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Dear Ms Walli:

Re: Welland Hydro-Electric System Corp.
2010 Incentive Rate Mechanism Application IRM3)
Board File No. EB-2009-0252

Please find attached two (2) copies of responses to Ontario Energy Board staff
interrogatories regarding Welland Hydro-Electric System Corp.’s 2010 Incentive Rate
Mechanism Application (EB-2009-0252).

An electronic copy containing all documents has been filed using the OEB’s E-filing
services.

Yours very truly,
Wayne Armstrong
Director of Finance

warmstrong@wellandhydro.com
905-732-1381 Ext 234




Welland-Hydro Electric System Corp.
Responses to Board Staff Interrogatories

2010 IRM3 Electricity Distribution Rates
Welland Hydro-Electric System Corp. (“Welland”)
EB-2009-0252

1. Ref: 2010 IRM Deferral Variance Account 1588 -Power

The 2008 ending balances reported in the 2010 IRM Deferral Variance Account
workform prepared by Welland shows the split for account 1588 — Power and Global
Adjustment. On October 15, 2009 the Board issued “Regulatory Audit and
Accounting Bulletin 200901” which clarified the accounting rules for reporting the
1558 — Global Adjustment sub-account.

Account Description Account Number  Total Claim
RSVA - Power (Excluding Global Adjustment) 1588 L (270,904)
RSVA - Power (Global Adjustment Sub-account) 326,955

a) Has Welland reviewed the Regulatory Audit & Accounting Bulletin 200901
dated October 15, 2009, and ensured that it has accounted for its account
1588 and sub-account Global Adjustment in accordance with this Bulletin®?

Response:

Welland has reviewed the above Regulatory Audit & Accounting Bulletin.
Welland has accounted properly between the 1588 Power and 1588 Global
adjustment variance. Welland was not accounting properly for the monthly
adjustment between revenue or cost of power (was only adjusting revenue).
In addition, regulatory interest expense had been taken against interest
income. However, these are just presentation issues which do not reflect in
the balances of the variance accounts. Welland has made the proper entries
to revenue and cost of power as well as interest income versus interest
expense for 2009,

b} Has Welland made adjustments subsequent to filing the 2010 IRM3
application and need to re-file an updated 2010 IRM Deferral Variance
Account work form?

Response:

Welland has not made any adjusting entries which would require a re-file of
the 2010 IRM Deferral Variance Account with the exception of converting to
Version #4. However, Welland needs to point out that the variance in the
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1588 Power and Global Adjustment accounts as at December 31, 2008
contain estimates. These accounts are adjusted (Form 1598) to actual once
final billings to customers have taken place. As Welland bills on a bi-monthly
basis, the true up process takes about six months. As a result, Welland trued
up the 1588 amounts for July, 2008 to December 2008 in 2009. The effect of
true ups to this time period resulted in the following entries:

DR 1588 Cost of Power ~ $191,051
CR 1588 Global Adj ($137,771)
CR A/P IESO ($53,280)

In addition to the 1598 true up, account 1588 variances are subject to
estimates contained in Unbilled Revenue. The installation of smart meters
will provide better information for unbilled revenue and reduce the amount of
adjustments required in the future.

Ref: 2010 IRM Deferral Variance Account 1588 — Global Adjustment

On November 13, 2009 Board Staff prepared a submission in the Enersource EB-
2009-0193 2010 IRM3 Application. The following is an excerpt from the submission
in respect to Board staff concerns with the current proposal for handling the
disposition of the USoA 1588 — Global Adjustment.

The EDDVAR Report as well as the Board’s Decision in EB-2009-0113
adopted an alfocation of the GA sub-account balance based on kWh for non
RPP customers by rate class. Traditionally this allocation would then be
combined with all other allocated variance account balances by rate class.
The combined balance by rate class would then be divided by the volumetric
billing determinants (kWh or kW) from the most recent audited year end or
Board approved forecast, if available. This process hence spreads the
recovery or refund of allocated account balances to all customers in the
affected rate class.

