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

MS. HELT:  Good morning, everyone.  My name is Maureen Helt.  I am counsel with the Board.  And with me I have Neil Mather, who is the case manager and Board Staff with respect to Woodstock Hydro Services' EB-2010-0145 cost of service application.

Today we are here for the purpose of a technical conference with respect to Woodstock's application.  Technical conference questions have been provided by Board Staff, by the Vulnerable Energy Consumers Coalition and by Energy Probe, and it is my understanding that written responses have also been provided by Woodstock with respect to those questions.

I understand, as well, that Mr. Shepherd for the School Energy Coalition will have some questions for Woodstock today, as well.

How I would propose we proceed is as follows:  First, I will just deal with some preliminary administrative matters.  Then we will go and have appearances for the record.  Then unless Woodstock has some introductory remarks to make, we would proceed right away with the questions, the follow-up questions from those that have provided questions already, and then Mr. Shepherd would go last with his questions.

So by way of just procedural matters, you will note there is a green button in front of you.  This is for the benefit of the witness panel, who may not have experience with our proceedings.  When you push that button, a green light will come on, and that light will indicate that you are actually -- your microphone is on.  And that is very helpful for the court reporter, who I can introduce as Teresa Forbes today.  And if your microphone is not on, she will be sure to let you know.  So that is the first thing.

The second thing I would like to do is just mark the responses to the technical conference questions as exhibits in this proceeding.

So the first exhibit, which will be marked as KT1.1 will be the responses to technical conference questions of Energy Probe Research Foundation.  KT1.2 will be the responses to technical conference questions filed by the Vulnerable Energy Consumers Coalition, and KT1.3 will be responses to technical conference questions filed by Board Staff.
EXHIBIT NO. KT1.1: RESPONSES TO ENERGY PROBE TECHNICAL CONFERENCE QUESTIONS
EXHIBIT NO. KT1.2: RESPONSES TO VECC TECHNICAL CONFERENCE Questions
EXHIBIT NO. KT1.3: RESPONSES TO BOARD STAFF TECHNICAL CONFERENCE QUESTIONS

MS. HELT:  Are there any other preliminary matters that any of the parties would like to raise?

No?  All right.  Then if we could start with appearances, then?
Appearances:


MR. BUONAGURO:  Good morning.  Michael Buonaguro, counsel for VECC.

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

MR. SHEPHERD:  Jay Shepherd, counsel for School Energy Coalition.

MR. MACINTOSH:  David MacIntosh for Energy Probe.

MS. ZADEH:  Saba Zadeh, counsel for Woodstock.  I am filling in for James Sidlofsky today.  I am also here with Mr. Ross McMillan, who is president and CEO of Woodstock Hydro.  Mr. McMillan has some introductory remarks, and he will be introducing his panel, as well.

MR. McMILLAN:  Good morning.  I am Ross McMillan, and I am the president and CEO of Woodstock Hydro.  I have with me two members of our management team and our regulatory consultant, and I will introduce them.

On my right is Patty Eitel, our manager of accounting and regulatory affairs.  Patty looks after accounting, finance, regulatory, billing and customer service.

On my left is Jay Heaman, our manager of operations.  Jay is responsible for all operational activities, including lines, metering, substations, engineering, stores, fleet, and conservation.

Also with us is Bruce Bacon.  Bruce is the consultant that has helped us in the preparation of our rate application.
WOODSTOCK HYDRO SERVICES INC. - PANEL 1


Patricia Eitel


Jay Heaman


Bruce Bacon

Opening Remarks by Mr. McMillan:

MR. McMILLAN:  I do have some brief opening remarks.  First, I would like to highlight changes to our application since it was first filed.

Due to circumstances beyond the control of Woodstock Hydro, the Hydro One Commerce Way transmission station will not be in service in 2011.  This was communicated by responses to first round Energy Probe Interrogatory No. 3 and first round Board staff Interrogatory No. 5.  In those responses, we had indicated that we planned to come forward with an ICM application as part of our 2012 IRM application to address this matter.

