead market.

574

MR. MURPHY:
For the day‑ahead market?

575

MR. LEONARD:
Yes, for the ‑‑ as outlined in the updated evidence the other day.

576

MR. MURPHY:
I see. So then there's zero for the RAM?

577

MR. SHALABY:
There's $900,000 shown.

578

MR. MURPHY:
Yeah, but if I take a look at somewhere else, it says that the OM&A related to the memo MEP is $600,000, and now I just heard that that's all for DAM. So that implies that there's zero for RAM in OM&A. Is that right?

579

MR. LEONARD:
That's correct. In our business plan, in our application, there's zero for RAM. However, the little bit of work we believe we'll be undertaking that is operational in nature with respect to RAM in 2005 is one of those contingencies or activities that, through the firming up in the time from which a business plan is put together and the ongoing day‑to‑days of a business, that's something that we would, through our prioritization process and resource allocation, we would fund that amount of operating costs for resource adequacy this year. Without having a detailed estimate of any regard, the number on that is certainly less than $200,000, if we were to provide an estimate.

580

MR. MURPHY:
So the remaining expenditures on RAM are just the $400,000 related to capital expenditures in this year?

581

MR. LEONARD:
The $800,000.

582

MR. MURPHY:
No. It says $800,000 is the total. If I go to table 59, the RAM expenditure for 2005 says $400,000.

583

MS. GIRVAN:
I'm really confused now.

584

MR. MURPHY:
There was a total of 8 allocated, of which you've already spent 4.

585

MR. LEONARD:
I think the best thing is for it to come through an interrogatory.

586

MR. MURPHY:
Okay.

587

MR. LEONARD:
So we can be sure we're clear in terms of what you're looking for and we can provide the response that you were looking for.

588

MR. MURPHY:
Okay, because I have other questions of what do you get at the end of that, and that sort of thing. So I'll just include it in the interrogatory. And that's it.

589

MR. DAVID M. BROWN:
Thank you. Colin?

590

MR. ANDERSON:
The only questions that I had were in the same area that Larry was just questioning, so I'll probably leave those for interrogatory. But there is one thing that I'd like to ask.

591

In the amendment to your pre‑filed, on page 5 and 6, you referenced the 600 K with respect to OM&A expense for the DAM. Will you at some point have an update as to by how much the 600 K referenced in that document will be exceeded in 2005, and would it be appropriate for filing in these proceedings?

592

MR. LEONARD:
If it's available, we'd certainly file it.

593

MR. ANDERSON:
Okay. Thank you.

594

MR. DAVID M. BROWN:
Any other questions on issue number 3? Then let's move to issue 4, which is stakeholdering. Go around the table again.

595

MR. TUCCI:
I guess just to start off the discussion, when you look through the evidence, I don't think you've got something spelled out exactly, all the stakeholdering processes. I, at least, haven't spotted it. Maybe it's just alluded to. But if we're going to deal with stakeholdering as part of the issue for the hearing, someone is probably going to ask you, can you identify all the stakeholdering processes that you have in place. Can you just give us for now a quick overview of all the stakeholdering activities and if you have any proposed changes to that.

596

MR. SHALABY:
Stakeholder involvement in the IESO is very extensive at the technical panel, a panel that examines and approves market rules. It's very extensive, and apart from that there is what is known as the MAC, market ‑‑

597

MR. TUCCI:
Advisory council.

598

MR. SHALABY:
Right, and the MAC has three other committees, one on IT, one on operations, one in regulatory affairs. There are other ad hoc committees and working groups that get formed that are task‑oriented, such as the pricing issues or the working group on the day‑ahead market. So the overall structure, then, is formal involvement in the technical panel, voluntary involvement in the MAC and its subsidiary committees. That's the general overview of stakeholdering.

599

Prior to this year, the board of directors had stakeholders as well, but that is not the case going forward.

600

MR. TUCCI:
Is there a feeling that the fact that the board of directors in the IESO is no longer a stakeholder‑driven board, is there are a feeling that now there is a potential gap and now something else has to be introduced, potentially, to fill a gap that's been created for input?

601

MR. SHALABY:
We have committed to review the stakeholder process and its effectiveness and its structure, and that's going to be done in 2005. Partly in recognition of that, partly by other drivers.

602

MR. TUCCI:
Okay. That's all.

603

MR. DAVID M. BROWN:
Roger, any questions?

604

MR. HIGGIN:
Yeah, just a couple. If we could go page 47 of the business plan. And I can only really raise this under stakeholdering because it doesn't really fit anywhere else. So I hope you feel ‑‑ you'll rule it out of order. Basically, what I'm interested in is where you are with respect to ‑‑ then could you read on, sorry, to page 49. And we look at specifically the report that was supposed to be finalized and would then be, I guess, discussed with the stakeholder committees, and then released. And what's the status of the service cost unbundling effort, and also with respect to this particular report.

605

MR. SHALABY:
Events have changed in this manner, that the Federal Energy Regulatory Commission issued a notice of inquiry. We have filed that notice as part of our evidence. And that change of landscape on the activities of the organizations in the United States that are ISOs and RTOs, and their focus has shifted to implementing a uniform system of accounts, initially, to sort out the costs and then they would move to fulfilling the terms that they were working towards for the end of the year. So that shift in focus has put a hold on this activity and has diverted energy and focus to accounting issues at this time. So as a result, that report will not be available at the end of the year as planned.

606

MR. HIGGIN:
So since this business plan was drafted that change, then, has occurred?

607

MR. SHALABY:
Yes.

608

MR. HIGGIN:
And so this is not up to date. Okay.

609

And the other one was just simply: Given the changes to the mandate of the IESO, are you contemplating any change to either the terms of reference, or what I call the mandate, the governing document for either the RASC or the MAC?

610

MR. SHALABY:
Yes.

611

MR. HIGGIN:
And could you just outline what those changes would be.

612

MR. SHALABY:
That's still under development and would be shared when they are developed.

613

MR. HIGGIN:
Okay. That's it. Thank you.

614

MS. DeMARCO:
I have a couple of largely background questions on the stakeholdering processes employed by the IESO. Can you just provide me with a list of the major initiatives that have been the subject of stakeholdering by the IMO/IESO?

