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Tuesday, January 26, 2010


--- Upon commencing at 9:28 a.m.


MR. RITCHIE:  Good morning, everyone.  My name is Keith Ritchie.  I am with Board Staff, a project advisor in the applications and regulatory audit branch of the Board.


I am joined by Birgit Armstrong, who is an analyst in the rates group.  We have Donna Campbell, who is Board Staff's legal counsel, and Ted Antonopoulos, who is manager of one of the electricity rates groups.


We are sitting today in terms of a technical conference on Chatham-Kent Hydro's 2010 cost of service application service.  We are sitting today and potentially sitting tomorrow, depending on how we proceed through today.


The technical conference is being transcribed.  And both today and tomorrow we are starting from 9:30.  We will probably be going through to about, I would say, 4:30 on each day, again, as we need to.


The technical conference is being transcribed, and we are on air for anyone that might want to listen in.


The purpose of a technical conference is really to afford the applicant, Board Staff and the other registered parties to have a discussion, I guess, of what has been put on the record, and to try and seek to correct, clarify and complete the record.


The idea here is to get additional information that will sort of assist everyone going into the scheduled settlement conference, which is scheduled for February 4th and 5th, and, again -- and to the oral hearing, if it goes that way, which is scheduled for mid February.


Ms. Campbell, do you have anything further you wanted to add at this time?


MS. CAMPBELL:  Nothing.


MR. RITCHIE:  Okay.  I guess probably first thing we should do is take appearances of the parties.  So I guess first I will start with the applicant, Chatham-Kent Hydro.

Appearances:


MR. VELLONE:  Sure.  Is this working?  John Vellone.  I am counsel to Chatham-Kent.  I am joined today by Bruce Bacon, rates consultant for Chatham-Kent, and I will actually let the panellists introduce themselves.  

CHATHAM-KENT HYDRO - PANEL 1


Dan Charron


Dave Kenney


Jim Hogan


Chris Cowell


MR. CHARRON:  I'm Dan Charron.


MR. VELLONE:  Dan, what is your position?


MR. CHARRON:  Director of engineering.


MR. KENNEY:  Dave Kenney, president of Chatham-Kent Hydro.


MR. HOGAN:  Jim Hogan, president and chief executive officer, Chatham-Kent Energy.


MR. COWELL:  Chris Cowell, chief financial and regulatory officer of Chatham-Kent Energy.


MR. VELLONE:  Just so we know who is in the room with us today, I will let the folks in the back here from Chatham-Kent also introduce themselves. 


MR. GOODWIN:  Mike Goodwin, Chatham-Kent Hydro. 


MR. MATESIC:  Tomo Matesic, Chatham-Kent Energy.


MS. DECAIRE:  Cheryl Decaire, Chatham-Kent Utility Services.


MS. WHARRAM:  Nicole Wharram, Chatham-Kent Utility Services.


MR. RITCHIE:  Okay.


MR. AIKEN:  Randy Aiken, consultant for Energy Probe.


DR. WIGHTMAN:  James Wightman for VECC.


MR. RITCHIE:  Thank you, everyone.


Are there any preliminary matters?

Preliminary Matters: 


MR. VELLONE:  I am having problems with my mic.  Can you hear me?


I may have to move to a different spot if this continues to be a problem today.


Just a couple of preliminary matters.  Chatham-Kent would like to do a short introductory statement, but before we move to that, Chatham-Kent has filed written responses to the questions received from VECC and from Energy Probe.  Can we just have those marked as exhibits?


MR. RITCHIE:  Yes.  Do we have copies of those?


MS. ARMSTRONG:  Yes, we do.


MS. CAMPBELL:  Can I suggest that we label them with something that indicates it came from the technical conference, so TC1 and TC2?  So can I suggest TC1 becomes the -- TC1 becomes responses to second round Energy Probe -- oh, sorry, interrogatories, and TC2 becomes responses to second round VECC interrogatories.

EXHIBIT NO. TC1:  Responses to second round Energy Probe interrogatories.

EXHIBIT NO. TC2:  Responses to second round VECC interrogatories.


MR. RITCHIE:  Thank you.


MR. VELLONE:  So I will let Chatham-Kent now do its brief introductory statement, if that is okay.


MR. RITCHIE:  Do either of you have any preliminary matters?


MR. AIKEN:  No.


DR. WIGHTMAN:  No.

Presentation by Mr. Hogan:


MR. HOGAN:  Thank you.  I just wanted to give a little introduction of Chatham-Kent Hydro.  Chatham-Kent Hydro is a mid-sized local distribution company.  We are in southwestern Ontario.


I would like to describe where we're at.  We're in between London and Windsor.
Our service territory, the map of our service territory, it is in the evidence.  We serve 11 urban communities, and they were part of the amalgamation of the Municipality of Chatham-Kent back in 1999.


We also serve the Bloomfield business park.  This business park is south of the 401 at Bloomfield Road.  Therefore, we serve 12 non-contiguous areas that are spread out throughout the 2,400 square kilometres of the Municipality of Chatham-Kent.


Chatham-Kent Hydro's organizational chart is provided in the evidence, and today with you -- many of the individuals that hold those various positions on that chart are here today to walk you through our evidence and our application.


We also have in there our corporate entity structure which is provided in the evidence, and it identifies all of the relationships between Chatham-Kent Hydro and the various affiliates.


Chatham-Kent Hydro has 32,053 customers, and we provided that in the VECC IR No. 12.  28,477 customers are residential.


The actual number of customers that we have at November 2009 are actually fewer customers than we had in the evidence.  We have 26 fewer customers and 97 fewer residential customers, so the economy has impacted us significantly.


Items that we are seeking before the Board:  Approval of a revenue requirement of $15.8 million, which is a revenue deficiency of $1.8 million.


This revenue requirement is using a return of equity of 8.01 percent, which will be updated in February or March for the deemed return on equity to be approved by the Board.


Approval of the revised distribution rates for the period May 1, 2010 to April 30, 2011, approval of a change in the loss factor from 1.047 to 1.0443, which is a lower loss factor; approval to the revised transmission network service rates, as well as the retail transmission connection rates.


Looking for approval to recover an amount for the last revenue adjustment and shared savings mechanism for various programs that Chatham-Kent Hydro had provided to the customers; approval to dispose of various deferral account balances.  These balances are at December 31, 2008, and then we have added the carrying costs up to April 30th, 2010.


The recovery period for -- the proposed recovery period for the deferral balance is one year.


Approval of a proposed smart meter disposition rider, smart meter adder, a smart meter permanent rate for the installation of the residential and small general service meters; approval of proposed low voltage distribution rate.


The capital expenditures that Chatham-Kent foresees in next year are necessary for us to provide a safe and reliable distribution system for our customers.


As such, CK Hydro continues to make capital expenditures each year.  The details of the capital expenditures historically, in the last few years, is provided in Schools Interrogatory No. 2.  The average total capital expenditures from 2006 to 2009 was $5.2 million.


The proposed 2010 is $5.5 million, which is about 0.3 million dollars more than the average of the past four years.  


High level, what some of the increases are due to, a large bucket truck is required to be replaced.  Remote customer disconnect switches are being proposed.  These will leverage our smart meter solution and will be used throughout the service territory.  Additional upgrades are required for our main office building, the back lot which requires repaving and a secure storage building which is required for all of our equipment and trucks.  This will also provide additional safety and security at our property.  


The build energy.  Build energy is provided in the evidence since 2005 the build energy has been decreasing significantly and particularly in late 2008 and early 2009.  The economic slowdown has significantly impacted the commercial industrial sectors and the build energy decreases are also correlated to the fewer number of customers.  


Operation maintenance and administration costs.  In the past CK Hydro has been ranked extremely high in the Board's cost comparator analysis and the benchmarking studies.  The Pacific and Economic Group, so the PEG report, have prepared reports for the Board and has classified CK Hydro in group 1 for the lowest stretch factor.  The benchmark evaluation of the distribution group 1 is statistically superior on economic benchmarking model and in the top quartiles of the unit cost benchmarking model.  


The operation and maintenance administration expenses have increased by $1.6 million from 2006 actual to the 2010 test year, we have provided that response in School Energy Coalition's Interrogatory No. 3.  


A few highlights.  Salary inflation since that period has been about $50,000.  The general inflation, $242,000.  


New staff that CK Hydro is proposing to hire which is about $300,000 to the O&M and these staff requirements, many of them relate to succession planning as it does take three, four, five years in order to have employees go through an apprenticeship program and our workforce is aging.  


CK Hydro will be implementing monthly billing, and that is about $142,000 and through the challenge of the economy, in the last four, five years we are also finding that our bad debt expense is increasing and therefore we are proposing an additional $96,000.  


Administration costs are increasing due to additional finance and regulatory staff.  We require a new financial system along with some upgrades for information technology and, in particular, network security with all of the data management that we are doing and with smart meters and that type of information.  We need to upgrade our system in order to protect the system.  


CK Hydro is using the deemed capital structure that is approved by the Board, that short-term debt of 4 percent, long-term debt 56 and the equity of 40 percent.  


CK Hydro's proposing which is the same as many other LDCs in this application is that the deemed equity rate will be updated based upon the final approval of the Board's rates for equity.  


Right now we know the latest Board's report says that return on equity is 9.75 percent.  However right now in our rate application we have a placeholder of 8.01 percent.  


The total cost of capital is 7.52 percent that we have in our application.  


The revenue requirement, as I mentioned, was $15.8 million and the deficiency being 1.8.  High level as to where we come up with $15.8 million?  Operating expenses including the depreciation is 10.6.  The deemed interest expense, 2.4.  PILs, $1 million and then the utility net income of 1.8 for a total of 15.8.  


The bill impacts for our customers were updated in the Board Staff Interrogatory No. 52.  And we are finding for the residential class it is a small decrease of 0.2 percent or 19 cents per month and the small general service class, those are the ones that are less than 50 kW demand, it is a small increase of 1.7 percent or $3.80.  


CK Hydro strives to be one of the best LDCs in Ontario.  We are strong supporters of the LDC cost comparators and have been regarded as a low cost LDC not only in our cohort but also in the province.  The PEG report described CK Hydro's operating results as superior.  CK Hydro has responded with enthusiasm to many changes that have occurred during the restructuring of the Ontario electricity industry and in promoting a conservation culture in Ontario.  


An example of CK Hydro's commitment is that CK Hydro is one of the first LDCs to fully deploy smart meters to the residential customers.  In selecting the smart meter solution, CK Hydro considered the cost to the customers and the opportunities in leveraging the system for future synergies.  CK Hydro has also considered the environment in selecting the smart meter solution by being able to retrofit 50 percent of the meter population thereby keeping the meters in the distribution system rather than sending those meters to the landfills.  That's just one example of what we do and we work hard every day to do that.  


The rate application before the Board and the proposed rates derived from it will provide CK Hydro with the operating costs and capital expenditures to ensure a safe and reliable distribution system.  


Those are my opening comments.  Thank you.  


MR. RITCHIE:  Thank you.  I guess in terms of further matters, both per Procedural Order No. 3 it basically asks parties to provide questions to CK Hydro in advance of the technical conference.  Again, on behalf of, per the letter from Board Staff, I apologize.  Board Staff only got ours out yesterday, but I think that we will use these more as a guide to help us through the technical conference and then we do acknowledge that Energy Probe and VECC sent their questions out last week and just with the two Exhibits TC1 and TC2 Chatham-Kent Hydro has basically provided responses.  Obviously just getting them now, we have not had opportunity to read them.  


It might be worthwhile for Chatham-Kent to maybe just talk a bit about some of the points or, if other parties want to.  I will probably just at this point say, from Board Staff's perspective we have also, we put out a large number of questions yesterday.  We have been looking at the questions and looking at the application over time.  


We think in terms of being able to make the best use of today, there probably are certain key subject areas that we would certainly like to get some further explanation and clarification on and probably some key questions that we would sort of see as being important to us and, again, the intervenors might also have certain questions that are important to them.  


So I would maybe -- it might be, I think maybe first off, useful I think if Chatham-Kent actually just maybe briefly talked about what it has sort of provided in the exhibits and, again, we will see if there are questions that arise out of that.  


MR. VELLONE:  I think we can do that.  Yes.  


MR. HOGAN:  Sure.  


What I have in front of me is the TC1.  So the secondary responses to Energy Probe.  If we can just kind of start there.  


The first one there question 67 was asking questions regarding the forecasted depreciation or accumulated depreciation for the year as well as the 2009 expected capital additions.  


The one interrogatory that we provided previously had $3.9 million of depreciation for the year.  The question was, what was it at November?  And we actually gave the full year number there.  


