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Friday, December 3, 2010

--- On commencing at 9:45 a.m.

MR. MILLAR:  Good morning, everyone.  I think we'll get started.

Welcome to the technical conference for the Milton Hydro Distribution Inc. rates application, EB-2010-0137.

My name is Michael Millar.  I am counsel for Board Staff.  I intend to act as a master of ceremonies for this technical conference, but of course I have no power to make any rulings or anything of that nature.

As everyone will have seen, there were prefiled questions, and, indeed, Milton has prefiled a set of responses to those questions.  So what we have agreed to do is that the parties, rather than reading the questions and the answers into the record, I would suggest we will first mark them as exhibits, and then we will allow the intervenors and Board Staff to ask any follow-up questions they have based upon those answers.

I will -- I guess we will take appearances next, and then I understand Mr. Harper has agreed to go first.

So I am joined today by Ms. Birgit Armstrong and Mr. Ted Antonopoulos, and why don't we go around the room for appearances?  Mr. Sidlofsky.
Appearances:


MR. SIDLOFSKY:  Good morning.  James Sidlofsky, counsel to Milton Hydro.  I am also here with Bruce Bacon, rate design consultant at BLG.  Maybe this would be a good time to introduce the Milton Hydro panel just so I only have to speak once.

This morning, Milton Hydro is presenting Cameron McKenzie, Barbara Tyres, T-Y-R-E-S, and Bruno Pereira, P-E-R-E-I-R-A, as the panel.  They may be assisted, as necessary, by other Hydro Milton representatives.
MILTON HYDRO - PANEL 1

Cameron McKenzie


Barbara Tyres


Bruno Pereira


MR. MILLAR:  Thank you.

MR. HARPER:  My name is Bill Harper.  I am the consultant for the Vulnerable Energy Consumers Coalition.

MR. WIGHTMAN:  James Wightman for VECC.

MR. SHEPHERD:  Jay Shepherd for the School Energy Coalition, and with me today is Mark Rubenstein, who will actually be asking the questions.

MR. MACINTOSH:  David MacIntosh for Energy Probe.

MR. MILLAR:  Seeing no one else, Mr. Harper, you have agreed to begin.  I understand that Milton has distributed a set of written answers to the questions, and I think there is a separate document for each party, if I am not mistaken?

MR. HARPER:  Yes, there is.

MR. MILLAR:  Why don't we mark yours.  We will call that KT1.1.  And those... These are the responses to VECC's technical conference questions.
EXHIBIT NO. KT1.1:  RESPONSES TO VECC TECHNICAL CONFERENCE QUESTIONS.

MR. SIDLOFSKY:  Sorry, Mr. Millar.  Mr. Millar, just before Mr. Harper begins, I should note that the responses to the written questions that were filed before the technical conference include a number of undertakings that Mr. McKenzie indicated he would require a bit more time to provide answers to.

MR. MILLAR:  Okay.  I would suggest normally we would mark those individually, and what would you suggest?  We could do all of them upfront right now as sort of a preliminary matter, or would you like to do them as we go through each intervenor's questions?

MR. SIDLOFSKY:  It might be helpful to just give a list right now, I think --


MR. MILLAR:  Sure.

MR. SIDLOFSKY:  -- and treat that as one item.  Mr. McKenzie can jump in and correct me, but the responses to Board Staff questions 5(a), (c) and (d), and Energy Probe question 12.  And I believe that -- I believe that is all.  Mr. McKenzie could help me out, though.

MR. McKENZIE:  There is one more for VECC, and that is number 13.

MR. MILLAR:  So there are five undertakings in total?

MR. McKENZIE:  I'm sorry, Energy Probe No. 13.  Yes, that would be correct.

MR. MILLAR:  What I would suggest, we will mark those now.  It is possible, Mr. Sidlofsky, some of the parties may have questions about the scope of that undertaking or something of that nature, but why don't we mark them now.

MR. SIDLOFSKY:  That's fine.

MR. MILLAR:  To the extent there is follow-up questions, we will deal with that at the time.

So we will call those undertakings JT1.1 through 1.5, and, Mr. Sidlofsky, or perhaps the witness, if you could just list what the questions were again so we can make sure we have that right?  Just list them in any order you like, and we will assign them 1 through 5.