615

MR. SHALABY:
A large number of IT activities, operating activities, regulatory activities, these are the three subcommittees to the market council. The working group on the day‑ahead market is a working group on pricing issues. These are examples of some of the activities and business areas that have been stakeholdered.

616

MS. DeMARCO:
I guess as part of an interrogatory, we'd love a complete list as opposed to examples.

617

MR. SHALABY:
All right.

618

MS. DeMARCO:
And can you please provide a list of all internal and external IMO or IESO policies or guideline documents that guide, govern or relate to the IESO's stakeholdering process.

619

MR. SHALABY:
We can provide documents that outline or policies on stakeholdering, yes.

620

MS. DeMARCO:
‑‑ is also those that govern your policy. You said there's an over‑reaching policy document. These would also include those that would govern or dictate the process as well so not just some high ‑‑

621

MR. DAVID M. BROWN:
Well, there's a governance by‑law which specifically deals with the technical panels, so in that sense it deals with the stakeholdering. That's on the website, that's public knowledge.

622

MS. DeMARCO:
All right. You've anticipated my next question. To the extent that they are not externally available, could you actually provide the documents?

623

MR. DAVID M. BROWN:
Well, that will depend upon the level of confidentiality. As you know, there's a confidentiality policy within the IMO. And I think there is a major stakeholdering document that is public, which summarizes the process.

624

MS. DeMARCO:
Where they are confidential, could you certainly list the document and identify that it is, in fact, confidential?

625

MR. DAVID M. BROWN:
Well, on this, Lisa, perhaps what I could ask you to do is to craft an interrogatory that makes requests for documents in specific areas, so I'm not trying to guess what it is that you're actually looking for? I think that might be helpful.

626

MS. DeMARCO:
Sure. And just as a heads‑up, we are just looking for documents governing the stakeholdering process, nothing more insidious.

627

MR. DAVID M. BROWN:
Fair enough.

628

MS. DeMARCO:
Has the IMO applied uniform stakeholdering processes applicable to each initiative that's stakeholdered or has the stakeholdering process changed among initiatives?

629

MR. SHALABY:
There are some elements that we try and keep uniform, and some elements are tailored to the initiative at hand.

630

MS. DeMARCO:
So there have been differing processes that you've applied?

631

MR. SHALABY:
Yes.

632

MS. DeMARCO:
And approximately, if you can give me a range of time, how long has it taken to stakeholder initiatives?

633

MR. SHALABY:
Again, depends on the issues. For example, some of the issues such as performance measures that we stakeholder at the regulatory committee, we do that over a two‑meeting cycle. So that would be six weeks or eight weeks. The day‑ahead market has been in stakeholdering and hasn't emerged yet, for about two years.

634

MS. DeMARCO:
What opportunities and how do stakeholders provide input to or through those stakeholdering processes?

635

MR. SHALABY:
They're open processes that are transparent and open, and open to all stakeholders to participate. There are a variety of ways of providing input. One of the more common ones is attendance at meetings and submission of written material.

636

MS. DeMARCO:
And that would include the gamut or are there other avenues by which stakeholders would provide input? Attendance at meetings, providing written material, is there any other "how mechanism" how they would provide input?

637

MR. SHALABY:
I'm at a loss. If you don't submit material or don't say something, I don't know how else can you provide input. But maybe ‑‑ I mean, if you consider electronic, web postings or something as another method, that may be another method. I'm not sure what you have in mind as examples of additional instruments of participation.

638

MS. DeMARCO:
I'm asking for your guidance there. You've indicated verbally and in writing. I don't know if there's other mechanisms whereby there would be separate meetings set up or ‑‑

639

MR. SHALABY:
That would be under the category of verbal communication, wouldn't it?

640

MS. DeMARCO:
Could be.

641

MR. SHALABY:
Yeah.

642

MS. DeMARCO:
Could be.

643

MR. SHALABY:
Yeah. If I think of anything else, I'll bring it up but I can't.

644

MS. DeMARCO:
Right. Thank you. And how is that stakeholder input treated or used by the IMO?

645

MR. SHALABY:
The purpose of stakeholdering, as we have it at this time, is providing advice to the IMO, and depending on the issue, that material, whether it's written up or recorded in meetings or exchanged at other forums, formulates a set of inputs to the decisions that the IMO would be taking to its own board of directors.

646

MS. DeMARCO:
How does it formulate?

647

MR. SHALABY:
Changes the proposals that we're making, in some instances. It modifies them in some instances, it does not in other instances. I mean, the range of stakeholder input is all considered. In some instances it results in changes in the recommendations we're making, in some other instances it does not.

648

MS. DeMARCO:
And just in terms of the outcome of the stakeholdering process, can you give me a range or an idea of what level of consensus has been achieved through the IMO stakeholdering processes?

649

MR. SHALABY:
Some topics have achieved a large degree of consensus, some others are quite polarized or divisive or did not achieve consensus. The day‑ahead market is an example of that.

650

MS. DeMARCO:
And has there ever been a stakeholdering initiative that has resulted in full consensus or substantial consensus?

651

MR. SHALABY:
Yes.

652

MS. DeMARCO:
Yes to both?

653

MR. SHALABY:
Yes to both. Yes.

654

MS. DeMARCO:
And approximately what proportion of your stakeholdering processes would result in stakeholders continuing to be divided?

655

MR. SHALABY:
I don't know. I don't have an answer to that off the top of my head.

656

MS. DeMARCO:
Okay. So how does the IMO proceed in market rule development if stakeholders have not reached consensus?

657

MR. SHALABY:
Well, consensus on market rule development is not an essential ingredient in moving forward, substantial consensus is good. Even if there is no consensus, the technical panel would make decisions at the end of the day, it would make recommendations to the board of directors of the IESO, and the board would make its decisions. So consensus is desirable but not a necessary step before moving forward.

658

MS. DeMARCO:
My questions are just pertaining to the process to really understand where we're in the midst of a stakeholdering process and there's no consensus, what's the next step, the step after that? If you could just break it down for me.

