
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO

ENERGY

BOARD

	FILE NO.:
	EB-2011-0054
	

	VOLUME:

DATE:


	Technical Conference

September 26, 2011


	


EB-2011-0054

THE ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c. 15, (Schedule B);

AND IN THE MATTER OF an application by Hydro Ottawa Limited for an order approving just and reasonable rates and other charges for electricity distribution to be effective January

1, 2012.
Hearing held at 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Monday, September 26th, 2011,

commencing at 9:31 a.m.
--------------------

TECHNICAL CONFERENCE

--------------------

MAUREEN HELT
Board Counsel

VIOLET BINETTE
Board Staff

TINA LI

SILVAN CHEUNG

KEITH RITCHIE

Leila Azaiez

Edik Zwarenstein

Ted Antonopoulos
FRED CASS
Hydro Ottawa Limited

PATRICK HOEY

MIKE GRUE

JANE SCOTT

BILL BENNETT

GEOFF SIMPSON

JULIE GIRVAN
Consumers Council of Canada (CCC)

BILL HARPER
Vulnerable Energy Consumers' Coalition (VECC)

JAY SHEPHERD
School Energy Coalition (SEC)

MARK RUBENSTEIN

RANDY AIKEN
Energy Probe Research Foundation

DAVID MacINTOSH

DANA SILK
Ecology Ottawa

1--- On commencing at 9:31 a.m.


3Appearances


4Procedural Matters


6HYDRO OTTAWA – PANEL 1


M. Grue, G. Simpson, J. Scott, B. Bennett

     7Questions by Ms. Girvan


     18Questions by Mr. Silk


     34Questions by Mr. Aiken


52--- Recess taken at 10:57 a.m.


52--- On resuming at 11:18 a.m.


     71Questions by Ms. Binette


     75Questions by Mr. Zwarenstein


     78Questions by Mr. Cheung


     89Questions by Mr. Richie


107--- Luncheon recess taken at 1:00 p.m.


107--- On resuming at 2:16 p.m.


     133Questions by Ms. Li


157--- Recess taken at 3:48 p.m.


157--- On resuming at 4:03 p.m.


179--- Whereupon the conference adjourned at 4:45 p.m.




7EXHIBIT NO. MT1.1:  CHART SETTING OUT THE DIFFERENCES BETWEEN THE ORIGINAL EVIDENCE AND UPDATED EVIDENCE IN RESPONSE TO CCC TECHNICAL CONFERENCE No. 1


35EXHIBIT NO. MT1.2:  UPDATED net book value TABLE TO 31 DECEMBER 2011


51EXHIBIT NO. MT1.3:  DOCUMENTATION WITH RESPECT TO MONTH 1 IN THE TABLE PROVIDED IN THE RESPONSE FOR 2012, REFERENCING EXHIBIT K3-1-11


65EXHIBIT No. MT1.4:  TABLE PROVIDED IN RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 30.


70EXHIBIT NO. MT1.5:  DOCUMENT SERIES 2005-1, SUPPLEMENTAL INDENTURE DATED 4 FEBRUARY 2005


70EXHIBIT NO. MT1.6:  DOCUMENT SERIES 2006-1 SUPPLEMENTAL INDENTURE DATED 20 DECEMBER 2006


70EXHIBIT NO. MT1.7:  DOCUMENT FROM SCOTIABANK DATED 21 JUNE 2011 TO THE ATTENTION OF THE CHIEF FINANCIAL OFFICER RE:  TERMS AND CONDITIONS SHEET


73EXHIBIT NO. MT1.8:  ONTARIO ENERGY BOARD DECISION, EB-2008-0244


73EXHIBIT NO. MT1.9:  DECISION OF THE DIVISIONAL COURT IN UNION GAS LIMITED V. ONTARIO ENERGY BOARD, 1 NOVEMBER 1983


83EXHIBIT NO. MT1.10:  RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION 14A


98EXHIBIT No. MT1.11:  JULY 5, 2011 PROMISSORY NOTE.