This method was factored on two premises; a) that the recovery/refund of a
variance unique to a subset of customers within a rate class would not be
unfair to the rate class as a whole and b) that the distributors’ billing systems
would not be able to bill a subset of customers within a rate class, without
placing a significant burden to the distributor.

For these reason the Board's original Deferral Variance Account workform
was modeled on this basis. However based on Enersource’s evidence, there
could be material unfaimess to RPP customers within the affected rate
classes.
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Therefore Board staff suggests that a separate rate rider be established to
clear the GA sub-account balance to Non-RPP customers within rate classes.

What remains unclear to Board staff is whether Enersource’s billing system
could accommodate that change within a reasonable timeframe.”

Board staff would like to poll Welland on the above issue.

a) Board staff is proposing that a separate disposition rate rider be applied
prospectively to Non-RPP customers for 1588 — Global Adjustment. Does
Welland agree that this proposal would be fair to all customers? Why or why
not?

Response:

The Provincial Benefit charge is set on a monthly basis. The RPP rates are set
every six months. Welland Hydro’s Customer Service Representatives spend a
significant amount of time explaining to Residential Retailer customers what the
Provincial Benefit charge is for and why it has increased so significantly over
time. These customers are advised that the RPP rates include an amount for the
Provincial Benefit. However, as the RPP rates are only set twice per year it is
unclear if the Provincial Benefit portion is based on a retrospective or prospective
basis and whether any true up occurs.

Welland Hydro did not clear the 1588-Global Adjustment as part of the 2009 Rate
Application. As a result, this balance represents the variance since the inception
of the Global Adjustment charge. As a result, it would be unfair to charge these
variances to customers who have recently switched from RPP to Non-RPP.

Billing determinants for GS>50kW, Large Use, Sentinel Lights, and Street Lights
are based on kW. For customers with a high demand there are significant
variations in the correlation between kW and kWh which is used to bill the
Provincial Benefit charge. A plant operating on a one shift basis at a 5,000 kW
peak demand would pay the same global adjustment rate rider as a plant
operating on a three shift basis at the same peak demand yet consuming far
more kWh. Perhaps a more appropriate basis to apply the 1588-Global
Adjustment rate rider to Non-RPP customers would be on kWh which reflects the
basis on how the variance was created.

Below is information from Welland’s Deferral and Variance module contained in
Schedute E1.2 Cost Allocation Non-RPP kWh.
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Rate Class 1588 Global Adjustment % of kwwh Non RPP
Residential $ 37,240 15.5%
GS<50kw 11,467 14.4%
GS>50kW 199,393 86.2%
Large Use 71,652 100.0%
Un-metered 8 5%
Sentinel Lighting 401 25.4%
Street Lighting 6,795 100.0%

$326,955

As can be seen from the above table, the majority of the 1588 Global Adjustment
has already been allocated to customer classes with the highest percentage of
Non-RPP to total kWh. In the case of Welland Hydro, there doesn’t appear to be
any material unfairess to RPP customers within the affected rate classes.

As a result of the above table and the complex issues identified above, Welland
Hydro respectively recommends against the use of a specific rate rider to
dispose of the Global Adjustment variance account to Non-RPP customers.

b) If the Board were to order Welland to provide such a rate rider, would
Welland's billing system be capable of billing non-RPP the separate rate
rider? What complications, if any, would Welland see with this rate rider?

Response:

Welland Hydro’s billing system can handle such a rate rider but there are
questions in regards to its use. The first question is would this rate rider be a
separate line item on the bill or included with distribution charges? The use of a
separate line item would lead to significant questions from Residential Retailer
customers. The second point would be to ensure that the billing system used
billing determinants before line losses. The current Provincial Benefit charge is
based on amounts after line losses.

c) If Welland were to be unable to bill in this fashion what would Welland
consider proposing in the alternative?

Response:

Welland Hydro's current billing system can handie the proposed rate rider.
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Ref: 2010 IRM Deferral Variance Billing Determinants

Below are the billing determinants identified on Sheet "B1.3 Rate Class and Bill Det”
of the workform.

