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

MR. MILLAR:  Good morning, everyone.  I think we will get started.  This is the technical conference in EB-2010-0144, Waterloo North Hydro.

My name is Michael Millar.  I am counsel for Board Staff.  I am joined today by Keith Ritchie and Marc Abramovitz, who will actually be asking the questions on behalf of Staff.

I understand that the questions for this technical conference were prefiled and that some answers were filed by the applicant yesterday evening, I believe.  So presumably today's questions will involve follow-up and clarification of those answers.

We here, although we are sitting on the dais, are of course only members of Board Staff and we are not empowered to make any rulings or any orders or anything of that nature.  So to the extent there are any disputes about questions and answers, we will all work together to try and resolve them, but if we can't, then I suppose people know their remedies.

I think we will start by taking appearances.  I understand that Waterloo North wanted to make a bit of an opening presentation or at least some opening remarks, but why don't we take appearances, and then we will turn it over to Waterloo North.  Bill, do you want to start?
Appearances:


MR. HARPER:  Bill Harper, consultant for the Vulnerable Energy Consumers Coalition.

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

MR. RUBENSTEIN:  Mark Rubenstein, articling student for School Energy Coalition.

MR. SIDLOFSKY:  James Sidlofsky, counsel to Waterloo North.

MR. BACON:  Bruce Bacon, rate consultant for Waterloo North, BLG.

MR. MILLAR:  Would you like to introduce your panel, Mr. Sidlofsky?

MR. SIDLOFSKY:  I will introduce Rene Gatien, who is the CEO of Waterloo North Hydro, and Mr. Gatien will -- in his comments will be introducing his panel today.

MR. MILLAR:  Thank you.  Yes.

MR. GATIEN:  Good morning.  As was noted, I am the president and CEO of Waterloo North Hydro.  My name is Rene Gatien.  I have with me three members of our executive team and our regulatory consultant, and I will introduce them.

On my right is Albert Singh, our VP of finance and CFO.  Albert looks after finance, customer service and regulatory affairs.

To the far right, we have Chris Amos, our regulatory affairs consultant.  Chris has been involved in the industry for a number of years, both working at utilities and also as a consultant for utilities, and some of you may already know Chris, with her hard work and involvement at the OEB on the industry initiatives.

At my left, then, I have Dave Wilkinson.  He is the VP of operations, and Dave looks after lines in that department for both construction and operation, purchasing and stores, locates, the control room and the fleet.

And on the far left, I have Herb Haller.  Herb is our VP of engineering and stations, and Herb has responsibility for engineering, metering both at the wholesale and retail level, transformer stations, design, construction and operation.  Herb is also heavily involved in the construction of the new administration offices and service centre building.

As we noted, we also have Bruce Bacon with us.  He is a consultant that has helped us in preparation of this application.
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MR. GATIEN:  So if I might, I have a few remarks.  Would you like me to continue with those?

MR. MILLAR:  Yes, please.

Opening Remarks by Mr. Gatien:


MR. GATIEN:  Thank you for allowing me to address the proceeding.  I have a few brief remarks about Waterloo North Hydro and about our application.

The predecessors of Waterloo North date back to 1905.  However, the Waterloo North Hydro we know today was created in 1978 when four municipalities' PUCs and a piece of Ontario Hydro area was amalgamated, creating a service of territory of about 672 square kilometres.

To put it in context, our service area is slightly larger than the service area of Toronto Hydro; a substantially different mix, though.  Our customer mix is 90 percent rural, and we have an interesting spectrum of customers.  They include global high tech industries, financial insurance institutions, internationally-known academic institutions, all the way to Mennonite farmers that may require kilometres of distribution lines just to take service for only a few lights and a barn.

High reliability of electricity supply is very important to this broad spectrum for different reasons.  Nevertheless, reliability is important to all of them.

So to that end, our mission at Waterloo North is to create value for our customers and shareholders by providing safe, reliable electrical distribution services at competitive rates.

Let me turn to the application.  We see the application provides discussion around a few items.  The construction of a new administration building and service centre is a large investment and one that is badly needed at Waterloo North Hydro.

We expect to accomplish several things with the new building:  improved staff working conditions.  We have converted vestibules and hallways and put staff in all the nooks and crannies of the building just to fit employees in.  The last young man we hired, he is not complaining about it, I will mention, but his desk is part of the record storage room, because that is the only place we had that we could fit him in.

We expect to house larger working vehicles that are now commonplace in utilities.  When the facility was built, the trucks were much smaller.  Currently, our largest bucket trucks and bigger trucks will not even fit in the parking stalls.  So what we do is we park them in the centre aisle of the garage at night after we've parked all the other bucket trucks.

The problem is we must move those trucks out first to access other trucks if we have to respond to more than basic after-hours calls.  That is not an efficient way to do business.

We are consolidating inventory in one spot.  Currently we use some of the substation properties to store material, in addition to our central storage yard.  And that, again, is not an efficient way to do business when you have to move around to different places to pick up your material.

We just don't have the room to modernize our control room for SCADA operates that must be done or to add additional staff.

So with the help of a local architectural firm a number of years ago, we determined our space needs and looked at options to fulfil those space needs, and we describe that in detail in our evidence.

The consultant also determined that the existing building required significant investment to upgrade the building and the building systems.  A new building on a new site was selected as the best option for a building that would meet the near-term needs in an energy efficient way and provide the best opportunity for future expansion at a reasonable cost.

Our new building is a LEED design building, and that is something that we have itemized, as well, in our evidence, leadership in energy and environmental design.  It provides an efficient work space that is environmentally friendly both inside and outside the building.

We have chosen LEED initiatives that provide a useable building and value for money invested.  So we believe that Waterloo North Hydro must lead by example if we are in the business of promoting energy conservation and energy efficiency to our customers.

The straight filing is also about maintaining capital investment and infrastructure at the levels necessary to ensure a reliable distribution system.

We have a year-over-year rate increase in this rate filing, and it is even more noticeable to our customers by the fact that we had a rate decrease in our last filing for 2010 rates.

But the filing is about more than a year-over-year increase, and we have been able to address our infrastructure needs since 2004 with an average minimal bill impact.

The last time we filed a cost -- that Waterloo North Hydro filed a cost-of-service rate filing was in 2006, and it was based on our 2004 rate base.  Since that time, we have invested and completed much to modernize this utility and its plant.