175EXHIBIT NO. MT1.12:  DOCUMENTED RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION No. 37B





38UNDERTAKING NO. LT1.1:  TO PROVIDE THE ESTIMATE OF PREMIUMS PAID FOR 2010 OR PRIOR FOR HYBRID VEHICLES


44UNDERTAKING NO. LT1.2:  TO RESPOND TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NUMBER 8, PROVIDING REVISED CALCULATIONS FOR TABLES 7 AND 8 IN EXHIBIT B4, TAB 2, SCHEDULE 1 THAT REFLECT THE DOLLAR-WEIGHTED AVERAGE OF DAY SALES OUTSTANDING USING THE MIDPOINT OF EACH OF THE DSO BUCKETS SHOWN, WITH RESPECT TO A MIDPOINT OF 8.5 DAYS, AS WELL AS ANOTHER CALCULATION WITH RESPECT TO A MIDPOINT AS SELECTED BY HYDRO OTTAWA


46UNDERTAKING NO. LT1.3:  TO PROVIDE THE IMPACT ON THE WORKING CAPITAL ALLOWANCE OF A CHANGE OF ONE DAY, PLUS OR MINUS, TO SHOW THE SENSITIVITY


64UNDERTAKING NO. LT1.4:  to RESPOND TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 27.


64UNDERTAKING NO. LT1.5:  to RESPOND TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 28.


79UNDERTAKING NO. LT1.6:  to RESPOND TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 11.


86UNDERTAKING No. LT1.7:  TO PROVIDE FIGURES FOR HEADCOUNT VERSUS FTE IN EXHIBIT D3-1-1.


88UNDERTAKING NO. LT1.8:  TO PROVIDE IN SIX-MONTH INCREMENTS AVERAGE LENGTH OF TIME BETWEEN AN EMPLOYEE'S RETIREMENT ELIGIBILITY DATE TO ACTUAL RETIREMENT DATE, AND AVERAGE LENGTH OF TIME FROM THE RETIREMENT ELIGIBILITY WHERE EMPLOYEE HAS NOT YET RETIRED, FROM 2008 TO PRESENT.


108UNDERTAKING No. LT1.9:  FURTHER TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 1, TO PROVIDE UPDATED RRWF WITH ANY CORRECTIONS OR ADJUSTMENTS THAT HYDRO OTTAWA WISHES TO MAKE TO THE DATA IN THE MIDDLE COLUMN, IN CGAAP AND MIFRS FORMAT.


109UNDERTAKING NO. LT1.10:  to PROVIDE CALCULATIONS RELATED TO SERVICE LEAD AND PAYMENT LEAD FOR PAYROLL.


114UNDERTAKING NO. LT1.11:  TO PROVIDE THE BANK DOCUMENT AND TO EXPLAIN PRECISELY WHAT INFORMATION WAS GLEANED FROM THE DOCUMENT AND HOW THE 0.2 WAS DERIVED


122UNDERTAKING No. LT1.12:  to PROVIDE CALCULATION OF DISPOSITION RATE RIDER IF HYDRO OTTAWA WERE TO STOP COLLECTING THE FUNDING ADDER AS OF DECEMBER 31ST, 2011.


126UNDERTAKING NO. LT1.13:  to RESPOND TO BOARD STAFF TECHNICAL CONFERENCE QUESTION 24


131UNDERTAKING No. LT1.14:  to RESPOND TO VECC TECHNICAL CONFERENCE QUESTION NO. 27 AND BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 25.


133UNDERTAKING No. LT1.15:  TO PROVIDE AN UPDATE OR FURTHER CLARIFICATION ON COSTS SET OUT IN THE 2010 MDMR CAPITAL ADDITIONS AT TABLE AT EXHIBIT K6-1-2.


139UNDERTAKING NO. LT1.16:  TO PROVIDE THE CALCULATION TO INDICATE HOW THE NUMBER 307 WAS ARRIVED AT


146UNDERTAKING NO. LT1.17:  TO PROVIDE THE RECONCILIATION AND IMPACT ON ACCOUNT 1588 FOR THE LAST TWO MONTHS FOR 2008 AND 2009


151UNDERTAKING No. LT1.18:  to PROVIDE JOURNAL ENTRIES AND SUPPORTING DOCUMENTS AS REQUESTED IN RESPONSE TO BOARD STAFF IR NO. 71


178UNDERTAKING NO. LT1.19:  TO RESPOND TO BOARD STAFF TECHNICAL CONFERENCE QUESTIONS 38 TO 43






Monday, September 26, 2011


--- On commencing at 9:31 a.m.

