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Wednesday, September 22, 2010

--- On commencing at 9:30 a.m.

MS. HELT:  Good morning, everyone.  We might as well get started.

My name is Maureen Helt, and I am Board counsel with respect to this matter.  This is the technical conference in EB-2010-0133 in the matter of an application by Hydro Ottawa Limited for an order approving just and reasonable rates and other charges for electricity distribution to be effective January 1st, 2011.

With me on my immediate right is Daniel Kim, Board Staff, and next to him is Neil Mather, who is the case manager with respect to this matter.

For the parties' information, this technical conference is being transcribed.  However, it is not being broadcast.  In addition, you will note, particularly for the witnesses if you have not been here before, there is in front of you a green button, so I would ask that when you are answering your questions, you push that button and a little green light will come on.  And when it is on, that means that the court reporter will be able to hear you, and then properly transcribe all of your answers.

It is my understanding that certain parties have actually filed questions in advance.  These questions have been provided by Board Staff, Energy Probe and by VECC.

We have put these questions into a package of material, and I believe all of the parties have their own versions or copies of the questions.  And I would like to have marked as Exhibit KT1.1 the questions from the Board, Energy Probe and VECC as one package.
EXHIBIT NO. KT1.1:  PACKAGE OF QUESTIONS FROM THE BOARD, ENERGY PROBE AND VECC.

MS. HELT:  It is my understanding that there are no administrative or procedural matters to deal with at the outset of this technical conference, so I would suggest, then, that we get started.

Could we first have appearances, please?
Appearances:


MR. CASS:  Fred Cass.  I'm sorry.

MR. ZWARENSTEIN:  Edik Zwarenstein, Board Staff.

MS. AZAIEZ:  Leila Azaiez, Board Staff.

MR. SHEPHERD:  Jay Shepherd, School Energy Coalition.

MR. HARPER:  Bill Harper, consultant for VECC.

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

MR. CASS:  Fred Cass, counsel for Hydro Ottawa Limited.  It is also my intention, Maureen, to introduce the witnesses at an appropriate time.  I am not sure whether you want me to do that now, or if there is anything to be done before that.

MS. HELT:  Thank you.  Perhaps after the appearances.

MS. GIRVAN:  Julie Girvan, Consumers Council of Canada.

MS. HELT:  Please proceed, Mr. Cass.

MR. CASS:  All right.  The witnesses here today for Hydro Ottawa Limited, starting with the person closest to me, I will introduce in order.

First we have Michael Grue, who is the treasurer.  Next to him is Geoff Simpson, director of finance; then Jane Scott, who is acting director, regulatory affairs; Bill Bennett, director, distribution asset management; and Roger Marsh, director, metering and electricity revenue.
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MS. HELT:  Thank you.

In discussions with counsel prior to the technical conference commencing, it is my understanding that Mr. Harper has volunteered himself to proceed first with his questions.
Questions by Mr. Harper:


MR. HARPER:  The questions have been prefiled and been given an exhibit number, but I think for process purposes, it is probably just as easy if I read each of them into the record or paraphrase them in some way, and then you can respond to them accordingly.

The first question I have deals with your response to Energy Probe 15(b), which I guess is that is your tab C, Interrogatory No. 15.

It was really the last sentence in the response to part (b), which basically reads:
"However, based on the actual impact of PST on 2007-2009 capital, as reported in the response to VECC #33a, it now appears that the reduction proposed for 2011 also incorporated the impact of the HST saving for the half year in 2010 and the use of a deferral account will not be required."


I guess I understand your original proposal was to have a deferral account capture the second half -- the impact of the HST for the second half of 2010.  I just wanted to clarify what you meant by this, whether you are going to continue to have that deferral account or not have that deferral account based on this response, if you could just clarify what your position is now?

MS. SCOTT:  Sure.  The simple answer is, no, we are still planning to have the deferral account, but just a bit of clarification.

The deferral account would be for the PST/HST impact that is in the 2010 rates, as opposed to the impact on the 2010 capital that carries over into the 2011 rate base, which is what we were referring to in the answer to your VECC 33(a).

So the deferral account would be for the revenue that -- the additional revenue we are collecting that we shouldn't be, because of the implementation of HST on July 1st in 2010.

How we deal with what we've put into the budget for 2010 capital expenditures that carries over into the 2011 rate application or rate base is not handled through a deferral account.

MR. HARPER:  And I guess so clarify.  What you're saying here is that is handled by actually adjusting the capital expenditures for 2011 in order to acknowledge sort of the HST input credit you are going to get?

MS. SCOTT:  That is correct.

MR. HARPER:  Okay, fine.  Thank you.

My next question has to deal with your response to VECC 13(a).  And in this IR, basically what we've done was asked you for the sort of the capacity requirement forecast you would use for planning purposes in Ottawa when you are planning sort of what additions were required for transformation in the different regions of the province.

What we noted in going through the response was that basically between 2009 and 2011, and even going on after that, the loads were basically increasing.  On every single transformer the forecast was increasing.  At a high level, maybe just I think in your central region, 2009 to 2011, the overall increase was 4 percent.  I think in the eastern region it was about 4 percent, and in the western region it was closer to 8 percent.

What I was trying to do was reconcile those forecasts of between 4 and 8 percent on a regional basis you are using for plan purposes with the forecast -- load forecast you are using for purposes of forecasting revenue, because when I look at that, the 2009 to 2011 forecast, before I adjust for CDM it is just a little over 2 percent in terms of the increase as opposed to the 4 or 8 percent you are forecasting here.

I was wondering if you could reconcile those two.

MS. SCOTT:  Yes.  They're really two different forecasts, one for the load forecast for the revenue purposes, which uses the weather normal.  The other one is for capacity planning.

They tend to use -- well, they do use extreme weather.  So the peaks are higher than under normal weather conditions.

MR. HARPER:  I understand why the peaks would be higher.  What I don't understand is why the growth rates are so much higher, because I would expect that to some extent your extreme weather forecast is predicated on your normal weather adjusted for what might be extreme weather conditions.

So I can understand why the number is higher.  What I don't understand is why the growth rate is so much higher.

MS. SCOTT:  I think one of the reasons could be that what we're finding with CDM is that the peaks are getting peakier and the impact of CDM on the peaks is hard to determine at this point.  So we are...

MR. HARPER:  The problem I have is when I framed the question, it was before -- the load forecast I was referring to was to the peak forecast, even before you removed the CDM impacts.

Maybe the simple thing is:  Is there any link or do you use two totally different forecasting approaches to forecast the capacity requirements versus the load forecast for revenue requirements, or internally is there some link that bases both of those forecasts on some common underlying forecast?

MS. SCOTT:  My understanding is that they're two different forecasting methods for two completely different purposes.

MR. HARPER:  And then there is no attempt internally, at all, to sort of reconcile the difference between the two?

MS. SCOTT:  We look at them, but -- in context with each other, but don't try and make sure that they match, because they are for two different purposes.

MR. HARPER:  Do you see where I have a problem in terms of the -- your -- because your capacity forecast basically triggers your need to add a new capacity to the system, which basically triggers capital spending which gets included in revenue requirement, and then the revenues were using -- the loads we're using to recover that revenue seem to be growing at a considerably slower rate than the loads you are using to trigger the costs that are going into the revenue requirement.

MS. SCOTT:  I recognize that, yes.

MR. HARPER:  Okay.  Do you see any way of reconciling this either in the short term or the long term?

MS. SCOTT:  As I said, because they're for two different purposes, I can't see any way of reconciling them at this point.

MR. HARPER:  Okay.  Thanks.  I think that is about as much information as I can get on that one.

The next question I had had to do with Interrogatory VECC 15 (f), and I think this is fairly -- should be fairly short, I think.

In the question, we had asked you for some information in terms of the planned number of kiosk and pad-mounted transformers that have been budgeted for replacement in 2010 and 2011, and compare that with the historical levels.

And what we got in the response was the historical numbers.  What I didn't seem to see in the response was the forecast number of replacements for 2010 and 2011.

Now, in your application, I thought I was picking up numbers in the range of 15 to 20 per year, and I just wanted to confirm that my understanding was correct.

MR. BENNETT:  Yes.

MR. HARPER:  Okay.  Fine.  Thank you.

Can you turn up -- the next one is VECC 31 (e).

And here, I mean, in the evidence you had provided some historical information on the number of planned subdivision proposals each year.  In the interrogatory, we had asked you to update that for more recent experience, and you provided some information for the first two quarters of 2010.

And you noted -- I noted that the -- both the number of subdivision proposals circulated and the kilowatts associated with those were substantially higher than the first two quarters of either of the previous three years.

I went back and looked at your forecast, and it seemed that your forecast to some extent had been based on historical experience.  And I was wondering if, whether based on this experience you have seen he through the first two quarters of 2010, whether in your view, your current forecast for spending in this area, capital spending in this area for 2010 and 2011, you still felt it was appropriate.  Or whether there was likely to be increased spending in this area, in 2010 and 2011.

MR. BENNETT:  The plans of subdivision give some indication of the volume of work that's to come.  The plan of subdivision typically precedes the actual work by at least a year, maybe longer depending on how long the developers hold them, and then the actual construction takes place and of course then the load comes on.

So 2009 was quite an anomaly, in the sense that they held a lot of plans of subdivision.  We didn't think there would be as much work in 2009.  In fact, the work carried on fairly steadily.

2010, we are projecting to be under budget, 2010 on subdivision activity, which would reflect the fact that there were lower plans of subdivision in 2009, if you look at that lead.

And we're still projecting the same for 2011, the same as we budgeted for 2011.

MR. HARPER:  So the fact that, you know, like, if I look back at the historical numbers, I have historical loads, estimated loads in the first two quarters for 2007 of a little over 5,000 kilowatts, 2008 a little over, you know, close to 7,000, and then well over 9,000 kilowatts for 2010, which would suggest to me that you are -- given your one-year lag, you are looking at perhaps, you know, a considerable increase in the load associated with subdivisions coming on-line one year later, which would be 2011, which wasn't in the original forecast.

So I am still having some difficulty with matching up what you said about the timing with your view that that sort of activity for 2011 is going to be as originally planned.

MR. BENNETT:  Well, the timing, if you look back to 2008 and 2007, those loads are the loads that are coming on now, in 2010, for example.

So 2009 slowed down.  2011 is going to see that slowdown, in the sense that the plans of subdivision that went through in 2009 will actually be constructed in 2010-2011, with the load coming on in 2011, 2012 likely.

MR. HARPER:  So there is more of a two-year lag than a one-year lag in the process?

MR. BENNETT:  It depends how quickly they want to move.  So for example, in 2007-'08, they were moving fairly quickly on plans of subdivision.  It slowed down for a period between, I would say, the end of '08 and the beginning of '09, picked up again the back half of '09 and has been sort of steady in 2010.

But again, once the places are built, then you got to get people in them, so...

MR. HARPER:  Okay.  Fine.  So I guess based on this activity, you don't view any need to sort of change the -- change your forecast and number of customer connections you are anticipating for 2011?

MR. BENNETT:  No.

MR. HARPER:  If you could turn up VECC 38 (a), please, here, we were asking you to some extent about the impact you had forecast for CDM on your load forecast and what was included in the results of your regression analysis model, and therefore what external adjustments you had to make.

And the response to part (a), I believe you indicated that you agreed with me that you agreed with the premise in the question that there would have been some CDM captured in the actual data that you have been using up to early 2010.

And you characterize that probably as the natural conservation, but not reflecting any other programming CDM.  That was what you were making your adjustment for.

I guess what I was wanting to follow up on was to some extent the actual loads you got for -- through 2005, all the way back to 2005 through 2009.  You had conservation programs going on, like, actual programs in Ottawa Hydro going on over that period of time?

MS. SCOTT:  Yes, we did.

MR. HARPER:  So the actual loads that you were using in your regression analysis would have been impacted not only by the natural conservation, but by the results of those particular programs you have been running for those five years or so?

MS. SCOTT:  Yes.  And I agree they would be included.  In the answer to the interrogatory, when we said that it cannot possibly incorporate the significant targets, I was referring to the new -- the Minister's directive targets, the new targets we're getting in '11.

MR. HARPER:  Right.  So the --

MS. SCOTT:  Yeah.  So that the inclusion of our existing programs, CDM programs, does work its way into the regression, but that wouldn't capture the aggressive targets that are being added on in '11.

MR. HARPER:  But to the extent the loads are trending down over the last five, six, seven, eight, nine, the last five years of the actual data you have been using, that would impact, and they have been trending down in part because of the program CDM you have been obtaining, that would impact on the results, on basically the model estimation results that you are coming up with.

Inherent in your results would be an assumed trend for program-related CDM as well as natural conservation, would there not?

MS. SCOTT:  Yes.

MR. HARPER:  So, you know, and I can take your point that the targets you've got now are much more aggressive than you have been dealing with in the past, but to some extent my premise is somewhat even that target would be captured by the model and by the fact we have just agreed that the model picks up some of the programming of CDM.

So would you agree there is probably not a total overlap, but there is probably some overlap between your CDM adjustment and what your model results are coming up with?

MS. SCOTT:  I would debate that.

I think what is captured in the model is a continuation of the ongoing programs.

What we've done the adjustment on for the CDM is the net, is targets we have to meet which are net.  So there's some -- if anything, the gross would be higher.

So I certainly would defend doing that adjustment on the CDM for the total targets, in addition to the -- what is captured in the regression.

MR. HARPER:  Well, I guess that is a matter for argument and we'll --

MS. SCOTT:  That's right.

MR. HARPER:  We will leave that for now.

And I guess –- and unfortunately, I don't have the exhibit reference, the actual exhibit reference, but I think in your original evidence, you had been using a figure of 767 gigawatt-hours as the provincial savings value for 2010 from CDM, and you were estimating a savings related to Hydro Ottawa specifically of 47 gigawatt-hours?

MS. SCOTT:  For 2011, yes.  Yes.

MR. HARPER:  For 2011 or 2010?

MS. SCOTT:  I think I would have to look it up.  Subject to check, I think, yeah, the total is 120.  So 45 plus 75, I think, so 45 for 2010, yes.

MR. HARPER:  So I guess I was wondering if you could describe more fully what that 767 sort of provincial savings value was.

And, specifically, is that for the province overall, or is that the savings just the LDCs are expected to get?  What is the basis for it?  How is that 767 gigawatt-hours derived?

MS. SCOTT:  It came from the provincial target.  When we prepared the rate application, we didn't have the official targets and we were working from a spreadsheet, which I can provide, if you would like.

I do have a printout from it which shows the provincial targets we were working from at that time, if you want me to provide it.

MR. HARPER:  I think that would be useful, if you could provide it.  I mean, we're sort of dealing almost second-hand on information that has been provided by the OPA, and you are relying on this to sort of provide your CDM targets, so I think it would be useful if we had the background information filed.

MS. SCOTT:  There's two sheets.

MS. HELT:  We will mark that as KT1.2.
EXHIBIT NO. KT1.2:  Spreadsheets.

MS. SCOTT:  If you would like the Excel spreadsheet filed, I would have to do that electronically.

MR. HARPER:  Yes, if you could file that electronically, I think that would be useful.

MS. SCOTT:  Just a word of -- not caution, but this was used by the working groups of the EDA and the Ministry and the OPA when they were initially trying to determine how they were going to divide the targets up among the LDCs.

So it's not necessarily the most up-to-date one, but it was what was available at the time.

MR. HARPER:  I guess let's put it this way.  It is more up to date than what is in the IPSP, but it may have evolved since then?

MS. SCOTT:  You will see it uses information from the IPSP.  Like, it starts from there.

But from this spreadsheet, the gigawatt-hour target that we came up with for Hydro Ottawa is fairly close to what came out of the Ministry directive.

The megawatts, actually, what came out of the spreadsheet was slightly lower than what the final Minister's targets were for Hydro Ottawa.

MR. HARPER:  Okay.


MS. HELT:  Sorry, just for the record, then, we will have an undertaking that you will file the Excel spreadsheet, and we will have that noted as JT1.1.
UNDERTAKING NO. JT1.1:  TO PROVIDE Electronic copy of K1.2

MR. HARPER:  I think Hydro Ottawa just passed around one sheet of paper, too, Maureen, as well.

MS. SCOTT:  There is two pages, and they represent one page from the spreadsheet.

MS. HELT:  That is marked as Exhibit KT1.2.

MR. HARPER:  Thank you.  Sorry, I missed that.

MS. HELT:  That's all right.

MR. HARPER:  I found a reference to the actual evidence.  It is at Exhibit C1, tab 1, schedule 1, page 7.

MS. SCOTT:  Yes, yes.

MR. HARPER:  And, actually, that was where I got the 767 gigawatt-hours for 2010, you can see.  And, as you mentioned, the total for 2011 is 1,211 gigawatt-hours.

MS. SCOTT:  That's right.  And that is provincial, and you will see that that comes off of this sheet that has been handed around and it is on the spreadsheet.

MR. HARPER:  And I can see where that ties in with the LDC aggregate targets which we have been talking about in terms of how the portion of the contribution from Hydro One was -- excuse me, from Hydro Ottawa -- too many hearings going on at the same point in time -- was determined.

What I was curious about was the other major line, and that was codes and standards, and there is a significant amount of gigawatt-hours associated with that for 2011, as well.

I was wondering, do you know what is the basis sort of for the 534 gigawatt-hours that is associated with codes and standards for 2011, which, again -- I guess, which you are assuming 6.2 percent of that is CDM savings for Hydro Ottawa in that year?

MS. SCOTT:  That's right.

The basis for it was the spreadsheet that was provided by the OPA.

MR. HARPER:  Okay.

MS. SCOTT:  Yes.  And so my assumption was that, in addition to our targets, the codes and standards and the other influences would affect our load, as well, which is why --

MR. HARPER:  Using the percentage as what was used to sort of divvy up the LDC target portion?

MS. SCOTT:  That's right.

MR. HARPER:  Excuse me just a minute.  I am departing from my script a little bit, and I want to see where I am in the process.

So if I go to, actually, VECC interrogatory 38(c), this may actually be apparent from the spreadsheets when I read them, and I apologize if it is.  You've got a table 1 here which is titled "LDC CDM Preliminary Targets".

You've got the IPSP number, which we have talked about.  You've got an updated near term IPSP projection, and you show values for 2009 and 2010.

And will the value for 2011 be in the spreadsheets that you circulated to us?

MS. SCOTT:  Yes, yes.

MR. HARPER:  Okay.  So I can get that value out of there if I want to understand how the next column, if there was another column in this table, would have looked like.

Just to understand, this was 1,852 gigawatt-hours for 2010, which is the IPSP near term projection.  Is it fair to characterize that as that's the total CDM savings for the province, taking into account sort of all customers and all programs and all sources of CDM?

MS. SCOTT:  That's my understanding, yes.

MR. HARPER:  Okay, fine.  Thanks.

Actually, the next interrogatory I wanted to refer to was actually the next one in the responses, which is No. 39.

Here we are trying to understand where sort of certain -- because there were certain customer classes that were used in the load forecast and certain customer classes that were used in the rate design, and there wasn't a one-to-one match.  I just wanted to confirm that for purposes of the load forecast, which was Exhibit C, sentinel lights and the kilowatt-hours associated with sentinel lights were all included in the residential class.

That is my reading of the response and I just wanted to confirm that was the case?

MS. SCOTT:  That's correct.

MR. HARPER:  Okay, thanks.

Then I wanted to go to OEB Staff No. 9(a).

Actually, I think it is 9(a), and also VECC No. 5.  I think they both deal with the same -- with the same general issue.

What I was curious about was in 2008 -- between 2008 and 2011, there were staff in Hydro Ottawa's finance area that were transferred basically to the holding company.  If I am not mistaken, there were six staff that were transferred from the Hydro Ottawa finance area to the holding company's finance function?

MR. SIMPSON:  That's correct.

MR. HARPER:  We went from a process whereby actually in 2008, Hydro Ottawa was charging the holding company -- basically, they were providing finance services to the holding company and charging them for -- there was an affiliate transaction where they were getting revenues from the holding company in 2008 for financial services provided through to -- I guess with this transfer of the six staff, we went to a process where -- I don't know if there were still any billings from Hydro Ottawa for finance services, but there was an increase in billings from the holding company back to Hydro Ottawa, because these people moved up, and now they were providing services back to Hydro Ottawa.

Have I generally got the description correct?

MR. SIMPSON:  Yes, you do.

MR. HARPER:  Yes.  What I was trying to understand was just sort of -- I was understanding the people move.  I was trying to sort of track the related dollar moves, and that was the purpose of the written question that I provided, in terms of trying to understand, say, in 2008, what was the
-- what was the number of staff in the finance function and how many dollars were being charged off to the holding company, and then as we moved through time, we have fewer staff and fewer staffing costs in the finance function, but we have increased charges coming back from the holding company as a result of that.

I will tell you where I am going.  I am just trying to see whether, on balance, as I move through time, you know, the overall costs to Hydro Ottawa are remaining about the same, or whether with that shift in staff there was a reduction in costs related to finance, or there was a material increase in costs related to finance.

So that was really where I was going with this question, in terms of trying to understand what the staffing levels were through time, what charges were charged to the holding company through time, and then subsequently what sort of charges were made back to Hydro Ottawa through time, related with the finance function and specifically these six people.

I realize that is a lot, and whether it is something you want to provide in an undertaking or you can give me a general understanding and give me the numbers later, I leave it up to yourself.

MR. SIMPSON:  Certainly.  I would be happy to try and give you a general understanding at this point.

So to the numbers specifically, and just upfront, yes, there is still charges for finance services provided by Hydro Ottawa Limited to the holding company, even with the transfer of staff from Hydro Ottawa Limited to the holding company in 2009.

As far as to the complement and the dollars, I did have a chance to put some of that together.

So for 2008, the cost of staff in Hydro Ottawa Limited responsible for accounting, accounts payable, regulatory accounting and financial planning was approximately 2.1 million.

And in 2008, in fact, there was no charge applied to the holding company.

And in 2009, that cost moved to about 2.4 million, in 2010 about 2.6, and in 2011 we're budgeting for closer to 2.7, just with inflationary increases.

Now, to the actual charges to the holding company from those costs, from those staff doing the work that they're doing, that actually shows up in one of the tables in VECC 5, as you referenced.

MR. HARPER:  Right.

MR. SIMPSON:  As I mentioned, in 2008 the charge did not happen, was not processed.

For 2009, actual basis, it was $45,000.

And it's being budgeted for the next -- this year and for 2011, both, at $22,000.  And that is in the table in VECC 5.

And actually, we have given the service level agreement from HOL to the holding company in one of the exhibits as well, and you can tie that in at that point.

MR. HARPER:  Okay.  And the staffing dollars you gave me, they would have -- I mean, these numbers, you know, given the rounding, I mean, whether these numbers are in or out, that doesn't make a lot of difference in the level of rounding you gave me.

Now, in terms of -- I think you also gave me sort of
-- just sort of for the finance area, charges coming back from the holding company to Hydro Ottawa.  As we go over those years, how do they change?

MR. SIMPSON:  Well, for 2008 there was none.  The transfer of staff from the holding -– from, sorry, Hydro Ottawa Limited to the holding company occurred in 2009.

There was six staff transferred; an executive assistant, our controller, the treasurer, manager of external reporting and manager of supply chain, and the director of finance.

So the total costs in 2009 terms of the compensation for those six individuals is about $820,000.

For 2010, budgeted about 890.

And for 2011 at about 925,000.

And then the costs that have been allocated to Hydro Ottawa Limited arising from that are, over the three years, just under $500,000, and then slightly over $500,000, for these three years.

MR. HARPER:  So it would start off at -- it is roughly $500,000?

MR. SIMPSON:  It started about 490, yes.  And the allocation on those is -- again, it's in one of our exhibits, A1-7-3, attachment D -- it has -- the percentage has changed slightly over the years, but it is about 60 to 62 percent range of the time and effort of those senior staff is allocated to Hydro Ottawa Limited.

MR. HARPER:  Fine.  And I guess without that transfer, then, the, you know -- the staffing costs for your own finance function would have been roughly 800-, 900,000 higher over that period?

MR. SIMPSON:  That's correct.