We, in fact, communicated this new development to the Board by letter dated January 31st, 2011.

Woodstock Hydro's total capital contribution of $4.1 million towards the TS will happen.  This is a very significant amount for us.  This contribution represents approximately two years of our typical investment and distribution infrastructure.  While we have removed the cost associated with the TS capital contribution in the 2011 test year, we've reconsidered whether an ICM approach would be the appropriate alternative as we had originally thought.

As we noted in our response to Energy Probe's Technical Conference Question No. 10, we understand that the ICM model has been recently approved by the Board for a new TS owned by Oakville and Guelph.  We are not sure whether the IC module is intended to capture capital contributions associated with a new TS.

Therefore, we are considering two options which we are asking the Board and the intervenors to consider.  The first option is to seek Board approval as part of this proceeding for a funding adder, along with a variance account.

The funding adder would be determined on the revenue requirement associated with the $4.1 million capital contribution to apply until next rebasing.

The variance account will record the moneys generated from the funding adder and the revenue requirement that would have been appropriate, given recognition to the timing of the capital contribution payments.

The second option is for the Board to authorize a deferral account to record the capital contributions made, and for the Board to also direct that the balances in this deferral account be brought for review and disposition as part of Woodstock Hydro's 2012 IRM application.

In light of the uncertainty of whether the IC module would be applicable in our circumstances, we believe that either of the options would be a practical and cost-effective way to deal with this important matter within the Board's regulatory construct.

The size of the capital contribution is of critical importance to Woodstock Hydro's financial and operational integrity.  The two options we are proposing do address the financial and operational integrity considerations issue with no risk to the ratepayers.

These comments I have just made are consistent with the covering letter for our responses filed to Energy Probe technical conference questions.

A couple of other changes from our original filing.  We have also removed the Commerce Way TS wholesale metering project totalling $325,426 from this application due to the delay in the in-service date.

We have also made adjustments to the return on equity from 9.85 percent to 9.66, the deemed short-term debt rate from 2.07 percent to 2.43 percent, and the weighted debt, long-term debt rate, from 5.13 percent to 5.02 percent.  Depreciation expense for 2010 capital additions has also been recalculated on a full-year basis.

As a result of these updates, our amended revenue requirement is $8,349,290, rather than the $8,715,753 as originally proposed.  And our revenue deficiency is $1,390,154, rather than $1,756,617 as originally proposed.

Additionally, we have recalculated the LRAM rate riders to reflect the OPA 2006-2009 audited financial results -- our final audited results.

We are withdrawing our request for a deferral account to record the payment and recovery of late payment litigation cost pertaining to the municipal electrical utilities' late payment class action proceeding.  As part of the Board's decision and order of February 22nd, 2011, we have applied to the Board on February 28th, 2011 for a rate rider for recovery of these costs.

I would like to close by talking about Woodstock Hydro in general.  High reliability of electricity supply is important to our customers, although the reasons are different for each customer group.  Several of our industrial customers supply the Toyota facility, and they operate on a just-in-time system.  Both the frequency and the duration of outages have an impact on them.  Therefore to maintain and improve our reliability, Woodstock Hydro's capital expenditures have been both consistent and stable over the last several years.

Woodstock Hydro has consistently exceeded the Board's service indicators, and has targeted to perform its performance at levels equal to or above the standards in 2011.

Our customers expect us to do not only what we say we will do, but also when we say we will do it. 

You will notice that there are no increases in the FTEs in this application.  Woodstock Hydro hires the needed and required staff as the situation arises, even though they may not be covered by existing rates.  In fact, several years ago, we implemented a succession plan strategy to replace many of our valued and knowledge-skilled tradespeople who will be retiring in the upcoming future.  We have done this because it is the right thing to do to maintain the customer service that our customers deserve. 

We believe that we have presented a prudent and fair rate application, and we also believe our requests are reasonable and should be allowed.