So it did look like we were going to be greater than $3.9 million.  This question here or our answer here does clarify that what we actually provided in that first interrogatory was the accumulated depreciation, depreciation expense for the year rather than just 11 months.  So therefore the variance between what was forecasted and what we will actually have for depreciation expense or accumulated depreciation for the year is minimal.  It is only about a $35,000 difference.  


Then the other item it asks about the -- where we are going to be at at the end of the year for the capital additions.  


In our latest update preparing for a year end audit, we will be $4.1 million capital additions in 2009 and we forecasted $4.2 million.


So on page 3 of the TC1, it provides a chart there which helps guide the few of the variances for the current year.  So I guess end result is our forecast for 2009, whether it is capital additions or the depreciation expense, is going to be very close to what we are doing on an actual basis.


In 68, it was asking about some of our capital programs and some of the connection costs.  In part (a), it was very specific as the new residential connections.  And there, the average costs per connection in 2009 and 2010 was higher than the average in the past.


From our budgeting perspective, when we look at new residential, there is two components.  There is new residential, as well as the detached residential.  So when we're budgeting and we're working out every year, it is those combined residential capital programs that we budget.


And the details sometimes, because you never really know what the developers are doing, you know, you do a little more residential, a little more detached.  So when you look, at in the answer in part (a), the bottom part on page 4, and you are looking at the average of the two residential capital programs, you know, you have 2007 was $3,045.  2010 our forecast is 2,658.  You know, it is in that range of $2,500 to $3,000 that we do spend capital on all of our residential construction, whether it is the new, you know, individual or the detached residential.


So we believe our numbers are in line, when you look at the total work that we put on in the residential capital program.


Then the part (b) is about the -- similar, but where our costs are in the general service --


MR. BACON:  We just want a process check at this point, okay?


MR. VELLONE:  Is everyone finding this helpful, this approach?  I guess the alternative is to allow Energy Probe and VECC to kind of sit back, reflect, read the answers.  I am just checking to see if everyone is finding this helpful from a process perspective.


MR. AIKEN:  I think it would speed up the process.


I can look at these responses -- I have been -- and maybe get back to you after the break if I have any questions on some of the responses.


I do have a couple of questions on two or three of them that I could ask now, and I think that would speed up the process and that would be fine with me.


MR. RITCHIE:  I think it may be -- I think also, too, in terms of where I was asking, this was more in terms of a general overview in terms of what had been provided, because, again, we had not had a lot of time to go through the material.


The other area, too, is that again Board Staff did pose their questions.  We do have a list.  Again, I guess I will call it almost a shopping list, but it is probably one that will engage the other -- the intervenors, as well as Board Staff and the utility.


MR. VELLONE:  Absolutely.  I think that we should give Randy a chance to ask his questions, give everyone an opportunity to reflect on this understanding.  It is the first time you have seen it, and if you do have follow-up questions, the panel is available to answer them.


I am just thinking in terms of timing.


MR. RITCHIE:  Sure.  Yes.


MR. AIKEN:  The first question I have is on question 74.  I am just trying to track some of the numbers in this very small-print table.


The specific question, down at the bottom you have the final load adjustment, customers closed 2008, for example.  You've got an average usage of 89,466,749.  And my question is:  Where do I find that in those numbers above? 


Just to let you know, where my confusion is coming from is in the larger table above where you have the 13 customers labelled as "customers closed".  Over in the third last column I see an average of 88,190,393.


Then I am having the same issues with the two sub-groups for the customer slowdowns.  Customers 14 through 16, and 17(a) through (c), matching that with the average use in the bottom part of that calculation.


MR. HOGAN:  Okay.  The customers closed, as you mentioned on the bottom there, 89,466, it was to tie into the 88,190 and it doesn't.  So we recognize that something doesn't add there.  But the 24 -- 2,420,000, that does tie into the next section, the difference, 2420.


MR. AIKEN:  Okay.


MR. HOGAN:  Then the 2559, that does tie into the next one.


MR. AIKEN:  Okay.


MR. HOGAN:  So the 88,190 was supposed to match the 89,466.  I am not sure at this point which is the right number.  We would have to check our formula.


MR. VELLONE:  We can take an undertaking to file a corrected table, if you want?


MR. AIKEN:  Yes.  I would appreciate that.


MR. RITCHIE:  Okay.  That will be, I guess, undertaking -- I guess what, JTC1.


MS. CAMPBELL:  Why don't you just call it TCU, which is technical conference undertaking 1?


MR. RITCHIE:  I will certainly listen to my legal counsel.

UNDERTAKING NO. TCU1:  To File amended table in answer to Energy Probe's question 74.


MS. CAMPBELL:  Trying for logic here, folks.  Hard to come by sometimes, but we strive for.  Let's make sure we have the undertaking correctly, and that is to file an amended table in answer to question 74, Energy Probe's question 74.


MR. AIKEN:  Then just before I move off question 74, I am going to add two questions that I should have added on the response to Energy Probe 33 that this refers to.


The first of those is in the original question 33.  Part (c) of the question asked for the re-estimation of the regression equation shown on page 11 of Exhibit 3 using historical kilowatt-hour data that had the estimated purchases associated with the consumption of the customers shown in table 3-11 removed.


And I believe -- I believe Chatham-Kent has done that, but in the response they provided essentially this table that is provided and not the regression statistics from that new equation, so I am wondering if I could have that filed.


MR. BACON:  Just to be clear, everybody understand what regression statistics are?


MR. AIKEN:  The coefficients of the R squared, the F value, all of the stuff you show in your evidence.


MR. BACON:  And the T statistics, right?


MR. AIKEN:  And the T statistics, yes.


MS. CAMPBELL:  Randy, could you restate the question, please, so we can take it down?  It will be TCU2.


MR. AIKEN:  To provide a complete response to Energy Probe 33, part (c), including the regression statistics, coefficients, T stats for the equation estimated.

UNDERTAKING NO. TCU2:  To provide complete response to Energy Probe 33(c), including regression statistics, coefficients, T stats for the equation estimated.


MR. AIKEN:  Then the second part is in part (d) of the response to Energy Probe 33.  There is a table provided that shows the actual, predicted and the percent difference.


What I didn't notice until this morning is that the actual numbers look like they are the same actual numbers, total purchases, and what they should be compared to, because of this equation, is the actuals less those customers removed from historical data.


So I would like an undertaking to have the table in question 33, numbered part d, updated or corrected so that the actual reflects the actual data used in the regression analysis.  


MR. BACON:  I just want to make sure that Chatham, you are okay, everybody understands what is being questioned?  Thanks.  


MS. CAMPBELL:  That would be TCU3.  

UNDERTAKING NO. TCU3:  TO PROVIDE UPDATE OR CORRECTION TO TABLE IN QUESTION 33 PART D SO THAT THE ACTUAL REFLECTS THE ACTUAL DATA USED IN THE REGRESSION ANALYSIS


MR. AIKEN:  Then I think my only other question on the responses you have provided -- yeah.  It is on Energy Probe 76 where there is no answer provided.  


MR. HOGAN:  I'm sorry, I didn't -- we are working on that.  We will provide that in the next couple of days.  


MR. AIKEN:  Okay.  Thank you.  Those are all of my questions.  


MS. CAMPBELL:  Just to make it clear, let's make the undertaking to answer Energy Probe No. 76, TCU4.    

UNDERTAKING NO. TCU4:  TO ANSWER ENERGY PROBE QUESTION NUMBER 76.  


MR. RITCHIE:  Dr. Wightman, or Mr. MacIntosh, do  you -- Dr. Wightman, do you wish to have some questions?

Questions by Dr. Wightman:


DR. WIGHTMAN:  Yes, thank you.  Thank you.  Thank you, Keith.  


I would just like to ask a clarification.  I guess I numbered them starting from 1.  If we would have called them IRs.  Sorry about that.  So what is called VECC question 2 and it is about what happens to revenues from disposals.  And it is on page 4 of 22.  You show revenue received on disposal.  


These net revenues, to whose credit do they go?  They are booked in a deferral account.  I am assuming they go to the ratepayers' credit?  


MR. HOGAN:  They have been booked in "other revenue" and we do have some dollars in there in 2010 that would be a reduction to the revenue requirement.  


DR. WIGHTMAN:  And that's the way they have always been treated; correct?  


MR. HOGAN:  Yes.  


DR. WIGHTMAN:  Thank you.  That's the only thing that has jumped out at me.  


MR. RITCHIE:  Okay.  Probably, I guess, again, in terms of efficiency, what I will I guess take you through is Board Staff's issues and some of the key questions.  So for this, we will refer to the questions that Board Staff sent out yesterday.  

Questions by Board Staff:


MR. RITCHIE:  I will first say that there probably are about five or six key themes that we are looking at.  I will list those right now just to assist everyone.  


First off is the cost of capital and, in particular, the long-term debt.  


Next one would be load forecasting.  


A third area is dealing with cost allocation and rate design.  I think the two of those are fairly intimately linked because of the models and in the proposals in this application.  


Deferral in variance accounts.  LRAM and SSM.  And corporate cost allocation.  


And the last area would be depreciation.  


Now I guess what I will try to do is go through each of those in turn and what I would like to do is talk about sort of like, I guess sort of the key questions that Board Staff have sort of posed on that and maybe see if we can engage in a discussion to help get some further information on the record on this.  That may sort of help in terms of responding to these or even not necessitate any sort of undertaking or further written response on these, if that is fine.  


I will probably, I guess, hit the one that is probably close to some of my area, is the cost of capital and the long-term debt.  


Board Staff have posed a question, a fairly long one and it is question number 84.  


I am not going to read the question into the record.  I think the question is, in its submitted form, on the record.  


Where we are looking at this one was in terms of the responses to the Board Staff interrogatories 34 and -- 33 and 34 and also to the, all parties are aware that the Board, on December 11th, did issue its new report of the Board on the cost of capital for Ontario's regulated entities.  And that, per the Board's report, will guide cost of capital in 2010 rate applications, including this one before the Board.  


I guess first off we were looking at, in the one interrogatory, we asked for a copy of the existing note between Chatham-Kent and the municipality.  


What we noted was that the note was signed and dated on November 1st, 2009.  So again this is sort of a renewed, a new debt.  So, one, we were wanting to see if we could get copies of the existing.  And I know that in the application Chatham-Kent has also proposed that the updated, deemed long-term debt rate would apply for both the existing debt with the municipality and also for the new debt that has been forecasted for late 2009 and for 2010.  


In the new cost of capital report, again, the Board has basically signalled that the deemed long-term debt rate really should just be almost a last resort and the onus is on the utility to demonstrate sort of the appropriateness of the rates that it is applying for.  


So, first, again, it is a long question, but just see if there is any sort of insight that the utility wants to make at this time or if it wants to defer to a written response.  


MR. HOGAN:  Yes, I can answer -- help a little bit to start off.  


What we have input in our original response to question 33 was a note dated November 1, 2009.  That is the original note.  The municipality and CK Hydro, or CK Energy when they first incorporated, there is a transfer by-law that set up a note payable of $23.5 million but administratively a formal note was never written.  


Our auditors have always said the note is there and what the interest rate is, the working relationship that we have had with the municipality.  It was the rate that we had in our rates.  And everything that is in that note is how we have been operating and just the -- I guess the final administration of that note, being written down on paper never did happen.


So that note there is -- through this process, you know, we did realize we had to file it, and we started looking for it and realized we did not have one.  But there is the legal obligation, through the transfer by-law, setting up the $23.5 million debt.  So there is no other note that I could provide to you.


MS. CAMPBELL:  Could I just a clarifying question?


MR. HOGAN:  Sure.


MS. CAMPBELL:  Are you saying there was a written copy?  It was in writing at one point in time, it was formalized, and the copy can't be located, or that it was just never reduced to paper in the form of a note, but the transfer by-law was there and so it was considered to be appropriate?


MR. HOGAN:  Your second comment I believe is correct.  The transfer by-law does say there is a note of $23.5 million, but it was never transferred into the paper.


MS. CAMPBELL:  Okay.  As a result of questions by Board Staff, it got transferred into a paper form; am I correct?


MR. HOGAN:  That's right.


MS. CAMPBELL:  And that's why it is dated November 1st, 2009?


MR. HOGAN:  That's right.


MS. CAMPBELL:  Okay.  All right.


So question 84(b), when we asked why was the debt arrangement replaced by the note, your answer would cause me to understand that the reason that the note exists is because it didn't exist before.  So there is no change to the debt arrangement?  The debt arrangement has always been like this.  It is just there is now a note that exists that reflects that; am I correct?


MR. HOGAN:  That's correct.


MS. CAMPBELL:  Okay, thank you.