In 2004/2005, we implemented the first ever enterprise-wide software solution for Waterloo North Hydro, integrating the existing customer information system software into this new collection of modules for accounting, payroll, general ledger, work orders, purchasing and inventory.

Little did we know that much of the data we were collecting would be needed for this rate application.

In 2005/2006 Waterloo North Hydro installed its first ever GIS software, or geographical information software, to track plant and equipment assets in the field, as well as provide a new tool for planning and design purposes.

GIS has become an integral part of asset management and a base tool for utility operations.  This helped us to understand the level of reinvestment and rebuild required to maintain our plant and improve reliability.

And now we are on to the next generation of IT tools with the deployment of smart meters and the implementation of an ODS, or operational data system, that together with the GIS provides the operational management tools necessary for the utility of today and the utility of the future.

Last, the rate filing is also about people.  Many years ago Waterloo North Hydro recognized that we must also reinvest in the talent pool of employees.  Trades and technical staff require an overlap between apprentices, new graduates and the journeymen to facilitate a reasonable transfer of knowledge and skills.

University, college and trades programs need co-op programs to support the students and provide opportunity for the next generation of the utility industry.  To that end, Waterloo North has co-op students and apprentices as a regular mixture in our group of employees, and will for many years to come, as a wave of current employees moves into retirement.

So you see many of the elements of our application are about building for today with a long-term view of the future.  We trust we have put together a plan to deliver safe, reliable electrical distribution services at a competitive price to our customers, because that is our mission.

We have provided as much information as we could gather in response to the technical questions posed by the Board Staff and the intervenors, and we are here to clarify any remaining matters.

Now, my colleagues that are with me have put much of the evidence together, so I will likely have to direct traffic to the appropriate person or persons as you ask your questions, and we will do our best to make sure we clarify what is before you.

We should note one item, that the Board issued its decision regarding cost recovery of the late payment penalty on Tuesday of this week.  The Board directed all affected electricity distributors that currently have an IRM or cost-of-service application before the Board to file with the Board, within seven days of the date of the decision and order, with detailed calculations, including supporting documentation, outlining the derivation of the rate riders based on the methodology outlined in the decision.

So Waterloo North Hydro will be submitting the required documentation regarding the amount of $173,479.23 that is listed for Waterloo North Hydro Inc. in this action.

So that concludes my remarks.  I appreciate the opportunity to address the conference, and I hope we can be helpful in answering your questions today.  Thank you.

MR. MILLAR:  Thank you very much.  I note, just for the record, Mr. MacIntosh has joined us, presumably on behalf of Energy Probe.  Is that right, David?

MR. ABRAMOVITZ:  Yes.

MR. MILLAR:  Okay.  And maybe the record can reflect that.

Staff has volunteered to go first, unless anyone has a burning desire to do so.

And seeing no volunteers, I will turn it over, I believe, to Mr. Ritchie.
Questions by Mr. Ritchie:


MR. RITCHIE:  Okay.  Thank you, Michael.

I guess, yeah, we received the material really this morning, first looking over it, so I am going to be doing a bit on the fly and probably Mr. Abramovitz, and there probably will be a bit of back and forth involving all of the parties on this.

I guess maybe I will start off first, and it is with reference to Board Staff Technical Conference Question No. 6.

And in this –- in the -- the question was basically asking about the increase in the meter expenses for, basically, industrial and commercial meters.

In the response, Waterloo has basically indicated that the increase in the meter maintenance expenses is sort of an ongoing, not a one-time, cost, and again, the increase relative to historical is about $170,000.

Can you sort of clarify a bit more as to why this is sort of, like, ongoing, what has changed in terms of the nature of the commercial and industrial meters or your operations that would sort of see this as an ongoing cost?

MR. GATIEN:  Do you want me to direct traffic?  Or I will have Mr. Haller answer that one.

MR. HALLER:  The meter population that we are talking about is one that obviously we have, and that is growing and that is aging as any other asset.

There is a cost increase and we recognize that.  Similar to our other assets, it is an aging population and it is something that we have to work on continuously.

So when we look at our metering assets and looked at the age and condition of some of those assets, similar as we would do with poles or underground cables, we looked at them and see that there are assets out there that need to be upgraded because of age and condition.

So it is an ongoing expense, similar to other assets that we have.

MR. RITCHIE:  I guess now my understanding, from your evidence, is that the first part of this was that you had been deferring some of your maintenance activities on these meters because of your smart meter deployment.

MR. HALLER:  I think there -- and I apologize for this, but I think there was a confusion over the initial response.  I believe that there were two responses given.

There was one given that this is an ongoing expense, as I explained, and there was another response that was given incorrectly, that this was due to a deferral of work that was done.

And I believe that we responded in saying that that was incorrectly given.

MR. RITCHIE:  Okay.  I guess I'm not certain that, you know –- again, I don't know the reference for that second bit that you are...

MR. GATIEN:  Can we just check on something for a moment?

MR. RITCHIE:  Certainly.

[Witness panel confers]

MR. GATIEN:  If we might, we will have a look at that one at the break.  We thought we had placed the right answer in there, and we believe there is a reference at an earlier question, so we will make sure and clarify that one for you.

MR. RITCHIE:  Okay.  Thank you.  I guess I will maybe go back to something and I just want to confirm some material that is really in the evidence but it is related to the -- both to your existing Northfield centre and the new operation centre.

If I do, I guess, go back to part of your evidence and it is, I guess, Exhibit 2 and page 88, this was looking at the idea of a renovation option for your existing centre.

And basically, you sort of say that -– quote:

"Also considered was the significant operational implications in aid of cost of renovating existing spaces while attempting to maintain normal business operations and the realization that approximately 50 percent of the major components of the new building would be 30 years old by the time construction was completed.  In addition, a renovation of the existing building would require major upgrades to comply with current building code standards."

End quote.  So I guess -- and this does go back to some Board Staff interrogatories and to the one Board Staff technical conference question -- so part of the reason that you were, I guess, going against the expansion, rebuild of the Northfield Drive was some of this age of the building, if it had been renovated, this more than 30 years old?

MR. GATIEN:  That is correct.  The analysis that was done by the architects that we hired looked at it and indicated to us that there was a number of things that would have to be replaced.