659

MR. SHALABY:
I could refer you to the flowcharts, the three‑page flowchart that shows how market rules are developed. That would be the details, the sort of blow‑by‑blow steps of how market rules are developed. I'm not sure I'm capturing the area of question that you have. What happens if there's no consensus on something?

660

MS. DeMARCO:
That's right.

661

MR. SHALABY:
A decision occurs after that.

662

MS. DeMARCO:
By whom?

663

MR. SHALABY:
By the IMO.

664

MS. DeMARCO:
Whom at the IMO?

665

MR. SHALABY:
Staff accountable for whatever the decision is.

666

MS. DeMARCO:
And then?

667

MR. SHALABY:
And then it goes through our board of directors for recommendations to implement.

668

MS. DeMARCO:
Thank you. I don't have any further questions.

669

MR. DAVID M. BROWN:
Okay, thank you. Bronwen?

670

MS. EVANS:
No, I don't have any questions.

671

MR. DAVID M. BROWN:
No Board Staff?

672

MS. KWIK:
I don't have any questions.

673

MR. DAVID M. BROWN:
Julie's not here. Larry?

674

MR. MURPHY:
Yes, I have maybe a bit of a preamble and then a question on the subject of consultation.

675

I found, and I've been involved in several of the IMO's consultation processes, two what I would say are fundamental weaknesses in the processes generally. It depends upon the subject, how serious that is, but one, it's an open process. Everybody's invited to participate, but the reality is that it's a very expensive process, and lots of constituencies just don't have the resources to participate in a long, drawn out affair. So what happens is that you'll get very active participation from groups who stand to benefit quite substantially from the outcome, and very little participation from those whose memberships are dispersed and the impact on whom is distributed relatively small.

676

I'll give you an example of the RAM process that I was involved with, the RAM working group, where it was not unusual for me to sit in a meeting with maybe four, five, six representatives of generators and I was the only load there. Then there would be the occasional OEB person sitting in, someone from Hydro One who was essentially neutral, and maybe an LDC or two. At the end of a meeting they would take a vote, and I would be against, the generators would be in favour, and the conclusion, overwhelmingly, was the group in favour of the decision. I moved to have myself redeclared as being 152 terawatt hours, but they wouldn't go along with that.

677

But you referred to the expression "a large degree of consensus," and very often that expression was used in that particular forum, which I thought was totally inappropriate. So there's a problem with getting effective representation just because of the resource cost to the participants who are resource‑constrained.

678

The second problem I found was that the IMO people tend to not remain neutral for very long. They develop a preference for a particular outcome, and they then become an advocate of that particular outcome. So that there's no one leading the process who is really neutral. And I found that also a deficiency in the process.

679

Can you tell me what procedures are underway to re‑examine the consultation processes that IMO has, and particularly if there's some sensitivity to these problems in the first place, if there's some ‑‑ if there are some measures that are being introduced to improve that process?

680

MR. SHALABY:
There is some sensitivity to these problems, and awareness of them. The process for review is underway, as we speak. Senior employees of the IMO are considering alternatives, options, input feedback, from what we know the stakeholdering experience has been so far, and will undoubtedly go further to consult with people who have had extensive stakeholdering experience with us on alternatives going forward. So the process is underway, and we're examining the options going forward that would incorporate some of the concerns that you spoke of, and others as well.

681

MR. MURPHY:
Is that an open process that will encourage participation from stakeholders?

682

MR. SHALABY:
I don't know that yet. It hasn't gone to that stage. But I suspect it would.

683

MR. MURPHY:
Okay.

684

MR. KERR:
Just as an initial statement, we do share AMPCO's concern with respect to the stakeholdering process, and certainly look forward to discussions or open forums whereby we can seek some reforms to that process.

685

I do have some specific questions in addition. If I could turn your attention to page 61, pre‑filed evidence, appendix 5.

686

"Stakeholder satisfaction is" ‑ and I'm quoting ‑ "based on surveys, customer comments, and other anecdotal evidence."

687

I'm just interested in what the source and the content of that anecdotal evidence is. It's right near the end of the page, at the bottom of the page.

688

MR. SHALABY:
You're asking specifically what the source of anecdotal evidence is?

689

MR. KERR:
Yes.

690

MR. SHALABY:
I guess it means from here and there. I suspect it is experiences other than surveys and other than customer comments. I mean, it's individuals involved with the IMO that would provide comments that would indicate satisfaction or lack of satisfaction with the processes that we're talking about. For example, expressions made by yourself and Larry Murphy a little while ago would be considered anecdotal evidence on customer satisfaction and stakeholder satisfaction.

691

MR. KERR:
Would there be any point in submitting an IR on that to get any, sort of, more quantified list? I realize I'm asking for a quantified list on something that's not necessarily quantified, but to get some indication of where the anecdotal evidence came from.

692

MR. SHALABY:
You're free to submit an IR on that, of course.

693

MR. KERR:
Thank you. Page 12 of the business plan indicates that customer and stakeholder satisfaction is focussed on, among other things, providing effective stakeholdering.

694

Does the IMO have some formal measure of how that effectiveness is determined?

695

MR. SHALABY:
That would be a good subject for an IR as well.

696

MR. KERR:
Thank you. I'll do so.

697

And my last question, I believe Ms. DeMarco asked about the types of activities that have been stakeholdered and the forums in which stakeholdering has been carried out. I'm curious, have there been any formal surveys regarding participants' satisfaction with the IESO's various stakeholdering forums, and I mean this separate from the customer survey that the IESO does annually?

698

MR. SHALABY:
My understanding is, yes, and page 61 that you referred to, the last segment that deals with customer/stakeholder satisfaction has, on the very right‑hand side of the column, the fourth column to the right:

699

"The 2003 Consultation Effectiveness Review recommended improvement."

700

So it indicates there was a consultation effectiveness review. And I think that that was a presentation made at one of the MAG meetings and recommendations ‑‑ that the recommendations emerging out of that had been discussed at one of the MAG meetings and is publicly posted on our website.

701

MR. KERR:
Okay, Amir, that also indicates that changes have already been implemented and initial feedback has been positive. Is there any ability to file what the actual results, whether they be aggregated or whatever means you think would be appropriate, the results of that consultation effectiveness?