MR. McKENZIE:  Board Staff No. 5(a).

MR. MILLAR:  JT1.1.
UNDERTAKING NO. JT1.1:  RESPONSE TO BOARD STAFF QUESTION 5(A).

MR. McKENZIE: (c).

MR. MILLAR:  1.2.
UNDERTAKING NO. JT1.2:  RESPONSE TO BOARD STAFF QUESTION 5(C).

MR. McKENZIE:  And (d).

MR. MILLAR:  1.3.
UNDERTAKING NO. JT1.3:  RESPONSE TO BOARD STAFF QUESTION 5(D).

MR. McKENZIE:  Energy Probe question 12.

MR. MILLAR:  JT1.4.
UNDERTAKING NO. JT1.4:  RESPONSE TO ENERGY PROBE QUESTION 12.

MR. McKENZIE:  And 13.

MR. MILLAR:  1.5.
UNDERTAKING NO. JT1.5:  RESPONSE TO ENERGY PROBE QUESTION 13.

MR. MILLAR:  Okay.  With that, unless there is anything else, I will turn it over to Mr. Harper.

MR. HARPER:  Actually, just as a preliminary matter, I was wondering, would it be possible for you to file with the Board - and I guess so it could be loaded on the Board's website - an electronic copy of the written responses that you have given here now?

MR. McKENZIE:  Yes.  I will file them through the RESS.

MR. HARPER:  That would be great.

MR. McKENZIE:  I just ran out of time last night.

MR. SHEPHERD:  I wonder if I could ask another preliminary matter.  I wonder if we could have the other Milton Hydro people in the room introduced.  I would like to know who is here; that's all.

MR. SIDLOFSKY:  Mr. McKenzie, could you introduce the other staff members?

MR. SHEPHERD:  Names and titles.

MR. McKENZIE:  Well, do you want to... I'm sorry, it is Deb Harold.  She is accounting supervisor; Gene Allevato, and he is our director of operations; and Ron Brajovic, who is our manager of system planning.  Oh, I'm sorry, and Frank Lasowski, who is our president and CEO.

[Laughter]

MR. McKENZIE:  I may be done here after today.

[Laughter]

MR. SHEPHERD:  It is easy to forget the CEOs.  Thank you.
Questions by Mr. Harper:


MR. HARPER:  All right.  Actually, the first question that I would ask had been dealing with your proposed change in revenue-to-cost ratios after 2011.  I am not too sure if the response you gave actually addressed the issue I was raising in the question.

What I was raising in the question was the fact that you provided, in your interrogatory response, sort of your plan for the revenue-to-cost ratio adjustments after 201, i.e., for 2012, and then you suggested that that table or that plan may be redundant given the current Board's initiative on cost allocation review.  And that what -- my question was asking why the Board's current cost allocation review would make that table redundant, or make it so that table was no longer applicable within the context of this application.

MR. McKENZIE:  My understanding is that once we've gone through the cost allocation review, there will be further direction from the Board.

Any changes would be in place with the cost of service applications beginning in 2012.  This is a 2011 application, but we would anticipate there may be direction that comes through for the IRM period, as well.

MR. HARPER:  Okay.  So because the Board's letter, which introduced the review, suggested that the changes would be introduced effective with cost of service applications being made for 2012.

Your premise on saying it made it redundant is your suggestion it may actually impact, as well -- you're assuming it could impact, as well, IRM applications for 2012 and that is the basis for your comment?

MR. McKENZIE:  That's correct.

MR. HARPER:  Okay, fine.  As long as I understand what the basis for the comment was, that's fine.

MR. McKENZIE:  What happened -- I don't know.  Through the last process, those utilities that were making changes for street lights at that time were able to do it in their next IRM process, so that's what I would be anticipating.

MR. HARPER:  Okay, that's fine.

Actually, I would like to turn to question 2 now.  I have some more follow-ups on that.  I will jump around a bit, because the first has to do with your response to part (c) of the question.

In part (c) of the question, you state that:
"Milton Hydro does not assume that 1/4 of the accumulated savings would be achieved in 2011."