MR. RITCHIE:  Okay.  Now, in Exhibit 4, table 418, which basically gives depreciation rates, buildings have a normal depreciation rate of two percent, or basically a normal, useful economic life of about 50 years.
And then when I was looking at your response to the Board Staff Technical Conference Question No. 2, I think I saw some wording that you felt that this -- okay.
"It has reached the end of its service life and is no longer useful in the current condition without significant capital investment."

I am just trying to understand, like, again, do you feel sort of like that the 30 years, in fact, does that represent sort of like a useful end-of-life, or as contrast to sort of what is the normal depreciation rate for buildings?

MR. GATIEN:  I believe we are looking at two issues here that are related but somewhat distinct.

The building could be used longer, but only if we invested a fair amount of money into it.  So if we were not outgrowing the building, then it may have looked at a more viable option to do something along the lines of renovating the existing one and investing in replacing those building systems.

MR. RITCHIE:  Okay.

MR. GATIEN:  So that is that side of the question.

As far as the -- you know, is the building indeed a useful service life of 30 years rather than 50 or 60 years?  I am not sure that I am the one that can answer that question for you.

MR. RITCHIE:  Okay.  But you will still have a -- I guess, based on sort of the normal 50-year depreciation of such a facility, you would have a -- I guess a not insignificant net book value of the Northfield Drive centre?  And I think there probably was a --


MR. GATIEN:  That is correct.  And there is an amount in the evidence.

MR. RITCHIE:  Yes, okay.  That is all that I have right now.

MR. MILLAR:  I think that is it for Staff, subject to I think there was one take-away that we may discuss after the break.

Any volunteers to go next?  People are pointing at you, Mr. Harper.

MR. HARPER:  I am at the far end.  I guess we can --


MR. MILLAR:  Choose your seat better next time.
Questions by Mr. Harper:

MR. HARPER:  That's right.  Sit back there with Mr. MacDonald.  Again, I am sort of -- this probably won't be as organized as if I had had a little bit more time to read through the questions, but I will do my best.

I would like to start off with looking at your response to VECC Technical Conference Question No. 1(a), and I just wanted a bit of quick clarification there.

We were asking for an update to your cost of power based on the most recent October 2010 RPP report.  You referred us to the original IR responses, and specifically the ones you made to Energy Probe.  You referred to Energy Probe 11(b).

I just wanted to be clear, because in the Energy Probe 11(b) you indicated that you had worked that out assuming a price of $68.38 per megawatt-hour for the RPP volumes.

I just wanted to clarify that in the response to Energy Probe 11(b) you had actually used an updated value for both the HOEP and the GAA values and applied that to the non-RPP volumes for purposes of calculating the total cost of power?

MS. AMOS:  Yes, we had.

MR. HARPER:  The way the question was worded and the response was worded, it wasn't clear to me that was the case, okay.  Actually, I just wanted maybe go on to 11(c) -- excuse me, Technical Conference Question No. 11(c).  Here we had asked you to sort of revisit the way you were calculating the values.  I believe this was for the transmission costs, where you were calculating those from, moving from 2009 and the fact that going from 2009 and adjusting the volumes up to 2010 and 2011, you hadn't made any allowance for growth and you hadn't made -- and you had used 100 percent load factor.

I guess you acknowledge that in (b) that you should have made an adjustment for projection for purchases.  Has that adjustment been incorporated anywhere in the responses you made here, or is that something that sort of would still have to come?

MS. AMOS:  The updated -- using Waterloo's load factor was based on the CDM savings only.

The answer that was there had not incorporated the actual billing quantity changes.

MR. HARPER:  Right.  Okay, I just want to make sure what we have there and what we don't have there.

MS. AMOS:  That's correct.

MR. HARPER:  The other thing was incorporating the load factor, I was just clarifying the billing quantities you got there are really billing quantities -- really the sum of 12 months' worth of billing quantities from the IESO or Hydro One, if you are talking about kilowatts, I assume.

So in adjusting, it isn't just taking one kilowatt.  It isn't just -- you have taken into account that you have 12 different billing quantities when you go through your load factor?

MS. AMOS:   Yes.  They are multiplied by 12.

MR. HARPER:  Okay, fine.  I just wanted to make sure that part had been picked up, as well.

I would like to go to your response to VECC 4(a).  Actually, again, this is just a matter of making sure it is clear to me what I have got here.

I would like to refer also to your response to Energy Probe 14(b), which I think was the one that you said was slightly in error.  I just want to make sure I understand how I should be interpreting this.

Really -- and you've got a table in your response to Energy Probe 14(b), which is table IR 14(b).  Is it correct to say that if I look at the column that is "2010 test based on existing rates", those revenues reported for each class are net of the transformer ownership allowance?

MS. AMOS:  You are correct that the amounts that are shown have been netted incorrectly with the transformer allowance.

MR. HARPER:  Right.  I can almost ignore that line, which is TOA at the bottom, just sort of scratch it out on the table, then, or it is just additional information to think about.  Yes, okay.

I would like to go to response to technical conference question from VECC 5(b), and I think here we were also looking at the response to -- I seem to be going back a lot to Energy Probe's questions, Energy Probe No. 19.

Actually, here we were asking you for the basis for a number of values that appeared in the "Table IR #19(a)" that was in the response to Energy Probe Question No 19, and those values appear in the first three numeric columns, the 91, 60344 and the 80915, 238.

To make a long question short, I think I understand from the response to this that actually we don't really have to worry about those first three columns, because your proposal is to use the values in the fourth column for purposes of your application, and so, therefore, while it may be a point of interest, it really isn't material to what is going on here what the source of those numbers was?

MS. AMOS:  That's correct.  The number that is in for 2010 OPA savings in column 4 is the amount we are proposing and is the updated amount.

MR. HARPER:  So I won't worry, then, where the other ones came from?

MRS. AMOS:  Correct.

MR. HARPER:  Thank you very much.  I would like to go to VECC 7(a).  That is Technical Conference Question No. 7(a).

Here I guess we had provided you with a copy of some working papers that the OPA had shared and that were filed in the Ottawa Hydro proceeding that had just finished with respect to the development of the CDM targets, and asked you to confirm that according to those tables -- where OPA had been showing sort of aggregate anticipated savings from all of the LDCs over the period 2011 to 2014, and you confirmed here that the savings they have shown for all utilities is, like, 577 gigawatt-hours for 2011.

Now, that is roughly -- would you agree that is roughly 10 percent of the target for the overall LDC sector, the 6,000 gigawatt-hours?  That is part of the government directive.  That was the basis for the allocation to the individual utilities?