MR. RITCHIE:  I guess as a follow-up on that, when you were going about formalizing this note, was there any consideration of the Board's cost of capital guidelines as they existed, say, in October/November with regards to what the rate should be or the idea that this sort of thing should be, I guess, at an arm's length?


MR. HOGAN:  No.  What was considered and what was written down was how we operated for the last six or seven years.  It is how we understood the relationship with the Municipality of Chatham-Kent and what the note was.


We did not -- we were just formalizing on paper what should have what should have happened through amalgamation or through the incorporation.


So the understanding of the working relationship and the operation that we had with them is that it was going to be what was deemed to be by the rates with the OEB.


MR. RITCHIE:  Okay.  That is helpful.


MR. HOGAN:  And if I may, I believe the second part of the question - and I think it is in (c) here - it is making some references back to the Board's report, the cost of capital report.


We're still working on and looking through that report and trying to bring forward some information on that.  So at this point we are unable to provide any additional information comparing to the current report.


MR. RITCHIE:  Okay.  I certainly appreciate that and...


MS. CAMPBELL:  Can I clarify, then?  As a result of the answer that you have just given to -- I guess it is 84(c), am I correct, then, the questions that are dot (i) and (ii) on page 7 that flow out of that, that you are unable to provide us with responses, because you are still considering the capital report, is that correct, because if you can answer those questions now, obviously it would be helpful?


But if what you are saying is, no, you can't, you would prefer a bit of time, that would be helpful, also.


MR. HOGAN:  Yes.  We require a little bit of time.


MS. CAMPBELL:  All right.  So to those questions that form part of 84 (c) at the top of page 7, those will be provided in writing?


MR. HOGAN:  Yes.


MS. CAMPBELL:  Thank you.


MR. RITCHIE:  Okay.  I guess do any of the other parties want to explore this further, you know, just while we are on the topic?


Okay.  I will move on next to load forecasting.  There are a number of questions that Board Staff has asked, basically 72 through 77, inclusive, and then 107 and 108.


I think in particular for us, the questions 74, 75 and 77 are probably the ones that we deem as being the most important to get information, to get some understanding.


And basically I guess the point here, 74, we have asked for some further explanation of the modelling approach and, in particular, some of the variables that have been used in the development of the model that Chatham-Kent Hydro has used to develop its load forecast.


Number 75 -- and, again, I realize that we are not even at the end of January, that a lot of utilities are still getting their year end numbers, but we think it would be useful to get the year end counts.


Now, I know that you made some discussion in your opening remarks in terms of the reduction of the customers, but we would also like to get kilowatt-hours in kilowatts.


Number 77, what we would like to get on the record as an alternative, just to see what the results would be, would be if the load forecast was done using the NAC approach that was done -- that was used in a lot of the 2008 cost of service was also done in certain of the 2009 applications.


MR. BACON:  Sure.  The idea -- I think I need to explain what you just said to Chatham.


MR. RITCHIE:  Yes.


MR. BACON:  In the 2008 and some of the 2009 rate applications, we used a very simplified weather normalization methodology, where we took the information from Hydro One that was used in the cost allocation model.  It was classified as the Hydro One data, and within that they provided weather normalized numbers for 2004.


What we did, we took the weather normalized numbers for 2004, divided it by the number of customers in 2004, and came up with this NAC.  NAC stands for normalized average customer use.  I am -- consumption, okay.  So you have this number, which is literally a 2004 weather normalized amount per customer, and you apply it to your forecast of new customers for 2010.


It gives you a bit of a quasi, at the time, 2010 forecast.


Now, I don't know if this is an issue or not, but it was my impression at the time that that wasn't the greatest methodology in the time, and we had a lot of -- we had a lot of concerns from intervenors on that particular method.  That's why we moved to this new method, and it appears that we are maybe going back to that.


Is that a fair question to ask, or...


MR. RITCHIE:  I guess I will probably talk to that.


I think what we have seen in this application and in a number of applications is the application of multi-variable regression analysis have resulted in negative population coefficient, sometimes negative income, economic activity coefficient as in Chatham-Kent's case, and there were a number of interrogatories posed by both Staff and by intervenors in the first round, in terms of some iterative modelling of some variables.  


The results from these models may not be as successful or intuitive as we have seen in some other cases.  And particularly this idea where these models have like a negative population coefficient or a negative income coefficient and these are left still in the model.  


What this is meaning, is that as population goes up, in fact, your forecasted consumption goes down.  You know, in the case of the inclusion of the negative GDP.  Again, as GDP goes up, again, consumption basically is forecasted to go down.  This is just not conceptually sound.  


I think that we are wanting to explore in this case what are some of the alternatives because when -- the panel is ultimately going to have to make a determination on what is the load forecast that is used in this to help set rates in this application, and we need to get the information on the record.  


MR. BACON:  All right.  That's fine.  I guess we can crunch the numbers and provide the information.  That is the methodology I explained.  


MR. HOGAN:  Sure.  We think we can put that together.  


MS. CAMPBELL:  Can I just clarify, please.  


We were discussing questions 74, 75, 77.  Am I to understand that when you say you will crunch the numbers and put it together, that you are saying you can answer 74, 75 and 77?  And that we will be getting an answer?  Or are we crunching the numbers and putting together something on something else?  


MR. HOGAN:  We will be able to prepare answers for 74, 75 and 77.  


MS. CAMPBELL:  All right.  Thank you.  


MR. BACON:  I would like to potentially raise -- I understand where you are coming from, Keith, and it's been a challenge for us to deal with the negative coefficients specifically on GDP and other variables.  


And thankful to VECC they actually came up with a solution for some of -- in other situations, and what we have found, that if we actually put a CDM variable into the equation, it has, in other cases, taken the negative coefficient away from those variables that are not intuitively negative, to be blunt.  


And so we believe that to a certain degree some of the variables -- some of the negative coefficients may be associated with CDM.  In another case we were able to do that and we had a regression analysis that did not have any variables that were not intuitive.  


Is that something we could look at as another option?  To look at the regression analysis?  


MR. RITCHIE:  Again, I think, yeah, it is certainly worth exploring.  


I guess I will maybe also bring up another point.  I know that, actually, Mr. Shepherd raised this in another proceeding.  It is one that Board Staff have noted, in terms of a number of these load forecasting and this is the exclusion of price as a variable in any of the models.  


Again, it is basically - it's price both of distribution rates and also really of all of the, both the commodity, and the upstream costs and that, because, again while I think electricity demand is inelastic, I don't think it has a zero price elasticity.  


Again, there may be some issues, too, as to whether some of these other variables or again even a CDM is really picking up what would be the normal price stimulation or curtailment.



I think this is, I think, an evolving area --


MR. BACON:  Oh, I understand that. 


MR. RITCHIE:  -- for the board and -- 


MR. BACON:  For all of us. 


MR. RITCHIE:  -- for all of us, and it is just a matter that even as it evolves, and realizing some of the difficulties of getting something that can be both conceptually and technically sound in this area, we still are faced with the reality that the Board panels must make a decision on the applications in front of it.  And the idea is to get the best information that we can.  


MS. ARMSTRONG:  Can I clarify.  


If you talk about running the model, including a CDM variable, would that then mean that you will exclude the CDM manual adjustment you have included in the evidence?  


MR. BACON:  To be honest with you I am trying to deal specifically with the issue of having a negative coefficient on employment and GDP and the practical way we have gotten around it and I would have to discuss it with Chatham-Kent, but the practical way that we have gotten around that -- and made it actually make more sense -- is to put, is what we call a CDM flag into the actual regression analysis and it associates -- it becomes the negative coefficient, if you can imagine that, and that makes sense.  Because with CDM, you know, you are trying to -- you are trying to reflect the impact of CDM into the regression analysis.  


And when you add that in, it actually sometimes the model is smart enough to assign a negative coefficient to that variable, which is intuitive, okay.  


So that is the only -- that is all we're suggesting and I am wondering if that is an opportunity to do or not.  That is kind of what my question is. 


MS. ARMSTRONG:  I think you certainly have the opportunity to do that but I would like to look at the rest of the load forecast then, and avoid double counting of the CDM effect. 


MR. BACON:  We would have to work through that as well. 


MS. ARMSTRONG:  You would have to work that through.  I have a few other questions -- 


MR. RITCHIE:  I will follow up.  You're talking about a flag so you are talking about what would be a binary variable?  


MR. BACON:  Well, to be honest with you, it could be binary or it could be exponential.  And we found that in one case it was binary and in the other case it was exponential because it appears in a particular service area that -- it appears that their growth in CDM was exponential as opposed to binary.  


So it was just what we found out.  It was a flag.  We were able to make the regression analysis look more intuitive completely.  And so I just -- I was just wondering if there is that opportunity to do that as well.  


MR. RITCHIE:  I certainly think, again, we are -- what we are trying to do through this technical conference is to, again, add to the record particularly going into the settlement conference and potentially to the oral hearing.  


MS. ARMSTRONG:  Yes, certainly.  If go if you go ahead and provide that to us.  


Now, I was going to ask a little bit more about the development of the weighting factors.



MR. BACON:  That's -- over to them.  


MS. ARMSTRONG:  I am still a bit unclear how they were developed.  If you could walk me through that a bit. 


MR. CHARRON:  The model without the weighting factors doesn't give very good results at all the matching historical data.  


When I looked at the data, specifically the percent differences between the historical data, the kilowatt-hour purchases and what the model predicted those should be, there seemed to be a cyclical peaking, if you would, in the percent differences, indicating to me that there perhaps was some variance, some other factor that was coming into play.


So it was based on that assumption and that observation that I started to add another variable to start varying it month to month and re-running the calculation over and over again to come up with a model that was converging or getting at least higher, better results.  And that is how we did it for one.


Once the results of that seemed to peak, I was getting no more results from it, again, analyzing the data again, taking into account the -- what I considered the uniqueness of the economy in Chatham-Kent and what I thought might also come into play, I decided perhaps there is another variable yet again that came into play, and again went through the same process and came up with the two variables.  


In short form, that is essentially how I came about those numbers.


MS. ARMSTRONG:  Hmm-hmm.  Now, do you think that the industrial production factor would have picked up some of the slowdowns?


MR. CHARRON:  Not necessarily, because when I came up with those numbers, I specifically wanted to make sure that I could forecast them into the future.  It wasn't a made-up number.  If you notice, those numbers repeat year after year.  They don't attenuate or increase.  


So any slowdowns, especially recently, wouldn't be taken into account.  Really, those numbers are based purely on the historical kilowatt-hour values, which would be weighed equally amongst all of those years.


MS. ARMSTRONG:  Okay.


MR. RITCHIE:  I guess as a follow-up on that, can you maybe describe for us really what we are to make out of these variables, like, what really they mean from a conceptual basis?


MR. CHARRON:  Please realize it is a little difficult.  I did study this carefully, as much as I could, and tried to piece it together, again, with my knowledge of the agriculture mix and industrial mix in Chatham-Kent.


I believe the variables are an interplay between agricultural, which is a seasonally-based production, and industrial, which has its own schedule based on product model years and whatnot.


In short, that is what I believe those two variables represent, the interplay and the output of those two industries and how they affect our economy.  


As Jim mentioned, amalgamation of those disparate urban utilities, some of them are heavily agriculturally influenced and some of them are heavily auto based or industrialized, and they do tend to peak heavily and/or shut down, curtail load quite a bit at different times of the year.  I hope that helps.


MR. RITCHIE:  Okay, yes.  And I think what we have been trying to do here is to focus on the key questions.  I think there are the whole gamut of questions even beyond ones that we haven't mentioned here, but we would probably -- I think we have had some further understanding as to what can be done.


And really what we're looking for -- and certainly I think we have learned some things here, but I think also the responses to the Board Staff questions will help us.


I will probably plan maybe if we could take our break at quarter to.  So I will maybe move into another topic area right now.


I guess we will move on to cost allocation and rate design. I think the Board Staff key questions on this one are probably 96 and, in particular, 97 and 98.


Now, some of these probably will be easier done through the written undertaking, but in 97 and 98 you may be able to either respond in the technical conference, maybe now or after the break, because we are wanting to, I guess, just confirm what in fact is the proposals in terms of the revenue-to-cost ratios and in the fixed variable split, because there has been, I think, some moving of pieces through the evidence and through some of the interrogatory responses.


MR. BACON:  I am reading the question here for the first time.


MR. RITCHIE:  Sure.


MR. BACON:  So I apologize for that.  But I am reading, it says:

"Please confirm that provided sheet O1 of the cost allocation model represents the proposed revenue-to-cost ratios." 