That concludes my opening remarks.  As we understand the process -- and we are all new at this -- we are here to respond to any questions you may have arising from our responses to the second round of interrogatories. 

We will be happy to do that.  We are, of course, open to respond to any other questions you may have, and hopefully these will be of a general nature. 

Thank you. 

MS. HELT:  Thank you, Mr. McMillan.

Unless there are any other preliminary matters, we can proceed with questions. 

Mr. Buonaguro?
Questions by Mr. Buonaguro:


MR. BUONAGURO:  Thank you.  Good morning, panel. 

Just to follow up first on the alternative relief that you mentioned with respect to the Hydro One Networks Commerce Way project, my understanding is that it is because you are not sure that an ICM application in next year's case would be accepted by the Board as appropriate for that type of expenditure that you are seeking in these other two alternative mechanisms; is that right? 

MR. McMILLAN:  That is correct.

MR. BUONAGURO:  Can I ask if the Board were to, in some form or another, assure you that that type of expenditure were covered by the ICM -- I think the critical point here is that it is not a project you are doing yourself.  It is rather the capital contributions to Hydro One that you want covered?

MR. McMILLAN: That is correct.  We do not own the station.

MR. BUONAGURO:  Right.  You are concerned that that is not covered by an ICM application, if the Board were to say:  No, it is a legitimate mechanism for recovering those costs in the midst of an IRM, would you then agree that you would need either of those other two mechanisms?  Or are you actually seeking those two mechanisms regardless of whether or not you can apply for an ICM for those costs?

MR. McMILLAN: At this point in time, we are proposing them as suggested alternatives, because there has been no decision made on a capital contribution made under an ICM module.

MR. BUONAGURO:  Okay.  It sounds like if the Board were to say:  No, no, that is at least open game, they don't treat capital contributions differently than projects you are doing specifically yourself, then it would be redundant to ask for the two mechanisms, I think.

MR. McMILLAN:  Agreed.

MR. BUONAGURO:  Okay. Thank you.  I just wanted to clear that up. 

In terms of actual follow-up on our technical conference questions, I am only going to be -- we only really have follow-up on one area, and that is VECC Technical Conference Question No. 4. 

So you can pull that up. 

At least specifically, that is what we are looking at.  I am going to look quickly at Technical Conference No. 4(b) to start. 

In reading this response, at part (b) you were asked about the kilowatt-hours savings reported by the OPA for the first year of the program.

And the answer back was the results reported by the OPA -- I am inserting in the first year of a program -- are based on the actual savings by program. 

But when we look at the response to part (a) of the same technical conference question -- and as an example we are looking at the 2006 results from the OPA -- you can see the results for net annual energy savings are consistent from 2006, 2007 and 2008; do you see that? 

MR. HEAMAN:  Yes, we do.

MR. BUONAGURO:  I am not sure if your mic is on. 

MR. McMILLAN: Yes, we do see that. 

MR. BUONAGURO:  Thank you.  So when we look at this, it seems to suggest that the reported savings in the first year of the programs, which would have been 2006, because they're replicated in 2007 and 2008, it suggests that it is the actual -- the annual savings that is carried forward each year, and that the reported savings in the first year aren't the actual savings, on the assumption that within the first year of the programs, you wouldn't have full-year impacts for all of the programs, even though they seemed to be giving full-year impacts for the next couple of years.

So I just wanted to see if you could reconcile what appears to be an inconsistency in the statement in (b), which is that the first year results are actual, with the representation in (a), which seems to us to suggest that the first year results are the annual savings, assuming that a full year affected the programs. 

[Witness panel confers] 

MR. McMILLAN:  The consultant who had assisted us with our LRAM application is not in attendance.  Can I verify that? 

MR. BUONAGURO:  Sure.  We can do it by way of undertaking. 

MS. HELT:  So that will be Undertaking JT1.1.

UNDERTAKING NO. JT1.1:  TO RECONCILE STATEMENTS FROM RESPONSES TO VECC TECHNICAL CONFERENCE QUESTIONS 4(A) AND 4(B).