Billed Cusfomers
Rate Class or Connections Billed kWh Billed kW
A B C

Residential 19818 166999701
General Service Less Than 50 kW 1717 55348528
General Service 50 to 4,999 kW 171 160782066 440796
Large Use 1 49804199 169553
Unmetered Scattered Load 208 1072774
Sentinel Lighting 721 1098311 2592
Street Lighting 6677 4722781 13262

a) Please identify if these values are from the Welland 2009 Cost of Service
Application or 2008 RRR reported values.

Response:

The above customer counts and volumes are from Welland’'s 2009 Cost of
Service Rate Application EB-2008-0247.

b) If the above are from the 2009 CoS application please provide reference to
location in the application.

Response:

Please reference Exhibit A in the Draft Rate Orders filed by Welland on July 16,
2009, July 17, 2009 (Revision #1), and July 27, 2009 (Revision #2). The values
included above are contained in the 2009 Test Year Cost of Power-Board
Decision section of Exhibit A.

c) Ifthe above are from the 2008 RRR reported values, please explain why
Welland has not used the 2009 CoS values.

Response:

The values above reflect the 2009 Cost of Service Rate Application.
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4, Ref: 2010 IRM Deferral Variance Billing Determinants

Below are the Billed kWh for Non-RPP customers identified on Sheet “B1.3 Rate
Class And Bill Det” of the workform.

Billed kWh for Non-

Rate Class RPP customers
D

Residential 25884954
General Service Less Than 50 kW 7970188
General Service 50 to 4,998 kKW 138594141
Large Use 49804199
Unmetered Scattered Load 5364
Sentinel Lighting 278971
Street Lighting 4722781

a) Please identify if these are estimated values or actual values and specify the
applicable period.

Response:

The values above are estimated.

b) If the above values are estimated please explain why Welland is unable to
determine actual.

Response:

As per the response to question 3a) above, the Rate Class Billing Determinants
are based on customer counts and volumes approved by the Board in EB-2008-
0247 which are estimates. During 2009 Welland lost a large user and had
material changes between customer classes. As a result, the Board concluded
that for the disposal of variances to December 31, 2007 it was more appropriate
to use the forecasted volumes. Welland has proposed to dispose of the 2008
variances in the same manner versus the use of the actual 2008 RRR values,
As a result, Welland Hydro has estimated the Non RPP kilowatt hours based on
the actual percentage billed from July to August 2009. These actual percentages
were then applied to the 2009 Cost of Service estimated volumes by customer
class.
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c) As discussed in question 2 above Board staff have proposed a non-RPP
customer rate rider for disposition of the 1588 — Global adjustment. If
accepted would Welland support using the numbers above as the most
reasonable denominator to be used for rate determination.

Response:

Welland Hydro supports the use of the volumes in the table above as the most
reasonable denominator to be used should the Board adapt a non-RPP customer
rate rider for the disposition of 1588-Global Adjustment. However, Welland
Hydro again questions the use of kW versus kWh to apply the rate rider.

d) If Welland were to establish a separate rate rider to dispose of the balance of
the 1588 — Global adjustment sub-account, does Welland believe that the
rider be applied to customers in the MUSH sector? If not, would Welland
have the billing capability to exclude customers in the MUSH sector if a
separate rate rider were to apply for the disposition of the 1588 — Global
adjustment sub-account?

Response:

Welland Hydro did not dispose of 1588-Global Adjustment in the 2009 Cost of
Service Application. As a result, the amount in this account as of December 31,
2008 covers the variance since the inception of the Global Adjustment. During
this period, the MUSH sector was billed as RPP customers. So in theory, they
should not be charged a rate rider for the disposition of these amounts.

Welland Hydro’s current billing system has the capability to exclude MUSH
sector customers from the proposed separate rate rider to dispose of 1588
Global Adjustment balances.
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Ref: 2010 IRM Deferral Variance Total Claim

Below are the Total Claim values for the EDDVAR Group One Deferral Accounts.