Did we actually -- I apologize for conferring with -- did we actually provide that, because it is actually difficult, in my view, to show proposed revenue-to-cost ratios in O1?


We do that typically in the evidence, but we don't typically do that through the cost allocation model.  The cost allocation model is usually set up to find the revenue-cost ratios as they stand, and then the evidence shows how we move them.  


We typically don't put the proposed revenue-cost ratios in O1.


MS. ARMSTRONG:  I just tried to clarify the question.  The original question was, Please file sheet O1 of the version of the cost allocation model for the test year revenues that would represent current revenue." 


Okay.  So that's fine.


MR. BACON:  I appreciate it being "fine".  I just don't quite understand.  What are we still looking for?


MS. ARMSTRONG:  I was hoping, since your cost allocation changes quite drastically, to get the proposed revenue-to-cost ratios in the cost allocation model, rather than current.


MR. BACON:  Okay.  I am just -- you want to help with that one, Jim?


MR. HOGAN:  In question 38, part (b), we did actually update, put in the revenue that's proposed.


MR. BACON:  Oh, okay, sorry.


MR. HOGAN:  And in the end, it does come up with a revenue-to-expense ratio that does tie in with the proposed revenue-to-cost ratios.


Now, maybe that wasn't what was asked there, but that is what we did bring forward, and when I look at part (a) of today's question, that is -- O1 is the proposed revenue-to-cost ratios.


MS. ARMSTRONG:  That's fine.


If I can go to actually question 95, I was curious if you could tell me a little bit more about your new proposed standby class.


If I understand correctly, you have a standby rate currently?


MR. HOGAN:  We currently have a standby rate.  There is one customer that has significant onsite generation, and our proposal is to put them into their own class, into a standby rate class.  Their load profile is quite unique because of their generation, and because of that we felt that having them in their own class would track a little bit more accurately as to what the costs are that they use.


MR. RITCHIE:  Is there, I guess, any expectation that there might be other customers that might come into this class or, again, that might become sort of standby customers in the future, particularly as we go into this new green environment and green economy?


MR. HOGAN:  With the changes of the Green Energy Act, we don't know right now.  Nobody is knocking on the door.  However, there is that potential that there would be more customers like the one customer in the standby class that we are proposing.


MR. RITCHIE:  Just for my own understanding, so, in effect, you are proposing to eliminate your existing standby rate and to replace it by this new standby customer class with its own set of rates?  


MR. HOGAN:  We were continuing a standby rate.  The standby class was going to be for the normal build that the customer would be using on a month-by-month basis.  Then we would have the standby rate for the times when the customer -- very similar to what it is today -- for the times when we were just on standby for the facilities for the customer. 


MR. RITCHIE:  Okay.  So in effect you are now - if I understand and if I could maybe just -- my take it on it is in fact you are now saying we want to have a unique customer class for this customer and, in fact there is almost a dichotomous set of rates.  One set for when the customer is really sort of a normal load customer in the month, and then another standby rate for when they are basically just as a standby customer?  


MR. HOGAN:  A demand they would get billed, that we would read on the meter every month, would be the standby rate for that rate class, the demand for that rate class.  


Then we would have the standby rate, that additional demand, that would be for the times that they did not use their maximum demand because we do have facilities there on standby for them.  


And then -- so that the maximum the customer will be billed is the maximum that they could take, contracted.  An example is 10 megawatts is their standby for the customer, their actual billed is 6,000.  That would be part of the normal rates, the standby customer class.  Then the difference between the contract 10,000 to the 6,000 billed.  That other 4,000 would be that standby rate.  


Very similar to what we're doing today and I believe a few others are doing that as well.  


MR. RITCHIE:  Okay.  


MS. ARMSTRONG:  Going back to the earlier question.  If there were any more customers coming in that would fall under a standby rate, would they also go into the standby class and go be charged the fixed rate?  


MR. HOGAN:  If they meet the definition that we have here and I believe -- I can't recall, but check exactly what the definition is but I believe the definition that we're using is any customer that has a demand greater than 1,000 kilowatts and has a substantial generation on site, that would be the class that we would put them in.  


MR. RITCHIE:  Maybe what might help us, I will refer to another Board Staff question, 85.  This was just where, in the original interrogatory responses, this was your proposed tariff schedule.  But unfortunately the format that was provided, it sort of split the tariff items from the actual rates.  


We have asked, really, just for a reformatted version.  It might be better, in this case if, in providing a response to this one, you actually sort of showed also how this standby customer class rates would look on the tariff schedule.  Including the standby rate.  


MR. HOGAN:  We will provide an update to the rate schedule and also provide some additional details as to how we will charge the standby customer.  


MR. RITCHIE:  Okay, thank you. 


MS. CAMPBELL:  Can I just clarify that that is going to be added to question, I believe it was 85?  


MR. RITCHIE:  Yes.  


MS. CAMPBELL:  So that forms part of 85, what you have just accepted?  


MR. HOGAN:  Yes.  I will add that to our answer on question 85.  


MS. CAMPBELL:  Thank you.  


MR. RITCHIE:  Okay.  


MS. CAMPBELL:  Can I ask one more question?  We are just about to move off of cost allocation?  Because we are close to the morning break.  


MS. ARMSTRONG:  Yes.  


MS. CAMPBELL:  I don't want to prematurely end it, excuse me, if you have things to -- additional questions, Birgit, it's just that I am a little unclear as to how we left something and I would just like to clarify it. 


MS. ARMSTRONG:  No, that's okay.  The other two are just tables that I have asked Chatham-Kent to verify and to provide -- yes, just to, for the record, to clear that these are the numbers that they are proposing.  


MS. CAMPBELL:  When you say the numbers they are proposing, what tables are you referring to?  And what questions?  


MS. ARMSTRONG:  These are questions 97 and questions 98. 


MS. CAMPBELL:  That is exactly what I was about to ask.  There was a discussion between yourself and Bruce concerning what are you asking in 97 and some clarifying questions surrounding to assist him in understanding it.  But can I take away from this, that 97 and 98 are going to be responded to in writing?  Or are you capable of confirming 97 today?  


Or do you intend on updating the table?  


MR. HOGAN:  I will respond in writing.  I need a little bit of time to take a look and compare. 


MS. CAMPBELL:  Okay.  The same answer for 98?  


MR. HOGAN:  Yes.  


MS. CAMPBELL:  Thank you.  


MR. HOGAN:  Same answer.  


MR. RITCHIE:  Okay.  I think with that, it is probably time to take a morning break and I would suggest that we get back at 11 o'clock if that is fine for everyone.  


MR. VELLONE:  Yes.  


MR. RITCHIE:  Thank you.  


--- Recess taken at 10:45 a.m. 


--- Upon resuming at 11:06 a.m.


MR. RITCHIE:  Okay.  Welcome back.  We will, I guess, proceed further.  I guess we just might have a few points, just clarification from some of the material.


We were talking before, in the morning session, about this idea of the alternative models, and I just want to make sure that it's sort of like recognized how that is going to be responded to, whether the idea of these alternative models that Mr. Bacon and I were talking about would be responded to in the response to Board Staff question 74, or would you prefer that this should go on the record through its own undertaking?


MR. BACON:  There is two options here.  I'm looking for guidance from anybody in the room.


I think we could do it as a separate undertaking or it could be an additional part or response to question 77.


MR. RITCHIE:  Okay.  I think, because it might sort of tie into a number of the questions, that it might be best to basically give it its own sort of undertaking number.  So that way you can basically describe the model and how you have done it as a cohesive piece.  So that will be undertaking TCU5.  Again, just to be clear, that is sort of to be the alternative modelling to account for CDM or other approaches to get alternatives on the load forecast.

UNDERTAKING NO. TCU5:  TO PROVIDE AN ALTERNATIVE MODELLING TO ACCOUNT FOR CDM OR OTHER APPROACHES TO GET ALTERNATIVES ON THE LOAD FORECAST.


MR. AIKEN:  Can I just jump in here and ask if that undertaking would also provide the 2010 forecast associated with it so we get that on the record, as well?


MR. BACON:  Oh, yes.  That is sort of the objective of the whole exercise.  Sorry.


MR. RITCHIE:  Thank you.


Just another matter, and this is following up in terms of the standby rates and the standby rate class.


I guess we were just -- Staff was just chatting over the break.  I guess what we are maybe confused and wondering if there is maybe a better way of labelling this new proposed class, like, whether it's really a standby customer class or there is some better way of labelling that unique customer, while also sort of preserving the existing standby rate that I understand would be applicable to that class.


Maybe you could think about that, again, as you are responding to the updated tariff schedule to Board Staff Question No. 85.


MR. HOGAN:  We will look at that and attempt to bring forward an answer.  Sure.


MR. RITCHIE:  And I guess further on that, this particular customer, has this -- is this standby customer aware specifically of Chatham-Kent Hydro's proposed rates and the impacts of this on that customer?


MR. HOGAN:  We have not had any specific meetings with the customer.  Whether the customer, you know, is aware of it through the notices in the newspaper and things like that, I am not sure.


But we have not had a specific meeting with the individual.


MR. RITCHIE:  Because, again, in the Board's standard notice format, it gives sort of the impacts for the residential and for the small GS, but not specifically for some of these larger-consumption customers.


Okay, thank you.


MS. ARMSTRONG:  Actually, I have one follow-up question on that.  Which rate class is that customer currently in?


MR. HOGAN:  That customer is in the intermediate rate class.


MS. ARMSTRONG:  Is that the proposed intermediate rate class or is that intermediate time-of-use rate class?


MR. HOGAN:  It is our current intermediate.  I believe it is called our intermediate time-of-use class.  


MS. ARMSTRONG:  Okay.


MR. RITCHIE:  In reality, what you are proposing here is, because you are reclassifying your existing large-use customers as sort of this new intermediate class, but then saying that this intermediate time-of-use customer that's in the standby has some costs, you know, that really should be associated with different rates to recover the costs of serving that customer as opposed to these reclassified customers?


MR. HOGAN:  If I got your question correct, we see the costs for this customer, the standby customer, being unique.  And by putting it into a separate rate class, it does, you know, have a better match for costs and revenue.


MR. RITCHIE:  And its costs, yes, would be different than those cost customers that really are currently large use and that you are reclassifying into your intermediate class?


MR. HOGAN:  Yes.  The cost drivers are different than the current customers in that large user class, yes.


MR. RITCHIE:  Okay, thank you.


I guess are there any other follow-up items that people want to address at this time?


MR. VELLONE:  We're okay.


MR. RITCHIE:  Okay.  I guess in terms of Board Staff's questions, move on to a new topic now, and this is dealing with the deferral and variance accounts and the Board Staff questions, starting from 86, 87, 88, 89, 90, 91.  Because smart meters does follow a bit under that, I will also touch question 92, but I will touch that as somewhat separate than the other Board Staff questions.


In particular, I think Board Staff see the responses to 86, 87, 89 and 91 as being particularly critical.  And some of these you may be able to respond to now or whether you -- or, again, whether you want to take them through just the responses to questions.


I guess in terms of the first one, like, 86, we were looking at the response and you were referring to a separate application for the smart meter OM&A costs, and we were wondering what application was being referred to there.


MR. HOGAN:  Yes.  It is actually -- maybe we brought it forward incorrectly, but it is the separate section of this application.


So these costs, these $34,508, are included in the smart meter section of this rate application.  To part (b) there, no, we have not updated our RRR filing in 1525 yet regarding this.


MR. RITCHIE:  Okay.  I think that that helps us on that one.  In the question 87, in particular, we were looking at some of the requested amounts that you are seeking to dispose of.  And I guess what we are looking at is in terms of materiality and compliance with the Board's practice and policies with respect to the amounts to be tracked in deferral and variance accounts.


Again, we noted, again, that various piece parts of this are various amounts ranging from about 6,700 up to 13,000 and just wondering, because those individually would be below the materiality, they are for different time periods.  


We are just trying to understand what -- if there's been any previous Board approval for recording amounts or how these, in fact, would meet the Board's policies for the amounts to be recorded in deferral and variance accounts.  


MR. HOGAN:  I will have to work on that answer and bring it forward.  


MR. RITCHIE:  Okay.  In question 89, what we were noting there was in account 1572, extraordinary event costs, basically there is an amount related to, as I understand, retiree costs.  


We are just trying to understand, again, how those, what is the basis for tracking those in the account and seeking disposition.  


MR. HOGAN:  I can provide some insight on part (a) of that, of the three-part question at this point.  


These retiree-related costs they are and were ongoing costs.  They were costs not in our rates.  


They were out of, I guess, management's control and they were above the materiality threshold and that's why we recorded them as a deferral account.  