What I would like to do is I would like to turn you to your application itself, which is Exhibit 3, and page 12 of that exhibit, the top two lines on the page.  That was Exhibit 3, page 12.  Here you basically state Milton Hydro has reduced the 2011 weather normalized forecast by one quarter of the four-year CDM target allocated to Milton Hydro.

So when I read that, that sounded like you were reducing the load forecast for 2011 by one-quarter of your assumed target.

MR. McKENZIE:  Yes, that's correct.  We did.

MR. HARPER:  So this first sentence in response to part (c) is incorrect, then?

MR. McKENZIE:  No.  The way I interpreted the question was:   Would we achieve one-quarter of our target in the first year?  And, no, I don't expect that we will.

The one-quarter was used as the reduction for our load forecast to carry over to the next three years when we're into an IRM process.

There is an additional question in here referring to our savings on an annual basis.  Cumulative would be one-tenth, and the reason I used one-quarter of the target is to extrapolate that across the four-year period.

MR. HARPER:  So what you're doing is you're building into your 2011 load forecast savings you're assuming you will be making after 2011?

MR. McKENZIE:  There would be some in 2011, and then that will carry forward a little bit into 2012, and in 2012 we will pick up again and make the additional changes.

MR. HARPER:  So you're assuming that, to make sure I am clear, the one-quarter adjustment is not only related to CDM savings you assume you will achieve in 2011 through programs, but also additional savings that you will achieve through 2012, additional 2012 programs and programs in 2013 and maybe even 2014?

MR. McKENZIE:  Right.  So that the adjustment takes into account a one-time adjustment for 2011.  That load forecast is cast for us for a three-year IRM period.

So what will roll out at the end of 2014 would be our 33.5 million kilowatt-hours.

MR. HARPER:  All right.  So this really isn't a -- this really isn't the kilowatt-hours you actually expect to sell in 2011, then, on your best forecast basis?

MR. McKENZIE:  Not that we expect to save, no.

MR. HARPER:  No.  That would be -- I apologize I didn't catch the other response.  What you expect to save would be something more in the order of, I think you said, one-tenth of your target --


MR. McKENZIE:  Right, 33, 34.  Right.

MR. HARPER:  Okay.  And the one-tenth would be approximately how many -- applying that -- I guess because you've now got a final CDM target from the Board, which I think is a little bit different than the value that you had assumed in your application.

MR. McKENZIE:  The original was 34 million kilowatt-hours, and we're now at 33.5.

MR. HARPER:  Right.  So one-tenth of that would be something in the order of 3.35 --


MR. McKENZIE:  Correct.

MR. HARPER:  -- gigawatt-hours, is what you anticipate you would be most likely saving in 2011, then?

MR. McKENZIE:  Correct.

MR. HARPER:  Right.  Okay.  Well, I think -- okay, I think that sort of is sufficient for question number 2, then.

Maybe I could ask if you would clarify again why precisely you did this as opposed to using your best guess for 2011?

MR. McKENZIE:  I took -- we took one-quarter of our target that would be applicable for each year, because we won't have the opportunity to rebase and reevaluate our load forecast in the years of the IRM.

So the 8.4, 8.5 that we used for each year before gives us our target, so that the load forecast is adjusted now, and then that will just roll forward each year and accumulate the savings, because when we get into 2013 and 2104, those savings will be -- in kilowatt-hours would be considerably more.

MR. HARPER:  Right.  And maybe to just follow up on that, I think in this application - and maybe I am wrong - have you applied for an LRAM as part of this application?

MR. McKENZIE:  No, we have not.

MR. HARPER:  No.  Would you anticipate applying in the future for a LRAM for, say, 2011 after 2011 is completed?

MR. McKENZIE:  What we would do - and this was another question I believe from Board Staff - is review what our savings are through our programs and evaluate that against the 3.5 million, and if we exceeded that target, then there may be an LRAM application.  If you're referring to, would we double count, that would not be the case.

MR. HARPER:  I guess my concern would be is that you have actually built 8.5 million into the forecast for 2011.  Then why wouldn't you be benching your programs in your application for an LRAM against the 8.5 million that is actually in the forecast?

MR. McKENZIE:  We would bench it each year over the four-year period.