MS. HELT:  Mr. Buonaguro, if you can just enunciate exactly what it is you are looking for?

MR. BUONAGURO:  Sure.  With reference to VECC Technical Conference Questions No. 4(a) and 4(b), at 4(b) there is an assertion that the OPA results for the first year of a program are based on actual savings by program, but in part 4(a) it appears -- certainly for 2006 -- that the results for the first year of the program are annualized savings as opposed to the actual savings in the year.

We just wanted to have someone look at that and reconcile the two statements to see what we are missing here, because they appear to be inconsistent to us.

MR. McMILLAN:  Fair enough. 

MR. BUONAGURO:  Thank you.  Then moving on to VECC Technical Conference No. 4(c), can you confirm whether the results issued by the OPA in January 2011 were just updated 2009 results, or whether or not there were also changes to the results for 2006 to 2008?

MR. HEAMAN:  Again, we would have to confirm after with Burman Energy, but I know at one point there was a final for those three years. I think in this case, though, the finals were in place for '06, '07 and '08, and then we just received the finals for 2009, so I believe that was the only year, but we will confirm.

MR. BUONAGURO:  So it seems like subject to check, there were no changes in the previous years, because you think you already had those updated?

MR. HEAMAN:  Yes.

MR. BUONAGURO:  But the consultant is the one that has to confirm that, I think, for you?  Is that --


MR. HEAMAN:  We will verify alongside the other question.

MR. BUONAGURO:  Okay.  So what I will ask by way of undertaking, then, is that if it is the case that that update also updated those previous three years -- I understand you're saying you don't think that is the case, but if they did and that is what the consultant confirms for you -- we would ask that those updates be provided as well, and that the regression equation be redone based on the new data for those three years. 

Again, I think we are proceeding on the assumption that is not the case, and it may be a moot undertaking, but --


MR. HEAMAN:  I am quite certain that 2009 was the only adjustment, but we will confirm. 

MR. BUONAGURO:  Okay. 

MR. BACON:  It might be helpful to suggest when the regression analysis was done to complete part (g), it included the full update of all of the numbers. 

MR. BUONAGURO:  Sorry, it included the full update from the January 2011?

MR. BACON:  Right.

MR. BUONAGURO:  Okay.  And that is -- when you say that, do you mean -- so if there were updates to the pre-2009 numbers, they would have been captured in that update?

MR. BACON:  That's right.

MR. BUONAGURO:  Even if they weren't specifically identified as having been updated?

MR. BACON:  That's right.  What we did we used the January 2011 values to run the regression --


MR. BUONAGURO:  Right.

MR. BACON:  -- under part -- what is it, part (g)?  Under part (h).  So I don't know if that -- all I'm saying, if that gives you what you need -- we can give you something else, if you need something else.

MR. BUONAGURO:  I think what you are telling me is it seems is what you anticipate the answer to be from the consultant who did the report is that if there was any updating to 2006 and 2008, it will be -- it's already been captured in the regression analysis that was done at part (g)?

MR. BACON:  That's right.

MR. BUONAGURO:  But that is subject to confirmation, I guess.  We'll leave it at that.  Thank you for that.

MR. McMILLAN:  That is our understanding.

MR. BUONAGURO:  Okay, thank you.

MS. HELT:  I take it, then, Mr. Buonaguro, we do not need an undertaking?  It is simply subject to check?

MR. BUONAGURO:  Well, we've been doing it subject to check, and presumably if they're wrong and there were changes to the reported results from 2006 to 2008 which aren't captured in (g), then the undertaking would be to redo the calculation to incorporate those results, but we are all hoping that is not the case and that everything has been captured in (g).

If you want to call that subject to check, I am fine.

MS. HELT:  Let's actually call that subject to check, but then in the event that further updates are required, we will have that noted as the undertaking.

MR. BUONAGURO:  Okay, that's fine.