MS. AMOS:  So the 577 as a percentage of the 6,000 overall factor is approximately 10 percent.

MR. HARPER:  Is about 10 percent.  In contrast to that, you have used a value of 25 percent in terms of taking your target, your share of the 6,000, if I can put it that way, and ascribing a part of it to 2011.  You have taken -- I think that is 25 percent of 668 -- I am going by memory.  I think it was something in the order of 68 gigawatt-hours is your assigned target.

You assigned 25 percent or 17 gigawatt-hours of that to 2011, if I am not mistaken?

MS. AMOS:  That's correct.

MR. HARPER:  Okay.  Actually, in looking at this further and looking at the material that we provided to you from Ottawa, there seems to be a fundamental difference in terms of interpretation, in terms of how these targets are to be interpreted, if I can put it that way.  Would you agree with that?

MR. HARPER:  Well, maybe to be simple about it, you have that that 68 gigawatt-hours is the amount of gigawatt-hours that you have to be able to demonstrate are saved in 2014 through programs that have been implemented in 2011, 2112, 2013 and 2014?

MS. AMOS:  For the purpose of the CDM targets.

MR. HARPER:  Right.  That's correct.  That is basically your working assumption in terms of how that target is to be interpreted?

MS. AMOS:  The 68,000 megawatt-hours, I will acknowledge, is how -- is what the CDM target is and subject to the CDM target rules and assumptions.

MR. HARPER:  Right.  And I guess what I am wanting to clarify is how you have interpreted that number 68, and my understanding in terms of -- I have briefly looked at the Navigant CDM strategy that was developed for yourself and the other two utilities in the area, and my understanding of your interpretation is that if you implement programs in 2011 and some of that will persist through to 2014 and some in 2012 that would persist through 2014 -- 2013 will persist through 2014 -- when I add those up, the results of the persistence of programs in previous years plus the whatever is implemented in 2014, that all has to sum to 68 in order for you to meet your target?

MRS. AMOS:  Correct.

MR. HARPER:  Okay.  Whereas -- and which actually, if you look at the material that is provided in the appendix we gave to our technical conference questions, and which is basically where the 577 came from, you really -- the way this material portrays the target is it is the total of all savings in 2011, plus the total of all savings in 2012, plus the total of all savings in 2013, plus the total of all savings in 2014.

In each year, those savings would be what is actually persisted from previous years as well, which is a slightly different -- would you agree is a different interpretation of the target?

MRS. AMOS:  Sorry.

[Mrs. Amos consults with Mr. Bacon.]

MRS. AMOS:  Let me see if I...

For the purpose of calculating the CDM targets, a savings that occurs in one year may -- if it persists, counts in future years.

We would distinguish that between how the CDM targets are calculated and how it affects your load forecast.

MR. HARPER:  But you would agree that the amount of CDM savings that you are targeting to achieve in 2011 through programs that are going to contribute to you meeting your overall target will impact your 2011 load forecast?

MRS. AMOS:  Yes.

MR. HARPER:  And depending upon how you interpret what target you have to achieve, that would impact on how much program savings you have to actually get every single year in order to meet that target.  If you have a different interpretation of how the target is calculated and what the overall target is, you are going to have to have different program savings every year in order to meet that target?

MRS. AMOS:  One of the things that we have looked at is -- when Navigant prepared our report for the CDM strategy is what activity savings were actually going to occur in 2011.

Therefore, I would say the whole -- the persistence issue would not impact 2011.

MR. HARPER:  No, I understand that.

But in -- maybe the easiest way to explain this is to say that -- maybe is to give an example.  I'm sorry to take so long on this, but to give an example and say, maybe from simple terms, if your target was 100 gigawatt-hours -- this just makes the numbers easier -- your assumption would be that if I have 100 percent persistence in all my programs, I would have to achieve 25 gigawatt-hours in each year, because by 2014 when I add that all up, I would be getting 100 gigawatt-hours of savings I could show in 2014.

Do you want --


MR. BACON:  Okay.  I am going to take a little stab at this and see if I can help.

Can we go to the table Energy Probe 19(b), where it shows, in the IRs -- response to Interrogatory Energy Probe 19(a), sorry.

MR. HARPER:  Right.

MR. BACON:  Where it shows the milestones?

MR. HARPER:  Correct, yes.

MR. BACON:  Okay?  Don't get me wrong.  I know where you are coming from, and I have thought about this a lot, so this is where I am at, or we are at, is that if you look at the end of 2014, the 68,000 gigawatt-hours is what we're talking about, right?

The challenge that we are having is -- is that we also -- we have to take 16 megawatts off the system.  Do we agree that in 2014 we have to have 16 megawatts off the system?

MR. HARPER:  Yes.  I haven't checked, but if that is your assigned target, that would be how many megawatts you have to take off the system, yes.

MR. BACON:  Yes.  Now, the challenge –- now, the interesting thing about you asked us to look for the load factor for the system, the system loads factor is 71.3 percent.

If we were to -- the 68,000 as a percent -- a load factor -- the 68,000 as a load factor calculation of the 16 megawatts is 49 percent, which is lower than the system, but it is a reasonable load factor.

The interesting thing is, if you use the 10, 20, 30, 40 mechanism, in 2014 you are only taking 27.2 off the system, which is like a 19 percent load factor.

Our view is that is not reasonable.  So if we are actually taking 16 megawatts off the system in 2014, we have to take 68,000 megawatt-hours off the system as well.

MR. HARPER:  Well, I guess, you know -- I guess there is a couple of issues there, and that is that I don't know whether -- I assume Waterloo North -- is Waterloo North participating in the OPA's Peaksaver program?

MR. GATIEN:  Yes.

MR. HARPER:  And effectively, the load factor for the Peaksaver program is extremely low.

MR. BACON:  Well, I suspect they are also participating in any fridge round-up as well, and that is very high.

MR. HARPER:  No, I agree, but you know, I have -- I will be honest with you.  Just yesterday at another utility, I went through this similar calculation and calculated what was on their OPA 2009 reported results, what was the overall load factor for all of their OPA programs, and the load factor was considerably less than what is their average load factor for the utility.

In fact, it was less than the 40, 45 percent you are reporting there.  So I am not too sure if using system load factors -- I admit there may have to be a blend, and actually to achieve your megawatt savings, you may have to achieve more megawatt-hour savings than what are in the target, depending upon the mix of programs that you are designed to getting.