MR. HARPER:  I guess what would be the assumed savings in each year that you would benchmark against?  It would be the 8.5 million?

MR. McKENZIE:  I would bench it -- I would consider benching it -- and I haven't really given that a lot of thought, but it would have to be taken into account what our savings are and what we have provided for.

MR. HARPER:  Right.  Would it seem reasonable that if in the forecast you provided for 8-1/2 million kilowatt-hours of savings, that that might be a reasonable number to benchmark your actual savings against?

MR. McKENZIE:  It may be.  And then going into the latter years, the 8.5 will be lower than what we anticipate for savings.

MR. HARPER:  And I guess on the one hand I asked is:  Were you anticipating applying for an LRAM?  I guess the question is is that:  Should parties expect you to apply for -- should parties expect you to apply for an LRAM or expect you to make an LRAM calculation in order to determine whether or not you had overestimated in a particular year, and therefore actually any monies owing to ratepayers because you did not achieve the targets that had been built into the load forecast; i.e., does LRAM cut both ways?

MR. McKENZIE:  I haven't given that any thought.

And I would anticipate that the plan that we filed, the strategy plan we filed, is aimed at achieving 100 percent of our target.

MR. HARPER:  Right.  But part of my problem is we have already talked about the fact that, for 2011, the expectation is you probably won't achieve the 8.5 million that you have included in the load forecast.

So, therefore, when I do an LRAM -- you know, you may choose not to do an LRAM calculation for 2011, but if you only achieve 3-1/2 million, should there not be an expectation that an LRAM calculation should be done?

MR. McKENZIE:  I wouldn't propose doing it on an annual basis, but on a cumulative basis over the four-year period.  So the LRAM would take into consideration adjustments in one year, and then '12, '13 and '14.

MR. HARPER:  Okay, thanks.  That seems reasonable.

I would like to turn -- question 3 I had was dealing with actually interest, the interest expense, and I wanted to make sure, because when I read your answer -- and the fact you were explaining part of the variation by the fact that reversals in carrying costs or various deferral accounts led me to think maybe these carrying costs or deferral accounts were being reported in the interest income and that is why changes in the reversals in these accounts is impacting the number.

When you say in response that the account doesn't include any interest on regulatory assets, maybe you could explain to me -- explain a little bit more the actual response you gave to VECC 7(c) in terms of explain why that reversal in the interest on the smart meter accounts actually does impact the reported interest income you are showing for 4405?

MR. McKENZIE:  In going through the disposition of our 1555 and 1556 accounts, we followed the Board's journal entry, which does book the interest against the interest expense account.

So of the regulatory asset accounts, that would be the only account, and it is due to the clearing of 1555, 1556, the disposition.  It is not the accumulation of the carrying charges on the other regulatory assets.

MR. HARPER:  But the carrying charges on those two accounts are -- do impact the reported amounts in 4405, then?

MR. McKENZIE:  Yes.  They have actually reduced.  So 4405 is actually a debit in our application.

MR. HARPER:  Right.

MR. McKENZIE:  Because the interest that is charged back exceeds the interest income.

MR. HARPER:  Would you be able to separate out and show -- just basically give us a table that shows for, say, 2009, 2010, 2011 what the impact on the 4405 is of sort of the -- of the carrying costs related to those smart meter accounts versus what sort of normally and more traditionally is considered interest income?

MR. McKENZIE:  The only impact is in the year 2010.

MR. HARPER:  Okay.

MR. McKENZIE:  And the interest is in our application in Exhibit 9.

MR. HARPER:  Okay.

MR. McKENZIE:  It's a journal entry.  There are two entries for interest.

MR. HARPER:  So there is -- maybe just to make this simple, so there is no impact on the 2011 interest income?

MR. McKENZIE:  No.

MR. HARPER:  Okay, fine.  That is sufficient.  We will leave it at that, then.

And I think those are all the questions that I have got as follow up to the responses that were given.

I think Mr. Wightman is going to carry on with the balance of the VECC questions.
Questions by Mr. Wightman:

MR. WIGHTMAN:  I have follow-ups to two of the tech conference questions.

MR. MILLAR:  Mr. Wightman -- oh, I'm sorry.  We are on the same set of questions.