MR. HARPER:  Okay.  Fine.  Thank you.  I think that gives me enough to work with on -- in that particular area.

The next IR I would like to refer you to is OEB Staff No. 10 (b).

Here, I think the Board Staff interrogatory was trying to reconcile the revenues reported from affiliates.

There was, I think, in one place there looked to be –- it looked to be just a little over $900,000.  In another place, total work from others looked to be about 683,000.

You provide a response in part (b) that basically says the difference is because of loss in work done for others, and that difference -- and that net difference is a little over $200,000.

What I was wondering about was when I actually went to the statement of miscellaneous revenues, the losses on work done for other only comes out at about $47,000 as opposed to the $200,000.

MS. SCOTT:  Yes.

MR. HARPER:  Actually, in that same miscellaneous revenues, the reported revenue from affiliates only shows up as about $700,000, as opposed to the 900,000 in the affiliate agreements.  So it seems to me there is still a need for some reconciliation there.

MS. SCOTT:  Yes.  And we apologize for the confusion.

The response to OEB 10 (b) was just looking at the 900 and the 700, and why that wasn't reconciling.

What we didn't notice, again, that the -- when you go to the attachment V, that the revenue from work for others, the net revenue is incorrectly stated there.

There is 169,295 for meter data services which should have been included there, which when added to the 47 brings you up to the 200.  It was included in the line below, the 171 line.

That should have been 340.  So the bottom line stays the same.

MR. HARPER:  Okay.  So would it be possible for you to sort of provide a --

MS. SCOTT:  Restate it?

MR. HARPER:  A revised page for that attachment.  I think it is attachment V, if I am not mistaken, that sort of shows --

MS. SCOTT:  Yes.

MR. HARPER:  -- shows us the revised numbers, so that when we're looking at this we can sort of follow it a little bit easier than trying to read through the transcript.

MS. SCOTT:  Yes, we can do that.

MS. HELT:  We will record that as Undertaking JT1.2.
UNDERTAKING NO. JT1.2:  to PROVIDE REVISED ATTACHMENT V FROM C2-1-1.

MR. MATHER:  That is a revised version of which table?

MS. SCOTT:  Attachment V, which is attached to C2-1-1.

MR. HARPER:  Basically, it is a table showing other operating revenue.

Okay.  Thank you.  Can we then refer to Energy Probe

-- it is 19 (e), part 1 -- or part (i).

Here, you explain that -- you were explaining the reduction in forecast revenues from Hydro Ottawa Holding Company.  You said it was due to the -- you said it was due, basically due to the addition -- due to the adding of additional staff to the Hydro One Holding Company in 2010 of chief information officer, human resource manager, and...

Sorry, I apologize.  Of a chief information officer, human resource manager and supervisor for treasury to the holding company in 2010.

And that basically meant that you didn't have to provide as much service to them.  What I was curious about is if you could tell us what was the impact of adding those three positions to the total Hydro Ottawa Inc. or holding company costs in 2010 and 2011, and what portion of those costs were allocated back to the Hydro Ottawa itself.

MR. SIMPSON:  The costs for the new positions added in 2010 -- and this is budget information at this point, not specifically the actual costs, but the budget information.

MR. HARPER:  Yes.

MR. SIMPSON:  -- for the three combined, the chief information officer, a treasury analyst, supervisor and a manager of HR, was just under $600,000 from a budget perspective in 2010, escalates to 622 in 2011.

And within each of those three different positions, they all fall under different SLAs, but in total, the percentage allocation becomes, in 2010, about 345,000.

There will be -- from a budget perspective, it would be charged to Hydro Ottawa Limited.

MR. HARPER:  And the services that they're basically providing to Hydro Ottawa Limited for that $345,000 in 2010 and 2011 --

MR. SIMPSON:  Hmm-hmm.

MR. HARPER:  -- are those new services that Hydro Ottawa wasn't getting from anywhere before?  Was Hydro Ottawa providing those services to itself internally before, or I guess what are they providing now that sort of -- that Hydro Ottawa wasn't doing for itself in the previous years?

MR. SIMPSON:  Yes.  I think there is sort of a combination to the answer to that question.

The chief information officer, that is a new position this year, in 2010, that did not exist and is really a function that did not exist in the Hydro Ottawa group prior to the hiring of the CIO this year.  So that is a new service provided to Hydro Ottawa Limited.

With the treasury analyst and the manager of HR, there may have been -- or there would have been staff in Hydro Ottawa Limited assisting with or providing some of those services directly, and then with the additional hiring in the holding company, that alleviates the requirement for that work to be done within Hydro Ottawa Limited itself and, rather, is provided from the staff in the holding company.

MR. HARPER:  Okay, thanks.  I think that is great.

I guess this is a fairly short one, as well.  I think in VECC Interrogatory No. 42 we are actually talking about microFIT installations.  I was wondering.  I didn't really see any specific information anywhere in your application as to basically how many microFIT installations you actually expect or anticipate having in place in Hydro Ottawa by 2011.

MS. SCOTT:  There was a response in EP 42 where we indicated that we expected at least 255 microFIT installations by year end 2011.

MR. HARPER:  Thanks.  I must have missed that.  I'm sorry.

And the next question I had had to do with a series of IRs, and maybe I can just give an overview of this.

In response to Staff IRs, I guess, No. 18 and 19(a), I got the impression that when it came to forecasting staff positions on a forecast basis, you did not take into account vacancies.  Basically, you forecast what is the number of positions, I think, the organization requires, and the information you provided in attachment Y, which basically is your sort of description of compensation.

The head count there forecast would be basically based on number of positions in the company, whereas the existing information, which is based on ETFs, would have taken into account vacancies that had existed during the year.

Am I summarizing my understanding of the -- of sort of the way you sort of provide your head count information correctly?

MR. SIMPSON:  Generally, yes.  I would offer one correction to how you've framed it.

The vacancy allowance is forecast in 2010 and 2011.  There is a reduction in overall compensation in lieu of vacancies, and in fact does -- it is factored into attachment Y in the comp. breakdown in the total compensation line.

MR. HARPER:  I was going to get to dollars.  That is why I was trying to separate the discussion of positions versus dollars.  So I was trying to understand.

So what you're saying is in Exhibit Y, Exhibit Y provides a forecast of both number of positions or head count, as well dollars of compensation?

MR. SIMPSON:  Hmm-hmm.

MR. HARPER:  What you're saying is, for 2010 and 2011, the head count positions forecast there include an allowance for vacancies?

MR. SIMPSON:  No.  I will correct or clarify.

The way attachment Y is put together, as you say, it is both FTEs and total comp.  There is no specific vacancy allowance within the FTE count.  It is within the total comp --

MR. HARPER:  That's what I was wondering, and that's where I got the second part.

My understanding was, while there was no allowance for vacancies in the head count, when it came to actually coming up with the compensation forecast and the compensation forecast which goes into OM&A, there was an allowance made for vacancies in both 2010 and 2011.

And from what you're saying, that allowance shows up in the dollar forecast for compensation for 2010 and 2011?

MR. SIMPSON:  Yes, it does.

MR. HARPER:  So, basically, I have compensation in that table based with an adjustment for vacancies and a head count that has no adjustment for vacancies in the table?

MR. SIMPSON:  Correct.

MR. HARPER:  So if I look at the averages in the table, because the table also includes averages, you know, average salary, average compensation, was the average in that table derived simply by dividing the head count in the table into the compensation dollars in the table?

MR. SIMPSON:  My assumption is yes.

MR. HARPER:  So that there would be -- so actually it would tend to understate the average compensation, because the denominator in that equation has not been adjusted downwards for basically vacancies?

MR. SIMPSON:  Just give me a moment to think through that.

I'm not sure it underestimates the value for the averages in the table itself.  Where the table is -- as the requirements of the table are based on FTEs, including part time, so that comes to a total FTE number.  The compensation, including benefits associated with those FTEs, is part two of the table, and then the average becomes that compensation divided by the number of FTEs.

MR. HARPER:  Right.

MR. SIMPSON:  In both cases at that top half of the table, there is no allowance for vacancies.

MR. HARPER:  We went through a process and you explained to me there was no allowance for vacancies in the FTEs.  I thought you told me there was an allowance for vacancies made when you put in the compensation portion of the dollars in the table.

MR. SIMPSON:  My apologies.  I will clarify again.  Only in the total compensation line.

MR. HARPER:  At the very bottom?

MR. SIMPSON:  At the very bottom of the table.

MR. HARPER:  When we go to the very bottom of the table and there is total compensation and total compensation charged to OM&A and total compensation capitalized, it is only those three lines where you have the adjustment made for vacancies?

MR. SIMPSON:  Correct.

MR. HARPER:  Fine.  Thank you.  I was just trying to understand sort of whether the table was a proper representation of what was going on here and how vacancies were taken into account.  Thank you very much.

Could you turn up Consumers Council of Canada No. 23?  I have to find it here.

We talked earlier about the transfer of staff in the finance function from Hydro Ottawa Limited to the holding company in 2009.  I was wondering if you could point to -- point to which specific accounts in this table, because this table basically summarizes the OM&A budget for each year from 2008 to 2011 basically by sub-account.

I guess I was wondering if you could point to me which particular sub-account or sub-accounts, if there was more than one, would have been impacted by the transfer of those six staff from Hydro Ottawa to the holding company in 2009.

MR. SIMPSON:  Certainly.  It does in fact hit -- the transfer of the six staff I referred to earlier, in fact, hits three different lines in the table 1 on CCC No. 23.

So, firstly, line 5605, "Executive Salaries and Expenses", declines in 2009 by $252,000.  I will come back to explanations after.

Line 5610 declines by $167,000, and line 5665, "Miscellaneous General Expenses", declines by 64,000.

MR. HARPER:  When you say "declines", you're comparing which two years?

MR. SIMPSON:  Sorry.  The expenses for those finance staff are really what I am getting at, is that there is some netting impact on some other costs going through there year over year, but the impact of those staff transferring was the numbers I was referencing.

MR. HARPER:  The fact it was spread over three accounts, because when I was looking at this, I was thinking six staff, that is a fairly material amount of dollars.  Do I see this change taking place in any particular account?  All of the accounts seem to be going up between 2008 -- between 2008 and 2009, I guess, they were --

MR. SIMPSON:  It is between 2008 and 2009 is the relevant year.  So 5605, again, from the table in CCC 23, is going up some.  5610 is in fact coming down.

MR. HARPER:  And 5615 is going down as well?

MR. SIMPSON:  5665 is coming down, yes.

MR. HARPER:  Okay.  Thanks.  I think that is enough to help me out there.

MR. SIMPSON:  Thank you.

MR. HARPER:  Maybe just turn forward a couple of pages to Consumers Council of Canada Interrogatory No. 25.  This is dealing with the regulatory expenses.

I think regulatory expenses are also dealt with in your response to Energy Probe No. 22.

And in Energy Probe No. 22, I think you indicated that the total cost of the application, this application, was forecast to be in the order of $400,000.

I guess I was wanting to just clarify how much of that -- was all of that 400,000 included in OM&A for 2011?  Or was it -- some of it sort of included in 2010 or anticipated to be put off and recovered through rates in 2012?

Exactly where was the $400,000 included in the OM&A, from which test year versus bridge year versus future year's perspective

MS. SCOTT:  About half of the 400,000 is in 2011, spread between legal, intervenors' costs and consulting.

MR. HARPER:  And the balance of it?

MS. SCOTT:  Is in our 2010 budget.

MR. HARPER:  Okay.  Fine.  Thanks.

And so I guess if I look at the response to Consumers Council of Canada No. 25, you provided a breakdown of the 2011 regulatory costs in total, and what you were telling me is that roughly 200,000 would be spread over the row "intervenor costs", the row "legal" --

MS. SCOTT:  And some of the consulting.

MR. HARPER:  And some of the consultant fees?

MS. SCOTT:  Yes.

MR. HARPER:  Okay.  Fine.  Thank you.

MS. SCOTT:  And the response to EP 22 was talking about a typical cost-of-service, as opposed to that that was all in '11.  Maybe that wasn't clear there.

MR. HARPER:  I'm sorry?  I didn't under --

MS. SCOTT:  The reply to EP 22 says:

"Typically, a cost-of-service application is $400,000."

We didn't mean to imply that was all in 2011.

MR. HARPER:  Right.  Okay.  No, I understood.

MS. SCOTT:  Okay.

MR. HARPER:  That is your total, so roughly what you included in OM&A for 2011 spread over the -- you know, is roughly $200,000?

MS. SCOTT:  That's right.

MR. HARPER:  Right, okay.  One of the cost items you have there is $70,000 for seconded staff.

Maybe -- what's that $70,000 associated with?  Is that just the salary of the person that's been seconded from the department?

MS. SCOTT:  That's right, yeah.  And because we were trying to show the total typical cost, we included -- we have staff from Bill's group, who work on the rate application but are not in regulatory affairs.

MR. HARPER:  Right.  In terms of reporting your OM&A, would that cost have been included under regulatory?  Or would it have just been reported under the line item where Bill's staff --

MS. SCOTT:  That's right.  It would not be in regulatory.  It would be in the regular OM&A.

MR. HARPER:  So that -- so I guess unless there is backfill staff being hired, that really wouldn't be an incremental cost to Hydro Ottawa?

MS. SCOTT:  No.  It is not an incremental cost, no, and that's why for that EP 22, that was to try to bring all of the cost together, but not say that they're incremental, no.

MR. HARPER:  So if I was to just look at what are the incremental costs of the application, over and above what would be the OM&A, would it be fair -- and maybe there is something else -- would it be fair to say it is the 400,000 less the 70,000, so roughly in the order of $330,000?

MS. SCOTT:  That would be correct.

MR. HARPER:  Okay.  Fine.  Thank you.

If I go to VECC 56, please, and in part (a) we were talking here about the adjustments that were required to the Board's sort of initial cost allocation model to deal with transformer ownership allowance.

You indicated that -- you indicate in your response that your -- the adjustment you made wasn't exactly what the Board guidelines had directed in terms of the filing guidelines, but was really an alternative that generally accomplished the same goal.

MS. SCOTT:  That's correct.

MR. HARPER:  That's fair.  Would it be much -- I was trying to get a sense in terms of that -- generally accomplish the same goal, in terms of understanding the difference.

Would it be much work to file just a sheet 001 or an equivalent of a sheet 01 that shows if you had followed through the Board's filing guidelines, so we could understand what the difference between the two approaches is?

MS. SCOTT:  I have run that, and I have the sheet here if we want to mark it as an exhibit.

MS. HELT:  That will be marked as Exhibit KT1.3.


MS. SCOTT:  Just for meeting information, what it does is reduces the residential revenue-to-cost ratio by one percent, increases the larger users by one or two percent.  But you will see that on the sheet.

MR. HARPER:  Okay, great.  Thank you very much.  Just so I don't have to ask you again, that was KT1.3.

MS. HELT:  1.3.

MR. HARPER:  Thank you.  The next thing I wanted to ask you about was there seemed to be some -- the reference I have here is an IR, is VECC 57, actually.

Here is where I guess we had asked you to reconcile the kilowatts and kilowatt-hours that were used in the load forecast, that came out of load forecast, with the kilowatts and kilowatt-hours by class that were used in the cost-allocation model.

I think you provide a reconciliation table here, which generally balances on everything.

The one thing that I noted when I was going through this had to do with the standby customers.  And I was just trying to -- because in Exhibit C1, which deals with the load forecast, you had a specific table that set out the kilowatts associated with standby customers as being 115,200.

And that shows up in table 2 in this IR response, as well.

But in the rate design section, which is section G 1, and in this table, I have two numbers for standby, which basically total 257,000 kilowatts.

I was wondering if it is possible to -- if you could reconcile the two.

MS. SCOTT:  Yes.  For the purposes of the load forecast, the customers that are going to be charged the backup stay in their regular rate class.

So the kilowatts that are shown in the load forecast are only for the backup kilowatts.

But when we move over to the cost allocation, we have to move the load of those customers over into this notional class of backup customers, which includes their load.

So the 115,200 is the backup kilowatts.

MR. HARPER:  Okay.

MS. SCOTT:  Then we have added in the 132, which is their load, for purposes of the cost allocation.

MR. HARPER:  So if you are adding it in there, you would --

MS. SCOTT:  I subtract it from the -- if you look on the model, it will be subtracted, yes.

MR. HARPER:  Right.  And I was just trying to look down this table 2 in response to VECC 57, which is, I guess, showing the difference in the kilowatts between the cost allocation.  And I was just trying to see....

MS. SCOTT:  The third line from the bottom says:  "Backup standby power 132."

MR. HARPER:  Right.

MS. SCOTT:  "In table 13 included in GS greater-than-50 and 1500 classes."

So that is the load kilowatts, 132, and then the 115 is the backup.

MR. HARPER:  And if I go down the table, if I look at the individual customer classes, it would be the difference between, I guess, that 132 and the...

MS. SCOTT:  It should be.  The difference between what is shown in the load forecast kilowatts for GS greater-than-50 and greater-than-1500, minus the 132, should be what's in the cost allocation.

MR. HARPER:  Okay.  Fine.  Thanks.

MS. SCOTT:  Yes.

MR. HARPER:  That's great.

Then if we turn over that page and go to table 3 of VECC 57 -- and I think I know what the answer is, but I just wanted to confirm it -- you show a change in the number of street lighting customers between what is forecasted in the load forecast table - that is table 10 in Exhibit C - versus what is used in the cost allocation as basically an adjustment factor of --

MS. SCOTT:  That's right.

MR. HARPER:  -- 15.

MS. SCOTT:  That's right.  That was in the Board guidelines on the cost allocation.  They said one of the corrections you may have to make is a determination how many lights use one connection to connect to the distribution system.

MR. HARPER:  So you're assuming there is roughly, on average, a string of about 15 lights that are connected together at one point --

MS. SCOTT:  That's right.

MR. HARPER:  -- to the Hydro Ottawa system?

MS. SCOTT:  Yes.

MR. HARPER:  Okay, great.

If you could turn up -- I guess this just happened to be -- when I was looking at the standby power and the fact the loads were in some places and not in others, I went back to looking at the cost allocation.

This goes back to the original application.  If you could turn up G1, tab 1, schedule 1, and I guess it is attachment AF.

MS. SCOTT:  Hmm-hmm.

MR. HARPER:  I have to get it myself here.  Yes.  This is the summary at the end of your cost allocation evidence, and you are showing the revenue-to-cost ratios, and actually the revenue for the test year based on current revenue-to-cost ratios.  You show it for a number of classes, but what you haven't listed here are I guess the standby class, which is one of the classes that you deal with subsequently when you are designing the rates and you have included in the cost allocation model itself?

MS. SCOTT:  Yes.  The only reason it is not shown on that attachment AF was because this was the template from the Board and they didn't have it on there.

But we did show it in the table, in the exhibit itself.

MR. HARPER:  Right.  I guess what I was curious about was I just wanted to make sure that when -- like, the fact that it wasn't there, but when I looked at the revenues and I summed the revenues in this table in attachment AF and I summed the revenues over in the other table, they didn't agree.  I wasn't even too sure, when I took the standby into account, whether that fully accounted for the difference or not.

I was wondering if you could either provide an explanation or a simple reconciliation as to sort of the revenues that are shown here by class based on using the current revenue-to-cost ratios versus the revenues in Exhibit H1.

MS. SCOTT:  With the addition of standby, they should reconcile, yes.

MR. HARPER:  Okay.

MS. SCOTT:  But if you want me to provide that to you, I can.

MR. HARPER:  Well, if they do reconcile, it may have just been me late at night trying to add them up, and we can pursue that again in a couple of weeks if I actually have a problem with it.

MS. SCOTT:  Okay.

MR. HARPER:  Thank you.

If we can go to Staff No. 25, here the Board had asked you to complete a copy of the -- I guess it is the work sheets that they developed for the RTSRs.  That's the retail transmission service rates.  And you provided a copy of the work sheets.

But you also made a comment in the IR response, and it was the very last sentence in the IR response, that said:
"In order for the model to correctly adjust the Retail Transmission Rate - Line and Transformation Connection Service Rates it will be necessary to make the adjustment for the Low Voltage Switchgear Credit..."


It wasn't too clear to me from that comment whether you had actually incorporated that adjustment in the work sheet that you filed, or whether that was something that would -- in your view, if you are going to do it correctly, you would have to make that further adjustment to the work sheets that you provided?

MS. SCOTT:  Yes.  The ones that we provided did not have the adjustment, and I couldn't do it because the model was locked, but Board Staff has done it, and I do have permission to provide it to you, if you would like it.

MR. HARPER:  And maybe either -- yes, that would be useful, because I think that that is at least, in Hydro Ottawa's view, the correct way of doing it, if I can put it that way.

MS. SCOTT:  Yes.

MR. HARPER:  Maybe if you would like to do it now or in writing in conjunction with -- provide me with just a brief explanation as to what this adjustment is and why, in your view, it is required, because I think would help us understand what the change is and why you think it has to take place.

MS. SCOTT:  I will do that.

MS. HELT:  We will record that as an undertaking, JT1.3.
UNDERTAKING NO. JT1.3:  TO PROVIDE Corrected RTSR MODEL EXPLANATION.

MR. HARPER:  Okay.  If you could turn up your response to Consumers Council of Canada No. 38?

Here they were asking you - and you can correct my pronunciation if I am wrong - about the Goulbourn expansion.

They had asked you to provide an economic feasibility or business case.  And in your response, you had indicated that the expansion would serve dual purposes:
"...one is to motivate potential generators to move forward with their project, which may not have previously happened due to high connection charges associated with grid upgrades..."


So that is really if you make the expansion, that is almost in line with the Green Energy Act and sort of facilitating the connection of distributed generation, if I am not mistaken.
"...and two is to improve the operability and reliability of the system."


Then you go on to say:
"If the potential generators do not proceed with development, Hydro Ottawa Limited anticipates that the increase to system performance brought about by extending the system would be beneficial to enabling future distributed generation onto the Hydro Ottawa distribution system."


When I read that, when I first read operability and reliability, I thought that was like in itself, but I read the further explanation and it seemed also to be related -- also focussed strictly on basically facilitating, even in the longer term, distributed generation

So what I was trying to understand was:  If there was no distributed generation developed in that area, would the expansion actually improve the operability and the reliability of the system, in terms of serving load customers in the area?

MR. BENNETT:  Yes.  The west end old Hydro One territory is serviced by a Hydro One 44 kV standard system.  It is a radial supply.

It supplies our Munster station, and so this would be a second, if you like, backup service that would provide redundancy in that area.

MR. HARPER:  So it provides redundancy in terms of connecting Hydro One facilities to some of your stations?

MR. BENNETT:  No.  They're all ours now, but it was developed -- if you look at the old Hydro One rural distribution system, that is what is servicing the area right now.

What we're finding is, as Ottawa grows and as you move into the old Hydro One areas, and, in our case, Stittsville, Goulbourn, et cetera, significant issues with -- as loading and development takes place, with the radial supply.

So this would provide redundancy in that area and provide the opportunity to improve the reliability in that area.

MR. HARPER:  So does this provide another radial line into the same area, or does this provide -- I probably have got my engineering terms incorrect.  Does it provide some sort of loop that allows for supply from both sides so that it --

MR. BENNETT:  Right.  Yes, it creates a loop between two stations and ties the 44.

MR. HARPER:  Okay, fine.  Thanks.

If I could go to VECC 24, this interrogatory referred to your green energy plan and specifically the letter that the OPA had provided of June 2010.

In that letter, they had indicated that they had not performed an economic connection test for the region yet, and I guess I was -- and I guess the interrogatory was trying to understand, if they hadn't performed this test yet, why was it appropriate to move ahead with the Goulbourn expansion.

You say that it is reasonable to proceed in order to provide the increased system reliability and operability.  And I guess that goes back to -- would you have -- would it be your view the Goulbourn expansion would have occurred even if there had been no distributed generation being developed in that area?

MR. BENNETT:  Prior to the Green Energy Act, it wasn't in the budget for 2011, so it was the combination of the Green Energy Act direction, if you like, the number of interested parties that came forward with solar and other applications, and the operability and reliability issue.

So it was the combination of all of those.  And my understanding is that the OPA will look at the Ottawa region and will look at all of the FIT activity, and do the economic connection evaluation, in essence, on the whole package at some point, so...