702

MR. SHALABY:
I think subject to what counsel is indicating, whether these were provided under conditions of confidentiality or not, subject to that, we can look into it.

703

MR. KERR:
Okay. Thank you.

704

MR. DAVID M. BROWN:
Thank you, Paul.

705

MR. MURPHY:
Could I just follow up with one more question on that subject.

706

On these, you refer to surveys, customer comments, anecdotal evidence, that you use as the raw material for your evaluations. So you're getting this information back on how your consultation procedures are being assessed. Do you interpret that yourself, or do you have a neutral party take a look at that and do an assessment? Because obviously you're going to have an interest in the outcome of the assessment.

707

MR. SHALABY:
On the customer feedback, we have a neutral party. On the stakeholder feedback, I'm not sure. I don't know.

708

An example would be, on feedback, those of you who attend the regulatory advisory committee, you may have been at one or more of the meetings where I ask straight out, How are we doing? Are we using your time well? Are we addressing concerns to your satisfaction? I mean, I ask a very straight question that doesn't need a huge amount of interpretation. I suspect some others would have questions that are straight like that. Some others would have data that does need interpretation.

709

So the answer is, for customer surveys, there is a neutral party; for a stakeholder, I don't know. And we can find out.

710

MR. MURPHY:
Okay.

711

MR. DAVID M. BROWN:
Any other questions on stakeholdering? It's five to 1:00. Should we take a break there and come back?

712

MS. LITT:
Can we canvass the room first for interest on issue 5, rate and fee design, please. Who intends to ask questions on issue 5?

713

MS. GIRVAN:
I think it was mostly Ted.

714

MS. LITT:
I think you're right.

715

MR. HIGGIN:
We have one question on area 5.

716

MS. LITT:
Do you want to deal with that now, then, and then break for lunch?

717

MR. DAVID M. BROWN:
Sure, that's fine.

718

MS. LITT:
Go ahead, please.

719

MR. HIGGIN:
Okay. I have to do a bit of preamble on this one.

720

MR. DAVID M. BROWN:
It's going to be long? Sorry. Go ahead.

721

MR. HIGGIN:
As you would remember, it's not in this year's undertakings and so on, but Amir knows very well the history, that is, we did ask that there should be a look at whether there was a basis for cost allocation. And you did a study which, in a nutshell, you said, really, there isn't any reason to deviate from the standard per‑kilowatt‑hour charge. And that was the ‑‑ as I understand it, there was no real basis to do that; correct? Am I recollecting you did the study?

722

MR. SHALABY:
Yes, you're recollecting essentially a correct summary. It took us many pages to say that in the form that you're saying, but yes.

723

MR. HIGGIN:
Yes. However, my question and line of inquiry is, well, perhaps circumstances have changed, number 1. You're now providing perhaps a different suite of services, and maybe costs could be reviewed from the standard approach of functionalization and allocation of those costs.

724

And very, very specifically, okay, I'm interested in looking at a breakout of costs related to the IESO's role in the administration of the regulated rate plan, okay.

725

And the question is, what will it take, what kind of a study, et cetera, is going to be required to look at functionalizing some of your costs into one or two or three baskets, including one related to RPP?

726

And that's the question, and I can put that in an IR. And I think that now the time has come where we can now say there may be a rationale, and that's my premise. So I'm just giving you a heads‑up ‑‑

727

MR. SHALABY:
Thank you.

728

MR. HIGGIN:
‑‑ that the issue hasn't gone away. It may have come back. Because although we don't know the details of the RPP, there could not be a basis on looking at cost allocation again.

729

MR. SHALABY:
Thank you for the heads‑up.

730

MR. HIGGIN:
Thank you.

731

MR. TUCCI:
Just to supplement that, though, my concern is when you say the RPP, clearly it benefits some customers and there might be a tracking of costs to some. But as soon as you start unbundling things, you're committed to having to review all the things that could be unbundled and tracked, not just picking some that are the most obvious.

732

MR. HIGGIN:
I think, Maurice, if you heard my thing, I said into several baskets.

733

MR. TUCCI:
Yeah, but you didn't say that they should do a full review of everything, make sure that everything that can be allocated can be.

734

MR. HIGGIN:
You can ask your question, but my question ‑‑ I know that you don't agree with the premise of mine necessarily, but I think that if you take a look at the original study and its conclusions, I think you were around like I was under RASC, I think there may be a better basis or rationale to go forward on looking at unbundling. And that's my issue.

735

MR. SHALABY:
If I may interpret the discussion. We tabled an IMO fee unbundling options paper in 2002, October 28th, 2002, and we discussed what makes unbundling a sensible option or a helpful option. One would be to identify costs associated with something, but the other companion to that is whether you're going to charge at cost to a different population than the one you're charging now. So if we find out that the regulated rate plan imposes X amount of dollars on the IMO, but at the end of the day you're going to charge the same customer class for that service, the drive or the reason to pull that out and then charge the same people is much less compelling than if the class of customers is quite different and distinct than the average that is being charged today. The two go hand in hand, as you well know.

736

MR. DAVID M. BROWN:
Anything else on issue 5? Take a break?

737

MS. LITT:
Shall we break and come back at 2 o'clock or 2:15?

738

MS. GIRVAN:
Two.

739

MS. LITT:
Two o'clock.

740

MS. GIRVAN:
It's Friday.

741

MS. LITT:
Thank you.

742

‑‑‑ Recess taken at 1:00 p.m.

743

‑‑‑ On resuming at 2:11 p.m.

744

MS. LITT:
Can we get underway, please. When we left off this morning, we had completed issue 5, and I think we're on to issue 6, Mr. Brown.

745

MR. DAVID M. BROWN:
That's correct. So issue 6 is bench‑marking. There's only one sub‑issue.

746

Rick, any questions on bench‑marking?

747

MR. COATES:
No.

748

MR. DAVID M. BROWN:
Anyone else?

749

MR. TUCCI:
No.

750

MR. DAVID M. BROWN:
No? Roger?