As far as the other two sections, I would have to go back and take a look and provide answers on a go-forward basis.  


MR. RITCHIE:  Okay, thank you.  In question 91, and this is on the account 1588, the global adjustment subaccount.  This, in fact, is a question that is now being posed to most distributors in their applications, I think even in terms of IRM.  


I guess by way of some background.  We have had application from, or it was noted in one utility's application about a growth in the balance of the subaccount for 1588 and that also, that the amount that is being tracked there really is sort of specific to the non-RPP customers.  


What we are trying to get on the record in this application and in any of the others is the ability of a utility to be able to separately estimate a rate rider for the 1588 global adjustment subaccount and also whether you are actually capable of applying this to the non-RPP customers through your billing system.  


If you aren't or like if it would require manual adjustments or other matters, what costs you would estimate that would be required to deal with this.  So...


MR. HOGAN:  First off, I would agree that this account is growing large, becoming a significant amount.  So being able to dispose of it and find a solution is something we support.  


Our billing system will allow us to have a separate rate just for the RPP and the non-RPP customers.  So whatever may come out of this decision, we can handle that.  


I guess I haven't thought of, you know, part (a) as to whether or not the MUSH sector should be included or would be included so I would like to bring forward an answer to that one, as well.  


MR. RITCHIE:  That is certainly appreciated and again, I think as we are finding in a number of the applications, there is varied answers and, you know, this topic is becoming very complicated, I think for those of us that are even experienced with it.  So certainly appreciate that.  


I said I would also talk a bit about the smart meters and again, in particular, the question 92.  This is dealing with part of your proposal especially where you identified certain costs for what we would classify as beyond minimum functionality, because it is for these GS greater than 50, other than the residential or GS less than 50 customer classes.  


The response indicates like a meter cost of about $700.  You have indicated that these meters are for apartment buildings that will take advantage of the technology for meter reading.  


So I guess in some other applications, the Board has dealt with these beyond minimum functionality costs for smart meters.  I guess we are trying to get some further understanding of what these specific meters are.  Again, whether they could or should be dealt with as part of the smart meter, part of the application or in your response you also indicate potentially putting these in the -- your normal cap-ex.   


I guess we want to get a better understanding of these costs and, again, how they should be treated in accordance with the Board's guideline G-2008-0002, which was on the smart meters guidelines for funding and for cost recovery.  


[Witness panel confer]  


MR. HOGAN:  The meter replacement for the greater than 50 general service class -- and that's where some of these meters are that we had in the smart meter section -- we will be rolling that out to all of the general service customers greater than 50.  


It's not going to be similar to what we have done in the residential and small general service classes, and it is a special project and we are going out there right away to get it done in a short period of time.  It is just going to be part of the general capital program.  So normal maintenance, normal capital program with those meters and those meter replacements which is -- how long of a period to do the maintenance?  Six years. 


So every six years, you are going out and resealing those meters and reworking on those meters.  That's what we're doing with the smart meter greater than general service meter.  So therefore we see it as part of the general capital program and not a special program that relates to the smart meter program.  And that's why we now feel it should be something part of the general capital program and not through the smart meter funding.  


MR. RITCHIE:  But again, these will use the smart meter technology, I guess, the infrastructure I guess the AMI infrastructure for meter reading purposes or...   


MR. HOGAN:  Yes, it will use the same communication and infrastructure.


MR. RITCHIE:  Okay.  I guess, yeah, we are just trying to I guess see, again, you know, who is paying for -- who ends up paying for what as a result of this.


MR. HOGAN:  I believe in the end, it would be the general service customers would be paying for that as we allocate the costs, the meter costs, to that rate class.


As I say, it's not a special program.  It is just part of our regular capital that we're going to be -- that we've consistently and have done that in the past.


MR. RITCHIE:  Okay.  I guess in terms of this explanation, so from the previous Board Staff response and saying that really you think that these costs should be part of your normal cap-ex as opposed to really what is in your smart meter application, does this really change -- are you saying that you are changing these parts of the application now, or...


MR. HOGAN:  I believe we are changing the smart meter section, and I would have to go back and check if we did file an updated information on that.  But I believe we did pull that portion out of the capital.  If not, that's what our intention was.


MR. RITCHIE:  Okay.  I guess probably in the response, I guess, to this question 92, you can sort of confirm what is the treatment in the application, both in the smart meter section and whether it is also reflected in your rate base as capital expenditures?


MR. HOGAN:  Yes, we will do that.


MS. CAMPBELL:  Can I just clarify something, please?


You were having a discussion that appears to cover roughly part 92 -- arises out of 92(c) primarily.


In the answer that you are giving - and you are going to clarify anything - will you be providing, I assume, an answer to the question of, first of all, what your application is propounding, whether you are actually changing the smart meter portion of your application, or not?


You will clarify the reasons for doing -- for any change in the application, please, and explain the principles behind it, why you think it is appropriate to do what you are doing, provide justification for it, because the question is -- our understanding of what you have done, the question was:

"Why does CK Hydro consider that these costs should now be considered in general capital rather than considered as part of the smart meter deployment?"


So if that continues to be your position, we would need an answer to that.  If you have changed it, we would need to know why and your justification for changing it.


MR. HOGAN:  Okay.  We will add that to our answer.  Thank you.


MS. CAMPBELL:  Okay.  The question below that, obviously if you are treating it as general capital other than as smart meter cost, if you could address what the implications would be?


MR. HOGAN:  Yes.


MS. CAMPBELL:  Thank you.


MR. RITCHIE:  Okay.  I will just maybe canvas Mr. Aiken and Dr. Wightman as to whether they want to jump in and have any follow-ups on these matters?


MR. AIKEN:  No.


DR. WIGHTMAN:  I'm okay.


MR. RITCHIE:  Okay.


I will move on, I guess, now to another area, and this is on the LRAM/SSM.  Board Staff's questions in this area are with respect to the questions 99, 100, 101 and 102.


I would imagine in a number of these, probably the written response will probably be the better way to go.  I guess by way of some background discussion, we are, I guess, trying to understand especially the LRAM proposal as it relates to the smart meter deployment that Chatham-Kent has proposed, because I think this is probably the first application before the Board that is actually seeking an LRAM with respect to the smart meter deployment.


I think we also saw, and we asked some questions in the first round, some IRs in the first round that were related to since you have your CDM programs going on at the same time as you have been doing your aggressive smart meter deployment, you know, whether there is some double counting, or, again, what really is the basis for your estimates of the CDM success rate in the absence of, I think, a lot of utility-specific information on that.


So maybe I would ask if you can sort of elaborate a bit more on your LRAM/SSM and, particularly, how the smart meter deployment -- you know, what is your rationale for seeking that?


MR. HOGAN:  We will come back with some answers on that.  One of the items, if I may, that is really driving what we found is the couple of studies that were done.  


One was done by Navigant and it was done on our behalf.  They saw some significant results there of conservation and saw that it had a lot to deal with the smart meters and education program that we did in our area.


Then the other one, also, was the stakeholder focus group that the IESO did, and they talked to individual customers and found that they're well aware of the smart meters, well aware of time-of-use pricing, even though they weren't being billed the time-of-use pricing, and that they changed their consumption, changed their consumption patterns and their total consumption, and found savings on their bill.


So what we did did work.  We saw it and the customers saw it.


So with that, I will add to that in some written -- some additional written comments, and we will bring that forward shortly.


MR. RITCHIE:  Okay, thank you.


I think I will move on to another topic, if there is no further matters, corporate cost allocation.  Board Staff's questions on that one particularly relate to questions 106, 112 and 113.  And probably 106, in fact, I think this relates, in part, to almost one of the Energy Probe responses, if I can just...


While Birgit is looking for that, while I think there is the other question asked, I think Board Staff also were, again, seeking some further information particularly on how the costs that are going to be related to this new green energy centre or green data centre that will be built and owned by your affiliate but on CK Hydro's property, how the costs have been allocated and how they are being reflected in the current application.


I don't know if you want to provide some information at this time.


MR. HOGAN:  Yes, we can provide some information relating to your question 106.  


The data centre will be on the parking lot at the main Building, 320 Queen Street.  It takes up about 7,000 square feet of the total 237,000 square feet of the property.  


It is going to have its own -- it's going to have a separate hydro meter, water meter, phone line, so all incremental costs are going to be billed directly to the data centre.  So there is no opportunity for incremental costs being borne by the Chatham-Kent Hydro ratepayers.  


What we will -- what we are going to be doing is, the increase in taxes, property taxes, we will be able to identify that and that will be a direct charge to the data centre.  


We will be allocating a portion of the -- maybe I should step back.  We are going to -- a rent will be paid for the property from the data centre and it's going to be based upon a percentage of the current property taxes, which I think is about 3 percent of the property, of the square footage.  And then something related to the value of the asset.  


So -- sorry I don't have the number, but that is the allocation process of how we're going to come up with the rent for the building.  It is a share of the property taxes and a share of the net book value of the land.  So I don't know the number, but that is how we're doing it.  


 MR. RITCHIE:  I guess as maybe a follow-up on that.  What about like a parking space or like, will there -- like you are talking about the back parking lot that you are going to be using or -- I don't know about your parking facilities for your existing employees but if there are employees as this new data centre, will they be using their own parking facilities?  Or again, will there be costs shared?  


MR. HOGAN:  I believe the 7,200 square feet also includes some parking spots for the building as well as some parking spots for the data centre.  


And there still is plenty of parking spots for the current staff that work out of 320 Queen Street, so there will be no need to purchase additional parking spaces for all of the -- all employees whether they're there for the data centre or they are currently working at 320 Queen Street.  


MR. RITCHIE:  Okay, thank you.  


MS. CAMPBELL:  Can I just ask a clarifying question, please.  


Can you tell me how the allocation will occur?  Is that on a percentage basis?  If so, what is the percentage?  


MR. HOGAN:  It will be based upon the square footage.  So that the data centre with the parking spaces has about 7,200 square feet of the total property.  


And the total property is 237,000 square feet.  So I think it is about 3 percent.  So 3 percent of the value of the land and 3 percent of the current property taxes will be charged over to the data centre.  All other operating costs are billed directly to the data centre.  


MS. CAMPBELL:  Thank you.  


MR. RITCHIE:  All right.  


MS. ARMSTRONG:  I am just wondering -- 


MR. AIKEN:  Sorry, I just want to jump in.  Those numbers that Jim was talking about are shown in the response to Energy Probe 71 that they provided today.  


MS. ARMSTRONG:  I am just wondering -- and it might be not be related but it might -- I noticed that you were planning to purchase land adjacent to 320 Queen Street.  It didn't happen in 2009.  I saw it is proposed now in 2010.  


Does that have anything to do with the -- this Green Energy centre?  What will that extra space be used for?  


MR. KENNEY:  Yes.  This land is the CN land, we call it.  It abuts the property that we currently are on.  Our property is land locked somewhat.  And the negotiations began in 2009 to close this sale.  And they have not been completed yet.  They have carried forward to 2010.  


MS. ARMSTRONG:  If you can just walk me through the use of that land or the proposed use of that land.  


MR. KENNEY:  Sure.  


Well, it will be used for training staff, secure storage of equipment.  We amalgamated in 1998, 12 -- or 11 communities into one.  We need some space to store transformers in a more safe manner.  


In our evidence we state that we have had some security issues on the property.  We need to get them inside, some of the more precious items like copper and things like that need to be stored indoors.  So we need space to construct such a facility and the timing became just right when this property became available.  That's primarily what it will be used.  It will be used for yard purposes, storage of material.  There will be an opportunity in the storage building to also have a little training area for staff.  So that's the main purpose of it.  


MS. ARMSTRONG:  And that's exclusive to CK Hydro?  


MR. KENNEY:  That's correct.  


MS. ARMSTRONG:  Okay.  Thank you.  


MR. RITCHIE:  The other questions that we had on the corporate cost allocation, 112 and 113.  I guess 112.  Again I think a general theme that staff are often exploring in a number of these applications is not just sort of like, what are the costs, but also what efficiencies or productivities are taking part in the test year forecast and how these are being reflected in the various applications.  


Then on the 113, again, there we are asking about a cost allocation for an amount of general financial services; that was provided in response to an earlier SEC interrogatory.  


These probably are more amenable to sort of filing a written answer, but I will certainly invite your comments -


MR. HOGAN:  On question 113, part (b), it's correct.  It should be 7,500 -- sorry, I was going to make the mistake again.  It should be $75,000 instead of $7,500.  That related to the new, the operating costs of the new financial system.  


And, yes, we are going to have to go back and take a look at these questions and provide the answer shortly.  


MR. RITCHIE:  Okay, thank you.  