But I think and I put the proposition to you that the mix of the CDM programs available to save peak include –- could include programs such as load-shifting, which, you know -- which does interesting things to load factor, or things like the Peaksaver program, which has virtually zero load factor to some extent.

So I am not too sure if you can use utility load factors and in a simplistic way translate those into megawatt-hours that need to be saved until you have actually gone through a detailed analysis of what your -- of what your program mix is going to be and what is the best program mix.

And I will just leave that as a comment.

MR. BACON:  Okay.  That is sort of where we came from.

MR. HARPER:  No, and I think we understand where you are coming from.

So basically, the bottom line -- so the bottom line is, you know, interesting enough, the 68 is the target.  You could actually have had -- you know, you might have had 50 in there, and view that could be enough to meet the megawatts, you know, to meet your megawatt target, depending upon the mix of programs that you would have.

MR. BACON:  Possibly, I guess, but the thing is is that the system targets are 1,330 megawatts off the whole system for 6,000 gigawatt-hours, and that is a load factor of 49 percent -- or 51 percent, actually.

So I guess it is a real dilemma from -- and I guess we have to learn through it and understand it, but it is a dilemma that the whole purpose of -- my understanding of CDM is to get the peak off, get the peak load off.

So if we have to take, in the case of Waterloo, 16 megawatts off, what is a reasonable amount of energy that is going to be associated with that?  I think 19 percent load factor is pretty low, considering that the system, I know it's 71.3, but 49 seems to be more reasonable, considering -- I understand you have peak saving programs and, yes, they have very low load factors, but you also have fridge programs that are 100 percent load factor.  Once you take those fridges out of the system, they're gone.  They're gone for every hour of the day.

MR. HARPER:  Well, maybe as an interesting way to move this discussion along before we get to next week, did you have your OPA -- do you have the final report from the OPA for your 2009 program savings kilowatt-hours?  I think most utilities have received that -- in terms of what is the total kilowatts net that you can -- you know, cumulatively that you have saved up to 2009 kilowatts, kilowatt-hours, through the various programs.

Maybe just as an undertaking, you are willing to take all of those programs and sum up:  What is the net load factor for all of those programs that you have achieved for 2009?

MS. AMOS:  We have the numbers.

MR. HARPER:  Like I said, I went through and did this calculation for another utility, but if you do it, we won't have any argument over what the numbers are at the end.  Maybe that is the easiest way to leave this at this point in time.

MR. RITCHIE:  So that will be undertaking JT1.1, and that will to be basically calculate the load factor associated with Waterloo North Hydro's CDM targets?

MR. HARPER:  It would be CDM program savings.

MR. RITCHIE:  CDM program savings.

MR. BACON:  Can I be very clear on that?  Is it as simple as going to the OPA program and determining the load factor for 2009?

MR. HARPER:  It is as simple as going to the OPA report, if I understand it correctly, and summing up what is their reported kilowatt savings from each program for 2009, what is their reported kilowatt-hour savings, and dividing one by the other by 8,760.

MR. BACON:  Now you said adding up.  Are you adding up everything from beginning of the CDM programs up to 2009 or what they happened to show for 2009 savings?

MR. HARPER:  Well, I think the report you have is cumulative to the end of 2009.  Whatever you have from the OPA.

MR. BACON:  Okay.

MR. HARPER:  Like, I don't want you to do -- we can just take the OPA as the source number, because people don't seem to disagree with their reports.

I mean, if you've got the cumulative ones, that would probably be the better ones, because it would give you a broader scope of what are all of the programs.

MR. BACON:  We can do it.

MS. AMOS:  Is it just for 2009?

MR. HARPER:  Why don't you do it for both, just out of curiosity?  That would solve the problem.

MR. BACON:  I would agree with 2009.

MR. HARPER:  That will teach you to ask.

MR. SIDLOFSKY:  Sorry, Bill, what would you like?  There is a time factor here, as well.

MR. HARPER:  Okay.  Do 2009 programs.  Those are the most recent ones, the ones that are more likely to be replicated in the future.  Do the 2009 programs.

MR. SIDLOFSKY:  Thank you.

MR. GATIEN:  We can do the 2009 programs.

MR. RITCHIE:  So I will just -- I just want to confirm really how we are going to do it.  It is basically JT1.1 is going to be to calculate the load factor of OPA CDM programs, as documented in their report for the year 2009.

MR. HARPER:  Correct.
UNDERTAKING NO. JT1.1:  TO CALCULATE THE LOAD FACTOR OF OPA CDM PROGRAMS AS DOCUMENTED OPA REPORT FOR THE YEAR 2009.

MR. HARPER:  Can we move to your response to VECC Technical Conference Question No. 13?

Here we were asking you for some clarification on some of the assumptions you were using with respect to the residential geothermal energy project in terms of the savings.

I am looking at the responses to (a) and (b), and we asked you one in (a) about the source of the 1,011,318 kilowatt-hour value, which you say is the original assumption.

Then in (b) you state that that value is based on 35 units and a unit savings of 28,019.   My problem is, when I multiply 35 by 28,019, I don't get 1,011,318.

MS. AMOS:  I guess I am going to take another undertaking to go back to the consultants just to clarify the numbers.

MR. HARPER:  Because my understanding is it is the 11 -- it is the 1,011,318 is what you used in the calculation for the LRAM.  That is the value that you are currently continuing to use in the LRAM calculation, if I am not mistaken.

So, therefore, that is why I want to make sure that we understand the basis for that number.

And if we go on to --


MR. RITCHIE:  Sorry, if I can get that.  So that will be JT1.2, and that is basically going to basically reconcile the calculation in the response to VECC Technical Conference Question 13(b).
UNDERTAKING NO. JT1.2:  TO RECONCILE CALCULATION IN RESPONSE TO VECC TECHNICAL CONFERENCE QUESTION 13(B).

MR. GATIEN:  Are you looking for a response from us, or we are acknowledging that, yes, we will undertake that?

MR. RITCHIE:  Yes, and that that is a fair representation of the undertaking.  Thank you.

MR. HARPER:  I think actually I was then asking where the number came from.  But I think if you clarify that and reconcile what number you actually did use in the calculation, that would be useful.