MS. HELT:  That will be undertaking JT1.2.
UNDERTAKING NO. JT1.2:  TO ADVISE WHETHER UPDATE HAS BEEN CAPTURED IN VECC TECHNICAL CONFERENCE QUESTION 4(g); if not, to provide update

MR. BUONAGURO:  Thank you.  Then, lastly, again, still on a load forecasting, I just want to confirm, after all of the interrogatories have come through and the technical conference questions have come through, if the company could confirm a few things.

First, can you confirm what the company's position is on the appropriate load forecasting model that should be used to project 2011 purchases?

MR. BACON:  The one in the application.

MR. BUONAGURO:  Okay.  And can you confirm which economic and CDM projected results for 2011 are appropriate to use?

MR. BACON:  The one at the time of the application for the purposes of -- the one -- our position is the load forecasting in the application is appropriate, and that would include the assumptions at the time.

MR. BUONAGURO:  Okay.  So despite anything in the interrogatories or in the technical conference answers, you would go back to application as it stands?

MR. BACON:  Right.

MR. BUONAGURO:  Presumably that means that if I were to ask what the resulting purchase values should be, it is the one in the application?

MR. BACON:  That's right.

MR. BUONAGURO:  Okay, thank you.  Those are my questions.
Questions by Mr. Aiken:

MR. AIKEN:  Thank you.  Good morning, panel.  I have, I think, three or four brief questions.  The first one is on the response to Energy Probe Technical Conference Question No. 9.

This dealt with tax credits.  The response is that you have not included further training tax credits other than the Ontario apprenticeship training tax credit.

Specifically, I was looking to see if you were applying for any federal job creation tax credits.  This is a $2,000 tax credit per eligible position.  And I don't know whether you have applied for those in the past, but they generally apply to the same positions as the Ontario credit.

MR. McMILLAN:  Would those be for new positions?

MR. AIKEN:  Yes.

MR. McMILLAN:  Our application does not have any new FTEs to be hired in 2011.

MR. AIKEN:  Did you hire any new positions in 2010, because these tax credits are for two years?

MR. McMILLAN:  We hired an apprentice lineman in 2010.

MR. AIKEN:  Okay.  My next question is on the response to Question No. 10, and you touched upon this in your opening remarks.

My question here is:  Can you quantify the revenue requirement impact that you would be seeking to recover under either of your two options?  So that would be the revenue requirement impact of the rate base, the cost of capital, the tax impact, the CCA impact, all of that good stuff; and then, secondly, how those costs would be allocated to rate classes; and then, thirdly, what the rate rider would be that you would be proposing?

I think we need all of that information before we can decide whether we should be looking at either one of these options.  So that would have to be an undertaking, I assume?

MS. EITEL:  Yes.

MR. McMILLAN:  Yes, at this point in time, we just wanted to propose to the Board and the intervenors that there may be other options to consider besides the IC model.  So at this point in time, we have not calculated the revenue requirement or breaking it down to an actual rate by class.

MS. HELT:  Okay.  Then we will note that as undertaking JT1.3 for all three parts of that question that Mr. Aiken asked.
UNDERTAKING NO. JT1.3:  TO PROVIDE FURTHER RESPONSES AS REQUESTED WITH RESPECT TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 9.

MR. BACON:  Can I just help clarify what we are doing, so I make sure we give the right numbers?

It will essentially be a run of the revenue requirement with and without the TS in, and the associated capital funding or financing funding for the TS; is that correct?

MR. AIKEN:  I don't think so, Bruce, because I think...

First of all, it is not going to be in your 2011 rate base.

MR. BACON:  Right.  I understand.

MR. AIKEN:  It would be in 2012 under the half-year basis, but for 2013 and 2014 the revenue requirement would be based on a full-year basis in rate base.

MR. BACON:  Okay.  I just wanted to talk to you about it to make sure we have the right information.  So I am glad I asked the question.

MR. AIKEN:  Yes.  It is really the revenue requirement for 2012, 2013 and 2014.

MR. BACON:  Right.

MR. AIKEN:  And then the allocation, and then the calculation of the riders.