I guess I will canvass the intervenors as to whether they have any follow-ups in this area.  


MR. AIKEN:  Just one quick follow-up.  I see in one of the responses to my questions, question 85, we also see $75,000 allocation for the new financial system.  


That is described as being Hydro's share of annual share of the amortization and support costs from CK Utility Services.  


Over what length of period is the amortization taking place at CK Utility Services?  


MR. HOGAN:  I am going to have to verify this, but I believe it is over five years.  


MR. AIKEN:  Okay.  


MR. RITCHIE:  Okay.  Maybe I will move on to, I guess, the last area that Board Staff have questions on and that was with respect to depreciation.  This is in our supplemental question 115.  And in the response to the original Board Staff IR No. 31, we had asked various information about CK Hydro's depreciation policy and how it complies with the Board's policies and guidelines.


I would say that we found the response somewhat -- again, it was fairly general.  It didn't get down to details.  And, in particular, the one example that we had tried to highlight was with respect to smart meter costs, where what we observed was that the gross value of the smart meters was the same in 2009 and 2010, and there was no additions or disposals, and yet the depreciation expense changed from one year to the next, because you had actually changed your remaining life estimate of the smart meters and, in fact, had increased it from 11 years to 13 years, which, again, runs counter to the idea that, as things age, their remaining life expectancy decreases.


Also, too, this really seems counter to the general approach of the straight-line approach to depreciation that the Board has routinely used for rate-setting purposes.


So I think, you know, as well as the specifics on that, we are trying to get further understanding and I guess comfort in terms of Chatham-Kent Hydro's depreciation and whether you -- you know, how you are doing your depreciation, how it relates to the Board's policy of the straight line with respect to the depreciation rates that are in appendix B of the 2006 Handbook.  And, again, which -- the half-year rule and, again, the general policies that the Board has I guess pronounced on and has basically applied in setting rates for distribution utilities.  So...


MR. HOGAN:  I can answer part of that question.  Chatham-Kent Hydro does use and does follow the Board's guidelines on depreciation and useful life.


And we did, in one of the questions earlier, IRs, we did provide additional details as to how we do depreciation, and I believe we follow the Board's guidelines.


For the useful life of smart meters, it is 15 years.  As far as why, on the one schedule, the years remaining changed a little bit, I do have to go back and take a look at that.  I had that question on the weekend myself and scratched my head, so I apologize I didn't get that answered.  


But one of the challenging parts with looking at the smart meters on that continuity schedule is the original dollars are going to that deferral account and the depreciation starts there.


So when we carry them over on to that continuity schedule, I believe sometimes it is very hard to say, well, that should be one-fifteenth and it's not.  But that doesn't matter despite the fact we said it is ten years, and then eleven or whatever the numbers were.


So we will -- I will go back, take a look and see what -- why the remaining useful life on those schedules are what it is, but we are amortizing it over 15 years.


MR. RITCHIE:  Okay, thank you.  Again, that really, I guess, concludes the main subjects that Board Staff I guess have listed for the technical conference.


It is not to say that we wouldn't like answers to the questions that we posed, but certainly I think those maybe -- you know, those could be addressed through sort of, like, the written responses to those.  


I guess I will ask the intervenors if they have specific follow-up questions that they want to -- that they might have at this time.


MR. AIKEN:  No, I don't think I do.


DR. WIGHTMAN:  I think we are okay.


MR. RITCHIE:  Okay.


MS. ARMSTRONG:  I just have one more.  Going back to Randy's original question on gain of disposal of the vehicles, you said you are recording it in other revenues as a gain.


When I look at -- and this is just to clarify for me.  When I look at table 3-27, you have in here loss on disposition of utility and other property rather than gain.


MR. HOGAN:  It is being recorded in that account 4306, I believe it is, and it is called a loss.


MS. ARMSTRONG:  Yes, right.


MR. HOGAN:  But it is actually a gain.  So it is a credit that's there.  We are putting it into the wrong account, but from a revenue requirement or how we're looking at it for other revenue, it is one of the items that is in there for our specific other revenue activities.


MS. ARMSTRONG:  So it is recorded as a revenue offset?


MR. HOGAN:  Yes.


MS. ARMSTRONG:  Okay, thank you.


MR. VELLONE:  Is this a good time to talk about next steps?


MS. CAMPBELL:  Actually, what I was going to suggest is this.  I was waiting for the Panel to get back to their seat.


We are all gathered together here --


[Laughter]


MS. CAMPBELL:  It sounds like something momentous, doesn't it?  We are all gathered together here and we have this list of questions that came out yesterday.  Some of these questions actually are probably capable of being answered orally.


What we would like to do is take five minutes and go through, separate out the ones that clearly you are going to be providing a written response to that have not been canvassed already, okay?


We will tell you what the questions are that we think could probably be answered orally, because they're very specific - for example, there is a question about account 1570 - rather than making you go away and come up with a written answer for that. 


And Board Staff, if we could have five minutes, we'll tell you what those questions are.  We will come back at noon, take the five-minute break, establish what can be answered orally, and then at the end of it, everything else will be answered in writing and we can depart.


MR. VELLONE:  Yes.  That's fine with us.


MS. CAMPBELL:  Okay.  So if we could take five minutes, and around noon -- we are all going to stay in the same room, I expect.  So in about five minutes we will come back.  We will canvas what can be answered orally, and then we will adjourn.  Thanks.


--- Recess taken at 11:56 a.m. 


--- On resuming at 12:10 p.m. 


MR. RITCHIE:  Okay.  It took us a bit longer than we expected, but we are back.  


I think our proposal right now is that there are a number of other questions that maybe we can put on the record and see if we can get some oral responses on them.  And we would sort of try and finish up basically before the lunch?  Or do you...


MR. VELLONE:  I think that works perfectly well.  I just wanted to let you know that Chatham-Kent does have some clarifications, corrections to the evidence they have given so far.  I don't know if you want to get that out of the way to begin with.  


MR. RITCHIE:  That would probably help us all on that.  


MR. VELLONE:  Sure.  


MR. HOGAN:  Thank you.  There is just two of them.  One was question 91, and that was in regards to account 1588 and the global adjustment subaccount.  


I did state that Chatham-Kent Hydro is able to have a different rate for RPP and non-RPP.  


What I did not say was that it was going to take a little bit of work.  Not substantial, you know, there's going to be some minor modifications so it is not something which I wouldn't expect anyways, not something that if the Board said you had to do it within a week, we would be able to deliver but it would be some minor modifications that would take a little bit of time to do and possibly a little bit of money with our service provider but again nothing too onerous so we should be able to do that.


MR. ANTONOPOULOS:  Jim, could I stop you for a second.  Could you tell us what the modifications would be at a high level?  Is it establishing a different invoice code?  


MR. HOGAN:  That is pretty much what it is, a different rate code for the various customers and, I gather, to make sure it directs to the right rate code and things like that, because it is something new but again it is nothing too significant from our perspective from what I know right now.  I haven't talked to the group back.  But most of these things we have been able to accomplish in a reasonable period of time.


MR. ANTONOPOULOS:   Which system does CK Hydro use?  


MR. HOGAN:  We have the Harris computer system.  


MR. ANTONOPOULOS:  Thank you.  


MR. MacINTOSH:  Wasn't it the Harris system that some of the others have, but said they couldn't do it?


MR. ANTONOPOULOS:  Yes, but there is about 40 distributors using the Harris system but there are different versions so I wouldn't be able to speak to that.  


MR. HOGAN:  Then the second one is in question 106.  And that is where, that's the green data centre and where I mention that we would allocate 7,200 square feet of the property, the value of the land and the taxes to the new data centre.  


I believe I mentioned that that 7,200 included some parking spaces.  It did not.  


So the actual amount will be a little bit higher than 7,200 square feet but we will include whatever parking spaces when we come up with the allocation of those costs.  


MR. VELLONE:  Just to follow up on that, do you anticipate there being very many employees at the new data centre?


MR. HOGAN:  No.  Most of the work will be done off site so we would anticipate there only be two or three parking spots for, I guess, I don't know if they're visitors but the people working off our campus managing the system.  


MR. VELLONE:  Okay.  


MR. RITCHIE:  Okay.  Thank you.  I think what, again as I mentioned before, what we will try and do is, we will try and quickly go through a number of the Board Staff questions where we think it might be possible just to get a oral response to it on the record here.  Some of these it may necessitate still sort of the written response, but, yes, we will just see how it goes.  


MS. ARMSTRONG:  Okay, question 70.  We were just wondering, you have broken down your capital projects in fairly small portions and you have responded to all of those projects are used and useful by the end of the fiscal year.  


Can you just elaborate a little bit on that?  What happens when the projects are a bit larger when you order a bucket truck that goes into the next year to be delivered, cable laying that might be delayed, things like that?  Because I have not seen any work-in-progress on any of the continuity schedules.  


MR. KENNEY:  The bucket trucks, for example, we have not -- we may spec a truck.  We don't -- haven't been required to submit deposits, et cetera, for trucks.  We generally have always bought our trucks within the 12-month budget period.  So that has not been an issue for us.  


The projects -- and I think it is identified in a couple of areas in our evidence and in our application and some of the responses -- that we do sectionalize our jobs, and conversion jobs in particular down to annual type of programs where we can actually complete a feeder or a street or whatever sufficiently so that the job will not carry over to the next year.  Whereas then it takes several years to convert a substation.  I think the question that the Board Staff asked in 70 was how does this pertain to a new distribution stations and things like that.  We have not had a new distribution station installed in our system.  


Our main part of our capital in these areas are conversion-type programs, we are actually eliminating these type of stations.



So jobs are planned to be completed on an annual basis.  


MS. ARMSTRONG:  Thank you.  Going along.  Question 78, and that relates to regulatory cost, in particular to the LEAP cost, because in your evidence it didn't really very clearly state what portion was or what dollar amount was contributed to LEAP.  Furthermore, I would like to know what plans you have made now that LEAP has been postponed.  


MR. HOGAN:  The regulatory costs that we are proposing to recover are for more than just LEAP.  LEAP was just an example of the monitoring and the participation that Chatham-Kent Hydro would do in proceedings in front of the Board.  


Today, I would probably replace LEAP with the one that just came out this, I believe it was this week regarding the test year and the calendar year.  


So it was just one example of all of the activities that continued to happen in applications and proceedings, whether they're generic or individual, that Chatham-Kent Hydro needs to stay on top of.  We need to continue to participate in these applications in order to provide, you know, the best service we can for our customers.  


And I believe in (a) of question 78 where it has an increase of costs of $101,190, and that is the increased cost in the regulatory from 2009 and 2010, but $70,000 of that cost relates to this proceeding.  


So of recovering the $280,000, the estimated costs over four years is $70,000.  So the additional costs for Chatham-Kent to continue to participate in regulatory proceedings is about $30,000.  And as I mentioned, I believe we have had various IR responses, you know, that is an allocation of a body that will be in Chatham-Kent Utility Services and again that is in order for us to continue to monitor the activities that are going on at the Ontario Energy Board.  


MS. ARMSTRONG:  So do I understand you correctly that you did not have a specified dollar amount put aside for LEAP?  


MR. HOGAN:  We do not have a specified amount for LEAP, yes.  


MS. ARMSTRONG:  Okay.   Then do I understand correctly that you are not going to reduce that number due to the postponement?  


MR. HOGAN:  No, we will not.  


MS. ARMSTRONG:  Okay.  Thank you.  Moving on to monthly billing.  That is somewhat related to LEAP.  However, if you can just give me further justification to go ahead with monthly billing now that LEAP doesn't require you to.  


MR. HOGAN:  The decision to move to monthly billing, while it was partly related to the LEAP process, it is really being decided upon because it is something that a number of our customers have asked for.  I believe in our evidence we have some letters from some social agencies that work closely with a number of customers and that monthly billing is something that they believe - "they" being the agencies, as well as the customers - will assist the customers.


We also believe that, as well.  While we do offer budget programs and preauthorized payment programs, we do believe that a monthly bill is something that is much easier for many customers to budget and to manage.


One of the other benefits that we will -- that the customers will see through this monthly billing is the reduction in the deposits that are required.


It's a great challenge for us to ask customers for deposits, but it is part of what we can do, and we do apply the Board's rules when we do that.


When the bill is two months and you are asking for a deposit that is one-and-a-half times of that, that is a substantial amount.  So by going to monthly billing, there will be a benefit there to our customers.  When new customers or customers that have bad credit that -- will be required a smaller deposit, make it easier on the customers.


And one of the benefits that will happen this year is that we should be able to refund about $500,000 worth of deposits to the customers.  That will probably happen in the summer, and that is something that I believe the customers could use. 