Now, I just wanted to clarify.  If I look at your response at the very end.  Like, in response to VECC Technical Conference No. 14, you basically said you have updated your LRAM calculation.  Basically what you have advised is just the geothermal energy project savings.

Now, in the response to the previous question just above that, 13(c), you showed a slight adjustment to the LRAM calculation for the low-income consumer -- low-income program, as well.  I mean, it is very small, but I was wondering whether there was any particular reason why that wasn't rolled into the final proposed LRAM, as well.

MS. AMOS:  Can I clarify?  Are you meaning the $135.78?

MR. HARPER:  Yes.  I was just curious, yes.

MS. AMOS:  I guess at this point the variance, we will concede it is not in the answer to (a), but it is a very small amount.

MR. HARPER:  It was more just I was trying to understand what you put in and what you -- fine.  I think that is all of the questions I've got.  Thank you very much.

MR. RITCHIE:  Mr. Aiken.
Questions by Mr. Aiken:

MR. AIKEN:  I have a very few number of questions.

Energy Probe Technical Conference Question No. 2, I just want to verify that I understand some of these numbers.

In the table provided in the response to part (a) that has the 2010 preliminary data, it shows capital expenditures of $20,939,000.

Am I correct that that is the number that would replace your forecast, which was around $22.4 million for 2010?  That is from the original table 2-1.

MS. AMOS:  That is correct.

MR. AIKEN:  Okay.

MS. AMOS:  Please note that these are our preliminary data numbers.

MR. AIKEN:  That is the change to the rate base that takes the CWIP changes into account?

MS. AMOS:  Correct.

MR. AIKEN:  Okay.  Then in part (c) of that response, table 2-10 on page 6 of 32, the reduction here in the change to the rate base is to 41.6 million, and the original forecast was 43.7.

That is all driven by the change in the CWIP at the end of 2010; is that correct?  That appears to be a lower number?

MRS. AMOS:  I am just consulting the original table in 2-10.

That is correct.  The only change is the 2010 work-in-process.

MR. AIKEN:  Okay.  Then in Question No 3, I had asked for the reconciliation of the two numbers.  And the table you provided shows how you get to the 2,077,000 number, but it doesn't actually provide a reconciliation with the two million and 38.

MR. SINGH:  Two million 38 was just a forecast.  That was based on the original budget.

MR. AIKEN:  So that the numbers that now come to the two million 77, that reflects --


MR. SINGH:  That's the actuals.

MR. AIKEN:  -- 2010 actuals?

MR. SINGH:  Yes.  To date.

MR. AIKEN:  Okay.  Then if you flip back a page to the table we were just talking about before, I see that in account 1805, the change to rate base for land is now two million 167.

So that is even a more up-to-date update number than the 2,077,000.  The 2,077,000 only includes 2009, 2010.  There is another 90,000 added in 2011; is that correct?

[Witness panel confers.]

MR. SINGH:  We will have to get back to you on that 90,000.  We will have to research it.

MR. AIKEN:  Okay.

MR. SINGH:  Maybe after the break.

MR. AIKEN:  Okay.  My next question is on Energy Probe No. 12, part (b).  This is the preliminary numbers for revenues for 2010.

And in accounts 4375 and 4380, there are revenues associated with the CDM programs.  Would it be possible to provide the breakout of those revenues and costs for the January to December 2010 numbers, as well as a breakout of those costs in the original table 3-26 for 2010?

MRS. AMOS:  I apologize.  Can you clarify which technical question you are on?

MR. AIKEN:  Sorry, number 12, part (b).

MRS. AMOS:  Part (b)?

MR. AIKEN:  Yeah.

MRS. AMOS:  Okay.  Excellent.

So would you mind repeating the question, please?

MR. AIKEN:  Sure.  It is accounts 4375 and 4380, which I understand includes OPA CDM revenues and costs.

Can you break out from those numbers provided in the "2010" column the revenues and costs that are OPA CDM-related on an actual basis and also on the forecast basis, based on the original table 3-26 for 2010?

I just want to make sure I am comparing apples with apples and not making fruit salad.

MRS. AMOS:  Can I clarify?

MR. AIKEN:  Sure.

MRS. AMOS:  The information you would like for 2010 is the revenue and costs that are in account 4375 and 4380 related to the OPA CDM programs?

MR. AIKEN:  That's right.

MRS. AMOS:  And that is the programs plus the incentive; is that correct?

MR. AIKEN:  Break them out separately, if you could.

MRS. AMOS:  Okay.

MR. AIKEN:  And that is both on an actual basis and on the forecast basis from the original forecast for 2010.

MR. RITCHIE:  That will be Undertaking JT1.3.
UNDERTAKING NO. JT1.3:  to PROVIDE REVENUE AND COSTS FOR ACCOUNTS 4375 AND 4380 RELATED TO THE OPA CDM PROGRAMS FOR 2010, ON AN ACTUAL AND FORECAST BASIS.

MR. GATIEN:  Yes, we understand.  We can undertake that.  We think we have got the words captured correctly.

MR. AIKEN:  Okay.  My next question is Energy Probe No. 17.  In the second paragraph of the response, it says:

“Two of the linesperson apprentices hired in 2009 are not eligible for tax credits in 2011, as each has reached the maximum time limit."

Now, is this talking about the time limit for the Ontario Apprenticeship Tax Credit?

MRS. AMOS:  That's correct.  My understanding is it is 48 months.

MR. AIKEN:  That is where I am confused, because if they were hired in 2009, 48 months wouldn't have expired yet.

MRS. AMOS:  They had experience prior to being hired.

MR. AIKEN:  Oh, okay.

MRS. AMOS:  So therefore the -- their timeframe had already started.

MR. AIKEN:  So their timeframe started before 2009?

MRS. AMOS:  That's correct.

MR. AIKEN:  Okay.  Questions 19 and 27, and maybe some other ones, the response is that you are not able to provide this information prior to the beginning of the technical conference and it will be filed prior to the settlement conference.

How much prior to the settlement conference do you expect?

[Laughter]

MR. GATIEN:  I am understanding there is a fair amount of work, so Tuesday lunchtime -- noon, we will say –- is, it looks like, when we can commit to having that ready.

MR. RITCHIE:  Okay, yeah.  What I will just say, I guess, you know, again, everyone, best efforts in that.  And I guess also what this may just necessitate at the start of the settlement conference is a bit of a -- just a discussion to make sure that everyone is on the same page as the starting point, so...