MS. HELT:  Good morning, everyone.  My name is Maureen Helt, and I am counsel with the Board.  The purpose of today is to commence the technical conference on Hydro Ottawa's cost-of-service application, which has been assigned file number EB-2011-0054.


This technical conference was set by virtue of Procedural Order No. 1, which was issued on July 29th, 2011, set to commence today and to continue on tomorrow if required.


Just so you know, the technical conference is being transcribed, and we have our court reporter today, Lisa Lamberti.  If she does not understand one of your questions or can't hear you, if you fail to activate your microphone, she will be sure to let you know, just so that she can properly transcribe today's proceedings.


We are also on air, and you will note that the on-air light is flashing, which indicates we are on air, so people can actually log on and hear today's proceedings.


As I said, my name is Maureen Helt, and I am counsel with the Board.  There are a number of Board Staff here today, and a few who aren't currently in the room, but that will be assisting with respect to Board Staff's questions.


First I would like to introduce Violet Binette, who is the case manager with respect to this matter.  Next to her is Ted Antonopoulos.  On the far -- my far left there is Leila Azaiez, Edik Zwarenstein, and Tina Li, who are also going to be asking various questions.


There are two other members of the Board Staff team not currently present, but Keith Ritchie and Silvan Cheung will also be participating today.


What I would like to do is just sort of set out the process.  We will first ask for appearances around the room, where everyone can introduce themselves and indicate what -- if you are with an intervenor, what that intervenor is, and that sort of thing, or, if you are a representative of Hydro Ottawa, what your position is.


I believe everyone has been here before for a technical conference, but if not, you will notice in front you there is a green light, a small green light, that is on the console in front of you.  When you push it in it will indicate your microphone's on.


For those of you who are sitting next to each other, if one answers and then turns it off and another one thinks it is on, you just may want to watch for that.  But as again -- as I said earlier, Lisa will be sure to let you know if you are not being recorded.


So then after appearances, there has been some discussion amongst counsel and Hydro Ottawa with respect to the order of the questions, and it's been proposed that the Consumers Council of Canada will go first with their questions, to be followed by Ecology Ottawa, then followed by Energy Probe, Board Staff, the School Energy Coalition, and finally last, but not least, the Vulnerable Energy Coalition.  So that is the proposed order, and I believe everyone has agreed to that.  If there needs to be some variation to that, we will just see how it goes.


We will have a short morning break, probably at around 11:00 a.m.  We will break for lunch, and then we will see how far we get today.


I don't think that there are any preliminary matters.  I understand Mr. Cass does want to make a few remarks at the outset.  It is not our intention to mark the pre-filed questions as exhibits, since they have been pre-filed, and I take it, unless anyone has an objection to that, that's how we will proceed.  But I would like to thank all the parties for pre-filing all of their questions.  I am sure it is very helpful to Hydro Ottawa to have those in advance of these proceedings.


So then if we can get started, if we can start with appearances first?

Appearances:


MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.


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


MR. AIKEN:  Randy Aiken for Energy Probe.


MR. CASS:  Fred Cass for Hydro Ottawa.  With me is Patrick Hoey.  I will ask the witnesses to introduce themselves and give their positions in order to save me making any mistakes in what their positions are.


MR. GRUE:  Mike Grue, Hydro Ottawa.  My position is treasurer.


MR. SCOTT:  Jane Scott, manager of rates and revenue of Hydro Ottawa.


MR. SIMPSON:  Geoff Simpson, director of finance, Hydro Ottawa.


MR. BENNETT:  And Bill Bennett, director, distribution asset management, Hydro Ottawa.


MR. SILK:  Dana Silk, Ecology Ottawa.


MR. RUBENSTEIN:  Mark Rubenstein, School Energy Coalition.  I would like to put an appearance for Jay Shepherd, who will be asking our IFRS-related questions.


MR. MacINTOSH:  Dave MacIntosh, Energy Probe.


MS. HELT:  Okay.  And the other individuals in the room, I take it, are just representatives of Hydro Ottawa?


MR. CASS:  Yes, there is no expectation that they will be speaking on the record.


MS. HELT:  Thank you.


Unless there are any other preliminary matters, Mr. Cass, you said you would like to make a few statements?