MR. WIGHTMAN:  Okay.  Yes.  Thank you.

Question 5 of the tech conference, the first thing in your response in 5(a), I just want to confirm that where you say 2006 Board-approved, 2007 Board-approved, 2008 Board-approved, those shaded titles, those weren't Board approved, were they, in all of those years?

MR. McKENZIE:  I'm sorry, where are you looking?

MR. WIGHTMAN:  Your response to technical conference question number 5, part (a).  You have a -- just above the middle of the page, you have a shaded row with titles.  Was 2007 Board approved, or is that your board of directors?

MR. McKENZIE:  That is our board of directors.

MR. WIGHTMAN:  Okay.  If I understand your response, if you remove -- if you defer purchases of land and whatever else, that is the reason for the big difference?

MR. McKENZIE:  That's correct.

MR. WIGHTMAN:  Okay.  You don't have any -- you don't disagree, though, say, if we look at the actual Board-approved budget as it was, and then the actual spending, that there was a considerable difference?

You're saying that with these deferrals removed there isn't that big of a difference; is that correct?

MR. McKENZIE:  That's correct.

MR. WIGHTMAN:  Okay.  Now, I have three things I am looking at here.  One is your tech conference response on the next page, which -- to (d) and (d), which has got a table, capital expenditures.

I have, in your original IR responses to VECC's questions, IR 16, which is paginated at page 23 at the bottom, and also page 20 of your original IR responses, and this is a response I think to question 15(a), originally.

Now, do you have those?

MR. McKENZIE:  Yes, I do.

MR. WIGHTMAN:  Oh, thank you.  Okay, if I start with the tech conference question (d) and (e) and this 2010 actual to October 2010 column, your net additions were 6,816,996?

MR. McKENZIE:  That's correct.

MR. WIGHTMAN:  Okay.  Now, if I understand the response to IR 16, page 23, you are saying that you think your 2010 bridge spending is going to be 12.454 million?

MR. McKENZIE:  That is what we had in our application.

MR. WIGHTMAN:  Okay.  That is close to the number that you have in response to 15(a).

So my question is just simply this:  Do you think you are going to get anywhere near those numbers, $12 million, if at the end of October you're under 7 on a net basis?

MR. McKENZIE:  Yes.  If you refer to the next column over on page 23, 2010 committed and forecast, that is the $11,620,000.

MR. WIGHTMAN:  Yes.

MR. McKENZIE:  And we expect to -- that is where we are aiming for.  That is where we expect to be.  We currently have several contractors in doing some project work for us.  That is being progress billed by the end of the year.

MR. WIGHTMAN:  Okay.  So it is about a -- oh, I don't know.  It is about an 80 percent increase.  So you are doing a substantial amount, then, in November and December of the years?

MR. McKENZIE:  That's correct.

MR. WIGHTMAN:  Would you call that typical, because I thought most of the project and capital stuff was done sort of by the end of October or November?

MR. McKENZIE:  One second.  One is a region job that got started late based on when the region was able to.  And we have two pole line jobs and some underground conversion that we have contracted out for the end of the year.

And the one job that we have that's not included in here was 1.5 million, and it is just about complete.  So it will be completed by the end of the year.

MR. WIGHTMAN:  Okay.  Then you still have a few more million to complete, too, according to your schedule, I take it?

MR. McKENZIE:  That's correct.

MR. WIGHTMAN:  Okay.  Thank you for that.

My only other question in follow up is VECC technical conference question number 8.  The original IR, I keyed in the wrong year.  I just wondered, it appeared that your incentive pay was above your cap, but you explained that in the response that payment in lieu of vacation.

Was that payment $4,225?  Can you confirm that?

MR. McKENZIE:  No.  The payment would -- it's in the neighbourhood of $60,000, and it was accrued vacation that the person was not able to take.

MR. WIGHTMAN:  Would you normally classify that as incentive pay?

MR. McKENZIE:  Not normally.  That is where it was recorded for that year.

MR. WIGHTMAN:  Okay.  So you're saying that -- where would you normally put that?

MR. McKENZIE:  I would probably put -- myself, I would have it just in regular wages.

MR. WIGHTMAN:  Okay, thank you.  Those are my follow-ups.