Regulatory Assets - Continuity Schedule Final

i Account Total
Account Descripfion Number Claim
LV Variance Account 1550 e
RSVA - Wholesale Market Service Charge 1580 (284,818)
RSVA - Retail Transmission Network Charge 1584 | (241,443)
RSVA - Retail Transmission Connection Charge 1586 11(134,976) -
RSVA - Power (Excluding Global Adjustment) 1588 (270,904
RSVA - Power (Global Adjustment Sub-account) 11328,955
Recovery of Regulatory Asset Balances 1590 28135
Disposition and recovery of Regulatory Balances Account 1595
Total - (577,051).

a) Please complete the amended Deferral Variance Account Workform V4 as

found on the Board’s website under the 2010 Electricity Distribution Rates
update December 7, 2009. Note that Board staff can assist in converting your
most recent model (either the one filed with your application or @ more recent
version if available). Please contact your case manager to assist you if need
be.

Response:

Deferral Variance Account Work Form V4 re-filed (copy attached). The new
version compares balances in the model to RRR reported values for 2005 to
2008. Welland Hydro used RRR E2.1.7 for comparison purposes for all
years. An explanation of differences for each year is included in Appendix B
Pages 1 to 4 attached. All of the accounts for 2005 reported in the module
are different from RRR values as the entries clearing RSVA balances were
not made until 2006. In addition, Welland has differences in the 1590 account
as a result of booking actual recoveries versus amounts included in the 2006
EDR. A further explanation of 1590 is included in the response to 5¢).
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Tab C1.4a Regulatory Assets Continuity Schedule 2009 has been added in
Version 4. Welland used Column 3 to show the transfer of amounts approved
in the 2009 Cost of Service Application EB-2008-0247. Column 4 was used
to input the beginning balance as of January 1, 2009. The ending balance as
of September 30, 2009 consists of 2008 variances requested for disposition
and year to date 2009 variances.

Please confirm if these are the final balances for disposition. If not the final
balances please provide amended workform to support final balances for
disposition.

Response:

Confirmed

Please recongcile final balance for disposition to the 2008 year end account
balance reported in the RRR filing. Please identify the source and reasons for
variances.

Response:

The RRR balances at the end of December, 2008 include variances from
January, 2005 to December, 2008. The 2009 Rate Application disposes of
variances as at December 31, 2007. These amounts are still in the RRR
balances reported as at December 31, 2008. Welland Hydro can confirm that
the RRR balances reported for accounts 1580, 1584, 1586, and 1588 are
correct to the amounts included in this rate application. Welland Hydro
separated out the 2008 variances in Table 3 on Schedule 2 Page 7 in the
application.

The amount requested for 1590 disposition does not match the RRR
balances reported as at December 31, 2008. The RRR balance reported at
the end of December 2008 was $16,418 DR. Welland Hydro adjusted this
balance down in 2009 to $6,357 DR (in the customers favour) to properly
reflect carrying charges. However, as noted on Page 8 of Schedule 2 in the
application, Welland Hydro has been recording recoveries at actual where
they should have been based on the amounts approved by the Board in the
2006 EDR. Welland Hydro completed the 2010 Deferral & Variance module
based on recoveries and interest included in the 2006 EDR up to May 1,
2006. Recoveries from May, 2006 until the rate riders were removed in 2008
were recorded at actual in the model. Welland Hydro provided an analysis of
the differences between the 2010 IRM Deferral & Variance Module and the
current actual general ledger on Schedule 2 Page 8 of the application. There
is a small difference in the interest on the principle between the mode! and
actual. Interest in the model is based on the principle using 2006 EDR
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recoveries. Actual recoveries were greater than the 2006 EDR which reduces
the principle for which actual interest was calculated.

Please confirm that Welland has complied with and applied correctly the
Boards accounting policy and procedures for calculation of the final
disposition balance. If Welland has used other practices in the calculation
please explain where in the filing and why.

Response:

Confirmed

Please confirm that Welland has used the simple interest calculation as
required by the Board using the Boards prescribed interest rates. if Welland
has used other calculations please explain where in the filing and why.

Response:

Confirmed

Please confirm that Welland has complied with the requirement to apply
recoveries to principal first as outlined in the 2006 Regulatory Assets
Transactions document issued September 4, 2009 (included in the Updated
IRM Deferral and Variance Account Work Form zip file). If Welland has not
complied with this requirement please explain why not?