And those are some of the additional benefits that we see for going to monthly billing.


MS. ARMSTRONG:  Now, as a benefit, do you see your bad debt expenses go down a bit?


MR. HOGAN:  Our review of that does not see bad debts drop, and part of the main reason of that is because we're required to refund a significant amount of the deposits.  Therefore, the relationship between deposits and the bills are the same.


Therefore, we believe the bad debt expense would be quite a bit similar.


MS. ARMSTRONG:  Okay, thank you.


Next question number -


MS. CAMPBELL:  Before we go, it was my impression that we didn't finish all of question 78, and I don't know whether there was just a rush to get to the next question, but I didn't hear an answer to 78(c), (d) or (e).  If you are able to answer those parts orally now, or not?


MR. HOGAN:  For (c), we are planning in Chatham-Kent Utility Services to hire one extra regulatory analyst or somebody in the regulatory area to monitor these programs, and the cost to Chatham-Kent Hydro is the allocation of the time expected for that employee.  So it is not a full employee.  It is just a portion of a body.


I believe (d), we are not going to update the forecast for 2010 for the regulatory costs.  We believe the costs that are in there are still fair and reasonable.


MS. CAMPBELL:  Can you explain how they're fair and reasonable if, in fact, LEAP has been delayed or postponed?


MR. HOGAN:  LEAP was one of the regulatory projects that we would be participating in.  So many a time -- it was just used as an example.  There is always different proceedings that go on at the Ontario Energy Board that impact us, Chatham-Kent Hydro individually, as well as from the whole industry.


This is for us to participate in those activities.  And, as mentioned, one of the ones that we didn't know we would have to participate in is the one that just came out recently where we are going to be looking at -- I may have it wrong, but the timing of the rate year and the calendar year, whether they should be the same.  


So there is always regulatory activities.  As I mentioned, it wasn't specific to the LEAP costs.  If we were going to do that, we would find those more in the customer service area, because they're the ones that are going to be delivering very different services.  


But in this category, it is just our work to continue to participate in the regulatory activities at the Board.


MS. CAMPBELL:  And so that answer really answers question (e)?


MR. HOGAN:  I believe so, yes.


MS. CAMPBELL:  All right.  Thank you very much.


MS. ARMSTRONG:  Okay.  So going on to 80, in response to a Board Staff IR, you indicated that you have six positions you are going to be filling rather than the five, which was the question.


And you have identified a new manager of connections in response to the IR.  I was just wondering if you can justify that position, since it wasn't in your original evidence.


MR. KENNEY:  Okay.  We are going to take a look at the evidence, but I can explain what that position is for.


First of all, the manager of connections will be required to further develop our asset management plan and coordinate and oversee connections to the grid primarily in the area of FIT and microFIT, and also especially focussing on large customers and becoming a liaison to large customers primarily in those two areas.


The primary duties will be those, mainly.  In addition to that, they will be communicating, providing guidance to customers in the areas of establishing their connection requirements, servicing customers and being involved in all of the new type of connections to our system.


The distribution system is changing with the introduction of the different way that power is going to flow in our system, and we feel we need some further expertise in this area to assist us in ensuring our system continues to be reliable and it is optimized properly and effective.


We need to also monitor our utility compliance with provincial regulations changing in the area of -- we could become NERC compliant, N-E-R-C, subject to having all of these generators connect to our system.  There may be further compliance the IESO may require of us.  


So we may need somebody to ensure that we have some expertise in those areas, also.  So those are the primary needs for that position.


MS. ARMSTRONG:  Okay, thank you.


MR. KENNEY:  Just one minute, please.


Yes.  We found the extra position is in the IR that we responded to the OEB on, so...


MS. ARMSTRONG:  Right.


MR. KENNEY:  But the total number has not changed.  The total number of staff for Chatham-Kent Hydro is still 44.


MS. ARMSTRONG:  Hmm-hmm.  Yes, I was just wondering why that wouldn't have been in your original evidence.


MR. KENNEY:  The number 39 is the problem in Exhibit 4, tab 2, schedule 6, page 4 of 10.  And that was a position that was included in that 39, but didn't get into our actual application.  So we have been planning that position for some time.


MS. ARMSTRONG:  Okay, that's fine.  Thank you.


MR. RITCHIE:  I will move on to Board Staff question 83.  This was with respect to the street lighting maintenance contract with the Municipality of Chatham-Kent.


In the response to Board Staff IR number 30, you basically had indicated that, first, you were going to discontinue the service because of ARC, but, now, because of changes in ARC, that the maintenance contract might be renewed.  


And I guess what we're really seeking here is:  Is there any sort of update as to whether or not this is -- you are going to be renewing it, whether there will be sort of like the revenues from the maintenance contract with the municipality.  You know, and whether there needs to be any update in your application to reflect this.  Because I believe you've got it outside of the year 2010.  


MR. HOGAN:  The costs and the revenue relating to street lighting maintenance is in our 2010 test year.  So all of the costs and the related revenue are there.  


MR. RITCHIE:  Okay. 


MR. HOGAN:  So we have it in there for 2010.  And are planning on and hoping to continue to provide the service.  


MR. RITCHIE:  Okay, thank you.   


MS. ARMSTRONG:  If I can go back just one more time to cost allocation, and I'm sorry I'm going back to it.  


I was just wondering about that standby class with the one customer.  


You were talking about the cost drivers being unique for that class.  Can you elaborate a bit on that?  What makes them so different?  


MR. CHARRON:  That particular customer, since they do have a significant size generator on site, they are required or we are required to operate that system through a mechanism or scheme they call NUG end protection logic or transfer trip.   


So additional equipment on the system.  


We have two feeders that can only feed them.  So we are limited in our capacity to transfer load because those feeders are specifically -- the protection and control and those feeders are specifically designed to accommodate that generator and any contingency that may arise in the event of an outage on those feeders and those generators are in play.  


So operating that generator is -- operating with that customer on the system does add a complication to the way we have to operate that system.  


MS. ARMSTRONG:  Okay.  Thank you.  


MR. VELLONE:  Just to clarify.  What question number was that we were talking about?  


MS. ARMSTRONG:  That is going back to 95. 


MR. VELLONE:  95?  Thank you.  


MS. ARMSTRONG:  Okay.  Going on to question 105 -- 


MS. CAMPBELL:  Excuse me, are we taking them in order?  I have down the next oral is 86, regarding account 1525.  Let's move on to question 90, Keith.  


MR. RITCHIE:  Yes.  Question 90.  This is also referring back to a Board Staff IR No. 54 and it is about account 1570 and, in particular, the costs that are being recorded for a new IESO potential requirement review in 2005.  


I guess in this one, in particular, we are trying to seek what was the need for -- of this particular review and, again, any specific approval or direction from the Board for requiring the costs to be tracked in the 1570 account.  


And you know that basically, you know, how these costs would, in fact, qualify under Article 220 of the Accounting Procedures Handbook.  So I don't know if you can provide some further explanation here -- 


MR. ANTONOPOULOS:   For those of us that haven't seen it in the record, how much are we talking about here?  How much is in this account?  


MR. RITCHIE:  The amount for -- it is $13,100 for the 2005 costs, as noted in IR 54.  


MR. HOGAN:  The costs themselves were -- the prudential or review that we needed to do, we have to provide security to the IESO each year so that is what those costs were incurred for.  


As far as the rest of the answers, I am going to have to go back and provide the answer for them 


MR. RITCHIE:  Okay, thank you.  


MR. ANTONOPOULOS:   Jim, as I am sure you appreciate that this is not a lot of money but our concern is the 1570 is a specific account that has been closed, so from a record-keeping perspective there is a minor issue there.  


The issue with the quantum, you know, is -- I guess we will leave it for submissions as to whether it is recoverable or not.  But anything you could clarify in the written response would be helpful.  Thank you.  


MR. HOGAN:  Yes, we will.  


MR. RITCHIE:  I guess I will try to quickly move on.  I think the next one is Board Question No. 93.  This is trying to look at the implications of smart meters on your cost allocation study.  


This is probably a fairly general type of issue.  As we have noted from your evidence, you have, in fact, deployed nearly all of your -- I think actually all of your residential smart meters have been deployed.  In fact, the majority of these, in fact, have been reviewed and approved by the Board and are reflected in the rate base going in for 2010 while -- as a result of previous applications and Board decisions.  


In this particular application there are your GS under 50 and the other smart meter costs, which are still in the -- being tracked in the accounts 1555 and the O&M in account 1556.



Your response was that the smart meters that have been approved and have been moved over to rate base, in fact, are reflected in the cost allocation study.  So this, in fact, is in the residential class, but the ones that have not yet been approved are in -- still in the 1555 and are not reflected in the cost allocation.  


So we are just wanting to get some understanding as to whether this introduces -- and again the technical term, the technical term of "bias" into the cost allocation results.  You know, because you actually have got all of your smart meters in the assets for the residential class.  You do not have them in for the other classes.  


MR. HOGAN:  The smart meters that are currently in net fixed assets, they're there for the rate base.  I believe in the cost allocation model -- and we would have to go back and check this -- we would have allocated those fixed assets to the residential class because all those at that point were to the residential class.  So I believe we have managed that correctly for the smart meters for the residential class and those are in the cost allocation model and will be part of the base rates.  


I have to think about the treatment of those in the deferral account.  They're in the deferral account and we are trying to find a way to recover those.  And I believe to go in a similar fashion, we should try and recover those costs from whoever the drivers are, and I believe in our smart meter, what's left in the deferral account are mostly the small general service, so hopefully we would recover those costs from them.


But, again, I have to go back and take a look and think about this -- the question here a little bit further.


MR. RITCHIE:  I think, also, it is not only with respect to the smart meters themselves, but, again, if there is any allocation of more common costs between various classes where you might, in fact, have -- you know, you've got now the regular assets, plus you've got smart meters for the residential, but for other classes you have just got the regular assets, whether this sort of, again, results in a biased allocation.


MR. BACON:  We are going to have to go back and check it to make sure.  But when you allocate the "meter" category within the cost allocation model, you allocate it based on the meters that are being used.  So hopefully we have been able to reflect the smart meters of the residential class, but we will have to go back and look at that.


There is a challenge with the cost allocation model being -- there are many challenges with the cost allocation model, but one being -- and it is sort of -- it's not Chatham-Kent's issue, but the fact is, with smart meters, it is a new category and it is a new account.


And the cost allocation model isn't really well designed, and I guess I can blame myself for that, but isn't well designed to put new accounts into it, okay?


So, for instance, by definition, having this smart meter account and allocating it properly to classes is a bit of an issue.  So...


MR. RITCHIE:  I think, really, this isn't trying to ascribe any sort of blame to anyone, but particularly because Chatham-Kent is, I guess, advanced in terms of the smart meter and in requesting the disposals --


MR. BACON:  Right.


MR. RITCHIE:  -- that this is almost a new issue, in terms of seeing, you know, where we are almost half way in the thing and whether this does have maybe some unintended consequences.


MR. BACON:  I guess we will take a look at it.


MR. RITCHIE:  Okay.  Okay, I will move on to the question 94.  This is about the intermediate class and, in particular, about Chatham-Kent's proposal to eliminate the large use class and that if a customer that was in that class would in fact qualify to be moved up to large use, or if there was a new customer that was to come into Chatham-Kent Hydro's service area in the interim, your proposal is that those customers would continue with the intermediate rates, while the DSC section 2.5.1 really sort of, I think, is suggesting or requiring that there be an annual review on this, and that really, if there was a customer that needed to be reclassified as large use or came in and should be classified as large use, the expectation would be that the utility would propose an appropriate large use rate.


So I guess we are trying to, on that one, get a further explanation of the response that was provided to Board Staff -- to Board Staff IR 37(c).


MR. HOGAN:  My understanding of what we would be required to do if a customer -- if we did not have a large user rate, and after this rate application, if our proposal goes through, we would not have a large user rate.  And if a large user came on, my understanding is we would have to do a full cost of service again and allocate the appropriate costs, and come forward with the allocation revenue requirement, and everything else, in order to come up with a rate for that class that is appropriate.


So before we would have the ability to do that, we would put the customer, in the interim, into the class that is closest, and right now what we are proposing, it would be the intermediate class.  


So it would really be a spot for the customer to be until we go and do the next rate application, because -- and the full cost of service and do the allocation to come up with a separate rate.


MR. BACON:  I think, Keith, our interpretation of the DSC is that if there is a rate class to go into -- a large use rate class to go into, then we would put them in there.  If they went above the 5 -- if this proposal goes forward, the large use rate class will not be there.


Now, the next question I expect would be, Well, why don't you maintain the large use rate class?