751

MR. HIGGIN:
Well, the question is, how and when are we going to be updated on where things are going on bench‑mark? Perhaps some more detail. And so, do we do that through the IR process, or is there something where you can volunteer to give us a proper update, either through the ERSC, or through this process? I think that's important, that we know, since that other process is not happening ‑ the FERC. I was just discussing it with Ted. So that's really, by way of a request, that we think you should give us an update about where things are going, and what are the new pathways going to be. And finally, whether there's something you could do, or should do, and get together and at least compare with Alberta, is one option, one other possibility.

752

MR. SHALABY:
We can't commit to update you on the processes taking place with the American independent market operators and system operators. As to getting together with Alberta, I think that would be of limited value compared to the larger population of eight other independent system operators. We can certainly do that, and we do that in certain forums, but not to the rigour that would be qualified as bench‑mark.

753

MR. HIGGIN:
Do you think that the confidentiality concerns that have been there to date will be overcome through the FERC process?

754

MR. SHALABY:
To some extent, yes. Once they change the accounting process and what they called FERC‑1 forms submitted by the RTOs and ISOs would be in a new format, then the information is public and arranged in a different format, and I think there would be a lot more value in the cost categories submitted by the RTOs and ISOs into the FERC‑1 forms.

755

MR. HIGGIN:
Is there an actual notice?

756

MR. SHALABY:
There's a notice of inquiry.

757

MR. HIGGIN:
Not rule‑making yet?

758

MR. SHALABY:
Not rule‑making yet, but it's possible that it will lead to that.

759

MR. HIGGIN:
Okay. Thanks.

760

MR. DAVID M. BROWN:
Lisa?

761

MS. DeMARCO:
I have no questions on this issue.

762

MR. DAVID M. BROWN:
Bronwen?

763

MS. EVANS:
No, I don't.

764

MR. DAVID M. BROWN:
David?

765

MR. MacINTOSH:
I have one. I was just wondering what areas of your activities do you see as the most appropriate or beneficial for bench‑marking?

766

MR. SHALABY:
We've taken the general view that learning from other organizations, comparing to other organizations, are distinct activities from bench‑marking. And I know people use the word "bench‑marking" to mean different things.

767

Bench‑marking is found to be, at least in the way we think of it at the IMO/IESO, to be most beneficial in businesses that are ‑‑ numerous organizations carry out the same activities, and they've been at it a long enough time that it's a stable line of business. Some of the commonly‑mentioned activities in that are the costs of customer service, for example, the costs of cutting cheques or accounts receivable or things of that nature, that are routine enough and definable enough and similar enough between organizations.

768

What we found is that Independent Market Operators are all in a very rapid rate of evolution. Their business changes, their activities change. And they're different from one to the other to the other. Circumstances are sufficiently different in New York from Texas, from California, from Alberta, from here, to make what seemingly looks like a similar activity, such as a transmission rights market, or directing the reliability of the operation of a transmission grid seemingly similar. But below the surface it's fundamentally ‑‑ got some fundamental differences.

769

So bench‑marking is unlikely to be implemented in that rigorous way. But comparisons learning, is perhaps the best we can do at this time. And we're content with that at this time.

770

MR. MacINTOSH:
So you see market operators as LDCs see themselves, all unique?

771

MR. SHALABY:
The LDCs themselves make that distinction between each other. And to my knowledge, those who have underground facilities in urban areas operate in a very different environment than those who have above‑ground facilities in rural areas. High‑density. Low density. New facilities. Old facilities. Combined with gas and water, not combined with gas and water. There's enough differences, and Maurice and others can speak to the ease or difficulty in making bench‑marks amongst that population, as well.

772

MR. MacINTOSH:
That was my question. Thank you.

773

MR. DAVID M. BROWN:
Nothing?

774

MS. WONG:
No questions.

775

MR. DAVID M. BROWN:
Judy? No? Larry? Colin?

776

Oh, Julie? Anything on benchmark?

777

MS. GIRVAN:
No.

778

MR. DAVID M. BROWN:
So I guess that's it on bench‑marking.

779

So issue number 7 is performance indicators, IESO performance indicators. Rick?

780

MR. COATES:
I pass.

781

MR. DAVID M. BROWN:
Roger, to you.

782

MR. HIGGIN:
No, I know others are going to ask questions, so I won't.

783

MR. DAVID M. BROWN:
Okay. Lisa?

784

MS. DeMARCO:
No, I have no questions.

785

MR. DAVID M. BROWN:
Bronwen?

786

MS. EVANS:
No questions.

787

MR. MacINTOSH:
No.

788

MS. KWIK:
You will be glad to know I do.

789

MS. GIRVAN:
Can I just ask one quick ‑‑ sorry. In terms of what the issue is, is it specifically performance indicators specified in your evidence?

790

MR. DAVID M. BROWN:
No, my recollection of the issues conference was that some people wanted to visit that issue, but I forget who it was. I don't know whether it was Colin, perhaps, or Adam also said, Well, perhaps there's some indicators that you don't have on your list, that you should consider putting on your list. And so that's my understanding, is what's also encompassed in this issue.

791

MR. KERR:
I agree, David. I think it was left sufficiently broad that you could either question existing indicators or you could propose new indicators.

792

MS. GIRVAN:
Okay, thanks, sorry. Judy?

793

MS. KWIK:
On page 12 of your evidence, you indicate that there are three operational indicators that, currently, you've assessed as being at risk of not meeting their targets. And one of them, described ‑‑ or set out on page 64 of the evidence, is the administrative pricing. If you could, first of all, describe to me what exactly that performance measure is, the administrative pricing, what that is.

794

And then there is an asterisk that points us to a footnote that suggests that there's been a change in methodology for defining the administrative pricing that results in a change in the measure. If you can explain to me, first of all, what this administrative pricing is, and then if you can speak to whether you are thinking of re‑establishing a performance standard, given the change in the methodology.

795

MR. SHALABY:
Administrative pricing is the mechanism that is contrasted to market pricing, or bid prices or market clearance prices. They're something that the market clearance prices, as determined every five minutes, continuously ‑‑ something happens there that it doesn't work out, we go to an administrative price. That's the definition of that in general terms.

796

MS. KWIK:
Thank you.