MR. GATIEN:  Certainly if we have it ready earlier, we will deliver it earlier.  When I said Monday, there was some hesitation because it appears to be a fair amount of work to get it done.

MR. AIKEN:  My last question is on Energy Probe No. 25, part (b).  And this is really a question about my question.

I assumed you knew the 104,000 was referring to 2013, not to 2012, again?

MRS. AMOS:  That's correct.

MR. AIKEN:  Okay.  Now, I have to make one further comment about your evidence in general, a big disappointment about your evidence.

And that is I got two big binders of single-side printed paper.  Next time, please try and print on both sides.

MRS. AMOS:  Noted.

MR. AIKEN:  Those are my questions.

MR. GATIEN:  I can explain, because I am much the same way.  However, in trying to make sure we had enough copies for everybody, our double-siding on several of the printers started to give out last night with the volume of materials.

MR. HARPER:  Randy, I left because I assume -- I assumed there were a couple of responses to our -- there were a couple of questions VECC had asked in the technical conference that the response had been indicated that the responses would not be forthcoming prior to the technical conference.

He didn't say so, but I assumed that they would be forthcoming prior to the settlement conference next week, as well?

MRS. AMOS:  That's correct.

MR. HARPER:  Thank you.

MR. RITCHIE:  Okay.  Mark.
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  I have two short questions.  One was to what you had said when you started, about the late-payment penalties.  Just to confirm -- maybe you are aware or not aware -- some utilities in the last few days have decided they will not seek recovery.  So just to confirm, you will seek recovery?

MR. GATIEN:  Yes, we will.  Yes, we will seek recovery.

MR. RUBENSTEIN:  If I could take you –- my, really, only question, if I can take you to Board Staff Technical Conference Question No. 3, really on page 8.

Can you just take a minute to discuss, in greater detail, the 2010 over 2009 differences for the maintenance section?

[Witness panel confers]

MR. GATIEN:  So when you are asking us to discuss it, what, in particular, are you looking for?  I am not sure.  We have provided some information.  What further are you looking for so we know we are on the same track?

MR. RUBENSTEIN:  You talk about increased overhead distribution system inspections and maintenance repairs, so you were doing more than the previous year.  Can you discuss in greater detail what was doing more, those sort of things?  Obviously you were doing some of this in both of those years.

MR. WILKINSON:  A combination of factors there.  In all of 2010, we had a larger staffed forestry work group that was doing increased in-house tree trimming.

And we also had taken advantage of a GIS inspection database tool, which allowed us to use our own staff for a greater number of pole line and field patrol inspections and documenting that.

MR. RUBENSTEIN:  So that is what would make up the increased overhead distribution system inspections and maintenance was the GIS?

MR. WILKINSON:  Was completing that field inspection work, and then following up on the small spot repairs that were identified out of that increased inspection.

MR. RUBENSTEIN:  Okay, thank you.
Further Questions by Mr. Ritchie:

MR. RITCHIE:  I guess maybe I will follow up on that one.  And, again, it is in terms of -- okay, so in this increase in 2010, is this -- again, is this sort of an ongoing thing or is it basically this, you know, like -- because I don't think that you have shown, in terms of the service quality and reliability statistics, any real issues, I guess, on this.

Like if you are taking this enhanced work, you are taking advantage of technology improvements, labour productivity improvements.

You know, again, are there maybe sort of cost savings in the future years, or is this really going to be sort of an ongoing thing?

In other words, is 2010 maybe your new base line, or is it really a one-time type of occurrence?

MR. WILKINSON:  We believe it will be ongoing in order to meet our commitments to the Distribution System Code.

MR. RITCHIE:  Okay.  Does anyone have any further questions at this time?  Bill?
Further Questions by Mr. Harper:

MR. HARPER:  Actually, I am just going through it.  I noted there was one small, very small, point, but I just wanted to clarify it, I'm sorry, if I can find it.  It had to do with our technical conference question number 13(a).

It is just a very small point.  You provided a table there which basically listed the references for various CDM measures from the OPA's M&A list.  I just noticed the last row was blank, and I was just curious whether there was an oversight or whether there was a number missed there.

I was more curious if that number did not come from the OPA measure list.  That would be a concern to us.

MS. AMOS:  Let me just clarify.  The table in 13(a)?

MR. HARPER:  Right.  The response to Technical Conference 13(a) under the 100-watt metal halide.

MS. AMOS:  It appears the page number is missing.

MR. HARPER:  Yes, just on the last column.  You have given page references.

MS. AMOS:  Yes.

MR. HARPER:  We asked for page references.  Like, where from the OPA list did you get these, just to ensure they were drawn from the OPA's list?  And for the very last measure there, there was no reference.  I was just wondering whether that was an oversight or whether there was no -- the source was something other than the OPA, and, if so, what was it?

MS. AMOS:  We will -- we will get back to you.

MR. HARPER:  I imagine it is just maybe you forgot to fill in the box, but just for clarification, that would be useful.  Thanks.

MR. RITCHIE:  Okay.  Is that going to be an undertaking, or are you going to do that just, say, if we take our morning break, you can...

MR. GATIEN:  Unfortunately, we have to get to our consultant that is not with us today.  

So we will undertake to get that number for you and get that filled in correctly.

MR. RITCHIE:  That will be undertaking JT1.4.
UNDERTAKING NO. JT1.4: TO PROVIDE PAGE NUMBER REFERENCES FOR ENERGY PROBE TECHNICAL CONFERENCE 13(A).

MR. RITCHIE:  I think probably at this point, like, we were I guess maybe scheduling for a break about 10:45.

I think that there were a few things that you were going to just check over during the break, and, you know, I guess get back, and this will also give maybe the intervenors and Staff just an opportunity to go over some of the material.

But, yes, I think we have made good progress this morning, and probably coming back, resolving some of these matters, we can probably conclude this and everyone I guess can get -- start to get ready for the settlement conference next week, as well as for another technical conference tomorrow for some of us.

So I think probably maybe just to give everyone a bit more time, maybe we will -- we will break until 11 o'clock, if that is fine with everyone.  Thank you.

--- Recess taken at 10:37 a.m.


--- On resuming at 11:00 a.m.

MR. RITCHIE:  We are back now.

I think there are a few items that Waterloo North was just going to check over the break and see if they can sort of just provide further responses.  So I guess I will turn it over to Rene.