MR. HARPER:  And the economic connection evaluation, does that include -- I know it includes transmission facilities.  Does it include distribution facilities as well?

MR. BENNETT:  No.

MR. HARPER:  No.

MR. BENNETT:  Transmission.

MR. HARPER:  So it is basically just looking -- and it might be useful to have this discussion, so we understand how the two fit together -- it is basically looking at the transmission expansion that is required in the region in order to facilitate additional distributed generation, and if the words -- if the word "economic" is in there, I assume it is trying to do some look in terms of whether that expansion and the cost of that expansion is warranted, given the potential distributed generation that it could connect.

Is that a fair characterization of what the test is doing?

MR. BENNETT:  Yes.

MR. HARPER:  If they were to decide overall for the Ottawa region that the megawatts of distributed generation, relative to what expansion might be required, just didn't warrant that expansion, and the expansions did not take place, would there still be enough -- would you still be able to connect -- because I assume your Goulbourn expansion is connected back to some Hydro One facilities, eventually it links back to some Hydro One facilities.

MR. BENNETT:  Yes, it is.

MR. HARPER:  Would you still be able -- in a position to connect those distributed generators?  Or are those distributed generators, to some extent connecting to them dependent upon how this evaluation comes out?

MR. BENNETT:  It will depend on how the evaluation comes out.

MR. HARPER:  Okay.  So until that evaluation is done, you really aren't in a -– I guess the OPA or somebody really isn't in a position to sort of sign on the dotted line and say:  Yes, we can connect all of these generators.

MR. BENNETT:  Correct.

MR. HARPER:  Okay.  Fine.  Thank you.

If you could go to Consumers Council of Canada -- actually, No. 39, here, CCC was asking you about sort of FIT applications and developers who had signed contracts with the OPA and basically what the status was.

And you made the comment that projects that did not have a CAE, which is a capacity allocation exemption, are currently on hold due to some technical issues associated with Hydro One Networks.

I guess I was just curious if you could briefly describe what those technical issues were, and I guess I was mainly, just from a point of view, is this just a -- sort of a glitch that one gets over with in six months?  Or is this a technical issue, in a sense that it could be a fundamental problem?

MR. BENNETT:  I will give you, to my knowledge, the issue.

The issue is at the Hawthorne station in Ottawa, which is a major station.  It has 500 kV and 115 kV, which supplies most of the Hydro Ottawa service territory.

At the 115 kV circuit breaker level, they have short-circuit issues.  So they are actually over-rating right now, and short-circuit at those breakers at Hawthorne.

So you know if I link it back to the Goulbourn situation, the 44 is supplied via the 115.  So anything connected to the 44 will impact the 115 to some extent.

There is lots of debate about whether solar has a dramatic impact on short-circuit ratings, et cetera, but right now Hydro One has said nothing can be connected to the 115.

So that's in discretion with OPA and themselves.

My understanding -- and again I am not the expert on this -- but my understanding is that in OPA's doing the ECT evaluation of the whole Ottawa area, if they determine that it is -- part of the problem with the 115 issue is who pays for it, because it is not a transmission entity.  It is a connection entity.

So in theory, a connection entity, somebody has to pay.  Whether it is the generators or us, because we're the host utility, somebody pays for that.

So if OPA does the calculation and says it is worth doing something about this situation, I assume they will provide some direction and the OEB will consider that in a rate application by Hydro One.

I am not exactly sure how the process goes.  But at any rate, it is in that limbo.

MR. HARPER:  So it is fair to say this technical issue is something that's wrapped up in that whole ECT calculation?

MR. BENNETT:  Yes.

MR. HARPER:  Okay.  That's fine.

If you go to -- I guess it was Energy Probe 44 and VECC 22; I think they both dealt with the same issue, which was the calculation of the direct benefits associated with your Green Energy Plan.

Maybe just as an overview, I guess the Board issued a report, EB-2009-0039, where it was dealing with basically a framework for determining direct benefits according to customers, you know, customers of a distributor, and dealing with Regulation Ontario 330/09, and that was sort of related to direct benefits associated with green energy expenditures related to connecting distributed generation.

In your application, basically, you have basically assumed that all of the spending associated with things like the Goulbourn expansion are a direct benefit to ratepayers and should be paid by the ratepayers of Hydro Ottawa, and you have included them in your revenue requirement.  Is that a fair...

MS. SCOTT:  Yes, except for the Goulbourn, which is all in construction work-in-progress.

MR. HARPER:  But eventually when it gets constructed and works its way through, you haven't made any -- you haven't made any submission or suggestion that a portion of that cost would be deemed to not be a direct benefit to Hydro Ottawa, and therefore recoverable from the broader base of provincial customers?

MS. SCOTT:  We haven't made any suggestion either way on the Goulbourn, when it does get capitalized and put into rate base.

MR. HARPER:  Because when I was reading the response, it sounded like you were saying:  No, we think the whole thing is a direct benefit.  We think it gets 100 percent direct benefits.

What you're saying is you haven't made a determination on that yet?

MS. SCOTT:  No.  Not on the Goulbourn part, which will be in the future.

MR. HARPER:  Right.

MS. SCOTT:  For the spending, the Green Energy Act spending that does find its way into the revenue requirement, we did make the assumption that we would get it all from our ratepayers.

We must admit -- I must admit that we were a bit taken aback with the number of questions.  We thought we were following the guidelines that said you may ask for recovery from the provincial pool, that there was no indication that you should.  You had to...

So when we looked at it in terms of -- and there will be a question later on about the materiality, because it is about 100,000 that is going into revenue requirement, we just felt it wasn't worth going through the whole, determining the direct benefits, and asking for it to be from the provincial pool.

MR. HARPER:  Well, I can understand, you know, I mean, if you followed the last distribution case for Hydro One, there was pages and pages of analysis they had done to try and come up with direct benefits, which from their perspective may make sense, but I think in the Board's report, EB-2009-0349, they basically provided some direction in terms of what sort of percentages you should apply to certain types of work, and so as people just apply those specific percentages, depending upon the nature of the work that was taking place.

So would you see any difficulty in terms of trying to categorize the spending into the two types of pools that the Board's report suggested, and applying the specific percentages to it that the Board has suggested?

MS. SCOTT:  We have no problem doing that.  And they're all -- because the Goulbourn one is the only expansion, the rest of them are really enabling.

MR. HARPER:  Right.  And you can remind me; I can't remember which of the two percentages --

MS. SCOTT:  Seventeen percent for the expansion.

MR. HARPER:  Basically, it would be the entire --

MS. SCOTT:  It would be --

MR. HARPER:  It would be 17 percent of the entire --

MS. SCOTT:  No.  It is the other way.  Seventeen percent is for expansions.

MR. HARPER:  Right.

MS. SCOTT:  Six percent is for the renewable enabling.

MR. HARPER:  Right.

MS. SCOTT:  So the 12. -- 1.2 million which is what finds its way into our rate base, it would be 6 percent of that.

MR. HARPER:  It would be 6 percent of that?

MS. SCOTT:  Yes.

MR. HARPER:  Well, I think that is a calculation any of us can do.

MS. SCOTT:  72K.

MR. HARPER:  We can take that information forward and deal with it.  That's great.

If you go to VECC 23, in your green energy plan you talked about a number of potential initiatives that you were going to investigate over 2010-2011 to determine, I guess, what more specifically you would be doing in the future.

We were trying to understand what the costs of those
-- what the costs of doing that work was and what was included in your revenue requirement.

You made some comment in the end that some of the investigation might be done by outside consultants, some might be done by internal staff.  If it is done by internal staff, obviously it is already built in the OM&A for staff that are in the revenue that we talked about earlier in your compensation table.

MS. SCOTT:  Yes.

MR. HARPER:  I was curious to confirm whether or not, for the purposes of 2011, you had included any costs for consultants related specifically to these initiatives?

MS. SCOTT:  No, we haven't.

MR. HARPER:  The assumption was it was all internal staff when you put this application together?

MS. SCOTT:  Yes.  And if we needed consultants, then we would make use of the deferral account for that kind of work.

MR. HARPER:  Right.  Okay, fine.

Lastly, VECC No. 21, you were talking about doing some pilot projects, and one of the pilot projects had to do with ice storage.  And we had asked you about whether there were other utilities doing pilot work in this area, and you had indicated that there were at least two, to your knowledge, which were Toronto and Veridian.

What I was struggling with was if there were two utilities out there doing pilots in this area already, sort of what you saw as the value of Hydro Ottawa also doing a pilot at this stage, or sort of starting another pilot before you had the results from the work initiated by these two particular utilities.

MR. BENNETT:  The Toronto Hydro and Veridian, they're testing a specific type of ice storage directed at small commercial, retail-type establishments, and the Hydro Ottawa trial was targeting large commercial office buildings and testing the integration of ice storage with large commercial chiller systems.  So it is a different --

MR. HARPER:  It is really focussing on a different customer segment, if I could characterize it that way?

MR. BENNETT:  Exactly, yes.

MR. HARPER:  That's fine.  Finally, in the same interrogatory we were asking you, you were forecasting -- you were anticipating putting four additional staff in place for -- by 2011, to deal with these green energy initiatives, from what we understood.

We were asking you a little bit about what they would be doing and you gave us some examples, and you also indicated they were only examples of the responsibilities.  These were newly created positions and, you know, smart grid is in its infancy - I think we all agree on that - and that the roles will be shaped as you move forward.

I guess what struck me was that, if we are still trying to define what roles are and understand what smart grid is, why you are proposing to put four new staff positions in at this point in time as opposed to move on a somewhat slower basis, one or two, and then see what sort of type of work requirement is involved.

MR. BENNETT:  The four staff, it is a combination of

-- in a sense, of smart grid, FIT, microFIT.  So right now, we have hired two of the individuals, who are fully engaged in FIT, microFIT activity, tracking smart grid activity, participating in the green energy plan, if you like.

And, I mean, to be honest, the enquiries and requests are growing exponentially, to some extent.  So the four will be very gainfully employed, from everything we have seen so far.

MR. HARPER:  Thank you.  That is all of my questions.

MS. HELT:  Thank you.  Perhaps this is a good time to take a quick morning break, 10 or 15 minutes.  Do people have a preference?  Let's say 10 minutes.  All right, 15.  Jay is scowling.  We will come back at 11:10.

--- Recess taken at 10:55 a.m.


--- On resuming at 11:13 a.m.

MS. HELT:  All right.  I think everybody is back.  We may as well get started.

There is one preliminary matter that I would like to address.
Preliminary Matters:

MS. HELT:  I understand that Mr. Aiken did send an e-mail to Board Staff last week, just referring to the April 20th, 2010 letter with respect to early rebasing applications, wherein the Board indicated it may consider it are a appropriate to determine, as a preliminary issue, whether the application for rebasing is justified, or whether the application as framed should be dismissed.

The Panel has advised that they will be issuing a Procedural Order shortly, asking for written submissions with respect to this point.

So I just wanted to raise that now.  I don't know if that will impact on any of the types of questions that the parties may want to ask, but I felt it appropriate to advise you of that at this point in time.

Mr. Shepherd, I think you are next for your questions.
Questions by Mr. Shepherd:


MR. SHEPHERD:  Thank you.

I would like to introduce Deborah Devgen, who works with me and has been working with me on this application, but I will be doing the questioning.

My first batch of questions is about that precise issue, so that is very timely.

Let me start -- I apologize for not sending these in advance.  As you may know, we do have a lot of things going on and it was either do those questions or sleep.

MR. AIKEN:  He chose the easy way out.

MR. SHEPHERD:  Yeah.

I am looking first at SEC Interrogatory No. 2.  I have a number of questions on this, but let me start with page 3.

And in your answer to (a), talking about how you are unique, you said that you didn't feel that the IRM mechanism was flawed, per se, if I read that correctly, right?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  But you do say that there is a number of situations in which utilities –- which, basically, it doesn't work for utilities.

I guess I got the impression that that was almost every utility.  So I guess I would ask you, could you turn the question around and tell us what are the circumstances in which you think an LDC is suited to the current IRM mechanism?

MS. SCOTT:  Well, I think it would be the flip of why the IRM is not working for us in 2011.

So the issue of aging infrastructure, if a utility didn't have that issue, had a fairly robust new infrastructure, the issue of the aging workforce, if they weren't faced with the same situation that we are faced with in terms of our demographics of our employees.

If they were not interested in the January 1st implementation of the rates.

If they looked at their variance and deferral accounts and determined that there was no need to clear them at that time.

If they were in a -- they it didn't have a special situation like the smart meters, where they wanted to move from the rate adder to the rebasing, all of the meters, situations like that.

If there were no sort of special new initiatives that are coming along, things like the Green Energy Act, if they felt they could handle that under a deferral account or if they didn't have new initiatives that they felt weren't funded under IR.

I guess it would be a steady -- an LDC where the environment was fairly steady and consistent.

MR. SHEPHERD:  Okay.  I understand.

Then on the next page, we asked you how you differed from other distributors, in terms of your workforce demographics, and you said you couldn't comment on other distributors.

Have you been working with the OEA and the EDA and other organizations who have been working on the issue that -- that general issue for distributors?

MS. SCOTT:  My understanding is we have.  I can't go much further than that.

Geoff, you haven't been involved in that, the workforce planning?  Are you, for the apprentices?

MR. SIMPSON:  No.

MS. SCOTT:  We have –- I mean, we do work with the CEA.  I think there is quite an extensive CEA...

MR. SHEPHERD:  CEA?

MS. SCOTT:  Yes.

MR. SHEPHERD:  Too many acronyms.

So you would agree that it is a problem that a lot of distributors or a lot of utilities are facing?

MS. SCOTT:  Right.  Right across Canada, yes.

MR. SHEPHERD:  Okay.  Also in that, you talked about the Green Energy Act, and you said that IRM gives you a GEA funding mechanism but doesn't give you guidance.

Can you help me understand how that affects whether you file cost-of-service?

MS. SCOTT:  By putting the GEA in our cost-of-service application, we get some review over the projects.  We talk about whether Goulbourn is -- makes sense or not.

MR. SHEPHERD:  So it is this discussion like you just had with us?

MS. SCOTT:  Exactly.  Where if we went ahead and did it and put it in the deferral account and then came to clear the deferral account and had the prudency review after the fact, we're sort of leaving ourselves open to not getting approval.

This way, we wanted to come, have the discussion before and get an indication that we were on the right track beforehand.

MR. SHEPHERD:  Okay.  Then I am looking at page 6 now, same issue or same set of issues.  And you talk about your declining usage.  This is your declining usage per customer, right?

MS. SCOTT:  Yes.

MR. SHEPHERD:  And basically, you say that there isn't a mechanism in place currently to adjust for that, unless you file for cost-of-service; is that right?

MS. SCOTT:  That's our understanding, yes.

MR. SHEPHERD:  Declining usage is a problem across the province?  For utilities, it is good, but it is a problem for utilities, right?

MS. SCOTT:  That's my understanding, yes.  Yes.

MR. SHEPHERD:  Okay.  Then in the next section, you gave us the impact of the change in ROE.

This is about half your deficiency?  Is that --

MS. SCOTT:  Deficiency is 11.7.

MR. SHEPHERD:  Oh, is it 11.7?

MS. SCOTT:  Yes.

MR. SHEPHERD:  Oh, okay.  So it is about -– it is a little more than a third of your deficiency, is just that change in cost-of-capital, right?

MS. SCOTT:  Yes.  There is an interrogatory where that impact is broken down between the change in the cost of capital and the increase in the rate base itself, so...

But yes, yes.

MR. SHEPHERD:  I wonder if you could tell us what the -- I realize you will have to do this by way of undertaking -- tell us what the percentage deficiency would be, or the amount of the deficiency would be, if you like -- but the percentage is what I am looking for -- deficiency would be if -- without the change in ROE.

MS. SCOTT:  Everything else as we have applied for?

MR. SHEPHERD:  Everything else as you have applied for.

MS. SCOTT:  We can do that.

MR. MATHER:  That is going to be JT1.4.  It is the deficiency if there were no change in --

MR. SHEPHERD:  Is your mic on?

MS. GIRVAN:  Isn't there an interrogatory that sets out the components of the deficiency?

MR. SHEPHERD:  Yeah, but it doesn't --

MS. SCOTT:  Yes.  Yes.  It doesn't use this ROE, so I would have to -- I am not sure that -– it's what would the deficiency be if there was only the change in the ROE, right?

MR. SHEPHERD:  No.  If there was no change in the ROE.

MS. SCOTT:  Oh, okay.

MR. SHEPHERD:  Yeah.  The other way around.

MR. MATHER:  And in percentage terms.

MS. SCOTT:  And in percentage terms.

MS. SCOTT:  Okay.

MR. MATHER:  Now it is on.  Sorry.

MS. SCOTT:  Right.  No change in ROE, okay.
UNDERTAKING No. JT1.4:  TO PROVIDE DEFICIENCY IN PERCENATGE TERMS IF THERE IS NO CHANGE IN ROE.

MR. SHEPHERD:  Okay.  Then still on this interrogatory, on page 7 you talk about the need to clear your deferral accounts.

As I understand what you're saying here, it is that you have balances in your deferral accounts that net to less than the Board's threshold, but individually are more than the threshold.

MS. SCOTT:  That's correct.

MR. SHEPHERD:  And because they're cleared to different customer groups, the result is that you think it is fairer to clear them earlier.

MS. SCOTT:  That's correct.

MR. SHEPHERD:  And so it looks like you're saying the policy is okay, but that sounds like you're saying:  No, there is a flaw in the policy.

Is that -- is that what you're saying?

MS. SCOTT:  The policy on the deferral accounts?

MR. SHEPHERD:  Yes.

MS. SCOTT:  I think it leads to some situations where you can't clear where it should be required.  It really should -- we should be allowed to, yes.

MR. SHEPHERD:  Okay.  Now, you made presentations to your executive management group and the -- and your board of directors with respect to the filing for cost-of-service.

These are attached to this interrogatory response.  I do have a couple of questions on those, if you don't mind.

The first -- this first presentation that says "Rate Application 2011", that's to executive management; is that right?

MS. SCOTT:  Yes.  Yes, that's correct.

MR. SHEPHERD:  So this is the holding company group; is that right?

MS. SCOTT:  Of management, yes.

MR. SHEPHERD:  Yes.  Yes, okay.

MS. SCOTT:  Yes, including our COO of HOL.

MR. SHEPHERD:  Oh, that's right.  Your COO is actually in Ottawa, in -- sorry, in the utility.  We refer to it as Ottawa.  The holding company doesn't have a name.

And on page 2 -- actually, I guess it is slide 4, you have a bullet that if you go with rebasing in 2011, if I understand what you're saying, one of the things that is affected is your plans for monthly billing.

Can you elaborate on that, how that is affected?

MS. SCOTT:  I am just not seeing where you are seeing that.

MR. SHEPHERD:  Sorry, slide 4.

MS. SCOTT:  Oh, sorry, risks?  Under "Risks", sorry.

MR. SHEPHERD:  "Risks with rebasing", about half way down, it says, "potential plans for monthly billing".

MS. SCOTT:  At one time, we were speaking about going to monthly billing, and there was a question of how that affects cash flow, affects working capital, how that would work into the cost-of-service.

MR. SHEPHERD:  Because it would increase your billing costs, but it would improve your cash flow?

MS. SCOTT:  That's right.

MR. SHEPHERD:  So you are not going ahead with that in 2011?

MR. MARSH:  Correct.  The plan right now would be to proceed with monthly billing starting end of 2012.

MR. SHEPHERD:  And there is a net saving from that; right?  Overall, it improves your deficiency position, right?

MR. MARSH:  The net saving, calculations to date have not indicated a clear gain from a financial point of view.  There is a big customer service component to why we would like to proceed with monthly billing and that we believe that customers, getting billed on a monthly instead of bimonthly, obviously bills from a -- would be -- and tying it to time of use, we see that the information that they would be getting would be better, more timely and also the impact of the bill itself, so bill-size reducing.

MR. SHEPHERD:  So your bad debts should go down?

MR. MARSH:  From a collections points of view, we do see some potential benefit there that would be quicker on our -- on the arrears.

MR. SHEPHERD:  There is three parts; right?  There is the fact that your cash flow is improved because you get it sooner and that people pay faster, because it is a smaller bill.  But there is also a fact that your collection costs are lower, because you have to chase less people for a smaller bill; right?

MR. MARSH:  I would say that that's a potential gain.

MR. SHEPHERD:  And you have less bad debts, because people are less likely to never pay a smaller bill?

MR. MARSH:  Um..., I think that would have to be considered.  I'm not sure that it is a big gain.  But you have to remember that on the opposite side, we're doubling bill production.

MR. SHEPHERD:  Oh, yes.

MR. MARSH:  So mailing costs go way up.  So the big benefit here, why we think it is the right time, is because of TOU and all of the metering data that we have on a daily basis.

So from a meter reading point of view, the cost is the same, and that's why we think now is the right time to go monthly billing, and the fact that from a customer perspective, seeing their bills monthly and being able to correlate some of the changes in consumption habits, they would be able to see it sooner and be able to track it sooner.

MR. SHEPHERD:  See, so you hit the nail right on the head where I was trying to get at, and maybe I wasn't asking it correctly.

You are talking about implementing this at the end of 2012, but it sounds from what you're saying that the right time to do it is right now.  You're going to time of use billing; right?

MR. MARSH:  Correct.

MR. SHEPHERD:  That's when you should be doing it; right?

MR. MARSH:  In a perfect world, yes.  It becomes a matter of resourcing and how much, because this is a big system change.  At the same time we are doing all of the TOU changes, which is all into our -- basically four our CIS system, adding monthly billing on top of it we felt was too big of a risk to proceed with at this time.

We looked at it very closely, and from a resourcing point of view, we decided that let's get TOU in and let's get it working well, and that will be done through 2011, and then let's proceed with the monthly billing changes.

MR. SHEPHERD:  So then this is not actually affected by the fact you are doing cost-of-service this year as opposed to next year.  That is not relevant to your timing?

MR. MARSH:  Not from my point of view, no.

MR. SHEPHERD:  All right.  Thank you.

Then the next bullet down on that same slide says, "Cost of application $500K.  Not in 2010 budget."

I heard a discussion this morning and I thought you were saying 200K.  So did I miss some of it?

MS. SCOTT:  No.  This is -- a preliminary estimate of how much the total application would cost was 500 at that time; looked at it again.  It is about 400 now.

Whether -- we didn't -- at that point, didn't have any budget for it at all.  So there was nothing in 2010, nothing in 2011.  When we made the decision to go ahead, we also took the decision to put part of the budget into 2011.

MR. SHEPHERD:  So is it still costing 500, but it is costing 300 in 2010 and 300 in 2011?

MS. SCOTT:  No.  Our revised forecast is the 400.

MR. SHEPHERD:  Oh, it is 400.

MS. SCOTT:  Yes.

MR. SHEPHERD:  Okay.  The last bullet on that slide is, "Hydro Ottawa has been successful under IRM."

By "successful", you mean that it has left you alone to run your utility, or you've got good ROE out of it?

MS. SCOTT:  That our ROE was...

MR. SHEPHERD:  Was -- I saw it.

The Board publishes the filings, and you can get an Excel spreadsheet that tracks them.  It is very interesting.

Okay.  On the next slide -- and this I didn't understand at all.  On the next slide, on the top of the next page, you had a budget already when you decided to go with cost-of-service, right, and then you added more to it when you decided to go to cost-of-service; is that right?

MR. SIMPSON:  At the time of this meeting taking place, we had information in our financial system for 2011 and 2012, not an approved budget so much, but, yes, we did have outer year information in our system.

MR. SHEPHERD:  Okay.  Do we have that in the -- on file somewhere?  Where it says here "existing 2011 and 2012 budget in JDA" -- which is J.D. Edwards; correct?

MR. SIMPSON:  That's correct.  That's our system.

MR. SHEPHERD:  JDE, rather.  Is that filed somewhere?

MR. SIMPSON:  I don't think so, no.

MR. SHEPHERD:  Can you undertake to provide that, then?

MR. SIMPSON:  Certainly.