MR. MILLAR:  Thank you, Mr. Wightman.  Mr. Rubenstein, will you be next?  I propose first we mark the responses to the -- the written responses to the questions.  That be KT1.2, the responses to the questions from SEC.
EXHIBIT NO. KT1.2:  RESPONSE TO TECHNICAL QUESTIONS OF SEC.
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you.  If I can first bring you to the first technical conference question referencing SEC No. 5?

Thank you for providing in advance the copy of the appraisal report e-mail, which I am not sure has been entered into the record.

MR. MILLAR:  This is the e-mail dated November 17th; is that correct?

MR. RUBENSTEIN:  Yes.

MR. MILLAR:  We will mark that as Exhibit KT1.3.
EXHIBIT NO. KT1.3:  E-MAIL DATED NOVEMBER 17, 2010.

MR. RUBENSTEIN:  In your prefiled evidence you had estimated the value of the property to purchase at $700,000.  I had asked in the interrogatory:  How did you come to this sort of -- that conclusion?

Your response to the interrogatory had said that you had commissioned this report, this appraisal, and they had valued it between $600- and $700,000.  But the date on the appraisal from the e-mail is November 17th, which would be after the interrogatory response.

So for the prefiled evidence, how did you come to the conclusion of estimating about $700,000?

MR. McKENZIE:  We had a rough estimate of what it would be, and then what we did was subsequently went out to confirm that our numbers were correct.

MR. RUBENSTEIN:  How did you come to that rough estimate?

MR. McKENZIE:  We had just discussions with real estate of what it might be worth on a per acre basis, and then we had the -- in order to confirm the interrogatory, we then had it looked at, evaluated.

MR. RUBENSTEIN:  So you, as well, say in the response -- in response to my question about why there was no inspection of the property, you said -- I mean, you have no interest in the house that is sitting on this property?

MR. McKENZIE:  That's correct.

MR. RUBENSTEIN:  But, I mean, the people who own the house -- I mean, that own the property, obviously it is important to their valuation of what the value of the house is.  So why did that not...

MR. McKENZIE:  Well, I'm sure that from their point of view the house would be part of the value to them on the property.  If that's the market value of the property, then that's what we would have to pay.

MR. RUBENSTEIN:  So for technical conference question number 2, referencing SEC interrogatory 6 and Energy Probe 8, I had asked about what was -- you know, to provide originally a business case or some sort of documentation about the rationale for building the new office or service centre.

You replied that there is no documentation defining the rationale or business case.

My question was:  What specific investigations or inquiries did you take -- did take place that would bring you to that conclusion?  Your answer doesn't really seem to give us or provide specifics, you know, in answer to that question:  What specific investigations or inquiries led you to that final conclusion?

MR. McKENZIE:  At the time of moving or vacating the building where we were on 55 Thompson, we had undertaken a review of the buildings in Milton that would have sufficient property, office space and storage space, and there is none available, none that would suit the needs of a utility distributor.


Then we valued that we -- we knew we were going to be moving.  We knew what there was available in Milton at the time, and then we have the property.  And we have looked at then going forward with the office service centre.


MR. RUBENSTEIN:  So the only property at that time that would fit your need was the property that you had moved into for the temporary basis?


MR. McKENZIE:  And that doesn't even, at this point.  It is short of storage.


MR. RUBENSTEIN:  Okay, that's fine.


MR. McKENZIE:  It is also, if I may add, shared with the landlord.  The landlord has the back portion and part of the storage yard.


MR. RUBENSTEIN:  Okay.  You also say - I don't remember exactly where I read this - that they're asking for more money than you had allocated in the $700,000 budgeted for, and you think it is going to be a greater cost.


At what point does sort of the increased cost make sense and maybe building a new or buying that -- buying that specific property doesn't make as much sense?


MR. McKENZIE:  At this point, I wouldn't -- I don't have a response for that.  I don't know what -- the maximum we would pay for it at this point.


MR. RUBENSTEIN:  Question number 5, referencing Energy Probe 12.  So you come to the estimate for the feed-in tariff project, comes to -- your estimate is about 100,127.  I asked:  How did you come to this specific estimate?