Response:
Confirmed

Ref: Manager’s Summary Page 6 Smart Meter Rate Adder.

Welland has applied for an increased Smart Meter Rate Adder from $.27 to $1.81
per metered customer per month.

a)

Section 1.4 of Board Guideline G-2008-0002, Smart Meter Funding and Cost
Recovery, specifies further filing requirements for distributors seeking the
standard $1.00 or more smart meter funding adder. In accordance with
section 1.4, please provide documentation supporting that Welland is duly
authorized to deploy smart meters pursuant to O.Reg. 427/06, as amended
on June 25, 2008 by O.Reg. 235/08. A copy of an “Attestation of the Fairness
Commissioner” would be consistent with this filing requirement.

Response:
See Exhibit A attached
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7. Ref: Supplemental Module - Revenue Offsets Allocation

Sheet “C1.2 Revenue Offsets Allocation” of the supplemental module shows
Informational Filing Revenue Offsets

Informational Filing
Rate Class Revenue Offsets

A

‘Street Lighting S e S ,'-"-11.'8'.‘63,:1';5:5

G ag1 BRAC

a) Please provide reference to the 2009 Cost of Service application that
identifies the above Informational Filing Revenue Offsets.

Response:

Please reference Exhibit H in the Draft Rate Orders filed by Welland on July 16,
2009, July 17, 2009 (Revision #1), and July 27, 2009 (Revision #2). The values
included above are contained in the column titled Miscellaneous Revenue
Allocation 2009.
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HST Interrogatory
8. Harmonized Sales Tax

It is possible that the PST and GST may be harmonized effective July 1, 2010.
Unlike the GST, the PST is included as an OM&A expense and is also included in
capital expenditures. If the GST and PST are harmonized, corporations would see a
reduction in OM&A expenses and capital expenditures.

In the event that PST and GST are harmonized effective July 1, 2010:

a) Would Welland agree to capture in a variance account the reductions in
OM&A and capital expenditures?

Response:
i) Capital Expenditures

The amount of depreciation expense included in 2009 Distribution Rates is an
estimate based on forecasted capital expenditures for 2008 and 2009. In fact,
only 50% of estimated depreciation expenses for 2009 (half year rule) is included
in current rates. For capital expenditures, the implementation of the HST effective
July 1, 2010 has no bearing on Welland Hydro's distribution rates as 2010 was
not the forward test year included in rates. The difference between actual capital
expenditures versus actual depreciation from 2010 to 2013 will impact Welland
Hydro’s Rate Base and will be included in the determination of rebased
distribution rates in 2013.

iy Expenditures

The use of a variance account to capture reductions in OM&A expenses as a
result of the implementation of the HST would present many challenges for
Welland Hydro and other distributors. The first challenge is the increase in the
level of input required by Accounts Payable personnel. The entry for an
expenditure of $100 would be as follows under HST:

Entry #1

DR OM& A Expense  $100
DR HST Receivable $13
CR A/P ($113)
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The use of a variance account would require the following entry:

Entry #2

DR OM & A Expense $108
DR HST Receivable $13
CR Variance Account ($8)
CR A/P ($113)

In addition, the implementation of the HST provides for certain exemptions where
sales exceed $10,000,000 annually. As a result of these exemptions, expenses
such as hydro which are not currently subject to PST would actually increase
distributor's costs. Would this result in the following entry for a $100 hydro bill?

Entry #3

DR OM & A Expense  $100
DR HST Receivable $5
DR Variance Account $8
CR A/P ($113)

The use of a variance account would result in significant administrative work until
May, 2013 for Welland Hydro and would be subject to human error. In addition,
during the next rebasing application, Welland Hydro would be required to explain
the impact of the tax effect from OM&A accounts for 2010 and 2011 (which would
include the PST portion) when comparing to the 2012 forecast year and 2013
forward test year (which would exclude the PST portion) unless the following
entry is made for every accounts payable invoice (excluding capital expenditures)
from July 2010 to April 2013:

Entry #4

DR OM & A Expense $100
DR HST Receivable $13
DR HST Expense Control Account $8
CR Variance Account ($8)
CR A/P ($113)

This would only increase administrative work and increase the exposure to
human error. Again, capital expenditure invoices would not contribute to the
variance account causing further confusion for Accounts Payable staff.