MR. SIMPSON:  The 2011 information?

MR. SHEPHERD:  You might as well give us both of them.

MS. SCOTT:  That is what was in our original -- when we had a three-year plan, the starting point for the 2011.

MR. SHEPHERD:  It is whatever you are referring to; when you say "Existing 2011 and 2012 budget in JDE", whatever that means.

MS. SCOTT:  Okay.

MR. SHEPHERD:  That's what we would like to see.

MS. SCOTT:  At what level of detail?

MR. SHEPHERD:  Whatever is there.  Presumably you have it on the basis of US of A; right?

MS. SCOTT:  Not all of it, no.

MR. SHEPHERD:  That's right.  You have a system that is different.

MS. SCOTT:  The capital doesn't go until it is capitalized into US of A.  But, I mean, we have a way of doing it, so...

MR. SHEPHERD:  Don't go crazy on it.  Just give us whatever is readily available and that will help us understand what you had before the strategic initiatives that is my next discussion.

MS. SCOTT:  Okay.  We can do that.

MR. SHEPHERD:  Okay, thanks.

MR. MATHER:  That is going to be JT1.5, and it is the 2011 and 2012 budget for a cost-of-service application; is that correct?

MR. SHEPHERD:  No.  It is the existing 2011 and 2012 budget in JDE prior to the decision to file cost-of-service.

MR. MATHER:  Okay.
UNDERTAKING NO. JT1.5:  TO PROVIDE EXISTING 2011 AND 2012 BUDGET IN JDE PRIOR TO THE DECISION TO FILE COST-OF-SERVICE.

MR. SHEPHERD:  Then what you did you said, Well, if we're going to do cost-of-service, this is the time to put in our strategic initiatives; is that right?

MS. SCOTT:  Correct.

MR. SIMPSON:  Correct.

MR. SHEPHERD:  And so the strategic initiatives, there is a list of them somewhere; right?  You actually gave us a list in answer to some other question, I think.  I will probably get to it.

But the biggest one is the apprentices program; right?

MR. SIMPSON:  Well, it is the workforce planning strategy, which includes the apprentice program, correct.

MR. SHEPHERD:  So --

MR. SIMPSON:  Well, I am not sure that is correct that that is the biggest one.  It is certainly one of them, yes.

MR. SHEPHERD:  Okay.  So but for the fact that you were filing for cost-of-service, you weren't going to do that in 2011-'12?  It wasn't in your plans?

MR. SIMPSON:  Well, we didn't have full plans for 2011 and '12.  Again, we do one-year budgeting, with an outer look and a three-year business plan.

But with rebasing, it certainly -- it certainly clarifies that through this process, the workforce planning strategy could come forward.

MR. SHEPHERD:  All right.  Lower down in that same slide, you have Holdco allocations to be reviewed.

So I take it what that means is that you have a number of tos-and-fros between your affiliates, and if you are going to do a cost-of-service, it is going to be scrutinized.  You better do a review; is that right?

MR. SIMPSON:  It gets reviewed every year.  Why it is specifically a bullet on this deck, I am not certain at this point.  But, yes, as part of any year's budget process, the Holdco allocations are reviewed.

MR. SHEPHERD:  Okay.  So I know you did a -- you do a review every year.  Did you do something special for the cost-of-service application?

MS. SCOTT:  I think, if I remember, it was a question of what had been put in the 2011 forward planning for Holdco allocations.  We wanted to review that specifically.

MR. SHEPHERD:  Okay.  Did you make any changes to what was in the 2011 budget as a result of this review?

MR. SIMPSON:  No.

MR. SHEPHERD:  That makes it easy.

I am looking now at the -- this is the presentation now that is entitled:  "Distribution rate applications, Hydro Ottawa Limited board of directors, March 26th, 2010."

Do you have that?

And I am looking at -– well, I am looking at the third slide on the top of the second page.  If I understand correctly, what this says is that on December 10th, 2009, your board decided not to file for cost-of-service in 2011.  They decided to file for IRM, on your recommendation, right?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  Okay.  And then the next -- on the next page, slide 5, if I understand this correctly, what it says is that the reason why the economics changed is the high ROE, right?  Without the change in ROE, you still wouldn't do it?

MS. SCOTT:  That was correct.

MR. SHEPHERD:  Okay.  And then on page -- on slide 7, which is the top of the next page, it says:

"2011 and 2012 OPEX and CAPEX forecast as presented on December 10th, 2009 will be updated as a result of a new rate application decision."

And so you are giving me already what was in J.D. Edwards for operating.  Is capital in there too, the previous capital budget also in there?

MR. SIMPSON:  Yes, it is.

MR. SHEPHERD:  Okay.  So then we'll be able to tell from what -- when we see that, what the differences are between -- the updating that you did before the cost-of-service application, right?  It will be self-evident?

MR. SIMPSON:  Yes, it will.

MR. SHEPHERD:  Thank you.

Now, I thought there was a list of strategic initiatives.  Here it is right here.

GEA, harmonized sales tax; do I understand correctly that all of these strategic initiatives on slides 8 and 9, they were not in your budget until you decided to go cost-of-service?  Is that right?

MR. SIMPSON:  No, that is not quite right.

MR. SHEPHERD:  Okay. Can you tell me which ones were added?  Because it looks like what this says is that they were added.

MS. SCOTT:  Can I -- just before I answer that, you keep calling it a "budget".  As Geoff said, it is forward-looking -- but it is not a budget in the sense that our 2010 was the budget.  It's we do a three-year.  We do one year with a lot of rigor, and the other two years are looking forward, so...

MR. SHEPHERD:  I don't want to go into cross-examination.

MS. SCOTT:  Okay.

MR. SHEPHERD:  But I will point out to you that you called it a budget, I didn't.

Anyway, can you tell me which of these strategic initiatives were added as a result of going to cost-of-service?

MR. SIMPSON:  Well, maybe I'll –- I'll go --

MS. SCOTT:  Okay.  Well, definitely the Green Energy Act was added.

MR. SHEPHERD:  Okay.

MR. SIMPSON:  Sorry.

MR. SHEPHERD:  Well, that was also because the Green Energy Act came about and you had no choice?

MS. SCOTT:  That's right.

MR. SHEPHERD:  Right?  Okay.

MS. SCOTT:  Yes.  But we do, as we point out, we do have the choice of whether we ask for a funding adder, ask for a deferral account, rate base.

MR. SHEPHERD:  Well, so let me clarify.

You are not changing what you are doing in the GEA -- with respect to the GEA, because you are filing for cost-of-service, right?  You are doing all of the same things?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  They will be accounted for differently?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  Okay, fair.  Go on.

MS. SCOTT:  The adjustment for the Harmonized Sales Tax, the workforce planning –-

MR. SHEPHERD:  Sorry, what --

MR. SIMPSON:  The HST adjustment is really not particular related to the cost-of-service.  It was going to happen July 1st, 2010, one way or another.

MR. SHEPHERD:  Well, sorry, but the strategic initiative is -- is what?

MS. SCOTT:  Well, it is that an adjustment has to be made to the budget, because the budget or forward-looking numbers were not at that time adjusted for HST.

MR. SHEPHERD:  So this is not something new that you are doing?  It is just you have to fix the numbers?

MS. SCOTT:  We have to do that, yes.  To take from the forward-looking numbers to get to a real budget for the rate application, we have to do these adjustments.

MR. SIMPSON:  So I would not characterize the HST as something that came across because of the cost-of-service application.

MR. SHEPHERD:  Understood.  Although perhaps the Premier would be happy if you took the blame for it, but...

Okay.

MR. SIMPSON:  That I won't do either.

MR. SHEPHERD:  Now, the workforce planning is the big one, right?

MR. SIMPSON:  Correct.

MR. SHEPHERD:  And that's only because you were doing -- you wouldn't have done it but for the fact that you are doing cost-of-service?

MR. SIMPSON:  Well, again, I will make the point that at the time our board of directors is looking at the budget for 2010, there is an outer-year plan.

By the time the 2011 budget was to come back to the board, which at this point would have been imminently, the -- cost-of-service or not, the rationale and discussion related to our workforce planning, including apprentices, definitely would have been on the table.

MR. SHEPHERD:  All right.  I understand.

You identified the severity of the problem after you had your 2011 forecast, but before your 2011 real budget, right?

MR. SIMPSON:  Correct.

MR. SHEPHERD:  Okay.  The new CIS, that is just CAPEX, right?  That's not -- there is no impact on rates, so I don't understand how it is affected by the cost-of-service application.

MS. SCOTT:  Well, it is just this is what had to be changed in order to make a cost-of-service application, not that it was because of the cost-of-service application.

MR. SHEPHERD:  I don't understand.  What did you change, then?  That is what I am trying to -- in each case, all I am trying to understand is what did you change in these initiatives because you were filing for cost-of-service.

MR. SIMPSON:  The numbers were refined in our 2011 CAPEX forecast.  There was numbers related to the upgrade of our customer information system.

But as we were going through the cost-of-service application, the numbers were -- needed to be refined, and the timing needed to be finalized.

MR. SHEPHERD:  Okay.  Was there a point at which your plan was to have your CIS in-service in 2011, the new one?

MR. MARSH:  The CIS upgrade has been postponed.  I think the first years that we thought we would have the upgraded version was probably, like, 2009, and it got pushed out for different reasons.

At one point, it may have been 2011 -- I can't confirm that -- but that program has been on the books for a number of years.

Right now we are in the process, we are proceeding with the final details, and an RFP document should be on the streets early 2011 for a go-live of Q4 2012.

MR. SHEPHERD:  The original delay from 2009 was because you wanted to do it after you went to time-of-use, right?

MR. MARSH:  That was one of the big factors, because we were so busy with the work we had to do around TOU, and although the system is not fully supported by the vendor anymore, it was performing well.

And it was a bit of a risk management strategy.


We said, Let's get TOU in and get all of the changes done in our systems and processes, and then we will migrate all of that into our new system.  And that includes also the monthly billing that we talked about earlier.

MR. SHEPHERD:  Okay, okay.

Was one of the factors the timing of when you are going to get the tax breaks?

MR. MARSH:  Not from my position.

MR. SHEPHERD:  No?  Then you've got some others here.  The one I have questions on, I would still like to tell you which -- what changes you made in each of these, because you were going cost-of-service.  Maybe you could start with that, and then the one I have questions on is the facilities strategy, but maybe you could deal with the first four on this next slide, 9.

MR. SIMPSON:  In each of the cases on slide 9, certainly for the first four, as you mentioned, for new stations capacity, customer service strategy, CDM and the environmental plan, these are all initiatives that were funded or began in 2010 and are currently under way.

So irrespective of cost-of-service application, they would have come back in our plans for 2011 for either continued funding, or not, within the existing envelope.

So as you can see in our new stations capacity, for example, a key capital requirement in our jurisdiction, there is 17.2 million in our 2010 budget, and there was in our previous plan additional funding in 2011.  Whether that has changed in the cost-of-service, I am not entirely sure offhand.

Similar with the customer service strategy, it began in 2010, and the environmental plan there was funding in 2010.  And the continuation of those strategies, cost-of-service or not, would have been a decision for our executive and our board -- our board of directors going forward, as to whether they would continue to be funded in our 2011 plans, again, irrespective of the cost-of-service.

The decision on the cost-of-service puts them in, of course, our application, as you have seen, and confirms or denies funding for them.

MR. SHEPHERD:  And with respect to the facilities strategy, if I understand this and the other things here, am I right in understanding that the timing of it was determined by the cost-of-service application; that is, once you realized you were going to go with cost-of-service, the right time to build that, to do this massive undertaking, was at that time so the Board could scrutinize it?

MR. SIMPSON:  The facilities strategy itself was not in our 2011 plan as it was put forward previously.

The needs have been defined, and the first phases of it have just been -- as far as the strategy, as you have seen in the application, have been ramped up this year with the intention of proceeding over the next several years.

MR. SHEPHERD:  Thank you.  You will be pleased to know I am finished with Interrogatory No. 2.

I do have, I think, one or two questions on Interrogatory No. 3.  This is SEC Interrogatory No. 3.

I am looking at page 4 of that response, and am I right in understanding, first, that the cost to ratepayers in calendar 2011 of moving to a January 1st alignment of year end is about $4.4 million?  Am I concluding that correctly from these numbers?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  Okay.  In section (c), which is on page 4, you talk about what happens if your rates are not set until May 1st and how that constrains your ability to spend money, because even though you know what you would like to spend in the year, you haven't got it approved yet; is that right?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  And so am I right in understanding, then, that over the course of the calendar year, you end up spending less than your planned budget, because you had to hold back the first four months, generally speaking?

MS. SCOTT:  That has happened, yes.

MR. SHEPHERD:  Okay.  And that is not -- that's not a permanent change of spending; right?  It is just you delay it and you spend it later, right, or is it sometimes a permanent --

MS. SCOTT:  It can be -- if it's where you either spend it then or it can't be carried over, it could be a permanent.

MR. SHEPHERD:  So isn't one of the effects of moving
-- this was the point of this question (c), was exactly this, and isn't one of the effects of moving to January 1st that in that particular calendar year, you will actually likely spend more money than you would have, had you had May 1st rates?

MS. SCOTT:  Not necessarily.  There may be some carryover from the previous year, because everything's been shifted.

MR. SHEPHERD:  All right.  Question 4, SEC question 4, asks for information on the people in Hydro Ottawa Holding Inc.  You have given us very thorough information.  Thank you very much.

The one thing I have a question on is you have a number of percentage allocation of time figures.  There's two ways that you allocate time.  You allocate time directly to particular units, and you allocate time indirectly through overheads and loading components.

So my question is:  Are these percentages -- 55 percent for the CEO, for example, et cetera, are these direct and indirect, or just direct?  That is, in addition to this, is there also some of this person's time or cost in your overhead load or your capitalization, or whatever?

MR. SIMPSON:  So I will just ask for, my apologies, clarification on the question.

If we use the president and CEO, 55 percent as an example, could you repeat the question?

MR. SHEPHERD:  Yes, sure.  So you have 55 percent that is allocated to the utility.  You then have another 45 percent that you have to do something with.  And often what companies do is that's part of the load on other services.  So although it doesn't go directly to the utility, indirectly through the load on something else, it does end up being paid by the utility.  That is what I am asking.

MR. SIMPSON:  No, I don't believe that is the case.

MR. SHEPHERD:  So that other 45 percent is being allocated where?

MR. SIMPSON:  It remains in the holding company, or a portion of it would be allocated to other subsidiaries within the group of companies or it remains within the holding company.

MR. SHEPHERD:  That is true of all of these people?

MR. SIMPSON:  Correct.

MR. SHEPHERD:  Okay, wonderful.

I am now leaping to -- notice my choice of words -- to question No. 9, SEC No. 9, and I have two questions on this.

The first is, in your response to number (a), you said:
"The business cases provided to support the 2010 budget carry over to the 2011 plan."


And I didn't understand what that meant.  I looked at the business cases thinking that that would help me understand, and it didn't.

MR. SIMPSON:  Well, in certain cases with the business cases -- for example, I believe we've got a business case here related to the customer service strategy.  That's a multi-year plan which began in 2010.

So what the response is getting to is that the business case gets approved along with the 2010 budget, but there is an expectation - and it is listed in the cases, I believe - that there will be ongoing costs beyond just the current year.

MR. SHEPHERD:  Oh, so there were business cases that were not really new initiatives.  They were existing initiatives.  It is only the new initiatives that are supporting 2011 budget.  The existing ones are part of a sequence over years; right?

MR. SIMPSON:  Well, they would come back in the budget process for the following years, but the original business cases for new initiatives are there for the first time for additional staffing.  There is a mix of different requests that come forward.

MR. SHEPHERD:  I understand.

On page 2, you have a fascinating answer at number (c) in which you talk about the 45 positions people wanted to add in 2010 and the six that were approved.

I love that.  Keep that up, please.

Were some of these that were not approved approved for 2011, or have they been approved for 2011?

MR. SIMPSON:  Well, I guess the first answer is nothing has been approved for 2011 yet.

But some of these would have come back through additional requests and the workforce planning strategy that you will see for 2011, yes.

MR. SHEPHERD:  Well, your budget has an increase of, like, 32 positions in 2011, right?

MR. SIMPSON:  Correct.

MR. SHEPHERD:  So am I right in assuming that would be most of these?

MR. SIMPSON:  Many of those will be on that list, yes.

I haven't cross-referenced right down position-by-position, but just from looking at it, there are some positions on this list that were not approved in 2010 that are requested to come in for 2011.

MS. GIRVAN:  Just to clarify, Jay said 32 and you said 27.  Can you confirm what is the increase?

MR. SIMPSON:  The net increase on positions specifically --

MS. GIRVAN:  Mm-hmm.

MR. SIMPSON:  -- is 27, from 2010 to 2011.

MR. SHEPHERD:  Oh, that's year-end headcount?  Not FTEs?

MR. SIMPSON:  No –-

MR. SHEPHERD:  Because FTEs is actually 23, I think.  I just transposed.

MR. SIMPSON:  Right.  And in that, again, we get into FTEs, headcount and positions.

In the 23, that number includes some temporary staff in 2010 that will not be around in 2011.

MR. SHEPHERD:  Ah.

MR. SIMPSON:  So the 27 becomes 23, with four temporary staff dropping off.

MR. SHEPHERD:  Ah, okay.

So just back to SEC No. 9, page 2, can you just indicate to us, maybe by way of undertaking, which ones of those that were not approved for 2010 have been -- are in the budget for 2011?

MR. SIMPSON:  I can, probably best by undertaking.

MR. SHEPHERD:  Yes.  No, of course.

MR. SIMPSON:  Yes.

MR. BENNETT:  I can add a little bit to that.  It won't take away from the undertaking, but when I looked down the list, several of the individuals are within my group, and we have put a proposal in that we would have a crossover, if you like.  So we identified people who are going to retire, and we ask for a six-month, if you like, crossover.

So for example, distribution inspectors, I have two guys with more than 35 years service.  Same with service layouts, station apprentice, et cetera.

So in our proposal, initial proposal, we said we wanted to hire some people before these people left so we could have a crossover.

After much discussion, the saw-off, if you like, was we'll speed up the hiring process, so you get them just in time, but we are not going to have a long crossover.

MR. SHEPHERD:  So that was the decision for 2010?

MR. BENNETT:  Exactly.  And as far as I know, it is the same for 2011.  I have been told no different.  I'm not hiring pre people retiring at this point.

MR. SHEPHERD:  You are going to be surprised in a minute.

All right.  The --

MR. CASS:  Jay, sorry, was there an undertaking that should be given a number?

MR. SHEPHERD:  I guess we need a number, don't we? Neil?

MR. MATHER:  Sorry, I wasn't listening.

[Laughter.]

MR. MATHER:  Its number will be JT1.6, but I don't know what to call it.

MR. SHEPHERD:  This is an undertaking to identify which of the positions not approved in 2010, as listed in SEC No. 9, are in the budget for 2011.

MR. MATHER:  Thank you.

UNDERTAKING NO. JT1.6:  TO IDENTIFY WHICH POSITIONS NOT APPROVED IN 2010, AS LISTED IN SEC INTERROGATORY NO. 9, ARE IN 2011 BUDGET.

MR. SHEPHERD:  My next question is with respect to Interrogatory No. 11, SEC No. 11.

The question -- I am looking at (c).  As I understand what you are doing, you are basically borrowing back-to-back through the holding company, right?

MR. GRUE:  All of the financing is done at the Holdco level, and as required, goes down to the LDC.

MR. SHEPHERD:  The LDC needs most of the financing that the holding company gets, right?

MR. GRUE:  Typically, yes.

MR. SHEPHERD:  Okay.  And you just have back-to-back arrangements that are essentially identical?

MR. GRUE:  Between the holding company and the LDC?

MR. SHEPHERD:  Yes.  The holding company borrows from third parties, right?  Or from the city?

MR. GRUE:  No.  They borrow from third parties.

MR. SHEPHERD:  Third parties, and then you back-to-back that to the utility, right?

MR. GRUE:  Basically, through an agreement which was included in it.

MR. SHEPHERD:  Sure.  And it is at the same rate, except that you add 10 basis points, right?

MR. GRUE:  That's correct.

MR. SHEPHERD:  So where you say on page 3 of this that you charge a .1 percent administration fee, that is actually -- so if the external loan is at five percent, the downstream loan is at 5.1 percent; am I right on that?

MR. GRUE:  Correct.

MR. SHEPHERD:  Okay.  Thank you.

In the attachment that you have related to your Bank of Nova Scotia line -- I don't have a lot of questions on this, but as a former banker I have ask some or I would be drummed out of the corps -- there is a couple of standby fees here.

One is on your $75 million line, is 187-5 per year.  The other appears to be on your -- where is it?  I have lost it.

On your $50 million, five-year line, and it appears to be $200,000 a year.

Are these included in your budget, being -- you are proposing to recover from the ratepayers?

MR. GRUE:  The standby fee on the $75 million is allocated to the LDC, as basically they're the users of that working capital facility.

The $50 million is not.  It is based for mergers and acquisitions on the growth strategy from the holding company.

MR. SHEPHERD:  So the 187-5, then, is in the budget somewhere?

MR. GRUE:  It is in our budget for interest expense.  From a rate application, it falls out of the deemed capital structure.

MR. SHEPHERD:  That's what I'm asking.  So it is not incremental to your deemed capital amounts?

MR. GRUE:  No.

MR. SHEPHERD:  Okay.  Your cost of capital is unaffected by that, then?

MR. GRUE:  That's correct.

MR. SHEPHERD:  Okay, good.

And the 200 simply isn't allocated at all?

MR. GRUE:  That's correct.

MR. SHEPHERD:  Okay.  On page 7 of these Ts and Cs, there is a requirement from the bank to provide a copy of the approved annual budget to the bank within 120 days of the borrower's fiscal year-end.

So your year-end is December 31st, right?

MR. GRUE:  Correct.

MR. SHEPHERD:  So you had to provide the 2010 approved budget by the end of April?

MR. GRUE:  Correct.

MR. SHEPHERD:  You also have to report periodically if you change it, right?

MR. GRUE:  No.

MR. SHEPHERD:  The bank doesn't ask you to do that?

MR. GRUE:  No.

MR. SHEPHERD:  Okay.  So have we seen that budget that you provided to the bank?

MR. GRUE:  I believe so, yes.

MR. SHEPHERD:  Where is it?  Could you tell us where it is?

MS. SCOTT:  That would be what the numbers that are contained in the rate application for 2010 are.

MR. SHEPHERD:  So the 2010 forecast?

MS. SCOTT:  Not the forecast.  The original -- the original rate application was 2010 budget.  There was no actuals in there or anything.

So that would be the same thing that would have been provided to the bankers.

MR. SHEPHERD:  So there is no different figures what you provided to the bank, other than -- except for exactly what you put in the rate application as the 2010 budget?

MS. SCOTT:  Yes.

MR. SHEPHERD:  Wonderful.

Now, I am moving to the facility strategy, which -- you have a number of responses to our interrogatories.

And I guess maybe you could start by just helping me to understand what is -- do we have somewhere the net impact on revenue requirement in the test year of implementing the facility strategy?

MS. SCOTT:  I'm not sure.  I would have to look for it.  And if it's not there, I can certainly calculate it.

It's...

MR. SHEPHERD:  I looked and I couldn't find it.

MS. SCOTT:  Okay.  I can provide that to you, because it is fairly straightforward.

MR. SHEPHERD:  What's the in-service date?

MR. MATHER:  That is an undertaking, I think?

MS. SCOTT:  Yes.

MR. SHEPHERD:  Sorry, yes.

MS. SCOTT:  It is the effect on revenue requirement of the facility strategy.

MR. SHEPHERD:  Yes.

MR. MATHER:  JT1.7.

UNDERTAKING NO. JT1.7:  to PROVIDE EFFECT OF FACILITY STRATEGY ON REVENUE REQUIREMENT.

MR. SHEPHERD:  What is the in-service date of the new head office building?  Is it in the test year?

MS. SCOTT:  No.

MR. SHEPHERD:  So that shouldn't have an impact, then?

MS. SCOTT:  No.  It is only the land.  It is the 4 million of land in 2011 that would have the impact.