MR. GATIEN:  I will pass the first one over to Mr. Haller.  He, I believe, has a better explanation for the question that was asked earlier.

MR. HALLER:  This deals with Board Staff Technical Question No. 6, meter expenses.  The $169,165 is not a one-time cost.  It is an increase that we have provided that deals with the meters over 50 kilowatts and the aging assets that are in that asset group.

We expect that expense to be incurred in subsequent years to accommodate the level of inspection and maintenance that is needed for that asset group.

MR. GATIEN:  Go on and explain why, what it is that is needed to do.

MR. RITCHIE:  And I guess -- yeah.  Can you just sort of elaborate on, like, as opposed to, like, some of the, like, the alternatives.  Like, if it is an aging asset base, at some point in time you will have -- you will really be having to look at the idea of like, replace versus...

MR. HALLER:  Yes.  This is work that -- this is basically maintenance work that will come up as a result of the inspections that we do.

And at some point, if the asset, if there is a major deterioration of the asset and it has to be replaced in its entirety, it would be capitalized.  But this is work that we would find as part of our routine inspection program that we would do that is more in a maintenance classification.

MR. GATIEN:  So for further clarification, to help you, as this population of meters are getting older, each year the meters that we will start to go through require more maintenance and more repairs.

It is a large population.  It will not be the same meters each year that will require the maintenance.  Each year as you go along, you are getting into a different group.  But they are a much larger, much different meter than, say, a residential meter.

So we will, as we go along, repair and maintain them, and then you are quite correct that at a certain point in time, you look at it and say:  This one is taking too much cost to repair, and we will turn that particular meter into a replacement, and it becomes capitalized.

But it is a large population that is getting older and requires more labour and parts to repair them and maintain them as we go along.  Does that help you with the answer?

MR. RITCHIE:  Okay.  And if I can maybe just ask a bit of a follow-up, and this might be in terms of this sort of maintain versus replace.

Again, a lot of these GS-greater-than-50 meters, these would already be, I guess, interval or demand meters?

MR. HALLER:  That is correct.

MR. RITCHIE:  And I guess –- now, right now the -- I guess the meter reading of those, that is how -- can you just explain how that is done?

MR. HALLER:  At the current time, some of the meters are read through an interval data collection system and others are read manually.

MR. RITCHIE:  Okay.  I guess in terms of, of course, the smart meter deployment -- and again, you deployed, I guess, substantially your smart meters to the residential and the small GS, and also sort of the associated AMI infrastructure for collecting the data from those meters?

MR. HALLER:  That's correct.

MR. RITCHIE:  And I guess has there been any sort of, like, look, in terms of this idea of, like, would the AMI infrastructure for data collection also be, say -- could it be used for some of these GS-greater-than customers?

In other words, is there an opportunity for some sort of a -- you know, if you need to replace, or this idea of sort of advancing, or again, affecting overall savings, you know, rather than sort of trying to maintain an older meter with, say, a different meter collection, if they sort of were replaced by something that actually was also integrated, say, with the AMI infrastructure that you were using with your residential and small GS, because I imagine that locational problems would not be an issue, just because of the sort of, I guess, the coverage of your AMI infrastructure?

MR. HALLER:  I guess there are two aspects to the -- to the metering assets of over 50 kilowatts.

In terms of the meter reading of those meters, we have looked at the future reading of those meters through our smart metering infrastructure.  There are -- there are some issues with that in terms of the larger meters tend to bring back more data, and all of that; there are some technical issues that need to be worked out.

But what we're talking about here with the maintenance is a separate issue.  These larger installations, there is more to the installations than just the meter per se.

There are cabinets.  There is wiring.  There are instrument transformers.  There is a lot of ancillary equipment around that that requires maintenance work.

And as that equipment, along with -- not so much the meter per se, but as all of that equipment in terms of a meter installation ages, it requires -- it requires more maintenance.

So even if all of these meters were to be read through the smart meter infrastructure, the maintenance of the installations, in terms of all of this other ancillary equipment, would still be an ongoing requirement.

MR. RITCHIE:  Okay.  Yes.  And again, like, where I brought up, really, about the reading through the AMI, I am aware of certain utilities that have, again, included actually replacement of like some GS-greater-than-50 meters and others beyond minimum functionality, because of this idea of actually integrating the meter reading through -- as part of their smart meter programs.  So... okay.

I guess next item?

MRS. AMOS:  The question regarding the land, we are going to take an undertaking to provide information regarding the land that is in Energy Probe Technical Question No. 2(c), table 2-10.

MR. RITCHIE:  Okay.  So that will be, I guess, JT1.5.

UNDERTAKING NO. JT1.5:  to PROVIDE INFORMATION REGARDING LAND AS REFERENCED IN ENERGY PROBE TECHNICAL QUESTION NO. 2(C), TABLE 2-10.

MR. GATIEN:  No, I have nothing else further.

MR. RITCHIE:  Okay.  Does anyone have any further questions, or...

Okay.  One matter that I might just bring up, and it is really just, I guess, to help ensure the completion of the record.

There was a letter of comment that was sent, and this is by a commenter.  This is almost a follow-up letter of comment.

I guess they have filed this letter.  It is on the record, basically the redacted version - basically, I guess, hiding the customer's name and contact information - is on the public record.

I think that there are a number of questions that the commenter has raised, and I think sort of following sort of the Board Staff IR No. 1, which actually asked about any responses from Waterloo North to any comments to be placed on the public record.  I think the expectation is that any response that Waterloo would provide to this should be also -- will be placed on the public record.

I think there are some, you know, interesting points.  The commenter, I would have to say, has done a fair bit of background work on some of this.

So, again, the Board will give, I guess, due consideration to the letter of comment and to Waterloo's response, but that -- we expect that to be on the record.

I guess in the absence of that, there are the five undertakings, and I know that Waterloo has basically committed to sort of make best efforts and hopefully I guess try and provide the material by next Tuesday, hopefully around the noon time.

We in fact are next scheduled, per PO No. 2, to start the settlement conference at 9:30 on Wednesday, March the 2nd, with the Thursday, March the 3rd as sort of a second day if needed.  In fact, it will be in this same room, I believe, and we will start at 9:30 on the Wednesday.

So if there are no other items, I would like to thank everyone for their participation and cooperation in this matter, and I guess we will see all of you by at least next Wednesday.  Thank you.

--- Whereupon the conference adjourned at 11:19 a.m.
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