MR. McKENZIE:  It was just a best estimate at the time.  We had no idea what we might be spending on FIT or microFIT at the time of preparation of our budgets or this application.


MR. RUBENSTEIN:  But your number that you --


MR. McKENZIE:  The 127 I know is pretty exact.  It should have just been $100,000.


MR. RUBENSTEIN:  Okay.  And would it not be the same answer, then, for --


MR. McKENZIE:  Yes, it would.


MR. RUBENSTEIN:  Okay.  So for technical conference question number 9, which I said references VECC 26, but you're correct that it is referencing VECC 19, could you be more specific in your answer of what type of sort of supervisory duties are being conducted for employees that you contract out?


MR. McKENZIE:  Well, the -- either the manager, supervisor or we also have non-union employees that have responsibilities for different work.


So they would inspect -- apart from defining the work and awarding the work and monitoring the progress, they would be inspecting to make sure that the contractors were working safely, that the work was being done and it was being done in accordance with our standards, and on time.


MR. RUBENSTEIN:  So an example, say, which you had referenced in your answer to the interrogatory for tree trimming.  So specifically the management employee who is responsible for overseeing that, specifically what type of duties does he do in regards to overseeing that?


[Witness panel confers]


MR. McKENZIE:  The supervisor in charge for tree trimming contractors, once it is awarded, would take the contractor through safety orientation, would take them through our specific standards and clearance for hydro lines, our lockout procedures where necessary.  Then he would review the work and ensure it was trimmed back to the standards that we have put forth and that the job was completed on time and as scheduled.


MR. RUBENSTEIN:  So roughly - obviously roughly - how much time of this employee's work would be doing all of those tasks, say, in a given year?


[Witness panel confers]


MR. McKENZIE:  The activity with the tree trimming contractors, in particular, is daily.  He checks in in the mornings, wants to know what needs to be locked out, where they're working, safety standards, that type of thing.


MR. RUBENSTEIN:  So --


MR. McKENZIE:  So it is daily contact with them to find out where they are and what is required.


MR. RUBENSTEIN:  So tree trimming would be on the larger -- I mean, the bigger end and sort of amount of time that there is supervisory function?


MR. McKENZIE:  No.


[Witness panel confers]


MR. McKENZIE:  It would occupy their time at the beginning of the day or if there were issues during the day, but it is not the majority of their work.  The supervisor that would be in charge of the tree trimming is also in charge of looking after construction jobs, as well, which are more ongoing.


MR. RUBENSTEIN:  But in terms of supervisory functions that would fall under the questions I am asking in this technical conference, that would be on the higher end, the tree trimming supervisory duties as compared to collection supervisory duties?


MR. McKENZIE:  They would be different people.


MR. RUBENSTEIN:  I know, but just in terms of time that an individual is spending, a management individual is spending supervising, tree trimming is more than an individual is spending supervising collections?


MR. McKENZIE:  Being two different departments, I would say that the collections is a different sort of, if you want to call it, kettle of fish.  There is time spent supervising those employees, dealing with customers who are on collections.  So it is probably more considerable time, and it is on a daily or weekly basis, the collection process.


Tree trimming is cyclic.  We have different -- there are three areas that we do in the Town of Milton, and when those areas are done, then the tree trimming is done.


MR. RUBENSTEIN:  Okay.  So if we can just go back for a second to an answer you had just given about the estimates to the microFIT project?


Even at $100,000, if we don't have that very specific number, how did you reach the estimate of that number, and then how did you reach the estimate in the next question of $150,000?


MR. McKENZIE:  We did not have any criteria.  They were just ballpark figures.


And, to be honest with you, that is all I have.  These were prepared by a previous employee who is no longer with us, and he did the capital budgets for us and slotted in an allowance for FIT and microFIT.


MR. RUBENSTEIN:  Those are my questions.  Thanks.


MR. MILLAR:  Thank you, Mr. Rubenstein.  Mr. MacIntosh, are you prepared to go?  Why don't we mark as Exhibit KT -- I guess we are at 1.4.  These would be the Milton responses to the Energy Probe questions.

EXHIBIT NO. KT1.4:  MILTON HYDRO RESPONSES TO ENERGY PROBE QUESTIONS.