797

MR. SHALABY:
I do not know what the intent is about the different performance measures or the amendment to market rules that made the definition of duration and occurrence frequency different. So that could be subject to an IR, if you wish to know more about that. I don't have any knowledge on that.

798

MS. KWIK:
Actually, the response may be the same to the other two performance indicators that are at risk right now, one of them being the dispatch in scheduling instructions, and the other one's the day‑ahead/hourly demand forecasts.

799

MR. SHALABY:
The day‑ahead/hourly demand bias is an observation that the day‑ahead demand was in error, but that error is not symmetric, meaning the number of times it's above forecast is not, roughly, equal to the number of hours that it's below forecast. And that is the issue here, that the measure should be a random error rather than a systemical biased error.

800

MS. KWIK:
It says the problem with actually establishing a target for it.

801

MR. SHALABY:
The target is that it doesn't have bias, that it should be free of bias, something along those lines.

802

MS. KWIK:
And why is there a risk of not being able to meet the standard?

803

MR. SHALABY:
It seems that the error in that parameter continues to exhibit bias one way and not the other.

804

MS. KWIK:
Is there a way of correcting that? You mean you still have the same targets that you're keeping for this indicator. So what do you do to be able to improve on performance?

805

MR. SHALABY:
We can take that as an IR as well, what we're doing in that measure and what we're doing to improve it's performance. We can take that as an IR under consideration.

806

MS. KWIK:
And there was one more indicator.

807

MR. SHALABY:
The third is dispatch and scheduling instructions. And that is to do with the correctness and the accuracy of dispatch and scheduling instructions to market participants.

808

MS. KWIK:
And I'll address through an interrogatory the risks associated with that indicator.

809

MR. SHALABY:
We can describe those as well.

810

MS. KWIK:
Okay. Thank you. That's all.

811

MR. DAVID M. BROWN:
Colin?

812

MR. ANDERSON:
We have an interest in this issue, but probably the questions that we'll be posing would be better suited so interrogatories. So just by ‑‑ in terms of a heads‑up, just to let you know that we will be submitting some interrogatories on some specific performance metric issues.

813

MR. DAVID M. BROWN:
Okay. Fair enough. The next issue, then, is issue number 8, the memorandum of understanding regarding the IESO's legal authority. You can ask questions, but as I sort of heard the Board, they viewed this more as a legal answer. So I think if you ask a question, the response you're going to get is: You're welcome to put it in an IR and the appropriate legal response will be crafted and given in response to the IR. Not to cut anyone off, but I think as a practical matter that's probably where we stand on that.

814

Having said that, does anyone want to ‑‑ okay. I tried.

815

MR. HIGGIN:
You can't keep us ‑‑ yeah, I'd just like to understand better your views on two things. One is the process regarding, I think it's Section 166 of the Electricity Act on enacting regulations, and then the other one was specifically to the Board's suggestion, I think it was, that you inquire whether such a regulation is in motion. And could you provide any information on those two things, please.

816

MR. DAVID M. BROWN:
Well, on the first one, you're quite right, one of the transitional sections in Bill 100 which amended the Electricity Act, does allow the Lieutenant Governor in Council, I believe, to make a regulation regarding services and other things, I think the phrase was, or something to that effect, as between the IESO and the OPA. I forget chapter and verse, but I think that would provide a regulatory means by which to cover the set‑up of the $15 million one‑time‑only account.

817

With respect to your second question, I think we can advise that, after the Board's decision came out on Monday, the IESO did communicate with the Ministry of Energy, advised them of the arguments before the Board, and the Board's ruling on that issue, and specifically pointed out that there was a suggestion by the Board that consideration be given to a regulation. That's been brought to the Ministry's attention, and to date I don't think there's been any response from the Ministry as to whether they plan to go down that route or not, but immediately after the ‑‑ well, after the ruling of the Board on Monday, that information was communicated by the IESO to the Ministry.

818

MR. HIGGIN:
So this issue could go off the table by the time we get to hear it?

819

MR. DAVID M. BROWN:
Well, I'm assuming that if a regulation is passed, then there's a good chance of that happening ‑‑

820

MR. HIGGIN:
Well, or it's in motion on the other hand.

821

MR. DAVID M. BROWN:
Or it's in motion.

822

MR. HIGGIN:
Thank you.

823

MR. DAVID M. BROWN:
Any other questions on issue 8?

824

Okay. Well, that leaves us with the last issue, then, the one that was formulated in yesterday's Procedural Order No. 3, the Market Evolution Program and 2005 expenditure and revenue requirement. Yes, Julie?

825

MS. GIRVAN:
It's not clear to me, and I just want to step back, about how we landed on this wording. I guess this is the Board's wording. But from what I understand is that initially you were asked to provide an undertaking, and that may have been sufficient for the Board, and then subsequent to that you've sent out your letter saying you can't make that undertaking. So it's not clear to me what elements of the Market Evolution Program are, sort of, within the scope of, you know, discovery, in this proceeding, versus, is this the question? Just simply about threshold? So maybe you could provide some clarity or someone could ‑‑

826

MS. DeMARCO:
Actually, I had a very related question, and one that's just phrased a bit different. So if I could ask it and maybe you can answer Julie and I at the same time.

827

Specifically, before we get started on questions on this issue, in light of Procedural Order No. 3 and the revised Issues List, what in the IMO's or the IESO's view is appropriately within the scope of this issue?

828

MR. DAVID M. BROWN:
Well, my first response is a somewhat flippant one, but there is some substance to it. That is to say, we can't really anticipate what questions you want to ask until you ask the questions. We don't know what's in the minds of the intervenors, save in very general terms. So a detailed answer to that question really would require the questions to be asked and the IRs to be filed.

829

As I understand the procedural order that came out, and this is just based on what the Board decided, what will be looked at ‑‑ well, is what is in this proceeding, that is, the 2005 revenue requirement and expenditure proposals. There are components in that related to the Market Evolution Plan which have been identified in the business plan and the appendixes to the business plan. So that's, sort of, the factual matrix of what is it that the IESO is proposing to do in 2005 in the Market Evolution Program. You would find that in the business plan. So those would be, I guess, programs in respect of which relevancy would be determined.