MR. SHEPHERD:  But the land is new land, right?  So it is not going to be used and useful?

MS. SCOTT:  We received an opinion that it could be treated as used and useful.

MR. SHEPHERD:  The opinion from your counsel or from the Board or somebody?

MS. SCOTT:  Actually, an external consultant.

MR. SHEPHERD:  Oh, okay.

So none of the loss associated with the existing properties has an impact on revenue requirement?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  Good.

Eventually that loss will have an impact on revenue requirement, right, because you've been...

Tell me whether I am right, that what you are proposing to do is to only reduce rate base by the amount of the proceeds, is that right, of sale?

MS. SCOTT:  We didn't go that far.  We said that once the whole strategy -- we would have to look at that once the whole strategy is complete.  We didn't make any suggestions for 2011.  We didn't make any proposals for 2011, in terms of how the gains and losses would be handled.

MR. SHEPHERD:  Oh, so that's why I couldn't find it.

MS. SCOTT:  That's right.

MR. SHEPHERD:  I was tearing my hair out last night.  Where is it?  It's got to be here somewhere.

Well, then is it your expectation that that would be a subject we would discuss in this proceeding, or that we would leave until the proceeding in which you have the head office in rate base?

MS. SCOTT:  We would hope you would leave it.

MR. SHEPHERD:  Okay.  Well, then I don't have to ask for the valuations.

I do have a question, though, about the valuations, and it relates to -- pages 3, 4, 5 of this interrogatory response talk about the fact that the properties are worth less than their book value.

In fact, in the attachment, in the real estate strategy, there is a chart somewhere, which of course I can't find now - oh, here it is - on page 14 that says the net book value is $32.9 million for these four properties.  And you think their fair market value is 23.8; right?

MR. SIMPSON:  Correct.

MR. SHEPHERD:  That is the toss-up.

MR. SIMPSON:  Correct.  Just for the record, though, correct at the time of this presentation.  Those fair market values have been slightly modified since the time this presentation was put together, but generally, yes, that's correct.

MR. SHEPHERD:  And they are higher now?

MR. SIMPSON:  They are slightly higher, yes.

MR. SHEPHERD:  All good news gratefully accepted.

But these are all being -- the fair market values now are all higher than your original costs.  The difference, if I understand it correctly, is that since amalgamation you have spent about $30 million on these properties; right?

I found this on...

MR. SIMPSON:  Well, I would have to verify the exact numbers, but, yes.  There's been significant expenditures made on the buildings, and they are now factored into the net book value.

MR. SHEPHERD:  All right.  So I am looking at the presentation called "Real Estate Strategy, Hydro Ottawa Limited Board of Directors, May 13th, 2010."

Do you have that?

MR. SIMPSON:  Yes.

MR. SHEPHERD:  And on slide 3, which is in the smallest type I have ever seen, it talks about the various things that you spent money on after amalgamation.

You renovated your Merivale property, Carling, and you did a strategic real estate plan, or you got Colliers to do a strategic real estate plan; right?

MR. SIMPSON:  Correct.  I believe several years ago, yes.

MR. SHEPHERD:  Can you tell me what year that was?

MR. SIMPSON:  I can.  I will just verify.

MR. SHEPHERD:  Is that plan in the evidence somewhere, by the way?

MR. SIMPSON:  In 2003, Colliers provided a strategic real estate plan.

MR. SHEPHERD:  Okay.  That is not in the evidence anywhere; right?

MR. SIMPSON:  The plan itself, I would say no.

MR. SHEPHERD:  But what you are doing is essentially what they told you was a good idea; right?  I mean, there is not a lot of big change?

MR. SIMPSON:  For the most part, that plan identified needs for new operation centres in the east and west end, covered the office administration and transformer stations.

So many of the recommendations from that plan are likely to end up in the new strategy, yes.

MR. SHEPHERD:  All right.  What I don't understand is, since then, you spent a lot of money, and what I don't understand is why you spent all of that money when you had a plan that said, Do it this way.

MR. SIMPSON:  Well...

MR. SHEPHERD:  That's what I am trying to get clarified.

MR. SIMPSON:  Yes.  A large amount of the money was related to renovations at our Merivale building, which is our west end operation centre for the system office.  There was a requirement to upgrade or redo the system office.  So that was completed within the existing building.

MR. SHEPHERD:  So that was already spent before Colliers said, Have a new west operation centre?

MR. SIMPSON:  Let me verify timing.  I don't believe that was spent before 2003.

MS. SCOTT:  No.

MR. SHEPHERD:  It says here their plan recommended retain Merivale due to recent extensive renovations.  So I assume it was sort of sunk costs?

MR. SIMPSON:  Sorry, where are you reading that?

MR. SHEPHERD:  That is slide 3.

MR. SIMPSON:  Those renovations would not be related to the system office upgrade.

MR. SHEPHERD:  Oh, this is a new one?  Okay.  It is an additional spending after that.

See, I guess what I am trying to figure out is you went out and you got an expert.  You said they said this is what you should do in 2003.

And you went to your board of directors in 2006 and said, We should do this, and they said, No, no, no, we don't want to do that right now.  And I am trying to figure out why, because now you do want to do it in 2012, or '11 and '12.  It looks like a good idea, don't get me wrong.  I just don't know why you didn't do it nine years earlier.

MR. BENNETT:  Just to clarify, so in the list that you have there, disposal of the Maple Grove property, which was the old Kanata Hydro, and establish a west end ops, in a sense they did both.  They established a new west end ops on the same property.

MR. SHEPHERD:  Split the property in two?

MR. BENNETT:  Exactly, and Kanata Hydro became telecom and now is Atria; disposed of the Albion on property along with establish the new east ops and a new headquarters facility at the time, that was the same thing.

So get rid of Albion, and this new facility will take over for Albion, if you like.  And that is what you saw in 2006 as an example.

And there was a lot of interest in that.  We thought we had a property with the City of Ottawa that would fit.  It was a property that the City of Ottawa had an operation on that they were declaring redundant.  But after much debate and discussion, that didn't come to fruition, and, at the same time, I guess we had a change in CEO and some things going on.  So they wanted to review the whole process.

The Merivale stuff, there was initial renovations done at Merivale to make it sort of an office facility.  It was the old Nepean Hydro, and then subsequent or around the same time, the stuff that Geoff was talking about, we built a ten-bay garage for the ops gang, and redid the old garage which was part of the building into the system operation centre.  That was done between 2003 and 2005.

So that was happening around the same time as this came out.

MR. SHEPHERD:  That was basically a stopgap, because at that time you were still thinking about a bigger change?

MR. BENNETT:  The south end wasn't as high priority at the time, in the sense that Merivale, it is not a great location.  It is not a bad location, but the issue now is that we've got probably almost three times as many people in there as they had previously at Nepean, and the area is growing and the south end of town is growing significantly, if you look at Ottawa where a lot of the growth is happening.

So it makes a lot of sense to get the crews closer to where the activity is taking place and get it out of a well-established area with poor, if you like, traffic.

So that one was -- 2003 wasn't readily identified, I would say, and the ops centre at Carling was built, and it is proposed to stay.

MR. SHEPHERD:  All right.

Your staff have been complaining for years about your office space and your -- and the garages and the -- they're too low for the new trucks, and all of this stuff.  Constant complaints; right?

MR. BENNETT:  Yes, yes.  To give you an idea, the Albion building, which was the old Ottawa Hydro, I guess would be the 1950s version of a headquarters and ops centre, if you like, an east end ops centre.

It has a lot of the facilities, but the facilities, like the garage, for example, were built for old gas-powered vehicles, much lower profile than the present day dual tandem diesel-powered vehicles.

So the new trucks, none of the new trucks will fit in that facility at this point.

MR. SHEPHERD:  You have done some financial analysis of this.  And it looks like - tell me whether I am right - like your -- the incremental cost of 48 million adds seven or eight million dollars a year to revenue requirement, and you are only going to safe about two-and-a-half million dollars a year; is that right?  In operating costs and stuff like that?

And I am not being critical.  My point is that the benefits are mainly non-financial benefits; it is simply not a suitable way to run a company?  Is that -- am I saying that fairly?

MR. SIMPSON:  I think you are saying that fairly.  There was a financial analysis done, but the ultimate decision around the need for a new strategy and some new options is not primarily driven by the finances.

MR. SHEPHERD:  Can you confirm that the impact of the strategy is approximately a four-percent rate increase?

MS. SCOTT:  I would have to take that as an undertaking.  You are talking the total?

MR. SHEPHERD:  Yes.

MS. SCOTT:  Yes.

MR. SHEPHERD:  Including the benefits and the costs.  There are non-financial benefits.  I get it, and I guess the Board will -- because you want the Board to say you are going in the right direction, at least, I assume.

And the Board will want to know what's the price for those non-financial benefits.

MR. MATHER:  That is an undertaking, JT1.8. Undertaking No. JT1.8, approximate cost and benefits of the facilities?

MS. SCOTT:  And the impact on rates.

MR. MATHER:  And it is the approximate cost and benefits of the facilities?

MS. SCOTT:  And the impact on rates.
UNDERTAKING NO. JT1.8:  to PROVIDE APPROXIMATE COST AND BENEFITS OF THE FACILITIES, AND IMPACT ON RATES.

MR. SHEPHERD:  On rates, yes.  I am estimating about 4 percent.  If you could just give us a ballpark, that would be good.

MR. SIMPSON:  Perhaps it is only me that needs the clarification.  I just would be interested in what -- this is a multi-year plan, a different cost, different benefits in each of the individual years.  You're talking about a 4 percent impact on the rates in –- in totality?

MS. SCOTT:  I was assuming in the final --

MR. SHEPHERD:  It is a permanent impact.  Eventually when it is all done, it is going to cost you about seven or eight million dollars more.

MR. SIMPSON:  Once it is done.

MR. SHEPHERD:  And it is going to save you two or $3 million a year, so it's going to have net cost of 5 million, I think.

MR. SIMPSON:  So not for –- not for this test year?

MS. SCOTT:  No, no.

MR. SHEPHERD:  I may be wrong, and that is why I am asking.

MR. SIMPSON:  Understood.

MR. SHEPHERD:  On page 21 of that batch of material, it is appendix 5, it is called, but it is actually slide No. 42.

There is a calculation of the estimated operational efficiencies from complete rationalization, putting your ops centres in the right place so they're close to the highway and they're close to where the need is, and you are putting your head office in a more sensible place, all of that stuff.

And that results in operational savings.

Have you estimated what this -- how this translates into -- in terms of number of people, number of trucks, stuff like that?

Like, you have unit costs, which I understand, but from a budgetary point of view, it is actually people?  Mainly people, right?

MR. SIMPSON:  To the specifics of the savings that are presented on the slide?

MR. SHEPHERD:  Yes.

MR. SIMPSON:  It is not specifically people.  It is time on the road, for example, from the different facilities.  So time savings, productivity savings from those -- from the trips being shorter, fuel savings from trips being shorter, that kind of quantification.

MR. SHEPHERD:  But how that translates into budgetary savings is you need less people if they have to spend less time on the road, right?  That is my question, really.

Otherwise, you have no way of saving money, right? They're the same people, just working less.  It's --

MR. SIMPSON:  There is fuel savings.  Same people doing more.

MR. SHEPHERD:  Okay.  So you have no estimate of how many people that translates into?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  All right.  Thanks.

I am now going to vegetation management.  Ms. Girvan is now excited; her favourite topic.

And this is SEC No. 14.  We asked in (a) could you break down your vegetation management budget, first between outsiders and insiders, and secondly, by function.

And you said:  As between outsiders and insiders, we are not going to tell you.  And you didn't respond to function at all.

So I wonder if you could just, first of all, help me with why you can't provide us with the breakdown between inside and outside costs.

MR. BENNETT:  The primary issue there was divulging, I guess, the contract costs associated with the tree trimming specifically.

I mean, I can tell you that we basically have two inspectors internally, who look after the contractors who do the work.  So if you look at the costs, the costs are primarily the contractor costs.

MR. SHEPHERD:  So would it be fair to say that your internal costs don't exceed 200,000?

MR. BENNETT:  In that range.

MR. SHEPHERD:  The external contractors is arm's-length, right?  It is not related to you or the city?

MR. BENNETT:  Say that again?

MR. SHEPHERD:  The external contractors are arm's-length?  They're not related to you, they're not related to the city?

MR. BENNETT:  The external contractors are hired by us to do the tree trimming.

MR. SHEPHERD:  yeah.  So they're not related to Hydro Ottawa?

MR. BENNETT:  No.

MR. SHEPHERD:  They're not related to the City of Ottawa?  Not in any way?

MR. BENNETT:  No, that's right.

MR. SHEPHERD:  Okay, good.

MS. SCOTT:  We may have just missed the broken-down-by-function request.  If you still require that, we can --

MR. SHEPHERD:  I would appreciate it if you could.

MR. MATHER:  JT1.9, breakdown by function of vegetation management.
UNDERTAKING NO. JT1.9:  to PROVIDE BREAKDOWN BY FUNCTION OF VEGETATION MANAGEMENT.

MR. SHEPHERD:  In (c) in that same question, (c), which is on page 3, we were asking you what were your savings going to a two-year cycle.  The two-year cycle, you will agree, is a very short cycle compared to other LDCs, right?

MR. BENNETT:  I don't know what other LDCs do.

MR. SHEPHERD:  So you didn't benchmark this to other LDCs in any way?

MR. BENNETT:  No.

MR. SHEPHERD:  Is that a general practice at Hydro Ottawa, that you don't look at what other LDCs are doing before you make operational decisions?

MR. BENNETT:  I guess it depends on the situation.

The tree trimming, for us, we've been in it for a long time.  It spoke for itself, I guess.


MR. SHEPHERD:  Okay.  But anyway, you took part of the -- of your service area and you reduced it to a two-year cycle, right?

MR. BENNETT:  That's correct.

MR. SHEPHERD:  And the theory was that there would be a net saving, because although you would be spending more money on tree trimming, you would also have less outages, et cetera; is that right?

MR. BENNETT:  Yes.

MR. SHEPHERD:  But if I understand this answer right, there is no way that you can identify that savings empirically.  You can't actually look and see the savings anywhere?

MR. BENNETT:  Well, the answer is talking about the savings, I guess, if you like, from the contract point of view versus the savings in reliability point of view.

And we don't have a dollar figure for the reliability point of view.  I mean, if I look at the expenses 2006 through proposed 2011, it depends on the year and how the cycles match up.  So the suburban area is a three-year cycle.  The urban area is a two-year cycle.

Each cycle has its own costing.  And so if you take the highest of the two-year and the highest of the three-year, that will be the highest cost year for you, if you like, in that contract.

So it's not -- it's not one price, fixed each year, if you like, but overall the results have been good for us.  I guess -- I don't know how much we want to spend on this -- in my experience in Ottawa, we had a seven-year cycle back in the day, but everybody did tree trimming.  So all of our guys did tree trimming.

So we had a contractor come in on a seven-year cycle, but every vehicle was equipped to do tree trimming, and they did tree trimming in every job that they did, basically, if it was in a backyard or near trees.  So you never saw the actual costs of tree trimming.

MR. SHEPHERD:  So when they went to fix something or to deal with an outage or something, they took their clippers with them?

MR. BENNETT:  Exactly, yes.

And the condition, I guess, of the old Ottawa area is that a lot of the distribution, overhead distribution, is in backyards, well-established trees now.  So you can imagine the trimming when the tree is growing is minimal.  As the tree grows, it gets a little bit more.

Subsequent to the ice storm of 1998, we got fairly aggressive on the tree trimming.  People were somewhat open to that at that time.  But, you know, when you get fully matured trees, if I am going to maintain a ten-foot clearance and I am going to try to do it over, you know, a multiple year trimming cycle, I've got to take a lot of tree off.

And so you are always in this balance between the customer, the health of the tree, and the reliability to your distribution system.

MR. SHEPHERD:  Okay, thank you.  I have, by the way, about 15 more minutes.  Do you want me to finish before the lunch?

MR. MATHER:  I am indifferent.  I will be here after lunch.

MR. SHEPHERD:  Does anybody care?

MS. SCOTT:  I would like you to finish, if you can.

MR. SHEPHERD:  Sure.  So I am looking at SEC No. 15.  This relates to your customer service strategy plan.

On page 4, you identify your spending on the customer service strategy in 2008 and 2009.  Tell me whether this is correct, that I can fairly characterize that as you implemented integrated voice response and you hired some consultants to look at what you should do in the future.  Is that fair?

MR. MARSH:  I would say, yes, that is a fair statement.

MR. SHEPHERD:  Okay.  And then in 2010 and beyond, you have now some people in your budget to move this forward, this strategy forward?

MR. MARSH:  Yes, that's correct.

MR. SHEPHERD:  Okay.

Now I am turning to the workforce planning, which is SEC No. 16 and also CCC No. 30.

In your answer to (b) in SEC No. 16, you say that there are 27 employees who have retired, of whom 60 percent of them retired right when they were eligible for full pension; right?

MR. SIMPSON:  That's correct.

MR. SHEPHERD:  And then the other would be 11 or 12 people stayed on, but they stayed on an average of seven months, and then they left?

MR. SIMPSON:  That's correct.

MR. SHEPHERD:  But then you have another 23 who -- of that same group, that is, that are eligible to retire at full pension, that still haven't retired; is that right?  So we have a sample of 50, is what I'm saying.

MR. SIMPSON:  That is correct.

MR. SHEPHERD:  Okay.  So here is what I am trying to understand.  You have this forecast of the problem of impending retirements, which I get, but can you not statistically identify how many retirements you actually expect in any given future period based on the data that you have, because I didn't see that anywhere?  Maybe it is in there somewhere and I just missed it.

All I saw was information on people who are eligible to retire, not people who are expected to retire.

MR. SIMPSON:  No.  Well, to your first question, yes, the available data, as it states, could be used as the benchmark for the forecasting going forward.

MR. SHEPHERD:  What I was really asking is:  Have you done that or have you looked at that question?

MR. SIMPSON:  I will say, subject to check, I believe, yes, that is the way the analysis has been completed.

MR. SHEPHERD:  Okay.  But that is not in the evidence here anywhere?

MR. SIMPSON:  That's what I'm looking at.

MR. SHEPHERD:  Because I would love to see that, how many people are actually expected to retire, as opposed to how many people are eligible to retire.

MR. SIMPSON:  I will take that away to confirm it.

MR. SHEPHERD:  If you could just give us whatever you have on your forecast of how many retirements you actually expect and how you got to those numbers, that would be very useful.

MR. SIMPSON:  Okay.

MR. SHEPHERD:  If you have anything.  If you don't have anything, you don't have anything.

MR. MATHER:  That is JT1.10, it is forecast retirements, and is that through until 2020, or whatever is available?

MR. SHEPHERD:  Yes.  It is a long-term strategy, so you may have a few years out.  You may have a lot of years out.  I don't know.
UNDERTAKING NO. JT1.10: TO PROVIDE A FORECAST OF RETIREMENTS.

MR. SIMPSON:  Just before we leave it, In Exhibit D1-5-1, we indicate our forecasting there to be 243 employees eligible to retire between 2010 and 2020.

But what you are looking for is whether, within that forecast, we factored in that some will and some won't?

MR. SHEPHERD:  Yes.  So you have a sample of 50, of which 15 have retired or retired on their date of eligibility; right?  And only 27 in total have actually retired.

So you can't just apply that exactly to those 241 people, because some of them are eligible to retire next year, and by 2010 will actually go.

MR. SIMPSON:  Yes.  I will confirm how that is translated into the forecasting for the workforce planning strategy.

MR. SHEPHERD:  Wonderful.

In (h) to that answer - this is SEC No. 16(h), which is on page 4 - what we are trying to get at here is you have expressed a concern that your retention rates for apprentices are going down.

And so we asked the question:  Well, why is that still your primary strategy if it is becoming less successful?

I didn't understand your answer.  Your answer was, We have strong rates of retention, but that was the problem that I was trying to address.

MR. SIMPSON:  So we've experienced strong rates of retention in the hiring of apprentices and experiencing -- we have little experience in hiring qualified journey persons, just because of the labour shortages.

MR. SHEPHERD:  I understand.  But what you said in your evidence was that your retention rates for apprentices are going down.  They're worse, and so -- but you are retaining the same strategy.  That is what I am trying to understand.

MS. SCOTT:  As I understand it, what it says in the evidence is that once they become journeymen, it is hard to retain them, keeping the apprentices.

MR. SHEPHERD:  Exactly.

MS. SCOTT:  Yes.

MR. SHEPHERD:  You don't really need apprentices.  You really need journeymen; right?  If you can't keep them, why would you keep paying the upfront costs?  That is what I don't understand.

MR. SIMPSON:  I think our evidence on apprentices that have become journey persons at this point is limited.

Again Exhibit D1-5-1, the original workforce strategy, on table 5 provides the retention rates for our apprentices, and they are fairly strong, I would categorize them as, between the hired and retained, especially in the recent years, 2008, 2009 and 2010.  The issue or the risk becomes, once they do become journey persons, they are highly qualified and desirable to the industry as a whole.

MR. SHEPHERD:  Hmm-hmm.  So you have programs to counteract that problem?

MR. SIMPSON:  We have numerous HR programs in order to retain staff.

MR. SHEPHERD:  And of course one of them is give them better facilities, I understand.

Okay, I have just one question on SEC No. 17.  This is your 2010 forecast on a six-plus-six basis, right?

MR. SIMPSON:  Yes.

MR. SHEPHERD:  On the second page, you had your Q2 actual, which I guess is a cumulative Q2 actual, right?  Is -- for bad debts is actually you have collected more than you have written off; is that right?

MS. SCOTT:  That's what it shows, yes.

MR. SHEPHERD:  Then you have 990,000 for the last half of the year.

So the question is:  Is that 990 something that you know about already?  Or is that an estimate based on past experience for the full year?

MR. SIMPSON:  It's an estimate based on past experience for the full year.

MR. SHEPHERD:  Okay.  And then my last question is on personnel.  I have to figure out what it was.

It flows from SEC No. 19, but I am actually looking at the update of attachment Y, the employee compensation breakdown, which I believe is attached to CCC No. 30.

Some of this information was redacted in the original filing, and so now it is all there.  And I understand why it was redacted.  I just...

Now that we have it all, it raises one question that I would have asked an interrogatory, and that is you have a changing mix of employees, in which you have more apprentices and less people close to -- who are senior, right?  Because you are now hiring to backfill -- to fill in all of those people who are retiring, right?

MR. SIMPSON:  We are moving towards doing that, yes.

MR. SHEPHERD:  So your average age should be going down -- not age, that's wrong.  Experience level is going down?

MR. SIMPSON:  On average, yes.

MR. SHEPHERD:  And so have you factored that into your average wages per person?  Because I see increases that appear to be quite reasonable, I mean, except for executive.  They're, you know, like 2 percent or less.

I won't comment on the executive increases.

But that is before you factor in that difference in experience level.  Have you done any analysis of how that impacts on your average costs per employee?

MR. SIMPSON:  Specifically, no.  But with the mix of staff you're seeing there, especially in 2010 and 2011, the costing, the benefits and the -- salary, wages and benefits for the total compensation for the positions listed would be impacted by the fact that there are a plan for additional apprentices coming in, which would reduce the average cost per employee.

MR. SHEPHERD:  Especially on the unionized side, right?

MR. SIMPSON:  On the unionized side, correct.

MR. SHEPHERD:  Okay.  But you don't have any data on how much that impacts?

MR. SIMPSON:  I don't have data on that specifically.

I would caution, if I can use that word, that I doubt the impact would be as significant as you might think.

Some of the apprentices we have now have been on for two, three years.  And as they move closer to the journeyman level, they're essentially or close to the same pay range as some of the more experienced group.

MR. SHEPHERD:  Wonderful.  That is all of my questions.

MR. BENNETT:  If I could just add to that, there is two categories, in a sense, when you say the trades group.  So the lines group, as was identified in the workforce plan, they've got a crossover period.  So they're pre-hiring, if you like, five years in advance, to get them well established, trained and competent before the linemen retire.  So there is a crossover period where you've got experienced guy and apprentice.