MR. SHEPHERD:  Can I just interrupt?  You are looking for something like what they did for smart meters in the smart meter variance account, a similar approach, where they took the -- calculated the revenue requirement each year as if the smart meters were a separate rate base?

MR. AIKEN:  Yes.

MR. BACON:  Sorry to prolong this, but I want to make sure we give you the right numbers.

I think you made an interesting point, is that from your perspective it is half-year rule in 2012.

MR. AIKEN:  Yes, because that would be the first year it would be in rate base.

MR. BACON:  I just want to make sure.  Then it would be full year from any year after?

MR. AIKEN:  Yes.

MR. BACON:  Okay, that's fair.

MR. AIKEN:  Then my last question is on the response to Energy Probe No. 12.

I had asked for an updated revenue requirement work form, and what you provided is a one-page summary.  I was wondering if we could get the full revenue requirement work form that would reflect the changes that you have accepted.

It is, you know, the Board model that goes into all of the details on rate base and cost of capital and everything separately.

MS. EITEL:  Yes, we could provide that for you.

MR. AIKEN:  Okay.

MS. HELT:  All right.  Then is it clear what changes have been accepted for the new revenue requirement work form, or is there any clarity required around that point?

MR. AIKEN:  I guess that is part (b) of question 12.  And the intervenors find that a detailed line-by-line calculation of the change in the revenue requirement helps us in going forward with the settlement conference.

Bruce will be familiar with this, like what Waterloo provided.

MR. BACON:  Right, okay.  So that summary page that we put together in that particular case is what you are looking for?

MR. AIKEN:  Yes.  That was an excellent summary page, yes.

MR. BACON:  Okay, I understand.

MS. HELT:  Okay.  That will be undertaking JT1.4.
UNDERTAKING NO. JT1.4: TO PROVIDE SUMMARY PAGE WITH RESPECT TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 12.

MR. AIKEN:  Those are my questions.  Thanks.

MS. HELT:  Thank you, Mr. Aiken.  Mr. Shepherd.
Questions by Mr. Shepherd:

MR. SHEPHERD:  I am just arguing with my microphone here. Somebody spilled coffee on it, I think.  It's working.  Just the light is not working, I guess.  Teresa, can you hear me okay?

I just have a few questions that are follow-ups to other people's technical conference questions.

We didn't send any questions of our own.  I hope you didn't feel slighted by that.

MR. McMILLAN: We were fine. 

MR. SHEPHERD:  I just had a couple of things I didn't quite understand.  The first is Board Staff Technical Conference Question No. 1, which talks about your storage area network. 

Do I understand that the SAN is going to be backup only, or is it going to be primary storage, as well?

MR. McMILLAN: The SAN is actually primary storage.  It’s just replacing --


MS. HELT:  Mr. McMillan, I don't think your microphone is on. 

MR. McMILLAN: The SAN is actually replacing individual servers, so it is actually a dual purpose.

MR. SHEPHERD:  Okay.  So you are getting rid of all of the other servers that are there now?  You have a bunch of servers right now, right? 

MR. McMILLAN: That is correct.

MR. SHEPHERD:  All of which have multi-gigabyte hard drives?

MR. McMILLAN:  Correct.

MR. SHEPHERD:  You're going to get rid of them?

MR. McMILLAN: As the time comes up to phase them out, we will not be purchasing individual servers to replace them.

MR. SHEPHERD:  Okay.  You had lots of room on some of those hard drives in the servers, right?  I mean, one of the things you said in your response is that sometimes it is wasteful.  You have a server that has a full hard drive and you have a server that has nothing on it.  And that is true, right?  Because you have individual application-specific servers?

MR. McMILLAN:  Okay.

MR. SHEPHERD:  What I don't understand is why you didn't use them as redundancy for each other.  You had extra space.  Why didn't you do that instead of have -- instead of buying an expensive storage area network? 

MR. McMILLAN: Well, the cost of purchasing the SAN -- I believe we have that in our response -- is actually less than purchasing individual servers. 