Procedural Matters:


MR. CASS:  Yes, thank you, Maureen.


Just very quickly I wanted to address two things, if I could.  First is the sheer number of questions that have been received for the technical conference.  Hydro Ottawa does, of course, appreciate very much the efforts that people went to to provide their questions in advance.  That's extremely helpful.


However, as a result of that, we know we have more than 300 questions, and as Patrick pointed out to me, even just taking a minute for each question and answer, which would be wildly optimistic, and not a single follow-up question, that would be ten hours.


I only say this in the hope that, you know, if there is any duplication that can be eliminated as we go ahead or anything that can be done to expedite it, just to be sure that we do finish within the available time -- I don't know whether anybody other than we -- other than Hydro Ottawa has actually totalled the number of questions, so I wanted to make people aware of that, that we do have a lot to get through.


Second, given the number of questions and how much work was involved in some of the answers, there are a number that Hydro Ottawa does not have answers to today.  The number is somewhere between 40 and 50 out of more than 300.  I propose that as we go ahead an undertaking would just be given as we come to each question where it's not been possible to have an answer ready for today.


So those are the two things that I wanted to say as we kick this off.  Thanks, Maureen.


MS. HELT:  Thank you, Mr. Cass.


Is there anything additional that anyone else would like to raise prior to commencing?


MR. HARPER:  Yes, just one thing, and it has to do with process, and builds a bit on what Mr. Cass just said, that I know it's true there was some duplication of the questions, and I guess the question is, and it's up to yourselves how you want to manage this, whether if a question comes up on a part of an earlier intervenor and there is a virtually similar question but there may be a follow-up, do you want the second party to do the follow-up then, or to wait until their own turn in the questioning, in terms of to bring that matter up?  It's just a matter of process and how you want to proceed and whether, since I am at the end of the line, whether I pipe up earlier or hold all my stuff to the end.


MS. HELT:  I would ask, perhaps, Mr. Cass, what would your preference be for Hydro Ottawa?


MR. CASS:  Again, in line with the comments I just made about expediting this, I would favour whatever is going to move it along most quickly.  So, you know, if you felt, Bill, that there was a situation where you had asked a similar question to one that was being answered and it would expedite matters to get it dealt with, then I wouldn't have a problem with that, just whatever we can do to keep it moving to be sure we get finished.


MS. HELT:  So perhaps we can proceed that way then.  If there is a question and it triggers a question for another intervenor, to immediately follow up with respect to that particular question, and if we find that it's not working and it's too staggered, then we can revisit that, but we will proceed on that basis for the time being.


Okay.  Thank you.


Ms. Girvan.

HYDRO OTTAWA – PANEL 1


Mike Grue


Geoff Simpson


Jane Scott


Bill Bennett

Questions by Ms. Girvan:


MS. GIRVAN:  Thank you.  Okay.  So I see here -- my first question is, please provide a schedule that sets out the major differences between the original evidence and the update, and I see that a schedule has been provided.  Are you going to speak to this?  Okay.  Thank you.


MS. SCOTT:  Yes, I am.  Was there an exhibit number?


MS. HELT:  Yes, we will mark this as Exhibit MT1.1, and it is the response to CCC technical conference number 1, a chart setting out the differences between the original evidence and the updated evidence.

EXHIBIT NO. MT1.1:  CHART SETTING OUT THE DIFFERENCES BETWEEN THE ORIGINAL EVIDENCE AND UPDATED EVIDENCE IN RESPONSE TO CCC TECHNICAL CONFERENCE No. 1

MS. SCOTT:  Okay.  Thank you, Julie, for asking this question, because I think you are right.  The update was kind of complicated because there were a number of issues that we were trying to address, and so this helped me set it out, and I hope that maybe it will answer some other questions as well as we go through it.


So there were two main reasons why we did the update.  One was because we had done our forecast for 2011, and this also -- I will be answering, I think, number 3, the process as well that we went through.


We looked at our forecast for 2011 with the actuals to the end of June, and although our year-end budget was -- we were pretty on budget for year-end for capital and especially for OM&A.  There were two projects that we identified which were not going ahead in the same manner that we initially planned.  So those are the two -- the capital expenditures for the CIS, the decision was made that we weren't going to be able to capitalize it in 2012 and that the expenditures were shifted out.