During the IRM rate setting process the Board typically does not make
adjustments to rates as a result of changes in distributors OM & A and
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depreciation expenses. Distributors have the option of requesting a Z Factor
change but would be subject to a materiality test. Welland Hydro is of the
opinion that the estimated savings resulting from the HST would not pass the
materiality test. In addition, the savings from the HST might not necessarily be
limited to the PST pass thru. The goal of the HST is to remove the hidden PST
from the supply chain until the final customer. As a result, Welland Hydro will be
contacting vendors regarding any price reductions in the base cost of supplies as
a result of the HST. Welland Hydro requires these reductions to assist in
meeting the stretch factors contained in the IRM process.

Reductions in Income Taxes do form part of the IRM rate setting process. These
savings are split equally between the distributor and customers. Should the
Board decide to create a variance account for savings as a result of the HST the
savings should be split in the same manner as Income Taxes to cover additional
administrative work. However, this would only increase the complexity of Entry
#4 above.

b) Are there other alternatives that the Board might consider to reflect the
reductions in OM&A and capital expenditures if this bill is enacted?

Response:

The Board could begin removing estimated PST savings from Cost of Service
Rate Applications.
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' PRP International, Inc.
| Fairness Advisory Ser'-vices

June 30, 2009

Mt. Ross Peever

* President and CEO .
Welland Hydro Electric System Corporation
‘950 East Main Street, Box 280

Welland, ON L3B 5P6

Dear Mr. Peever:

Subject: Confirmation of the Fairness Cormmissioner.
Welland Hydro Electric System Corporation.
— KT1/Sensus Limited Contract Award
Advanced Metering. Infrastructure RFP, August 2007 -
London Hydro & Consortium of LDCs Smartmetering Project

PRP International, Iric. is pleased to submit its Corifirmirig Letter of the Fairness
Commissioner for the noted négotiations and contracting phase of the LH AMI
Request for Proposal {RFP) procurement. This judgment is being provided forn the
information and ‘use of Welland Hydro. Electric System. Corporation (“WHESC }, in
its administration of the contract awarded to its #1 ranked Proponent, KTI/Sensus

Limited.

‘It is the judgment of PRP International, Inc., as the Fairness Commissionef eng;_tged
by WHESC for the phase of negotiations and contract award pursuant tg the Fairness
Protocols issued August 2008, that the successful conclusion of negotiations and

contract between Welland Hydro Electric System Corporation and KT1/Sensus _
Limited, were undertaken in accordance with the principle for such negotiations and

contract award set out in the RFP, issued August 14, 2007.”

A backgrounder and summary of the Fairness Protocols is attached and forms part

of this Confirming Letter.

Yours truly,

Peter Sorensen
President

tactiment: Negotiations-and Coniract Phose Bacsgrounder -+
203 - 8 Queen Street, Summerside, PEL CIN 0A6
Direct telephone: 902.436.3930 Fax: 604-677-5409
| Email: fairness@telus.net .
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BACKGROUNDER TO FAIRNESS CONFIRMATION / ATT ESTATION =

~ Advanced Metering Infrastructure Procurement

' TO WHOM IT MAY CONCERN:
‘Ba.ckground:

¢ A Request for Proposal'procuremeﬂt-transaction was conducted by
London Hydro Inc., as the lead sponsaring Local Distribution. Company
(LDC) and with a consortia of anothet 63 LDCs, during the period August

2007 to July, 2008; - : S

o The evaluation and selection phase of the RFP provided for the

- determination of the #1 and #2 ranked Proponents for each LDC;

'« RFP Provision 7.5.141 provides the framework (principie) for negotiations
and contracting based on the principle of “first right to negotiation and
execution of a contract” being accorded to the ranked order of
Proponents commencing with the highest ranked Proponent and

proceeding in'a consecutive order thereafter; and

'« Each LDC was provided the evaluation results for their #1 and #2 ranked
Proponénts supported by the Attéstation Letter of the Fairness _
Commissioner as to - those rankings. ' :