MR. SHEPHERD:  But you have servers right now.  That is the point. 

MR. McMILLAN: Correct.  But the servers will not last for an indefinite period. 

MR. SHEPHERD:  All right.  So the strategy, then, is you are anticipating that as you are replacing servers, it's going to be expensive, so instead you are going to have cheaper servers because you are going to have the storage centralized, in essence?

MR. McMILLAN: We are.  Correct. 

MR. SHEPHERD:  Yes.  And one of the problems with storage area networks is that you can sometimes have an access bottleneck, because your storage is no longer dispersed around the system.  It is in one place; you have a problem with accessing it. 

Is this installed already? 

MR. McMILLAN:  Yes. 

MR. SHEPHERD:  Are you having access problems? 

MR. McMILLAN:  We have not experienced any, no. 

MR. SHEPHERD:  Okay.  Did you investigate using cloud storage, rather than on-site storage?

MR. McMILLAN:  I am not sure what we all investigated.  Our manager of internal services, who looks after the IT, I know she did a thorough analysis of all of the options.

What they all were, Mr. Shepherd, I am not sure. 

MR. SHEPHERD:  Okay.  Thanks.  My second follow-up question is in Board Staff No. 2, Technical Conference Question No. 2. 

Do I understand this -- you to be agreeing in this response that by replacing the prepaid meters with smart meters, in effect, that you are going to have a 15 percent increase in load on those -- at those locations?  That is what you are expecting? 

MR. BACON:  No.  I think the response to the question -- first of all, it was difficult to respond to the question because we don't have any quantifiable data to really answer the question. 

So it was -- the response to the question reflected the awareness that came along with the prepaid metering.  We are suggesting that with time-of-use pricing that that similar awareness will continue, which allows some of the CDM savings to continue. 

MR. SHEPHERD:  But I am stepping back a bit.  I understand the time-of-use pricing has some impacts.  I get that.

MR. BACON:  Okay.

MR. SHEPHERD:  But we liked your prepaid metering program.  We thought it was a wonderful program and we wish more people would have used it. 

One of the things that it appeared to do -- and you appeared to say it did -- was to reduce people's consumption. 

And so without those prepaid meters, then aside from time-of-use -- obviously you have to deal with that separately -- don't you expect to have a 15 percent increase in load at those locations?

MR. McMILLAN: I wouldn't expect a 15 percent increase.  We have had a prepaid program in Woodstock for 20 years.

MR. SHEPHERD:  Yes.

MR. McMILLAN: A lot of our customers, that's what they know.  They know that conservation culture, by having the prepaid, is now ingrained.  So because the prepaid meter has been taken away doesn't necessarily imply their consumption is going to increase 15 percent. 

MR. SHEPHERD:  Are you still looking at whether you can find a technological solution that allows you to reintroduce prepaid? 

MR. McMILLAN: We did look.

MR. SHEPHERD:  I know you did look and couldn't find anything that was cost-effective.  I get that.

MR. McMILLAN: We have not ruled out prepaid for the future, no.

MR. SHEPHERD:  It is still a possibility if the technology is available? 

MR. HEAMAN:  Yes.  I think we did our very best to try and keep it.  We know just how valuable it was to customers. 

Our hope is that once we have established a smart meter system and it settles down, that we can continue to explore those options, and we think they will come eventually. 

MR. SHEPHERD:  Okay.  Next question is a follow-up to Board Staff Technical Conference Question No. 4.  This is about whether your connection charge is per-device, or per-series of devices in a daisy chain.

Do you have any of your street lights hooked up as daisy chains, do you know? 

MR. HEAMAN:  If by “daisy chain” you mean through a common controlled relay and then switched, we certainly do. 

But regardless of whether a street light is connected in a common switch position or whether it is connected in such a way that this is individually photo-controlled, the connection and servicing is still the same.

MR. SHEPHERD:  So if you have a street with five on it that are all through a single connection, that is treated as five? 

MR. HEAMAN:  Yes.