The problem with it is when you maintain it, you have to put some revenue in it, but we don't have anybody to collect it from.  So that's our challenge, is that if, by chance, you thought there might be a case down the road where the large use class would need to be used, and if the Board would allow us to have the rate but not assume any revenue in it, then that is appropriate.  


But to put revenue in there that you are not going to get is a bit difficult at this time.


MR. RITCHIE:  I guess the opposing part of it is, again, like, you know, do we want to invite sort of, like, rebasing and cost allocation in advance of, like -- you know, say a new customer was to coming in 2012 and in advance of when Chatham-Kent Hydro would normally be expected to come in rebasing under the various schedules for IRM.


MR. BACON:  Right.  And that's another possibility.  


MR. RITCHIE:  Okay.  I guess maybe it might be -- maybe in this one it might be worthwhile just if you can provide a written response, and just think about this one and reflect it in your response in addition to this, but I think it has been helpful.


MR. ANTONOPOULOS:  Jim, do you have a preliminary plan for when the next rebasing may occur for Chatham-Kent?


MR. HOGAN:  It is a four-year schedule, so I believe it would be, like, 2014.  We don't see any -- at this point, anyways, we don't see anything different other than that.


MR. ANTONOPOULOS:  Okay, thank you.


MR. RITCHIE:  Hopefully just a few more, and I appreciate everyone's indulgence on this, and I will ask the intervenors at the end if they have any further.


I will move on to Board Staff 105.  This is dealing with capital expenditures.


I guess in this one what we noted, in the response to an Energy Probe interrogatory, that there is a capital equipment increase in 2010, and part of it was dealing with this piece of equipment to locate primary faults.  But basically your explanation is that this failed late in 2008.


So you sort of, you know -- and it was beyond when you could fit it into your 2009 budget, so you sort of made do in 2009, and now you have put it into 2010.


And I guess we are just trying to understand why this approach was sort of taken by Chatham-Kent on this, you know, why you wouldn't sort of just reprioritize some of your things for 2009 if this was really essential for safe and reliable operation of your system in 2009. 


MR. KENNEY:  This equipment is very sensitive and takes time to spec the equipment out.  It takes time to determine exactly what your needs are.  


It's not equipment that you can order off the shelf, necessarily.  And it took us time to determine the type of equipment.  So when we say we, rather than reprioritize, it actually, the issue is we needed to take our time to make the right purchase and put some interim steps in place by either contracting somebody in to do the -- if required, to do the fault locating for us when we couldn't manage it with the staff we had at the time.  Not necessarily staff, but the type of equipment we were using in lieu of this equipment.  


So we were using older equipment.  We needed to -- the issue is it is very unique.  It took time to decide what type of equipment we wanted and then find the right vendor to order it from.  


MR. RITCHIE:  So did that result in any -- so would that have resulted in increased OM&A costs in 2009?  


MR. KENNEY:  No.  


MR. RITCHIE:  Okay.  I think that is the questions, although -- 


MS CAMPBELL:  Excuse me, no.  I have down question 111, the OM&A cost drivers.  


MR. RITCHIE:  Oh, okay.  


Well, I guess we will deal with that one and then I also want to have a follow-up on 115 on the depreciation.  


Board Staff question 111.  This is dealing with OM&A cost drivers.  


Basically it is referring to a SEC, IR Response No. 5.  The way that Board Staff reads the response, most of the cost drivers identified for 2009 and 2010 are permanent.  


I guess, again, a theme that we've asked in some other questions, what efficiency gains, what productivity improvements are there that associated with these costs and how are these reflected in the 2009 and 2010 forecast?   


MR. HOGAN:  When we're looking at the IR response and the many drivers that we have there, we would like an opportunity to provide additional information, written, on that as far as an answer.  But overall what we try and do at Chatham-Kent Hydro, we do look for efficiencies all the time.  


Some of them being, you know, with the smart meter solution, we are looking at a few different things.  And one is in our application today, it's for the disconnect switches.  So we're looking at the technology that we have and we're trying to use it further.  


Dan Charron and his group are looking at different ways to use the GIS system.  In our billing and collecting area, when we have the billing and collecting costs and looking at the increasing costs for monthly billing, we also identified in there that we are going to reduce one body, where when we look math and then look at the detail of what the activity is going to be for that, you know the staff feels, you know, there's one extra body in order for us to accomplish what we need to do, but from a management perspective, we've gone back and have asked the staff to try to do things a little bit differently.  So we are always looking at finding efficiencies. 


We have also upgraded our CIS system and that is one of the reasons why I believe we will be able to see that one body synergy when you look at the details of the monthly billing calculation.  So that is just kind of high-level some of the activities that we try and look at and we would like to go back and bring forward further information to assist in this answer.  


MR. RITCHIE:  Now, I guess on part of that, like you have also been talking about increasing your staffing as well.  


So -- and I think we are talking about a staff level of about 38, 39.  So I guess it is, you know, a savings of one staff, but offset by other increases in staff, and I recognize that some of these are for succession planning, but it's -- it may not seem like a lot.  You know, if I was to take 1 out of 40, you know, that's 2.5 percent.  


MR. HOGAN:  We do continue to work, as I mentioned, find some synergies and to keep our costs lower.  


I would also like to make mention that the PEG report and Chatham-Kent Hydro being number 2 in the province and quite high in our group.  So we have been recognized as being one of the low cost utilities and we continue to do that. 


I agree there are some costs going up and we are doing the best we can to manage them.  


The succession planning is one of the biggest things that our industry has to deal with, and we are dealing with that, as well.  


Four or five of the bodies, new bodies that we are doing is because people are going to be retiring in the next few years, and if we don't have them, then we are going to have a distribution system that is not going to be very good.  


So we do look at different ways.  As I mentioned with the smart meters, we are looking at you know there's something there that we are trying to take you to the next level.  We are trying to use that information to do some different things.  


It takes a little bit of time and it still takes a little bit of additional investing.  


I believe one of the positions that we have in CK Hydro is a technician or technologist because we have all of this data now and we need to start using it.  So it's going to take a little bit of investing, getting an extra body here so as we go forward, we will be able to find more and more synergies and continue to be one of the low-cost utilities.  


MR. RITCHIE:  Okay.  I will probably touch -- I said depreciation.  One other area, too, if I just might ask.  


One, I will first touch on the depreciation area.  


It is related to the 115.  And I guess it is trying to get some further understanding of depreciation expense, and, again, compliance with the Board's policies and guidelines on the depreciation expense area.  


On this, I am going to refer actually to the evidence, both to Exhibit 2, tab 2, schedule 5 and also to the Exhibit 4, tab 2, schedule 7.  


MR. HOGAN:  Keith, are you able to repeat those for us, please?  


MR. RITCHIE:  Okay I am looking at both the variance analysis of accumulated depreciation, so this would be Exhibit -- actually I am looking at the accumulated depreciation tables.  Tables 2 -- well 214, which is exhibit 2, tab 2, sorry, schedule 4.  


I am looking at Exhibit 4, tab 2, schedule 7.  And this is going to be tables -- table 4-23, 4-24, 4-25, 4-26 and 4-27.


In part, this was -- these latter tables in Exhibit 4 is what was leading to the discussion earlier about the change in the remaining life of the smart meters.  But what we were trying to look at, when I was examining this schedule, versus the accumulated depreciation and really the change in the accumulated depreciation from year over year.


I will note that there seems to be differences in the year-over-year variance in the accumulated depreciation in table 2-14, and it doesn't match with the depreciation expense that is shown in tables 4-23 to 4-27.


As a specific example, table 2-14 shows the variance - and again, these are small numbers - for the 2010 test year over the 2009 bridge year of about $4,119,278, whereas the depreciation expense, if I can get back to where I had it marked, was -- you were showing as $3,815,361.


There's other differences in between the tables on the years.


MR. BACON:  I think I might be able to help.  I'm not sure.  Do you want me to try?


MR. HOGAN:  Sure.


MR. BACON:  Okay.  I suspect it is disposals but I might -- these tables should all work together.  So the continuity, fixed asset continuity schedule -- I am looking at table 2-7, which is in Exhibit 2, tab 2, schedule 1.  And the additions - or we call them additions to accumulated depreciation, which is obviously depreciation - I believe is consistent with the numbers in table 4-23.


But the accumulated depreciation includes disposals, and disposals are not in 4-23.  They're only -- it is only depreciation.  Does that make some sense or...


MR. RITCHIE:  It is normally what I would expect.  Again, it's been very hard to go through some of these numbers, particularly with the changes in the remaining life on a number of these -- on these things.


MR. HOGAN:  That was what it looks like to me as I look through it and what I would expect -- 


MR. HOGAN:  We will, because there is so many schedules.  We will gladly go back and provide the reconciliation between those schedules.


MR. RITCHIE:  Okay.  I guess moving to -- I will just refer back to Exhibit 4, tab 2, schedule 7 and page 1 of that exhibit.


In the second bullet, you are basically saying that you normally take a full year's amortization, and then you add assets, but you have used the half-year rule for 2010.


So do I have that under -- understand that part of your evidence?


MR. HOGAN:  Which section, again, please?


MR. RITCHIE:  Exhibit 4, tab 2, schedule 7, page 1.


MR. HOGAN:  That is what the -- that's what the evidence does say, is that we take -- normally take a full year, but for the application, we have done half-year rule for 2010.  But I need to go back and check and verify that that is correct.


MR. RITCHIE:  I guess on a going-forward basis -- like, I am thinking particularly the Board did issue a decision on Greater Sudbury Hydro on their 2009 and basically did direct the utility to use the half-year rule, and I believe on a going-forward basis.


So I guess I am just wanting to get Chatham-Kent Hydro's views on, you know, whether they would intend on following that type of policy going forward or...


MR. HOGAN:  I believe we would use that on a go-forward basis, yes, but I will go back and check to see what it is that we are actually doing.  I will need to verify that, please.


MR. RITCHIE:  Okay.


MS. CAMPBELL:  All right.  It looks like, for those of us who are absolutely ravenous, it is now time that we can actually enjoy our lunch.  But before we go, I would just like to confirm something...  Oh, damn.  Are you kidding?


[Laughter]


MR. ANTONOPOULOS:  It is the old HST.  I forgot to ask about it.  I don't know if it has been asked on the record before or not.  Is there a projection of savings that may flow from the implementation of HST on July 1st; that is, the PST that would normally have been paid after July the 1st and what you end up possibly remitting to the government?  


Is there a forecast an O&M and capital that you could provide us?


MR. HOGAN:  The reduction in O&M and the reduction in capital; is that what you are referring to?  


MR. ANTONOPOULOS:  Yes. 


MR. HOGAN:  I believe we answered that in one of the IRs, so it is in the record somewhere.


MR. ANTONOPOULOS:  Jim, what's the company's views on establishing a variance account if the Board were to reduce the revenue requirement for those amounts?  Do you think it is worthwhile establishing a variance account to true it up for what is actually spent, I guess?


MR. HOGAN:  Our thoughts are the estimate that we brought forward in the evidence should be enough, in our case.  We believe it is a reasonable number, and the additional administrative work to set up another deferral account, keep track of it, and then come back and be part of another process, we do not feel it is worth doing that.  


MR. ANTONOPOULOS:  Okay.


MS. CAMPBELL:  Does anybody else have any other questions, she said in a really inviting tone of voice?


[Laughter]


MS. CAMPBELL:  But just before we stop this in about 30 seconds, I would just like to confirm an understanding we probably all have.


There were approximately 45 questions, written questions, given by Board Staff yesterday.  During our time today, it has been indicated that a number of them are going to be answered in writing.  Some of them have been answered orally, with promise of further supplementation in writing.


I want to put on the record Board Staff's understanding, and, again, I could just be clarifying, I hope, what I think is the understanding here, is that in some form or another Board Staff would like an answer to all of the questions that are contained in the document that was sent yesterday.


If it's been answered orally and completely, and you are pleased with the oral answer, that is fine.


If you feel it should be supplemented when you read it, please feel free to do so in writing.


For anything else that was not asked or that is clearly indicated to be answered in writing, please ensure that it is answered in writing.


Again, I want to stress that when you look at the transcript from this, you may, in answering and in reviewing your answers, decide you should have said more, there should be something you would like to change, because, upon reflection, it could have been clearer or you forgot something, please feel free to do so.


The purpose of this is to get as much information and evidence as possible to assist both in a meaningful settlement and in a meaningful hearing.


So subject to anything else that anybody else might have to say, let's go eat.


Thank you very much.  We are adjourned.


MR. RITCHIE:  Thank you. 


--- Whereupon the conference concluded at 1:09 p.m.
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