So in 2011, the expenditures are reduced by 3.5 million, and then some of 2008 was shifted out to 2013.  Although the amount in 2008 stays the same, it's -- the 2011 amount shifted over, and then an equal amount shifted over to 2013.


The other -- and I think there are other questions coming up that ask for a status on the CIS, and they can be addressed during that time.


The other issue was the suite meters and that we had put in for 2011 the 1.9 million.  It was obvious that we weren't going to meet the quota for suite meters, so that was reduced by the 1.4 million in 2011.


Now, the results of that change in suite metering affected the load forecast.  That was the only impact to the load forecast in the update, less conversions to residential.  So the number of residential customers went down from the original forecast and stayed in the general service class, and I think, again, there are questions that we can get into on that one.


So the smart meter capital, this is another tricky one.  In the original application, we were asking to clear smart meters variance accounts to the end of 2010.  So, as a result, we were not showing 2011 smart meter capital in our capital expenditures or our rate base.


Later on, you will see we have updated -- for the filing requirements, we were now told you should clear up to the end of 2011.  So we had to put smart meters back in the 2011 for 2012.  Now, I have an issue with how you show 2011.  If you show smart meters capital in 2011 when it's being collected still by the funding adder, to me, that maybe could be construed as double counting.  We didn't do that.


So we don't show it in '11, but we add it back for '12.  So that was other change that had to be made.


The other one that I updated was this whole issue of revenue deficiency, and in the past Hydro Ottawa has tried to show revenue deficiency in what we considered the correct way, which was to include smart meter funding in the revenue in the year where the adder was, so that you were getting an apples-to-apples comparison.


I have admitted defeat.  I am going with the model now, because it just raised too many questions.  So I can actually answer your question number 2 now.  The major change from the 11.3 million revenue deficiency in the original application and the 19.097, 5.3 of that is smart meters.  The remainder, the 2.1, is because of the change in revenue requirement.


MS. GIRVAN:  What change in revenue requirement?


MS. SCOTT:  We will get to that.  I will keep going.


MS. GIRVAN:  Okay.


MR. SCOTT:  So as I said, the second reason was we were told to update to the new filing requirements and the new models.  So there was -- the revenue requirement work form was updated.  The cost allocation model changed slightly, and, as a result, the microFIT monthly service charge changed, as well.


As I mentioned, now we were asking for disposition of our smart meters to the end of 2011.  We have been directed to clear the PILs, based on the PILs hearing, and the special purpose charge.  So those were changes in the update.


The LRAM changed because, in the filing guidelines, it indicated that if we didn't ask for 2010 in this application, we would lose it, so we have updated the LRAM for 2010.  The transmission rates, originally we didn't ask for any changes, but when the new model came out with the new filing guidelines, it did impact the connection charge -- changes.


So, as a result of both of those changes above, pretty much everything has changed.  The net fixed assets have gone down as a result of the CIS not being capitalized.  Amortization has changed.  CIP has changed because of the change in capitalization, and, so as a result, the rate base has changed because of the CIS, the suite meters and adding smart meters back in.


The impact of all that is PILs has changed, as you can see there, and I think we can discuss that further if you want to.  So the base revenue requirement has changed from 157 to 159 under MIFRS, so 2.1 million.  And on the next page you will see that broken down.


Again, as I said, the revenue deficiency has changed and the way we are explaining it has changed.  As a result, the rates have changed.  The bill impacts have changed.  We have gone from a 0.04 percent decrease for your typical residential RPP customer to a 0.48 percent increase.


There was a small impact on the MIFRS deferral account we are asking for.  So the third page shows the MIFRS revenue requirement broken down and the changes.  And, as you can see, the major one is the 2.6 million increase in PILs as a result of not capitalizing the CIS.


MS. GIRVAN:  Okay.  So I think that this, then, covers off my question 2, which is:  What was the difference between the 19 and the 11?


And think you have explained the reason why, what aspects of the application would be updated, what the process you followed.  So it is just sort of flowing from the Board's requirements and taking the CIS out and the suite metering?


MR. SCOTT:  That's right.  That's correct.


MS. GIRVAN:  Okay.  I think number 4 is covered off, as well.  Number 5 is:

"Please provide the status of Hydro Ottawa's CIS transition project."