Questions by Mr. MacIntosh:


MR. MACINTOSH:  Can you provide us with an estimate of when your undertakings will be filed for Energy Probe question 12 and for question 13?


MR. McKENZIE:  They will be filed by Monday.


MR. MACINTOSH:  Oh, very good.


If you could turn to our question number 20, you will note that there were five parts to the question and four parts to the answer.  The missing answer is actually (c).  So the answers should be (a), (b), (d), (e).


MR. McKENZIE:  You are correct.  My apologies.


MR. MACINTOSH:  So if you would like to give an undertaking for that?

MR. McKENZIE:  I can respond to that now, if you like.


MR. MACINTOSH:  Fair enough.


MR. McKENZIE:  If Milton Hydro achieves its target that we used in our forecast, the eight-three-seven-five, in 2011, that would be cumulative and we would not be required to try to obtain any further reductions in 2012, 2013 or 2014.


MR. MACINTOSH:  Thank you.  If you could turn to Energy Probe Question 22(c), could you give us an estimate of when you would expect to file that answer in confidence?


MR. McKENZIE:  Yes.  I will have it filed by Monday.  I meant to bring it with me and it is on my desk.


MR. MACINTOSH:  Thank you.  Those are Energy Probe's follow-up questions.


MR. MILLAR:  Thank you, Mr. MacIntosh.  I think we just have Staff left, so I will turn it over to Ms. Armstrong.  And we will mark the written responses to the Staff technical conference questions as KT1.5.

EXHIBIT NO. KT1.5:  WRITTEN RESPONSES TO THE STAFF TECHNICAL CONFERENCE QUESTIONS.

Questions by Ms. Armstrong:


MS. ARMSTRONG:  Thank you.  A lot of my questions were already answered in this technical conference, so we will go to question number 5 on the system load regression model.


I realize that there is a number of undertakings that will come, I guess, Monday; is that correct?


MR. McKENZIE:  That's correct.


MS. ARMSTRONG:  What I was wondering, I'm still trying to get to the bottom of this negative coefficient for the GDP, and I was wondering if multi collinearity test was conducted prior to selecting the variables for the first run of your regression model?


MR. McKENZIE:  What we did was we went through different scenarios.  We had, I believe it was, eight variables we started with.  And we would run the models through until we found the coefficients which we have used for run 2 that met the regression requirements of proper coefficient and T-stat.


MS. ARMSTRONG:  Right.  But was there any tests done on how the variables relate to each other, say, population and GDP?  If you run them both at the same time, does one produce a negative coefficient because they are closely related?


MR. McKENZIE:  Without any other variables, I mean, just run two at a time; is that what you're referring to?  I'm sorry, I may not understand.


MS. ARMSTRONG:  I was trying -- what I am trying to find out is if the variables were tested, prior to running the regression models to see if there is a collinearity effect.


MR. McKENZIE:  Not individually, no.


MS. ARMSTRONG:  No.  Okay, thank you.  Then going back to question 1, the land purchase, I am still trying to understand how much of that property is actually used and useful at this point.


MR. McKENZIE:  At this point, we have a very small portion of the land being used to store poles.


What we are looking at doing in 2011 is to add a fencing compound in an area where we would put the compound once we went into building construction, and we'll move transformers and poles over to that site.


So it will be anywhere between 25 and 50 percent of the property.


MS. ARMSTRONG:  Okay, that's fine.  Thanks.


You have answered the criteria question when it comes to FIT/microFIT projects.  This is Board Staff Question No. 4.


There is an amount that you've given of a project that might go ahead of $22,500 that will be part of the $150,127.00 you have provided.  Has this project moved ahead?  Do you know any more about that?


MR. McKENZIE:  It has not moved ahead.  The quote has gone out to the customer.  The customer has not applied for OPA yet.


MS. ARMSTRONG:  Okay, thank you.  I believe that is all of my -- hang on.


Yes, that is all of my questions.  Everything else was answered in the course of this technical conference.  Thank you all very much.


MR. MILLAR:  Okay.  I think that concludes today's technical conference.  No more questions from anyone else?


Okay.  Thank you to the witnesses, the applicant, the parties and the court reporter, and this concludes the conference.


--- Whereupon hearing concluded at 10:31 a.m.
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