830

In terms of what one can ask ‑‑

831

MS. GIRVAN:
Sorry. Step back, what do you mean, "relevancy will be determined"?

832

MR. DAVID M. BROWN:
Well, that's what I'm getting to, Julie, now. In terms of the threshold, the first question of the Board, as I read it, is should there be a recommendation that those expenditures ‑ I'm putting it in the 2005 context ‑ that the 2005 expenditures should not be made in beyond threshold amount, pending completion of the market rule amendment process. So I think one would have to take a look at what is proposed for 2005, and the whole process surrounding that, and then take those facts into account as well as the proposed costs that relate to those, and make argument as to whether or not there should be a recommendation of a threshold. So that would be Part A of the question.

833

And Part B would be, I suppose, at the same time, those who are advocating a threshold would advocate a dollar amount. That dollar amount might be specifics simply to the 2005 proceeding. Or I suppose one could get into a larger issue, a more macro issue as to whether some more global figure should be put in that would have application in 2005 and beyond. But I think that's a scoping of evidence that would have to determine ‑‑ that would have to come out through the questions or through the interrogatories.

834

MS. DeMARCO:
If I might just follow up. Do you see a substantive difference between the issue as framed on the disputed Issues List and the issue as framed in the procedural order?

835

MR. DAVID M. BROWN:
Yes, and this is just one person's opinion, although it's certainly the opinion on behalf of the IESO. The reason I say that, Lisa, is that in the recital language to Procedural Order No. 3, in the last paragraph, the fourth paragraph, the Board used language that: "The first contested issue was whether the Board has jurisdiction under Section 19 to review the merits of the components of the Market Evolution Plan."

836

They went on to say: "The Board has also found that the merits of the Market Evolution Plan can be effectively reviewed in accordance with the market rule amendment review process under 33 and 34, on condition that there be an undertaking."

837

We then come to the actual issue that is framed, and I guess the way I read it is that the issue of merits is one that is not central to issue number 9. What is central to issue number 9 is, given what the IMO is proposing to do in 2005, should a recommendation be made about a threshold in terms of the approval process and the timing of spending?

838

So that's one person's interpretation of the procedural order. I have no idea of whether that was in the mind of the Board or what‑not. And I think what we're left with, as applicant and as intervenors, is simply the language of Procedural Order No. 3 and the issues. So, to a certain extent, we may have to work our way through various questions on a question‑by‑question basis, in terms of discussion about relevancy.

839

My take is that Procedural Order No. 3 frames things in a slightly different way than the way matters were left at the end of the day on Monday, after the Board's ruling. And directionally, I see a narrowing of the scope of what is relevant for this proceeding, as you would expect me to see. That's my take on that.

840

MS. GIRVAN:
I agree with you. It's just ‑‑ maybe Board Staff can help us out.

841

MS. LITT:
The decision and the procedural order are meant to speak for themselves.

842

MS. GIRVAN:
Pardon?

843

MS. LITT:
The decision and the procedural order are meant to speak for themselves.

844

MR. DAVID M. BROWN:
Tell you what I'll do, I'll do an update to my book and come out with a definitive interpretation.

845

MS. DeMARCO:
Why don't you let me help, David.

846

MR. DAVID M. BROWN:
Anyway, that's my take on the interpretation.

847

MS. LITT:
At this time, as we're here for a technical conference, can we start with some questions, perhaps, and ‑‑

848

MS. GIRVAN:
See if we get shot down.

849

MS. LITT:
‑‑ maybe through this we'll garner what needs to be dealt with.

850

MR. DAVID M. BROWN:
It's not a matter of getting shot down today. I think the way I would advise your client is proceedings is, you know, ask your questions. If we seem to be getting into iffy territory, I would recommend that you reduce it to a written interrogatory, and then we'll have an opportunity to spend a bit of time considering the written interrogatory.

851

MS. DeMARCO:
Can I start, David, in somewhat ‑‑ I don't know if anybody else has questions. Can I start in reverse order? What, in the IMO's view, would be a reasonable threshold?

852

MR. DAVID M. BROWN:
I think the letter that I wrote to the Board's secretary yesterday indicated that the IMO was not in favour of any threshold.

853

MS. DeMARCO:
I don't know if that has fully answered the question in terms of ‑‑

854

MR. DAVID M. BROWN:
Well, you asked what amount would be a reasonable threshold. The answer is, no amount would be a reasonable threshold.

855

MS. DeMARCO:
What amount would be a workable threshold?

856

MR. DAVID M. BROWN:
The IESO will be advocating at the hearing that the Board not recommend that a threshold be set, for reasons, I mean. There will obviously be, you know, an explanation relating to the planning process in respect of any element of the Market Evolution Program; the financial planning and costing related to that; the various people within the IMO ‑ the technical panel, the board of directors, that review proposals, scope proposals; and that within that whole framework there already is a substantial discipline brought in.

857

That's sort of the quick answer. But the bottom line is zero threshold.

858

MS. DeMARCO:
And if I can just continue, then. Can we look at some of the specific larger initiatives that have arisen in the context of the MEP? Can you give me a feel ‑‑ I know that you've got broken out in appendix 4 on page 59 specific costs associated with the capital projects. But in light of the Board's procedural order, can you give me some idea of what the total expenditures would be, for example, associated with the multi‑interval optimization project before it reached the stage of any further review?

859

MR. RATTRAY:
Lisa, would you repeat your question? It's very hard to hear you.

860

MS. DeMARCO:
I wonder if you can give me an idea of the total expenditures, not just the capital project expenditures, associated with some of the major initiatives that would fall within the rubric of the Market Evolution Program? So we can start first with the DAM, in terms of the total expenditures associated with DAM, prior to the point where it would undergo a section 33 review.

861

MR. DAVID M. BROWN:
Lisa, that information just isn't at hand in this room today. I think it's best if you ask an interrogatory on that.

862

MS. DeMARCO:
I wonder, if instead writing another interrogatory at this point, I wonder if the record could reflect that that is an interrogatory, as we've done earlier today?

863

MR. DAVID M. BROWN:
Could you repeat it for me, then?

864

MS. LITT:
It will be on the transcript.