MR. SIMPSON:  So as had been noted in the one of the interrogatory responses, specifically CCC question number 11, which is reference K2-2-11, the -- and as Jane just alluded to, the project schedule has been changed since originally submit, primarily resulting from feedback to a draft RFP that was released in the last two to three months.


So based on that new schedule, though, as it's noted in the exhibit, the project is essentially in full swing.  The project team has been assembled for the implementation.  The final RFP is to be released later this month or early October, and we expect that that RFP for system integration services, hosting and managing the system itself will be awarded by the end of this year, and, as noted in the updated filing, with the go-live in-production date later in 2013 now.


MS. GIRVAN:  So there is no impact, then, on the 2012 revenue requirement related to the CIS transition project; is that correct?


MS. SCOTT:  I think's your number 7 question, and the answer is there is an impact.  The changes that were made in '11 and '12, the CIS, the suite metering and the smart metering, the CIS change and the suite metering change do affect the revenue requirement in '12; approximately 500K, 532 K.


MS. GIRVAN:  Okay.  I have to think about that.  Maybe we will talk about it a bit later, but...


Okay.  Now, specific to our interrogatories, our question 6 is about your conditions of service.  And when I saw the changes that -- I had asked in the interrogatory what changes you had made to your conditions of service subsequent to the last Board approval, and it seemed like there were a lot of changes.  And I was trying to get a sense of if any of those are significant or they have simply been made because of compliance with changes to Board codes.  And then my third part of the question was, for any significant changes, how has Hydro Ottawa communicated these changes to its customers.


So I sort of looked at that, and I was having difficulty figuring out if there is anything significant in there and, if so, why did you make the changes and...?


MS. SCOTT:  The majority of the changes are as a result of code changes, the customer-service changes, the deposits and things like that.  The other major influence was the Green Energy Act changes, so I would call both of those significant, but they were as a result of code changes.  The other ones that we have made, just for clarification or for process efficiency, are not that significant.


MS. GIRVAN:  Okay.  And have you done anything to communicate the changes to your customers?


MS. SCOTT:  Yes.  We did what's required, which is -- there is on -- all customers were informed by a bill message that changes were coming as of January 1st, 2011, and that they could go on the website and see it.  In addition, any developers, the city, key accounts, we held meetings with them to inform them of the specific changes that would affect them.


MS. GIRVAN:  Okay.  Thank you.


Now, question 7, I think you have answered this.  This is, the capital expenditure budget has changed simply because of the CIS deferral, right?  Is that correct?


MS. SCOTT:  Which year are you referring to?


MS. GIRVAN:  Well, my question was, the capital expenditure budget's been reduced from 84.9 million to 78.3.


MS. SCOTT:  Right.  That's 2011.


MS. GIRVAN:  Okay.


MS. SCOTT:  And that has the three components:  The CIS, the suite metering, and the smart metering for the purpose of looking at 2011, but not for rate-based purposes in '12.


MS. GIRVAN:  Okay.  All right.  Thank you.


My next question, number 8, is, the evidence states that Ottawa's discontinued security deposits from residential customers, and I would like to know if the impact -- is there an impact of this decision on the 2012 revenue requirement?


MR. SIMPSON:  There is no impact on the 2012 revenue requirement.  Ultimately our bad debt expense for 2012, I'd submit, is not going up as a result of the reduction -- or the elimination of residential security deposits.


MS. GIRVAN:  Okay.  Thank you.


Now, question number 9.  The interrogatory response says that three out of 15 apprentices have been hired in 2011.  Do you have an update, in terms of how many have been hired to date?


MR. SIMPSON:  So as noted, three of the positions, the powerline maintainer apprentice positions, have been hired.  There are another eight apprentice PLMs that are currently in final stage of the selection process, going through background verification and reference checks.  I would expect they will commence employment with Hydro Ottawa on October the 17th.


And with respect to the four apprentice meter technicians, they are at the interview stage of the selection process, looking to have them commencing employment in mid-November.


MS. GIRVAN:  Okay.  Thank you.


The next question, number 10, the interrogatory asked whether or not a quantitative cost-benefit analysis was undertaken for each of the customer-service strategy initiatives.  Given the answer provided, it's not clear as to whether quantitative cost-benefit analyses were undertaken.