MR. SHEPHERD:  Okay.  Have you done any analysis of the -- of how much that means in terms of your bill to the municipality? 

MR. HEAMAN:  No.  We haven't done an analysis.  It seems to be a fairly common approach.

In terms of cost difference, it amounts to the difference between a photocell or not, and there's still, then, the front end control to take into account.

So I don't think we have ever believed it would be a material… 

MR. SHEPHERD:  Thank you. 

Now, you will forgive me.  This was not my question, so it may be that Mr. Aiken actually knows the answer to this, but I don't. 

I am looking at Energy Probe Question No. 1(b) at page 5 of 27. 

It has an adjustment to the depreciation expense of $47,000 on the first page, referred to on the first page.  Then in (c), on page 6, it has, it refers to $34,997. 

I can't actually figure out what the adjustment is to depreciation expense.  Am I looking at different things?  Am I looking at things that refer to different things in these meter asset numbers? 

MS. EITEL:  Yes.  The 47,000 in Question 1 refers to the impact on the revenue requirement --


MR. SHEPHERD:  Yes.

MS. EITEL:  -- as a result of the depreciation expense adjustment.

The amount shown in part (d) is the actual depreciation expense.

MR. SHEPHERD:  Why would the impact on revenue requirement and depreciation expense be different? 

MS. EITEL:  The depreciation expense is part of the calculation of the revenue requirement.  So when you increase that, you would also increase -- it would impact your PILs.

MR. SHEPHERD:  No.  Depreciation, how would that impact your PILs? 

MR. BACON:  It is an adjustment to net income. 

MR. SHEPHERD:  No, I know, on T2 S1.  But -- oh, so this amount was included in your CCA; it wasn't included in your accounting depreciation?

MS. EITEL:  That is correct.

MR. SHEPHERD:  Ah, okay.  I get it.

MS. EITEL:  Mr. Shepherd, if you refer to page 4 of our response, we have broken down the impact of that depreciation adjustment.

So in the purple column, the second from the right, you will see the $47,000 impact on our revenue requirement.  And as we go down that column, you can see the depreciation adjustment for $36,927 and all of the subsequent impacts of that adjustment on your interest expense and your rate base, and such.

MR. SHEPHERD:  Okay.  So where is the $47,000 on that?

MS. EITEL:  It is the second column from the right.

MR. SHEPHERD:  Oh, I see, at the top, okay.

MS. EITEL:  The net variance.

MR. SHEPHERD:  Thank you.  So my instincts were correct.  I should have just left it to Randy.

[Laughter]

MR. AIKEN:  He never learns.

MR. SHEPHERD:  I don't, actually.  I don't.

[Laughter]

MR. SHEPHERD:  My next question is with respect to Energy Probe number -- Technical Conference Question No. 5.  You proposed to take the sale proceeds from the truck and spread them over five years -- four years, rather.  Can you explain why you are doing that?

MS. EITEL:  That is correct.  Disposing of a truck, especially one this size, is certainly not something we do on an annual basis, and because the amount is material, to include $50,000 as a full amount in the revenue requirement wouldn't accurately capture our business.

What we were proposing is to allocate that $50,000 over four years so that over the course of the rate -- duration of this rate calculation, it would be recovered.

MR. SHEPHERD:  Basically, you are saying it is a one-time revenue amount.  It is not something that happens on a regular basis?

MS. EITEL:  That is correct.

MR. SHEPHERD:  Those are my questions.  Thank you.

MS. HELT:  Thank you, Mr. Shepherd.  Mr. Mather, do you have any questions for Board Staff?

MR. MATHER:  None.

MS. HELT:  Are there any further follow-up questions from any of the parties?

Well, then, I take it we will be meeting again on Thursday for the purpose of the settlement conference.  The undertakings will be answered as soon as possible, I trust, so that we can prepare for the settlement conference.

That concludes today's technical conference.  Thank you, everyone.  Thank you, Ms. Forbes.  That's it.  Thank you.

--- Whereupon the conference concluded at 10:12 a.m.
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