In the other trades categories, we're hiring just in time, if you like.  So in that sense, you should see where someone for a period of time goes out at the top end and someone comes in at the bottom end and progresses through the four years to the top end, a reduction in that individual position for that period of time.

MR. SHEPHERD:  That reminds me of another question I had.

MS. SCOTT:  Stay quiet.

[Laughter.]

MR. SHEPHERD:  And I don't know how I missed it.  Now I can't find it.

Let me just ask it this way.  I don't know what the reference is, because I had it in here and I've lost it.

You have in this application proposed a six-month overlap in hiring, right?  And one of the reasons is because you need to -- it takes that long to pass on information to the new people.

That's what you have in this application, right?

MS. SCOTT:  Go ahead.

MR. SIMPSON:  That's correct.

MR. SHEPHERD:  So you said earlier that you asked for this in 2010 and it was denied, and you didn't think it was true in 2011.  Am I missing something here?  Is that the rule in 2011 as you are proposing?  Because if so, you get some more people, by the way.

MR. BENNETT:  That would be good.

MR. SHEPHERD:  Can you just help me understand the difference between the two?

MS. SCOTT:  Well, certainly the budget for the rate application includes that crossover.  I am not -- I can't speak to Bill's experience.

MR. BENNETT:  I can't either.

MR. SHEPHERD:  Okay.  Thanks.  I just wanted to see if you could clarify.  That is all of my questions, then.

MR. MATHER:  All right.  I think it is time for lunch.

So we have something to look forward to, have you worked out questions from Ms. Girvan or from Mr. Aiken first when we come back?

MS. GIRVAN:  If it is okay if I go ahead, I have maybe 10 minutes at the most, because I have to leave at 2:30.  Is that okay with you, Randy?

MR. AIKEN:  Yes, that's fine.

MS. GIRVAN:  Thank you.

MR. MATHER:  How long do we need?  Is 35 minutes adequate, that we'd come back at 1:15?  Or do you want 1:30?  I am open to suggestions there.

MR. AIKEN:  1:20.

MR. MATHER:  1:20.  1:20.  We'll split the difference.  We will resume at 1:20.

Thank you.

--- Luncheon recess taken at 12:41 p.m.

--- On resuming at 1:22 p.m.

MR. MATHER:  Okay, being the appointed hour, let's proceed.  I am sure others will join us in due course.

Questions by Ms. Girvan:


MS. GIRVAN:  Actually, I just have a few questions.  If you could turn to CCC 11, please, this is distribution sustainment.  This is the capital plan.

If you look on page 2, there is two items that I just want to seek some clarification on.  One is the plant failure capital, to start, if you could explain what that budget item is?

MR. BENNETT:  Plant failure capital is unplanned replacement of equipment.

MS. GIRVAN:  So it is sort of a contingency?

MR. BENNETT:  Yes.  In a sense, yes.

MS. GIRVAN:  Can you explain to me how that budgeted amount is determined?

MR. BENNETT:  Historic information on plant failures.

MS. GIRVAN:  So is it an average?  Is there some methodology?  How did you come up with the 2.4 million?

MR. BENNETT:  I don't think there is a special formula.  It is based on the historic plant failure number.  So if you look in the asset management plan, it talks about replacement rates and projected failure rates.  If you want to reduce failure rates, in theory, you are going to increase the replacement rates.

So it was a product of that.

MS. GIRVAN:  Is there any way you could undertake to give me a little bit of a better explanation how you arrived at 2.4 million exactly?

MR. BENNETT:  I can dig up the information, to the best of our ability, on what the 2.4 constitutes.

MS. GIRVAN:  Okay, that would be helpful.  Thanks.

MR. MATHER:  That is an undertaking.  That is undertaking JT1.11.

UNDERTAKING NO. JT1.11:  TO PROVIDE FURTHER DETAIL ON PLANT FAILURE CAPITAL BUDGET ITEM, CCC INTERROGATORY NO. 11.

MS. GIRVAN:  Just sort of scrolling down, half way down the page, Can you explain to me what sustainment miscellaneous is?  It is a $5.3 million budget item.

MR. BENNETT:  Sustainment miscellaneous, I believe, is all of the sustainment activity which is under the threshold, grouped into one category.

MS. GIRVAN:  And what is the threshold?

MS. SCOTT:  The materiality threshold is 750K.

MS. GIRVAN:  Okay.

MS. SCOTT:  So anything that was under 750K got grouped together to make up the 5 million.

MS. GIRVAN:  Is there any way you could find more detail on that, provide more detail?

MS. SCOTT:  We have it, if you want it.

MS. GIRVAN:  That would be helpful.

MS. SCOTT:  Yes.

MR. MATHER:  That is going to be JT1.12.  That is detail on sustainment of what?

MS. GIRVAN:  Miscellaneous.

MR. MATHER:  Oh.

MS. GIRVAN:  It is a pretty large item, with really no backup that I could see.

MS. SCOTT:  That's what happens when you get a lot of little things and they all add up to one big thing, but, yes.
UNDERTAKING NO. JT1.12:  TO PROVIDE FURTHER DETAIL ON SUSTAINMENT MISCELLANEOUS ITEM, CCC INTERROGATORY NO. 11.

MR. SIMPSON:  I don't mean to jump in, and this may not be satisfactory to your question, but all of your questions marked with a subscript 1 make up the sustainment miscellaneous.

MS. GIRVAN:  Okay, that is helpful.

MR. SIMPSON:  If you are looking for a breakdown within that, but within that, you would see from station battery replacement, station conductor replacement, station client failure capital, insulator replacement, elbow and insert replacement.

MS. GIRVAN:  Yes.

MR. SIMPSON:  All of those together make up the --

MS. GIRVAN:  If you can just provide the detail, that would be helpful.

MR. SIMPSON:  You want the details, okay.

MS. GIRVAN:  Thank you.  If you turn now to CCC 23, this sets out the 2008 to 2011 OM&A.

We are not sure if Bill asked about this or not, but if you go down on page 2, the two items that I am interested in are meter expense and, again, miscellaneous distribution expense.

And I just notice, going from 2009 to 2010, the meter expense is a significant jump, and it sort of sustains at that level again in 2011.  So...

We are on page 2 of 5.

MR. MARSH:  I think -- and this would be subject to check, but I think a big component of this is, with the smart meter deployment program coming to an end --

MS. GIRVAN:  Hmm-hmm.

MR. MARSH:  -- and the first group of meters that went in go back to 2006, and that was 96,000 of them.

MS. GIRVAN:  Hmm-hmm.

MR. MARSH:  We're going to be investing a lot in going back and doing some testing, so going to the field, removing meters and doing testing for Measurement Canada purposes and for our own QA purposes.  So there is where you will see a lot of activity around meter maintenance in the next coming years.

That will be '11, '12, '13 and it is ongoing.

MS. GIRVAN:  But this isn't -- it isn't included as part of your overall smart meter project?

MR. MARSH:  That's correct.  For us, our smart meter project ends December 2010, and from hereon in, all metering expense becomes OM&A, just the -- and regular metering expense.

The project is not -- the meter deployment, we're 99-point-some percent deployed as we speak.

MS. GIRVAN:  So you've got -- like, it's about a $2 million increase in maintenance for those meters?

MR. SIMPSON:  If you look at Exhibit D3-1-3, there is an explanation specific to that point on page 4 of 9 towards the bottom.  So the $2 million increase is -- as Roger put forward, the 2009 numbers were understated, because about $2 million of the labour was capitalized as part of the smart meter project.  So that ends in 2010, and that causes the net increase of approximately $2 million, when you look at the 2010 figure.

MS. GIRVAN:  Right.  Okay.  My second part on that page was the miscellaneous distribution expense.  Is this another sort of catch-all?

What I see is a significant jump from 2009 to 2010, and another increase in 2011.

MR. SIMPSON:  Again, referring back to Exhibit D3-1-3, page 5, this time it is spoken to there.  The 2009 actual expenses were lower than historical due to the additional capital and maintenance cost recovery for our extraordinary item in 2009, which was the fire at our Beacon Hill substation.

So that insurance offset, which was available in 2009, is not available in 2010, which creates the net increase.

MS. GIRVAN:  Okay, thanks.

If you go to page 4 of that same exhibit, I think this is in the evidence.  I just need to be reminded.  But I am specifically looking within the context of community relations, the various items that comprise that.

If you could provide me with a more detailed explanation of the items, what the nature of them are, and specifically what the increases are related to?

I know you set out, I think -- yes, in another interrogatory, it was some explanation, but I just -- if you focus on this page, I would like to have a better understanding.

MR. SIMPSON:  5605?

MS. GIRVAN:  5410.

MR. SIMPSON:  5410, sorry.  Included in the 5410 in the US of A, at least for 2010 and beyond, is the additional funding for our customer services strategy.

MS. GIRVAN:  What does that mean, sorry?

MR. SIMPSON:  Well, as one of the exhibits, one of our initiatives funded in 2010 and hopefully funded again in 2011, is a customer service strategic plan, which is a multi-faceted plan to improve our outward-facing abilities with the customer.

And the additional costs related to that plan are included in line 56 –- sorry, 5410.

MS. GIRVAN:  That entire plan is included -- the 5.2 million, say $5.9 million dollars in 2011, is that alone?  Or is it comprised of other items as well?

MR. SIMPSON:  No.  Sorry, I was speaking primarily to the increase.

MS. GIRVAN:  Yes?

MR. SIMPSON:  From '10 over '09.  Included within that would be our call centre costs and our costs for all other customer-facing activities.

MS. GIRVAN:  Okay.  And then can you help me with the "energy conservation" line?

MS. SCOTT:  You're referring to the energy conservation GEA?

MS. GIRVAN: Yes.

MS. SCOTT:  Yes.  That is because we didn't have a US of A to specifically put GEA activities in, we used the 5415.  So that is the 500,000 in '11 related to the additional positions for the Green Energy Plan.

MR. GIRVAN:  Oh, okay.  For the four additional --

MS. SCOTT:  That's right.  The four, and... yeah.

MS. GIRVAN:  Then can you help me with 5510, please?

MS. SCOTT:  My understanding is 5510 is related to the key accounts group.

MS. GIRVAN:  Oh, so like account managers for the larger customers?

MS. SCOTT:  That's right.  For the larger customers in that group, the schools and things like that.

MS. GIRVAN:  We will have to reduce that one.

[Laughter.]

MS. GIRVAN:  Okay.  So if you could turn now to CCC 39, if I look at CCC 39 -- and I just wonder if you could explain to me -- this is talking about the FIT program and talking about various projects, that there were 80 and now there is 46 have actually been put on hold.

Does this answer impact at all the costs for 2011?  Like, because these projects are on hold, is there a need to update your revenue requirement to accommodate that -- to reflect that, I should say?

MS. SCOTT:  No.  No.

MS. GIRVAN:  And why is that?

MS. SCOTT:  Because the only project in 2011 that would be affected by whether or not projects were going to go ahead is the Goulbourn, which, again, is not in -- does not flow through to the revenue requirement.

MS. GIRVAN:  Okay.  So there is nothing else that is impacted because of this sort of -- the fact that these projects are on hold?

MS. SCOTT:  Yes.

MS. GIRVAN:  Okay.  Thanks.

If you go to CCC 30, please, and then there is the attachment, the "employee compensation breakdown."

If I look at 2008 -- sorry, go to page 4, please.

And if I look at table 2, it is total compensation, the item "union overtime."

I may have missed this somewhere, but can you explain to me what the big difference between 2008 actual and 2008 Board-approved was?

There is a significant reduction in what you actually paid out in overtime versus what was approved.  It is 2.138 million versus $1.6 million, which is what was the 2008 actual.

If you want, you can undertake to provide the explanation.

MR. SIMPSON:  I think we would need to do that.  I don't have details on 2008 actuals with us here today.  We can take that away.

MS. GIRVAN:  Okay.

MR. MATHER:  That's going to be JT1.13.

MR. MATHER:  That is the 2006 approved versus actual overtime --

MS. GIRVAN:  2008.

MR. MATHER:  2008, sorry, yes.
UNDERTAKING NO. JT1.13:  to EXPLAIN VARIANCE IN UNION OVERTIME BETWEEN 2008 ACTUAL AND 2008 BOARD-APPROVED COSTS, AND EXPLAIN INCREASE IN OVERTIME COSTS FROM 2009 TO 2011.

MS. GIRVAN:  Please explain the variance between the overtime, union overtime.

Then I just wondered why we see in subsequent years, 2009, 2010, 2011, quite a significant jump in overtime.

Based -- it is sort of more in line with what your 2008 approved was, which to me isn't really consistent, all that consistent with what actually occurred in previous years.

So going from 2009 to 2010, and again, 2011, I see a significant increase in your overtime budget.

If you could provide me an explanation for that.  When I look at -- specifically looking at '08 actual and '09 actual.

MR. SIMPSON:  Perhaps we could add that to the same undertaking and get you information on all of them.

MS. GIRVAN:  Okay.  Thank you.

MR. SIMPSON:  Thank you.

MS. GIRVAN:  Now, turning back to the previous page, which is page 3 of 9 in the same interrogatory, just to clarify again, now I see positions planned at 29 in this evidence.  I think before you had said 27.

MR. SIMPSON:  Where is it you're --

MS. GIRVAN:  Page 3 of 9.

MR. SIMPSON:  The workforce planning, as it says, the positions planned for hiring and listed there on the 29 are for 2010 and 2011.

MS. GIRVAN:  Okay.

MR. SIMPSON:  Two of these positions have, in fact, been approved and hired and staffed in 2010, which are the -- in fact, the last two on the list there, the customer communications officer and the customer information service technical support analyst.

Those are part of our 2010 workforce strategy.

So the incremental for 2011 is 27.

MS. GIRVAN:  Okay.  If you turn to CCC 36, please, and this is -- the question was about the relief that you are seeking with respect to its -- your Green Energy Plan.  I guess I am really looking at what do you want the Board to give you, in terms of comfort from approval of your Green Energy Plan?

I mean, is it strictly limited to just the projects that are -- form part of the revenue requirement in 2011?  Or is it something more than that?

MS. SCOTT:  I think it is approval of the projects that go into the revenue requirement, but I also think there's -- you know, are we totally out to lunch in terms of where we're going.

MS. GIRVAN:  Okay.  Is this Green Energy Plan, is it what I consider to be sort of a work-in-progress, a moving target?  I mean, are you going to update it every year?

MS. SCOTT:  Absolutely.  Yes, yes.

MS. GIRVAN:  Okay.

MS. SCOTT:  You know, the requirements are still evolving, and whether... you know, how many applications we're going to get for FIT and microFIT is still, you know -- we're still determining, and the rules keep changing, so...

MS. GIRVAN:  Yes, okay.

Just one other question.  If you turn to Energy Probe 28 -- first I have to find it.

I may, again, have missed this.  Can you tell me, first of all, what kind of recovery you are looking at in 2011 for IFRS costs, and then also why Hydro Ottawa is essentially paying for the majority of those costs?

MR. SIMPSON:  If you don't mind, I will start with part two of the question first.

MS. GIRVAN:  Okay.

MR. SIMPSON:  By the allocation you see in the interrogatory for our accounting consultant, which is our partners we are working with on the projects, about 90 percent of that costs is being applied to Hydro Ottawa Limited.  That was based on our analysis and our estimate of the work load required.

Hydro Ottawa Limited is 94 percent of our -- of our assets, and 90-some percent of our staff.

And, by far, most of the work that we are doing related to IFRS, including on distribution assets and capitalization policies, and some of the heavier lifting is related to the LDC.

MS. GIRVAN:  Okay.

MR. SIMPSON:  Sorry, what was the first part of the question again?

MS. GIRVAN:  I just want to know about the costs you are seeking to recover in 2011.

MR. SIMPSON:  I believe --

MS. SCOTT:  Well, no.  It goes into a deferral account.

MS. GIRVAN:  Okay.

MS. SCOTT:  Yes.

MS. GIRVAN:  Okay.  If you go down below, I just wanted to try to understand the two footnotes.

It says: 

"...note that costs incurred prior to 2009 were 100% allocated to the Holding Company."


So that means only IFRS costs 2010 and 2011 are going into the deferral account?  What does that footnote mean?

MS. SCOTT:  That's correct, yes.

MS. GIRVAN:  Okay.

MR. SIMPSON:  Yes.

MS. GIRVAN:  Then what is the 3.125 million?  That's costs incurred to date?

MR. SIMPSON:  No.  In fact, that is not 3.125 million.  That is $3,125.

MS. GIRVAN:  Okay, I was wondering.

[Laughter]

MR. SIMPSON:  Just related to administrative costs just to make the point that at the end of 2009, no administrative costs had been specifically charged to the IFRS project, but there is a small amount that is getting charged in 2010 --

MS. GIRVAN:  Okay.

MR. SIMPSON:  -- and will be allocated appropriately.

MS. GIRVAN:  Thanks.

That is it.  Thank you very much.

MR. SIMPSON:  Thank you.
Questions by Mr. Shepherd:


MR. SHEPHERD:  I have two follow-up questions from Julie's questions.

The first relates to the shifting of people from smart meter project to regular activities, and in SEC No. 18 we asked about that.  On page 1 of 4 of that answer, you said, "Throughout the project", that's the smart meter project:
"...Hydro Ottawa has adhered to the principle that only incremental costs were charged to the Smart Meter project."


So basically what you're saying is you only charged something to the project if you had to create a new position or if you had to back-fill somebody's existing position, so you had to hire new people; right?

MS. SCOTT:  That's correct.

MR. SHEPHERD:  So then what I don't understand is why are those people still working for you?  You only needed them for the smart meter project.  Why aren't they gone now?

I mean, they're probably nice people, but...

MR. MARSH:  Okay.  The answer to that, the metering department, if I look at the technicians, the people, all through the meter deployment stage, which started in 2006, were allocated to this capital project, or a lot of their time was, because it that is all we were doing.

When you look at it for the last -- you know, there was no maintenance.  We're all going with new meters.  So their costs were always charged, or whatever time they spent on the capital project was charged to the smart meter program.

MR. SHEPHERD:  That's not what this says.  This says it is only if you created new positions or if you backfilled somebody's position that you charged it to the project.  That's what I don't understand.

MR. MARSH:  I would say that certainly on the TOU project, MDMR, which is all part of the same project, definitely in those areas where we had to bring in people from other departments, only if the position was back-filled was the people charged to the program, to the capital program.

Now, for the smart meter technicians themselves, I know that a lot of them that worked on the program were charged to the program.

MS. SCOTT:  Yes.  And I think this issue of the backfilling, in my mind, is for operating costs.  Certainly for all the labour that Roger is talking about that was capitalized, that was not backfilled; yet it was still charged to the project, the smart meter project.

MR. SHEPHERD:  So when it says here only incremental costs were charged to the smart meter project, that is only referring to OM&A.  For capital costs charged to the project, those were not incremental?  Those are your regular people?

MS. SCOTT:  Yes.  Yes.

MR. SHEPHERD:  So some of those capitalized costs in the smart meter project, were they also new positions or backfills that...

MR. MARSH:  There could have been a couple of new positions, and it would be mainly in the area that we call the MDS, meter data services, because a lot of the new technologies that were coming in, MAS, AMI, obviously we needed to staff for those.

And some of their time could have been charged to the capital project, and their positions obviously are ongoing.  They will continue now forever, as we are dealing with managing about 7 million reads per day, and that's their group.

MR. SHEPHERD:  I understand, but that you have -- you have separately explained that as an additional cost associated with having smart meters.

MR. MARSH:  Yes.

MR. SHEPHERD:  I am focussing on the component that was -- that basically you are referring to as a shift from capital back to their old jobs, if you like.

MR. MARSH:  Hmm-hmm.

MR. SHEPHERD:  And I don't understand how people whose positions were backfilled and -- or who there was a new position, there would be a shift that should add to OM&A.

MR. MARSH:  Okay.

MR. SHEPHERD:  I don't understand that.

MR. MARSH:  Certainly I can clarify that, again, if you look at the deployment component, which is where the meter technicians come into play, there were no staff additions all through the project.

However, existing staff, instead of working on maintenance, were deployed to capital TOU or smart meter deployment, and that is the work they had been doing for going back to late 2006.

MR. SHEPHERD:  So that is because you weren't going to fix the old meters because you are going to get rid of them, and the new meters don't need to be fixed yet?

MR. MARSH:  That's exactly the point.  And, you know, we even had from Measurement Canada the permission to stop going with testing of the old meters.  It was now you are fully focussed on deploying, and that is why I mentioned, when we see some of the OM&A costs going up for 2011 and '12, it is because now we have to go back and get out there again and start to remove meters and bring them in for testing, because they have been in play now for four -- for five years.

And that is a large population.  It is about 97,000 meters we installed in 2006.

MR. SHEPHERD:  Oh, yes, yes.

So this 770,000, that is all that, what you just described?  None of this 770,000 that you are saying was capitalized and now is moved to OM&A, none of that is -- it is upon page 2 of SEC No. 18.  None of that reflects people who had new positions or who were backfilled?

MR. MARSH:  I think I can answer, but, subject to check, to me, that is the way I read it, that it is all existing staff that normally work on maintenance that we focussed over to capital projects, because there's where the work was.

MS. SCOTT:  Yes.

MR. SHEPHERD:  Okay, thank you.  And my other follow-up question is with respect to CCC No. 36.

You were asked about the approvals, but one of the things you said in there was that the revenue requirement includes OM&A, capital return, et cetera, for certain projects.

Do we have somewhere in the evidence the net revenue requirement impact of that?

MS. SCOTT:  Sorry, CCC 36?

MR. SHEPHERD:  Thirty-six.  It says here:
"Hydro Ottawa is seeking an Order approving proposed rates for the 2011 rate year which are based on a revenue requirement that includes the operating expenses, the return on capital, amortization and PILs for the 2011 projects outlined in the Green Energy Basic Plan."


MS. SCOTT:  Yes.  I don't know if it is in the evidence, but I can tell you it is about 580,000.

MR. SHEPHERD:  Thank you very much.

MR. AIKEN:  Am I on?  Okay.

MR. BENNETT:  Just because we were flipping through...

On the discussion about overlap in the -- what is this?  Energy Board schedule 1, was it?

MS. SCOTT:  No.  It is the attachment to...

MR. BENNETT:  Attachment, CCC No. 30.  In CCC No. 30, it talks about the overlap of specific positions that were approved in 2011 for the rate.

So when you looked at the long list of ones that were not approved, there are still some that are not approved for overlap, some of which are in my shop.
Questions by Mr. Aiken:

MR. AIKEN:  Okay.  My first question is a hypothetical question, and it relates to the response to Energy Probe 2.  And the Energy Probe responses are all in Exhibit C, I believe.

It also has to do with the report on the Board with the third-generation incentive.

Would Hydro Ottawa calculate the ROE for the off-ramp calculation on historical data based on actual earnings or weather-normalized earnings, if this were to be applicable?

MS. SCOTT:  I guess we found there was no indication which we should do.  There was no guidance, and that's why we preferred not to suggest a methodology for calculating the normalized revenue, and suggested that maybe it should be looked at on a more generic basis for electricity distributors.

MR. AIKEN:  So would you agree that if it was based on actual earnings, that the off-ramp could then be triggered by the impact of weather?  Either plus or minus the 300 basis points?

MS. SCOTT:  I would agree with that, yes.

MR. AIKEN:  Okay.  Turning to Energy Probe No. 5, table 1 of the response indicates -- let me just pull it up here.

Table 1 of the response shows a consistent and significant increase in the cost-of-services provided to Hydro One -- sorry, Hydro Ottawa Holding in 2009 from previous years.

Can you explain those increases?  Specifically, 2008 to 2009?

MR. SIMPSON:  Right.  The change from 2008 to 2009, it was driven by a headcount increase in the holding company that occurred in 2009.  As we covered earlier, there was six staff, six financial services-related staff transferred to the holding company in 2009.

And I believe one other communication staff person transferred mid-2009.

And in total, the headcount, actual headcount went from 17 to 26.  Costs throughout this schedule are allocated on a per-employee basis, and on a square-footage basis, so that drove the costs up.  Also, as you can see from table 1, services for -- finance services and communication services were charged for the first time in 2009.