865

MS. DeMARCO:
To the extent that it's ‑‑

866

MR. DAVID M. BROWN:
You want actual costs today, capital and OM&A, in respect of the Market Evolution Program items that are enumerated on page 34?

867

MS. DeMARCO:
I'll rephrase it in a interrogatory, if that's okay.

868

And, in fact, I guess the next series of questions are more appropriately phrased in the context of a interrogatory, then.

869

MR. DAVID M. BROWN:
Roger, did you have any questions?

870

MR. HIGGIN:
Yeah, I'd just like to understand, in very general terms, take ‑‑ let's take one that's on the table now, like the resource adequacy market. The process that goes through and the costs relative to each phase, as I might call it, of the process, that would be helpful to understand. Because, for example, if we wish to argue that, rather like FERC or other regulators, that there should be some sort of notice of proposed rule as opposed to notice of rule, then that would mean a two‑stage process, for example.

871

So I'm just trying to understand ‑‑ it would help me to understand the process, should we consider that being an appropriate way to deal with this matter. Is that helpful?

872

MR. SHALABY:
It's helpful, thank you.

873

MR. HIGGIN:
Okay. Do you want to speak to it, or should I ask you in an interrogatory?

874

MR. SHALABY:
Just ask it ‑‑ I think this is an intermediate concept of a product that we don't have right now, something called notice of rule ‑‑

875

MR. HIGGIN:
Yes.

876

MR. SHALABY:
‑‑ or something like it ‑‑

877

MR. HIGGIN:
So I'm trying to understand the phases or the stages of development of a rule.

878

MR. SHALABY:
Correct. Correct. I understand your question. We don't have a product like that right now, but it's an option worth investigating and looking into.

879

MR. HIGGIN:
Thank you.

880

MR. DAVID M. BROWN:
Anything else, Lisa?

881

MS. DeMARCO:
Just one follow‑up. In a number of instances on a number of issues today, we've agreed to defer the question per se to the appropriate context of an interrogatory. I'm assuming, then, that there won't be any objections to the issue not having been asked at the technical conference in response to such interrogatories?

882

MR. DAVID M. BROWN:
Oh, heavens, no. You weren't under any obligation to ask all of your questions today.

883

Bronwen?

884

MS. EVANS:
No, I don't have any questions.

885

MR. DAVID M. BROWN:
David, no? Board Staff? Hearing staff? No?

886

MR. FRASER:
I do, just a couple to clarify. Perhaps you've answered these earlier today.

887

So for 2005, on capital for the day‑ahead market, the number is now zero; that's what you submitted. And O&M will be 600,000, I think that's what you submitted, .6 million. And then on RAM, you'll be spending ‑‑ you've got 400,000 of capital set aside ‑‑

888

MS. LITT:
Excuse me, Mr. Fraser, if you could speak directly into the microphone please.

889

MR. FRASER:
Sorry. On DAM capital, it's zero for this year. And O&M is 600,000 related to the day‑ahead market. Resource adequacy market, you're aiming to spend $400,000 this year on capital, and zero attributed to O&M. That's what I thought I heard earlier today. I just wanted to confirm that that was the case.

890

MR. LEONARD:
I guess, taking them in order. In terms of the day‑ahead market, I guess I would reference you to the additional filing of January 12th, of that 6‑page document. It's Exhibit B, tab 1, schedule 2, page 5 of 6. And in regards to operating costs for the day‑ahead market, you're correct that there are $600,000 within the 2005 revenue requirements right now. That $600,000 was contemplated and estimated in the context of moving forward with the full implementation of a day‑ahead market along with the capital associated with it. And those budgeted costs related to such matters as stakeholdering, market design and rules, and education and training.

891

Given the change to now start, based on direction from our board of directors, the IESO board of directors, we're now going to undertake a review of alternatives with the expectation that that cost will be in excess of $600,000.

892

MR. FRASER:
Right.

893

MR. LEONARD:
And I believe Colin asked a question earlier, would we file additional evidence when a number becomes better known? And the answer is yes.

894

MR. FRASER:
Okay. All right, and on resource adequacy market, was my understanding correct?

895

MR. LEONARD:
Essentially, it's the same situation with RAM. Right now there is zero in terms of operating costs in the budget, with the expectation that there would be some level of minor operating spending related to the resource adequacy market initiatives.

896

MR. FRASER:
And is the $400,000 that's referenced here money that's going to be spent in advance of a market rule being finalized, or is that money anticipated to be spent after? How much of that is anticipated to be spent after a market rule is to be finalized during this year? I just want to know where that money is being spent. How much is to get the rule ready and how much is to actually start implementing the rule or ruling?

897

MR. LEONARD:
The expectation would be that it would be spent after the rule is approved, but I think that's better served in an interrogatory because I don't want to provide an inaccurate response.

898

MR. FRASER:
Okay. And my reading again of the evidence suggests that you could have it ready ‑‑ it's ready as soon as second quarter this year, but it doesn't imply that necessarily you would go ahead at that time. Am I, again, interpreting correctly?

899

MR. SHALABY:
You are.

900

MR. FRASER:
Thanks.

901

MS. DeMARCO:
I have no questions.

902

MR. DAVID M. BROWN:
Julie? Colin?

903

MR. ANDERSON:
No.

904

MR. DAVID M. BROWN:
Okay, well, if there are any questions left on anything that we can try and help you out with? I guess that brings us to the end of the technical conference.

905

MS. LITT:
So as a reminder to everybody, the interrogatories are to be filed Wednesday, the 19th. We need them in the Board Secretary's hand by, I think it's 4:30 according to the procedural order. Thank you very much for attending.

906

MS. GIRVAN:
Sorry, I have one more question, Kathy. In terms of potential scheduling beyond the 19th, is there any indication when we might know?

907

MS. LITT:
I have a take‑away for Monday morning to sit down and try to spec out the next steps.

908

MS. GIRVAN:
All right. Thank you. The sooner the better.

909

MS. LITT:
I understand. Thank you, everyone.

910

MR. DAVID M. BROWN:
Thank you.

911

‑‑‑ Whereupon the hearing adjourned at 2:46 p.m.