Fairness Coverage Objective:

Normally, fairness coverage terminates with the determination of the ranked
Proponents following the evaluation and selection phase of the RFP; however,
certain LDCs expressed a wish to secure additional fairness coverage during the
subsequent phase of negotiations and contract award. The objective for this’
second phase fairness coverage is to assure that LDCs undertook a phase of
negotiations and contracting that meets the RFP provisions of consecutive
negotiations where required, e.g. with their top two ranked Proponents and in
the event of unsuccessful negotiations with the #1 ranked Proponent, a
subsequent contract award to the next ranked Proponent would be on an
equitable basis as was the requirements in the negotiations with the #1 ranked
Proponent.

o
ELh
H
b

Final Contract Negotations

Any conditions and provisions that a bidder seeks shall be a part of this pr';:posal_
Netwithstanding, nothing herein shall he saterpreted to prohibit L‘o‘gdo_n Hydro fzem
introduging or modifying contract tepns and conditions during negotiation of the final
contract.

London Hydro has scheduled no more than fwo weeks for confract negotations _{if
necessary), and expects the successul Uidder & maintaia 2 prompt and responsive
negotiation to accomplizh and comptlete final contract agreement within that tie
period. If contract negotations exceed an interval dcceptable 10 London Hydre.
London Hydro retaing the option 10 tetmiftate negotiations and continue to the next
apqmrém successful hidder, af the sole discretion of London Hydro. Said ierval

shiall in nio event be less than three weeks.

PRP International, Inc. 1of2

Welland Hydro Electric System Corporation
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dvanced Metering Infrastructure Procurement

Fairness Protocols:

*

.A Fairness Protocol:was developed and issued to all LDCs, in August
2008 that set forth the best practices for fair consc_:cutive—base_d
negotiations and contract awdrd. .

o The fundamental principle of the Protocol was the requirement for
the LDC to establish the negotiations agenda for their top rankgd
Proponents and submit a copy to the Fairness Comt iissioner prior -
to engagement of their #1.ranked Proponent, ie. the agenda_would _

' dernonstrate a common statement of work, a LDC standard for - :
pass/failin their negotiations and the negotiation issues would
“only differ to.the extent of the respective Proponent’s technical
‘solution.-being offered. o S :

Form of Fairness Con-firmétionl /| Attestation?:

A confirmation of fair negotiations and contract award would be issued if

“the LDC’s #1 ranked Proponent was-awarded a contract; the original

* Attestation Letter remains in effect.

2.

‘An Attestation of fair negotiations and contract award would be issued if

the LDC determined that their #1 Proponent was to be set aside and the
LDC successfully contracted with their next ranked Proponent, €.8. their

#2: the original Attestation Letter 1s thus superseded by the Negotiations
and Contract Award Attestation Letter.

Local D_istribution Company:

Welland Hydro Electric System Corporation

Mr. Ross Peever

President and CEO

Welland Hydro Electric System Corporation
950 East Main Street, Box 280

Welland, ON L3B 5P6

2 Conditions on the rendering of this Confirmation / Attestation.

The two Negotiations Agenda were provided by WHESC, via its agent Util4ASSist;
Fairness Commissioner undertook no direct participation or oversight in the negotiations
between WHESC and their #1 ranked Proponent; s '

The successful contract award was based on the WHESC criteria and no independent
analysis nor any caomparison with the evaluation results of the REP process was carried
out by the Fairness Commissioner; and

The confirmation of the Fairness Commissioner was based on the progress report(s)
provided by WHESC, via its agent Util-Assist. '

2 of 2

PRP International, Inc.

Welland Hydro Electric System Corporation
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Welland Hydro-Electric System Corp.
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2006 Regulatory Asset Recovery Proportionate Share

Rate Class

Residential

GS < 50 KW

GS > 50 Non TOU
GS > 50 TOU
Intermediate

Large Users

Small Scattered Load
Sentinel Lighting
Street Lighting

Total

B1.2 2006 Reg Ass Prop Shr

Total Claim % Total Claim

5%

~T100.0%

2. Rate Riders Calculation
Row 29
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