MR. AIKEN:  Okay.  Maybe I am misinterpreting this table, then, because I thought this was cost-of-services that Hydro Ottawa provided to the holding company.

MR. SIMPSON:  It is.  It is.  So the increase --

MR. AIKEN:  So how does the transfer of employees from Hydro to the holding result in increased costs to Holding as well, from Hydro?

MR. SIMPSON:  It changes the mix of the allocation of where the costs are charged, in that, as per our Exhibit A1-7-3, attachment C, in the service level agreements, the charges are allocated based on number of employees, for the most part, and also square footage on the facility side.

So as those increase in the holding company, their share of the costs increase.

MR. AIKEN:  Okay.  I follow that now.

Table 1 of Energy Probe 6, again, shows a consistent and significant increase in the cost-of-services received from Hydro Ottawa Holding in 2009 from previous years.

Can you explain those increases?  This is the 1.6 million, and part of that is because of the shift of the six employees.  What is the remainder due to?

MR. SIMPSON:  It is.  Part of it is related to the shift of the employees.

Another factor that increased costs in 2009 to be allocated from the holding company is under schedule 7, "internal audit and risk management," on that line, where the internal audit and enterprise risk management function of the organization was formalized and completed in 2009.  2009 was the first year that the full internal audit program was budgeted and completed.

That factored into the increase as well.

MR. AIKEN:  Then my third question on this topic, again, is Energy Probe No. 6.  At the bottom of the -- I think it is page 2 -– no, sorry, page 3.  The answer to part (c) says that the 2011 SLAs estimate was prepared in the fall of 2010.  I want to stop there.

Is that correct?  Because we are just in the fall of 2010 now.

MR. SIMPSON:  The formal SLAs for 2011 are completed in the fall of 2010, yes.  So they have not been completed yet for 2011.

MR. AIKEN:  Okay.  And then to continue on, my question is:  The 2010 values were carried forward for 2011 forecasting purposes.  That's what the answer indicates, in the absence of any information to the contrary.  However, the 2011 figures provided are roughly $115,000 higher than the 2010 figures.

MR. SIMPSON:  Right.

MR. AIKEN:  Can you explain that?

MR. SIMPSON:  So the increase there is not a factor of looking at actual services provided from one year to the next, but rather simply an inflationary increase for forecasting purposes, from the 2010 baseline into 2011.

MR. AIKEN:  Okay.  The next question has to do with Exhibit A2, tab 1, schedule 1, Page 9.

I don't know if you need to pull it up, but I just wanted you to confirm that Hydro Ottawa has not included any settlement costs for the late payment charges in the test year revenue requirement.  It is all through a deferral/variance account --

MS. SCOTT:  That's correct.

MR. AIKEN:  -- approach?  Okay.

Energy Probe No. 10, if you would look at table 1 in the response, the text right above table 1 says the numbers in the brackets are -– sorry, are used to indicate additional vehicles.

But when you look at the table itself, it looks like these additional vehicles are replacing existing vehicles.

For example, in the radial boom derricks, I see two plus one in brackets, and yet there are three trucks that are apparently being replaced.

MR. BENNETT:  Yes.  You are correct that the brackets are for refurbishments and not for additions.  So looking at that table, you will see tension machines.  We actually refurbished the two tension machines.

MR. AIKEN:  Okay.

MR. BENNETT:  And 2010 we initially were going to refurbish an RBD, radio boom derrick.  In fact, we refurbished one the bucket trucks and bought three boom derricks, and so the bracket would move up to the bucket truck category.

MR. AIKEN:  Okay.  Energy Probe No. 14, in part (b) of that question I asked for a recalculation of tables 3 and 4 in Exhibit B3, tab 2, schedule 1.  I believe this had to do with the working capital analysis.

I would appreciate if you could provide that calculation, and we can argue about whether it is relevant later on.

MS. SCOTT:  Okay.  We can do that.  Can I suggest, for -- just to step back, that for the lead/lag study, we did file the letter from Navigant as an update to the...

MR. AIKEN:  Yes, I saw that.

MS. SCOTT:  For these, there were three questions you had, this question 4, 19 and 20, which all related to the lead/lag.

We will file written responses that we actually did in consultation with Navigant, if that is acceptable.

MR. AIKEN:  Okay.  So that was my second question.

MS. SCOTT:  Your second 4.  Your second 4, yes.

MR. AIKEN:  You realize this was on late Saturday night, early Sunday morning.

MS. SCOTT:  I just hope that -- we will accept your mistakes if you will accept ours.

MR. AIKEN:  So the second 4 --

MR. MATHER:  That was –- Randy, that was JT1.14.

And that was additional information on the lead/lag studies, spanning several questions, I believe.
UNDERTAKING NO. JT1.14:  PROVIDE RECALCULATION OF TABLES 3 AND 4 IN EXHIBIT B3, TAB 2, SCHEDULE 1, WITH REGARD TO LEAD/LAG STUDY.

MS. SCOTT:  Right.  So it would be Energy Probe's Technical Conference question, the second 4, 19 and 20.

MR. AIKEN:  Question 5 on my list I think we can skip, because I think in some update you did somewhere, you explained the difference.  So that is fine.

Energy Probe No. 27, let me just pull it up here.  This had to do with the economic increases in compensation.

What's the dollar impact to Hydro Ottawa of a one percentage point change in economic increases in compensation at the holding company?

MR. SIMPSON:  I will address that question, I guess.  If I could, though, I will start -- I was just looking for some clarification on -- I will give you my interpretation of the question, and you can tell me if I am right or wrong, because I am not even sure we answered your question properly in the interrogatory we sent back.

MR. AIKEN:  Okay.

MR. SIMPSON:  But as for what is in Energy Probe 27, where you asked for the economic increases in part (a), the average economic increases over the last several years and forecast for next year are provided there, just under 3 percent for the most part, and then forecast for 3 percent next year.

So if your question is, for 2011, what if that forecast increase was 2 percent instead of 3 percent?

MR. AIKEN:  Yes.

MR. SIMPSON:  Is that your question?

MR. AIKEN:  Yes.

MR. SIMPSON:  Okay, then I don't think we answered it there, but I will attempt to answer it for you now.

Probably the easiest way to look at that is if we look at our service to affiliates exhibit, attachment W.  So Exhibit D1-2-1, attachment W.

You can see that approximately -- or overall, 50 percent of the shared services-type costs are allocated to HOL.  So if you are looking at that attachment, in 2010 this splits between the different -- legal, finance, and other are different, but overall it is 50 percent, so 4.7 million out of 9.5.

Then if you carry that forward to 2011, the increase from 2010 to '11, which would factor in an assumption of an economic increase on compensation and some inflation, as well, as we covered earlier, goes from about 4.74 million to 4.855 million, or just over $100,000.

So while I haven't run the exact number, within that is a 3 percent compensation assumption.  If that was 2 percent, it would be -- the impact would be in the $20-$30,000 range.

MR. AIKEN:  Okay.

MR. SIMPSON:  My apologies for the original answer.  I don't think we quite followed the question.

MR. AIKEN:  That's okay.  I don't follow my questions sometimes, too.

Energy Probe 28, this is the IFRS-related costs that Julie was looking at earlier.

And my question is:  Why should any of the holding company compensation costs be allocated to Hydro Ottawa?  Never mind, you know, the fact they're getting 90 percent, but why should any of those costs be allocated to Hydro One -- sorry, Hydro Ottawa?

MR. SIMPSON:  Our project team for IFRS is made up of myself, our corporate controller, and some special project staff and others.

Oh, sorry, I am going to correct that.  Those are not what is being charged here.

Within the holding company, we have one specific position, our manager of special projects, which is dedicated to the IFRS project.  She works for me and is resident or is an employee of the holding company.  But similar to my explanation earlier about how our accounting consultants are allocated, the majority of the work done on the IFRS project, as a whole, is directly for Hydro Ottawa Limited related to the changes in assets, useful lives, and changes in capitalization policies and just the business as a whole.

MR. AIKEN:  Exhibit B19, I believe this is a CCC IR on the forecasting equations, I believe.

The response indicates that the forecast has been updated to include actuals to July 2010.  Does this mean that the equations have been estimated using the additional historical data through July 2010 or that the forecast values have been replaced with actual values through July 2010?

MS. SCOTT:  It would be the first, that the equations have been updated to incorporate the actuals up to July 2010.

MR. AIKEN:  So the number of estimation periods used in the equation has increased?  Like, if it was based on six to eight months, now it is based on six to seven months?

MS. SCOTT:  That's right.  Can I actually hand out an update to that response, that CCC 19, just because there was an error in the updated forecast, if that is -- now is probably a good time to do it.

[Mr. Cass distributes document]

MS. SCOTT:  Because when the footnote said that the system forecast included weather normal 2010 actuals, and actually what it included was actuals.  So I have adjusted it to be weather normal.  You will see it is highlighted in grey what has changed.

MR. MATHER:  Jane, this will be a corrected exhibit that we already had, then?

MS. SCOTT:  That's right.  It is a correction to CCC Interrogatory No. 19.

MR. MATHER:  Okay.  So you will be filing that in the RESS system and we don't need to give it a separate exhibit number, then, I think.

MS. SCOTT:  We can do that, yes.

MR. AIKEN:  Sorry, Jane.  Can you explain to me again what changed?

MS. SCOTT:  The major change is in the one, two, three -- fourth column, second row down.

MR. AIKEN:  Yes.

MS. SCOTT:  2010 updated system forecast before adjustment for CDM, the 7,932.  That is actuals.  That includes actuals to July.  If we weather normalize the actuals, the number now becomes 7,762,852.

MR. AIKEN:  Okay.  So the difference is this is weather normalized?

MS. SCOTT:  The one that has been handed out, yes.

MR. AIKEN:  Yes.

MS. SCOTT:  Yes.  It also carries over into the second-last column, too, for 2010.

MR. AIKEN:  Yes.  My next question is on Energy Probe 37, and this has to do with taxes.  And I can't find it right now, but somewhere in this response there is a 69,000 revenue requirement reduction.

Can you indicate how that has been calculated or provide us with the calculations?

MS. SCOTT:  It was -- we took the PILs model and reran it, made the adjustment for the small business surtax and compared the PILs before and after, and that was the 69,315 difference.

MR. AIKEN:  Yes.  That is where I am having the confusion, because my calculation shows that the revenue requirement change would be less than $69,000.

MS. SCOTT:  We can provide you with the PILs model where we looked at the adjustment, if you like.

MR. AIKEN:  No.  I am not going to look at the PILs model.  That's fine.

Energy Probe No. 38 is the reference for my next question.  Part (c) of the response indicates that a reduction of over $800,000 in the revenue requirement calculation to service debt costs would clearly have financial impacts.

Please explain how the reduction of $800,000 in these interest costs on debt that does not exist has a negative impact on the return on equity.


MR. GRUE:  I guess I will get to the punch line at the end, but the revenue requirement is built on a regulatory model, which uses a deemed capital structure versus a forecast balance sheet.

Over time, they would generally follow each other relatively close, but timing of debt, dividend payments, rebasing, et cetera, will always create a difference between a deemed structure versus the actual structure or forecast.

For example, I wanted to bring you I guess to our pro forma balance sheet in 2011, which is Exhibit A, attachment L.  It shows $263 million in shareholder equity, which is $10.4 million more than $252 million in deemed equity through that structure.

Applying the current, you know, 9.85 percent ROE, this would equate to a further $1 million in revenue requirement.

So that is another example on the offset, that you can't unilaterally look at a single adjustment of the overall revenue requirement without considering other components.

We follow that deemed structure.  So obviously if we took $800,000 out of our forecast pro forma income -- which I believe was -- our net income was $25 million in our pro forma for 2011 -- that would go directly to the bottom line.

When I do the ROE calculation on that pro-forma^, it was sitting at 9.6.  You remove that and it goes down to 9.3.

So it clearly has an effect on the ROE.  But we could look at the equity side, if you wanted to.

MR. AIKEN:  No, that's fine.

Next question is on one of the promissory notes, Exhibit E1, tab 1, schedule 1, the grid promissory note.

My question is there:  What is the date of that agreement?

MR. GRUE:  The date of that agreement is January 1st, 2009.

MR. AIKEN:  Next question refers to Energy Probe 39, response to part (d).  In part (d) of the response:

"The administrative fee is justified based on the expertise for this function residing in the holding company."

A number of costs that the administrative fee is to cover are listed.

Please confirm that none of the costs noted are recovered directly or indirectly from Hydro Ottawa, other than through the administrative fee.

MR. GRUE:  I can confirm that the .1-percent admin fee is not recovered in duplicate through other means.

MR. AIKEN:  Okay.  Next question is on Exhibit D, 1-2, which I believe is a VECC interrogatory.

The response indicates that the estimated ROE for 2009 is 10.7 percent, as compared to the 8.57 percent built into rates for the year.

Please provide the estimated dollar amount of the difference between the 10.7 estimated earnings and the 8.57 allowed return.

MR. GRUE:  Based on the delta of those two, which is 2.13 percent ROE, and on the 2009 retained earnings of approximately 242.9, that would equate into 5.2 million.

MR. AIKEN:  Thank you.

Next question is VECC --

MR. SHEPHERD:  Excuse me, Randy.

MR. AIKEN:  Sorry.

MR. SHEPHERD:  There we go.  Okay.

Can I just ask a follow-up on that?

Do we have somewhere in the evidence the ROE that you are actually currently expecting for 2010 based on your six-and-six information?

MS. SCOTT:  No, we didn't update the pro-formas^ with the actuals.

MR. SHEPHERD:  You have updated most of the components of the actuals now already, I think.  Certainly the OM&A, I know you have.

MS. SCOTT:  The OM&A and the capital we have.

MR. SHEPHERD:  Is it possible to calculate that current forecast ROE for 2010 and the -- to the extent that you are over your 8.57, what that dollar figure is?

MS. SCOTT:  Or under, but yes.  I think we can do that, yes.

MR. SHEPHERD:  Thanks.

MR. MATHER:  That sounds like an undertaking, and if it is, it would be JT1.15.
UNDERTAKING NO. JT1.15: TO PROVIDE FULL PRO-FORMA CALCULATION FOR 2010 SIX-PLUS-SIX ROE.

MR. SHEPHERD:  It's the 2010 six-plus-six ROE, and --

MS. SCOTT:  You want the full pro-forma, then?

MR. SHEPHERD:  If you could do it, that would be great.

MS. SCOTT:  Okay.

MR. AIKEN:  Question 14 in my list we can skip, because Bill covered that earlier today.

The next question had to do with VECC No. 20, and this is PST/HST related.

So my first question there is response to part (d) of the VECC response indicates that the OM&A has not been adjusted for the introduction of the HST.

And please explain why no adjustment has been made.

MS. SCOTT:  That's correct that there was no adjustment made.  It was determined that the reduction in OM&A due to the introduction of HST was not material.  And, I guess, carrying forward, because you did ask about what the amounts for '07 to '09.  '07, we were looking at 120,000, '08, 144,000, and '09, 182,000.

And in terms of -- in addition to the savings, there is also an increase on -- there are things now that are getting charged that were not getting the incremental -- that are restricted, that we're not getting the incremental tax credit back.

So in August of 2010, that was approximately 10,000.  So if we look at sort of -- if we look at what happened in 2009, which is 182,000 in PST, and if you subtract from that the things that are now getting PST on them, we are only looking at about 62,000 reduction.

So that is why it was considered non-material.

MR. AIKEN:  Okay.  The next question is on Exhibit D, 25.  And if David bugs me one more time...

VECC Interrogatory 25:

"Please explain the determination of the discount rate of 5.28 percent that was used."

MR. SIMPSON:  The 5.28 percent that was used in this calculation was based on the weighted average cost of debt, as at December 2009.

MR. AIKEN:  Cost of debt?  Or cost of capital?

MR. SIMPSON:  For our purposes, we used our cost of debt.

MR. AIKEN:  Debt?  Okay.

MR. SIMPSON:  Yes.

MR. AIKEN:  The next part of that question is:

"Please provide the net present value calculations for options 1 and 4 using the after-tax cost of capital based on Hydro Ottawa's proposed capital structure and cost rates for the 2011 test year."

Did you undertake to do those?

MR. SIMPSON:  We did, thankfully with having this in advance.

Our after-tax cost of capital, as requested, is 6.15 percent.  And we have rerun the net present value using that.

MR. AIKEN:  Right.

MR. SIMPSON:  I guess to the bottom line, the net present value under option 1 -- and this, again, is referencing VECC 25, so in comparison to the attachment that's in VECC 25 -- the net present value at the higher rate for option 1 is 106, and for option 4 it is 100.

MR. AIKEN:  100?  Okay.

Has Hydro Ottawa taken into account the projected loss of 10.6 million associated with the Merivale and Bank Street properties in the net present value calculations?

MR. SIMPSON:  It is not taken into consideration in the NPV calculation.  The NPV is cash flow-based.

So what's been used, as you can see in the VECC 25, is the cash inflow from the sale of the redundant buildings, not the accounting loss.

MR. AIKEN:  Please show the derivation of the 23 point million (sic) for the sale of the redundant buildings used in that net present value calculations in option 4.

MR. SIMPSON:  The 23.7 million -- as came up earlier today -- at the time this was put together, was the sum of the estimated market value of the four buildings being sold, using draft appraisals.

Albion Road, I will speak in round numbers, and I can get more detailed if you like.  But at that time, Albion Road was about 11.5 million, Merivale 6.5 million, Bank 3.4 million, and Maple Grove 1. -- almost 1.8 million to get to 23.7.

Since that time, and in fact in the evidence that has since been brought forward, I believe the final appraisal reports have been received and that $23.7 million is now just under $24.7 million.  If you would like, I can read it out by building again.

MR. AIKEN:  No, that is fine.

I think my next question has been covered by earlier questions.  Nineteen and 20, I am going to get the written responses.

The next question I had refers to Exhibit A.8, which is, I assume, a Staff IR, and B-19, which is CCC.  Please update table 1 in Exhibit A.8 to reflect the updated system forecast found in table 1 on the response to Exhibit B-19.  In particular, please update the 2010 weather normal kilowatt-hour sales on customers to reflect normalized actuals through July 2010 and the updated forecast remainder of the year.

Please also update the 2011 figures to reflect the updated forecast.

MS. SCOTT:  So for 2010, incorporating the actual weather normalized up to the end of July and the new forecast, the kilowatt-hour sales per customer per month is now 703.  Then the updated 2011, it would be 679.

MR. AIKEN:  Sorry, what was the last number?

MS. SCOTT:  679.

MR. AIKEN:  679.  Then my last question:  Confirm that the asset values associated with the small number of houses that Hydro Ottawa purchased next to distribution stations many years ago are not included in the rate base.

I believe I saw somewhere that you had indicated that.

MS. SCOTT:  Yes.  That's correct, yes.

MR. AIKEN:  And there is no OM&A or depreciation costs associated with those houses?

MS. SCOTT:  That's right.  We have backed it out.

MR. AIKEN:  Okay.

MS. SCOTT:  Okay.

MR. AIKEN:  Do you still expect to expand the distribution stations where those houses were purchased?  If so, what is the timetable?

MR. BENNETT:  There is no plan to expand, i.e., to tear those houses down and take over the properties, per se.  But, for example, our Bronson station, we are installing five transformers in the yard at Bronson.  We own the houses directly adjacent, so we get far fewer complaints about the work we do when we do that work.

The same is true at Florence, one of our other stations, where we have three houses.  So we have done some work at Florence.  We took down the old 4 kV structure, put in pad-mounted equipment, and there is still a plan, long-term plan, to use that property to do voltage conversion when we have to replace parts of the downtown 4 kV system.

MR. AIKEN:  Okay.  And then my last question, the $558,000 associated with rental income from Hydro One for substations, will that be added to the property rental line of table 1 in Exhibit C2, tab 1, schedule 5, increasing the revenue forecast to the roughly 8.5 million?

MS. SCOTT:  Increasing, yes, the revenue offset, yes.

MR. AIKEN:  Yes.

MS. SCOTT:  Yes.

MR. AIKEN:  Okay.  Those are my questions.
Questions by Mr. Harper:


MR. HARPER:  Neil, before the intervenors close off theirs, there was one follow-up I actually wanted to make.  It was with respect to the material that Hydro Ottawa, filed KT1.3.  It was the revised cost allocation with the 
-- doing the transformer ownership based on the Board's guidelines.

Jane and I had some conversations over lunch, and I think we came to the realization that the calculation hadn't been done quite correctly.  I think they were going to refile an updated and corrected version.  That is just so people know that the version that was handed out in hard copy will probably change.

MS. SCOTT:  Yes.  It was just a different way of doing it.

MR. HARPER:  Yes.

MS. SCOTT:  But, yes, we will file the electronic.

MR. MATHER:  So that is a new undertaking, I guess.

MS. SCOTT:  Yes.

MR. MATHER:  Does KT1.3 get withdrawn?

MS. SCOTT:  If we can do it that way...

MR. HARPER:  Yes.  That may be the easiest way to do it, then.

MR. MATHER:  In its place comes something new that we will see.   Okay, so we are scratching KT1.3, then, and taking on JT1.16, which is a new calculation of the transformer ownership allowance in the cost allocation model.

MS. SCOTT:  In the cost allocation, yes.
UNDERTAKING NO. JT1.16:  TO PROVIDE NEW CALCULATION OF THE TRANSFORMER OWNERSHIP ALLOWANCE IN THE COST ALLOCATION MODEL.
Questions by Mr. Mather:

MR. MATHER:  Okay, thank you.  It is 2:30.  I don't think that Board Staff is going to take very long.  A number of our questions have been answered partly or in whole.

So I think that we might be wound up in a quarter of an hour or so.  How are you holding up?  Okay.  Let's proceed, then.

Our first question had to do with the Green Energy Act or the Green Energy Act plan.  We asked on what basis was the materiality.

I think you said that the impact was around $100,000 and that you had thought of that as not material enough to go through a lot of calculation.

MS. SCOTT:  That's right, 100,000, which is, like, 0.06 percent of our revenue requirement, yes.

MR. MATHER:  Okay.  And in the (b) and (c) part of the question that we sent, we asked, nevertheless, if we were to go to the 15 percent and 85 percent, which are numbers that are kind of hanging around I think from Hydro One, what effect that would have.

Is it really minuscule on the typical bill, or did you do that calculation?

MS. SCOTT:  Yes.  It would reduce the impact by 0.02 percent on a typical residential.

MR. MATHER:  That is like 20 cents or something like that?

MS. SCOTT:  Even less than that, yes.

MR. MATHER:  Less than that, okay.  So the (c) part, then, would be sort of the other side of that calculation?

MS. SCOTT:  That's right.  It was a rounding error.

MR. MATHER:  Okay, thanks.

MS. SCOTT:  Yes.

MR. MATHER:  Now, having to do with the much discussed Goulbourn project, then, I think you have answered part (a), which is that the impact would be in 2012, and you will think about whether you are going to ask for that or what it amounts to, I think.

MS. SCOTT:  Yes.

MR. MATHER:  And the benefits that come into -- that come into effect when this 10 kilometres or so of line is completed, that improves the reliability to customers that are already there, does it, or how does that work exactly?

MR. BENNETT:  Yes.  That was the discussion I think we had with Bill about creating the second 44 kV line and creating a loop between stations.

MR. MATHER:  And has the reliability there been poor?  Do you have -- is there a reliability standard that's been violated there, or getting close?

MR. BENNETT:  The customers' expectations for reliability are changing dramatically, I guess.  So, you know, previously, for example, momentary outages, we would never hear a peep from people about that.

Today, you hear about it immediately, right, because they come home and their clocks are flashing, et cetera, et cetera. So what we're finding is, as I said, that old rural distribution system with a radial feed and long feeders with reclosure-type protection isn't very popular as they urbanize.

So specifically has there been -- is this one of our highest or worst reliability areas?  No, it is not one of our worst reliability areas, but it is out at the end on a radial feed.

MR. MATHER:  So the upgrade then improves the reliability for the people that are already there who are mostly residential, I take it, or residential small general service?

MR. BENNETT:  Exactly.

MR. MATHER:  But the purpose of it being built is really to reach some sizeable FIT generators that may locate there in vacant land or in serviced -- is there an industrial park there?

MR. BENNETT:  No.  What we've seen is -- I would have to look back, but I think there has been about nine FIT applications, some solar-farm-type applications, some biogas type applications.  None of them have gone forward yet.  But it seemed to be -- initially, it seemed to be quite a hot bed of interest there.

MR. MATHER:  They would be channelled toward that location, then, toward the -- to be close to where this 10 kilometres of line is going to go, or is that -- are they spread all over the place?

MR. BENNETT:  They are spread out in that part of town.

MR. MATHER:  In that part of town, okay.  I am looking to Edik.  I asked partly his question, then.
Questions by Mr. Zwarenstein:

MR. ZWARENSTEIN:  In regard to the reliability question, you said you have not -- you are not currently violating any of the standards of reliability.

And you had not previously -- I think you mentioned 2008 -- you did not have it in your plans to build a Goulbourn extension?

MR. BENNETT:  Correct.

Mr. ZWARENSTEIN:  So it was not a reliability or a customer complaint situation that drove you to this?

MR. BENNETT:  Um...

Mr. ZWARENSTEIN:  It is not on the basis of reliability that you are looking to do this?

MR. BENNETT:  It has been identified in the long-term planning.  And then, as I said, the Green Energy Act prompted the discussion.

Bill asked earlier about our planning and our load forecasting.  And for example, in the Goulbourn/Stittsville area this year, we had some major construction going on.

We had, of course, a very, very hot summer.  We were looking at transferring loads while they were doing road reconstruction, et cetera, et cetera.

We had significant issues.  We had capacity issues.  We had complaint issues with the actual outages we had to take to do the work.  We had complaints because there were momentary outages.  It has become quite a hotbed.

And in fact, you know, when we're doing our planning, we are looking at, as opposed to weather-normalized and average numbers, what are the peak impacts, right?  N-minus-1 and peak impacts.

We were hit fairly significantly in a few areas this year, in what we call the Barrhaven area, the south end of town, and this end of town.

This project specifically won't help that directly, but in the context of the overall distribution system, in the context of the overall support of the area, would help it.  But you are right, it wasn't included initially in our budget to do it in 2011.

Mr. ZWARENSTEIN:  So was it mainly for planned outages that it was of benefit, rather than unplanned outages?

MR. BENNETT:  It is of benefit for both.  Specifically, because it is radial feed, you know, you are going to take everybody out for planned outage or unplanned outage.  This would give us an alternate and would allow us to recover for unplanned outages more quickly, plus provide the capacity for these DGs.

Mr. ZWARENSTEIN:  Thank you.

MR. MATHER:  Thanks.  Our third question had to do with the fairly small ticket item, I guess not material by the previous standards we were talking about.

$100,000 of support for something called the "SuRE program" at -- at the university.

That is a one-time only support?  This runs counter to my experience of university encounters and fund-raisers.

MR. BENNETT:  Yes.  It is a one-time support.  One time support, yes.

MR. MATHER:  And it would be -- it's in the revenue requirement for 2011, then?

MR. BENNETT:  Yes.

MR. MATHER:  No deferral accounts or anything like that?

MR. BENNETT:  That's my understanding, yes.

MR. MATHER:  And the benefit to Hydro Ottawa itself is fairly indirect, I take it?  These students aren't going to come and train your staff or anything like that?

This is a goodwill sort of a thing?

MR. BENNETT:  Yes.  The discussion with Carleton – Carleton's -- this is their -- I would call it their electrical engineering program.  But their electrical engineering program, they have slanted it on Green Energy^, renewable generation, sustainable type thing.

They're building a laboratory and they're looking for partnership, if you like, in this laboratory, and some funding for some of their equipment.

Our discussion with them was that we would entertain funding and providing some equipment that would primarily be focussed on looking at renewable generation, smart grid technologies, that type of thing.

We would undertake to hire co-op students out of the program to work with us, and we would be able to use the facility for training people that work for us already.

So that was kind of the set-up with them.

MR. MATHER:  So the $100,000 is the funding of the program itself, and the -- these other sort of incidental costs and benefits are over and above this specific number that's in the Green Plan?

MR. BENNETT:  Yes.  The $100,000 is to help with the outfitting of the lab with smart grid-type technologies.

MR. MATHER:  Thanks.

My question number 4 has been answered already, I think.

Question number 5, the transmission connection costs, the question was what proportion of your total load is charged through the -- for transformation connection compared to the proportion that goes through transformer stations above 50 kV that belong to Hydro Ottawa.

You do have facilities of that sort, do you not?

MS. SCOTT:  We do.  It is about 85 percent that gets charged to the transformation connection charge.

MR. MATHER:  That comes in the usual way through Hydro One transformer –- TSs?

MS. SCOTT:  Yes.

MR. MATHER:  At 15 percent through ones that you own.

MS. SCOTT:  Yes.

MR. MATHER:  Then smallish amounts, then, through -- at less than 50 kV?

MS. SCOTT:  The embedded delivery points, yes.

MR. MATHER:  Yes.  And there was a growth rate in there of five percent that sort of went across all of those different categories.

Is that just a simplification or is that a pretty good forecast?

MS. SCOTT:  It was a pretty good forecast.

MR. MATHER:  Okay.  Now, back to the low-voltage switch gear credit, which is included in the connection cost in 2011 and was not in 2009 – we had --

MS. SCOTT:  Actually, it is the other way around.

MR. MATHER:  Other way around, is it?

MS. SCOTT:  The other way around.  It was not included in the forecast for the cost of power for 2011, but it was included in the 2009.

MR. MATHER:  Okay.  And that was an oversight?

MS. SCOTT:  Yes.

MR. MATHER:  So the two, to get an apples-to-apples comparison, we could take either the low one or the high one and have a better comparison than we had before?

MS. SCOTT:  Right.  And we would propose that we would incorporate the credit into the cost of power, when sort of the final rates are calculated, and what it does is reduce the working capital, it reduces the rate base, and I think it is about $30,000 reduction in the revenue requirement when it all flows through.

MR. MATHER:  Okay.  And that is money that you get back from Hydro One, because you supply some equipment that hardly anybody else does, so they don't put it into a complicated rate structure?

MS. SCOTT:  That's right.  It is only Toronto Hydro and ourselves who supply it, yes.

MR. MATHER:  Okay.  Thank you.  My colleague, Mr. Kim, will take over from there.

MR. KIM:  With reference to Board Staff IR No. 16, 16 part (a), the outside services employed, it says -- well, at least until the end of June 2010, Hydro Ottawa had spent only 20 percent of its 2010 budget for outside services.

Is any part of the 2011 budget required to complete work that had been planned for 2010?

MR. SIMPSON:  No.  The forecast for the spending in that account for 2010 is that the funds will be spent in 2010 as per the budget.  In fact, we're forecasting to be slightly overspent, and that is in the forecast that we provided, the OM&A forecast in SEC 17.

So funds are forecast to be fully spent in 2010, and no part of the 2011 budget will be required to complete 2010 work.

MR. KIM:  Okay.  Thanks.

Also, I guess in relation to the same question, part (b), will the consultant service related to the LIEN program be completed in 2011?

MR. SIMPSON:  The work will be -- the budget will be spent in 2011.  I guess I am just questioning -- you asked whether it will be completed in 2011.  There will be ongoing costs of the LIEN program beyond 2011 as well, consulting costs to support that program.

But yes, the program over the last couple of months continues to ramp up, and a two-year work plan is on the verge of being finalized, and so those funds will be spent in 2011.

MR. KIM:  I guess in relation to the consulting services, sorry, related to HR, is the cost ongoing?  Or is it just developmental in nature, that may decrease after 2011?

MR. SIMPSON:  The costs are ongoing.  The programs, you know, management training and leadership development are ongoing programs for the organization.  There will be a different mix of employees impacted by the programs, but they are ongoing programs.

MR. KIM:  I guess what your thoughts are...

MS. HELT:  Microphone, please.

MR. KIM:  We are all on the same one.

MR. MATHER:  Are we on the same one?  Oh, sorry.

MR. KIM:  Your thoughts, would it be valid to recover any part of the costs of these consulting services over a period of several years, as opposed to just the 2011 budget?

MR. SIMPSON:  The budget for 2011 is valid to be recovered in 2011.

MR. KIM:  Okay, thanks.  I guess on to head count, referencing Board Staff IR 18.  I know we talked about it before, but is it possible to give a breakdown of the increase in the head count into the different plans that you guys have?

MR. SIMPSON:  Yes, it is.  I am just going to get myself looking at the right spots here.

You are asking for, just for clarification, position increases for both 2010 and 2011, or just the 2011?

MR. KIM:  I think just 2011.

MR. SIMPSON:  Just the 2011?

So within the 27 positions, as we mentioned earlier, that are to be added for 2011, there is nine -- nine PLM apprentices, which would fall -- nine PLM apprentices, two construction and maintenance supervisors, a technical specialist, a stations coordinator, an engineer - many of these are listed in the work force plan and explained further in SEC 16 - an engineer for the Green Energy Act, a systems operations technical specialist related to the Green Energy Act, an inspector, an IS&T supervisor, security analyst and system support on the IT side as per our IT plan.

There is a metering field representative.  There's four apprentices for the metering technicians -- four meter technicians, four apprentices in that area, a senior customer contact agent for our customer strategy, and a manager of safety, environmental and training overlap and an environmental officer arising from our environmental strategy, 27 positions net.

MR. KIM:  Great.  Thanks.  I think you guys have answered question number 9 already, so we will jump to number 10(b).

With respect to the four additional positions mentioned in the Green Energy Act basic plan, is there an expected to be any redeployment of existing staff to programs that are covered in that basic plan?

MR. SIMPSON:  There are -- as you have seen in the Green Energy Plan, there are four new incremental positions being requested.  There is sort of -- as Bill mentioned earlier, under the Green Energy Plan is the staffing requirements for the FIT and microFIT programs.

We have already seen a requirement for some existing staff to be -- if not fully redeployed, to help out with the programs as the applications are coming in, some clerical assistance and even some financial assistance.

MR. KIM:  Okay, thanks.

MR. SIMPSON:  From existing staff.

MR. MATHER:  The question number 11 that we asked had to do with pension costs, and gave a reference to a website there that, surprise, surprise, contributions are going up.  That, I assume, is an item in revenue requirement and would call for an adjustment, would it?

MR. SIMPSON:  We have rerun the numbers based on the update that came on September 8th, and the requirement does go up for 2011 based on the additional information.

However, at this time, we are not thinking it is necessary to update the total revenue requirement.  It is not a particularly significant increase based on our estimates, our previous estimates.

So within our total compensation envelope, we are at this point not going to update our revenue requirement.

MR. MATHER:  Okay, thank you.

And in number 12, we return to the topic of smart meters and the fact that since they're all going to be deployed by the end of the year, that your application is to have them go into the rate base as an ordinary 18 -- I account 1860, I think it is.

Now, the whole issue of these being audited amounts, what comfort can you give us about that?  Would this be -- I think the requirement says that you should do that.  So what comfort can we get about audited quantities there?

MS. SCOTT:  Well, we would agree it is not consistent with the guidelines, but our feeling was, because the program had been essentially complete, we've had one prudence review to April 2007, a good look at our program.  And when we looked at if we only asked for smart meters up to the end of 2009, which are audited to go into rate base, and then left 2010 capital to have an adder for 2011, we are looking at 19 cents per customer per month.

It just seemed, to us, to make sense to ask for them all to be in rate base.

MR. MATHER:  So as far as considering whether to apply at a later date on that account --

MS. SCOTT:  It would be up to what the decision is.

MR. MATHER:  Fine.  Just kind of a detailed little question about the expensive meters that also collect information from other people's meters, and we were just looking for some comfort on the approximately $1 million that it was -- the capital cost for those particular items.  Roger?

MR. MARSH:  So, yes.  The Elster solution, integral to the Elster solution are the collector meters, which are more expensive, and they form the backbone of our communications, data communications strategy.

So they are critically important, and we have deployed them with -- you know, with assistance from experienced -- picking up the percentage of meters and with some assistance Elster, the vendor.  And they're not typically for a commercial or residential.  They're just geographically dispersed throughout our service territory.

And we are quite pleased with the level of data success we are getting right now.  So not a lot to say about that.  It is integral to the system.  We do not have any options once we went with the Elster model, it is -- with these data collectors, and they seem to be working quite well for us.

MR. MATHER:  So the non-Elster solution to all of that, then, would be to have collectors at various places that are not connected to somebody else's smart meter, I take it, and that would collect the data?

MR. MARSH:  Some solutions are like that.  The Elster system is a mesh network system, which the data travels from meter to meter.  Then you need collectors dispersed through the different geographic areas to collect.  And typically it is, you know, a collector for every 250, 300 meters.

Our experience has showed us for some areas our ratio has to be a little higher than that and depending on where the meter locations are.  So sometimes in the downtown core deeply buried into basements, we need more collectors.  Sometimes it is out in the rural area that we need a higher ratio.  But that is the way the system works, and I know that other solutions are different, where it is more -- it's not part of a mesh network, but in our case it is.

But I've got to say it has been working well for us.

MR. MATHER:  Did the inventor, at the time that you were shopping or sometime since, say that their solution was less expensive, or more expensive, but better, or, you know, was $1 million or so of additional costs there that could have been just ordinary smart meters?

MR. MARSH:  No.

MR. MATHER:  You went some way to get the data, obviously.

MR. MARSH:  I don't think there was any hidden agendas.

I think that -- but it is always the theory versus the practical, and I think theirs were -- at the beginning, I remember they were talking about a collector for 400 meters, and it is certainly not -- has been our experience to date.  We need more collectors.  Our ratio is not as good as one per 400.  But, again, it is the type of technology that is improving every -- in relative terms, the technology isn't as mature as we would like it to be.

But if we look at the latest collectors that they have come out with, which is called their high capacity collectors, we are seeing much better results, also.

So I think over time, as new areas get deployed, we will be able to work with less collectors per meter population.

MR. MATHER:  Okay.  Very interesting.  Thanks.
Questions by Mr. Harper:


MR. HARPER:  Neil, before you leave the smart meters, would you mind if I did a follow-up on that?  It has to do with your response to VECC Interrogatory 64.  I guess this is just where we were asking for smart meter unit costs broken down, say, between residential customers and commercial customers.

And it is just something you were saying just twigged me, because I was curious.  You know, we've got, you know, close to 10 million residential meter units out there, if I read this correctly, and a little over a million-and-a-half less than 50-kV^ GS unit meters out there.  And I was wondering, included in these meter costs you are using for the creation of these tables in this response, which is table 1 and 3, I was curious whether these collector meters were buried -- you know, were somehow -- some of them were included in the residential numbers and some them were included in the GS numbers, or whether they were separate from the unit costs you were reporting here.

MS. SCOTT:  They would be included in both classes, I would...

MR. MARSH:  To me, they would be, because, as I said, collectors do not discriminate between residential, C1s or whatever.

So we do it by geographical requirements, and so I suspect they would be shared amongst all of the different classes.

MR. HARPER:  That helps me, because actually when we were looking at these dollars, we saw the differential between the general service and the residential being somewhat less than what we had observed otherwise, and with these collectors in there, that might help explain some of the reason why the differential isn't as big as we might have expected.

Thanks, Neil.
Questions by Mr. Mather:


MR. MATHER:  The issue of your request for a deferral account, now, this is a deferral account that is different from -- this doesn't include the cost of actually implementing IFRS.  This is a deferral account for a difference in what the revenue requirement would be with IFRS versus CGAAP; is that correct?

MR. SIMPSON:  That's correct.

MR. MATHER:  I have given you a long excerpt from somebody's website here, of which the gist of it is that you don't have to do anything until January 1st, 2012.

So given that this is about 2011, the deferral account -- or the variance account, sorry, has no use?  Or do you want it anyway?

MR. SIMPSON:  The variance account, to your point with January 1st, 2012 being the implementation date for IFRS, as opposed to January 1st 2011, all things being equal, the variance account that was requested will not be required.

The one qualifier I would like to put on that is the potential for the OEB themselves to come forward, that some of the changes that are going to come forward with IFRS be implemented January 1st, 2011.

I haven't heard that, but that is a possibility.  And if that were to happen specifically related to useful lives of depreciated -- of distribution assets and capitalization policies, then we would have to adjust in the deferral account -- the variance account, excuse me, would still be required.

MR. MATHER:  Okay.  That seems a valid point.  Thank you.

MR. SIMPSON:  Thank you.

MR. MATHER:  Finally, the stranded meters that were replaced by smart meters, this is really an accounting question, I think.

You have kept track of them in account 1555?

MS. SCOTT:  That's correct.

MR. MATHER:  And also in account 1860, the ordinary account?

MS. SCOTT:  No.  For financial purposes, they've been removed from 1860.

MR. MATHER:  Okay.  And the depreciation from -- from the depreciation sub-account --

MS. SCOTT:  The accumulated depreciation as well, and the capital contributions as well, yes.

MR. MATHER:  And now they would be put back in there?

MS. SCOTT:  That's right.  So for purposes of calculating the rate base and the revenue requirement, I have to put them back in.

MR. MATHER:  So at any moment in time, they're only in one place?

MS. SCOTT:  That's correct.

MR. MATHER:  I just made up that question, right just now.

Okay.  Those are all our questions -- almost all our questions, I'm sorry.  Because we took such a short lunch hour, if we had taken about three hours, perhaps, Mr. Ritchie's question that he wanted me to ask might have been comprehensive -- comprehended by me and comprehensible to the rest of you, but since we took a rather short lunch hour, I understood nothing of what he was saying, and so he is here to do that instead.

Now, if the answer to some of his question is seen to in the JT1.14, the lead/lag study, then please feel free to say so.

And I think, Keith, your questions, these do have to do with HST and all like that?

MR. RITCHIE:  Yes.  This is something that is just sort of come up, come to our attention.

We are just wanting to clarify the Hydro Ottawa's proposal where you are adjusting the working capital allowance for the implementation of the HST.

And I am specifically trying to understand, in fact, what was -- what's been in or out, or how you have fully treated the HST in the working capital allowance.

I was specifically, I guess, looking at Exhibit B3, tab 2, schedule 1, and I am just wanting to confirm, let's say if I look at the 2009, looking at table 25, "2009 working capital requirement adjusted for HST," the cost of power of 587,958,000, I basically assume that that is sort of like -- that's just a pure IESO cost of power?  There would be no sort of taxes in that?

MS. SCOTT:  That's correct, yes.

MR. RITCHIE:  And if I look at the OM&A expenses of 53,828,665, would there, in the 2008 or -- that's a 2009 number -- would there be any -- would that be net of any PST?  Would there be any PST that was in that number?

MS. SCOTT:  PST, there would be, further to the question I think Randy asked.  So it's a 180,000 or something, there would be.

MR. RITCHIE:  Okay.  I apologize that I wasn't here earlier.

MS. SCOTT:  No, that's fine.

MR. RITCHIE:  So in fact, like, you've then sort of applied the full HST at the bottom on this whole item.  So in one sense, there is a little bit of a double-counting.

Also too on the HST, now, you will now in 2011 or as of January 1 -- or July 1, 2010 be paying the IESO bill, which will be –- have an HST component on that.

Now, when you bill your customers, you are also going to be applying HST on their total bill.

Now, then, there is a difference which is sort of like really the incremental HST that you have collected, really, the value added that you have done in terms of providing distribution services to the customers.

And that is, then, remitted quarterly to the Canada Revenue Agency?

MS. SCOTT:  That's my understanding, yes.  Yes.

MR. RITCHIE:  Have you taken –- so, in fact, for that amount you have actually received those revenues or received that amount from customers in advance of when you have had to remit it to the CRA.

Have you taken that into account, in terms of this adjustment for the HST on the working capital allowance?

MS. SCOTT:  I think it has.  I think -- but just for further clarification, I think the response that we filed for EP's questions will address that.  You had numerous questions about the HST, so if we can include that in the undertaking, if that is okay?

MR. RITCHIE:  That would certainly be okay.

MS. SCOTT:  Okay.

MR. RITCHIE:  Thank you.

MR. MATHER:  That's it.

MR. SHEPHERD:  Neil?

MR. MATHER:  Yes.

MR. SHEPHERD:  Sorry, before you end this, I do have one follow-up question with respect to the Staff questions, and that is with respect to the IFRS variance account.

Maybe I misunderstood what you said, but I thought I heard you say that you don't need it any more unless the Board makes a change.

So if we assume that if the Board makes a change it will also make provision for how to deal with it, does that mean you don't need the account anymore?

MS. SCOTT:  Yes.  As long as the Board doesn't make provision for a variance account, if they do make that change.

We just wanted to highlight the fact that there may be a requirement for a variance account on the revenue requirement related to IFRS-related items, even though IFRS wasn't being implemented.

MR. SHEPHERD:  Okay.  But I', just trying to get an issue off the Issues List, so --

MS. SCOTT:  Oh, okay.

MR. SHEPHERD:  -- can we take this off the Issues List?

MS. SCOTT:  I would...

MR. SIMPSON:  Yes.

[Laughter.]

MS. SCOTT:  Sure.  One less issue.

MR. SIMPSON:  My qualifier is on the record, so yes.

MR. MATHER:  I think the answer there is that you don't have to apply for any one anymore.  If you end up with one, it will be because you were told to have one, and you didn't have to ask.

MR. SIMPSON:  That's right.
Procedural Matters:


MR. MATHER:  Are there any other follow-up questions?

Maureen mentioned earlier that there would be a PO to deal with their preliminary question and seeking submissions, tentatively, anybody seeking submissions on the issue of this potentially early application and who should pay for it, and so on.  So that will be forthcoming shortly.

Given that we need time -- the Panel will need time, then, to consider those submissions and we should deal with that before we have our ADR session, which was scheduled for October 13th, I am not sure how to proceed with this, really.  I don't expect everybody to be able to set a date for us to convene, other than what they had done, but that date is just going to be too soon.

It has been suggested that we would have our settlement conference on October 27th and 28th and 29th, if we need the third day, and it is being suggested that the hearing would be set back a week, which would be to November 15th, 16, 18th and 19th, if it is necessary to hear the settlement proposal and unsettled issues.

I think that the best we can probably do is that if you all take note of those dates and let me know pronto whether those are going to work or not, and, if not, what dates, not too long before or after those dates, would work for you.  Then the PO can also deal with the revised dates.  Otherwise, there will have to be yet a fourth PO setting new dates.

MS. SCOTT:  Those dates work for Hydro Ottawa.

MR. SHEPHERD:  I can just let you know, Neil, that the 13th and 14th already conflict with so many things, it doesn't matter.  So moving them off that is great.

You are talking about the 27th and 28th?

MR. MATHER:  Of October, yes, for the settlement.

MR. SHEPHERD:  So the 28th conflicts with an OPG hearing, but I think everything conflicts with OPG, so there is nothing we can do about that.

But on the dates you are talking about for the oral hearing, the 18th is tentatively scheduled -- I know there is no letter out on it - or there may be now, but I don't think so - for a cost allocation stakeholder meeting.

MR. MATHER:  Oh, yes.

MR. SHEPHERD:  So I thought I would let you know that.

MR. MATHER:  And I am supposed to be there.

[Laughter]

MR. SHEPHERD:  And you can't be in two places at once?  Come on.

MR. MATHER:  So that probably goes for the other parties, as well, then.

MR. AIKEN:  Yes.

MR. MATHER:  Any other... Okay, that is very helpful, and that may very well be what we do.

There's 15 undertakings, and it would also be helpful, I think, if you were to -- we will see to the filing of the questions, but filing in the RESS system of the other two exhibits, I think, would be helpful, too.

MS. SCOTT:  I actually had 16 undertakings.

MR. MATHER:  Sixteen undertakings.

MS. SCOTT:  The last one was the withdrawal of KT1.3.  Did you get that?

MR. MATHER:  Yes, okay.  It was in place of that, yes, indeed.

MS. SCOTT:  Yes.  That was number 16, yes.

MR. MATHER:  Thank you.  JT1.16.  I am sure it was in the transcript.  It wasn't on my list.

Those are due on September the 30th, sooner if possible, of course.

And with that, thank you, everyone.  We are done.

--- Whereupon the proceedings adjourned at 3:07 p.m.
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