MR. SIMPSON:  Let me just flip to the exhibit.  So related to the customer-service strategy, as noted in K4.1.16, the start in 2009 with selection of an external consulting firm who laid out four specific dimensions of customer service that could be improved.  Essentially, the project since then has been to work through those, being complaint management, service standards, accuracy and completeness, and service quality.  Those were identified as the highest priority.


So as to a quantitative cost-benefit analysis in improving customer service, there really isn't a specific quantitative analysis.  The concept is to advance in those areas and provide improved service to the customers.


MS. GIRVAN:  Okay.  So you didn't do any sort of what we would consider traditional business-case analysis?


MR. SIMPSON:  Not as far as a quantitative cost benefit, no.


MS. GIRVAN:  All right.  Thank you.


And question 11 referred to the workforce planning strategy, and it said that it wasn't completed yet, and I just wondered, upon completion, would you be able to file it?


MR. SIMPSON:  Yes.


MS. GIRVAN:  Okay.  Do you know when that might be?


MR. SIMPSON:  Looking towards first quarter of next year for that to have been through the internal executive review.


MS. GIRVAN:  Okay.  Question 12 was about the actual ROE in 2009, and it was 10.7 percent, and I was wondering what the reasons what that higher return was in that year.


MR. SIMPSON:  The primary reasons in 2009 were that net income, our net income, in 2009 was at a fairly high level.  It exceeded our budget expectations quite significantly, primarily the reasons there being CDM revenue coming in ahead of plan and some expense savings in a number of different areas, one being the time-of-use implementation being delayed and some other specific OM&A type savings that were achieved in 2009.


A number of those were managed to be achieved because of a reduction we had seen as we went through the year in our distribution revenue.  We weren't and didn't in the end achieve our distribution revenue for the year, so there was, outside of the uncontrollable savings on time of use, some specific attempts to keep spending down in order to achieve our numbers.


MS. GIRVAN:  Okay.  Thank you.


And then my last question, number 13, is, Hydro Ottawa has included internal compensation costs in its IFRS transition costs.  Can you explain why?


MR. SIMPSON:  Yes, we have some internal compensation costs in our IFRS deferral account.  They are incremental.  They are specific hires and temporary hires for purposes of working on our project.


MS. GIRVAN:  Oh, so they are temporary hires.


MR. SIMPSON:  Some are temporary and some are not.  I can give you the specifics in a moment.  There was a similar question elsewhere.  There are three temporary staff, some of which have come and gone, and two staff that were -- that are on staff, but specifically and 100 percent devoted to the IFRS project.


MS. GIRVAN:  Okay.  Thank you.  Those are my questions.


MS. HELT:  Thank you, Ms. Girvan.


Next we have Ecology Ottawa.

Questions by Mr. Silk:


MR. SILK:  Thank you, Madam Chair.


My first question:  How does Hydro Ottawa deem customers to be low-income?


MS. SCOTT:  We don't.  As per the distribution system code and the Board's direction, that's done by social service agency.


MR. SILK:  Fair enough.  If you like, I could combine numbers 2 and 3.  Please clarify that the premium to be invested in hybrid vehicles for the test year, which I believe is 2012, is for eight vehicles, or an average of about $3,392 per vehicle, over a life cycle of seven years, and that the incremental cost or premium for the six new vehicles with hybrid technology is averaging about $2,023 per vehicle over an estimated life cycle of seven years.


MR. SIMPSON:  Yes, I will take you to question 2 and question 3.  So essentially your question 2 is correct.  There is some adjustment to the numbers that I am happy to take you through.


As per the strategy that was put forward in the exhibit, the anticipated premium for 2012 was 190,000 for the six vehicles.  As you have picked up in your question 3, in one of our responses over the course of time, those numbers have been refined slightly, and in fact the premium is now anticipated to be about 175,000 for those same six vehicles, which is 85,000 for six vehicles, which is five full-sized pick-ups and one cargo van under a hybrid technology.  And then $90,000 for two bucket truck conversion kits, so the larger truck and the conversion kits for those.  So if you take those numbers, and I believe in your analysis you are essentially taking the depreciation cost for the year, those two classes of vehicles are depreciated separately.


So the 85,000 is a depreciated over eight years for about $1,800 a year.  Then for the conversions of the bucket trucks, those are depreciated over 12 years, along with the life of the vehicle itself, and that becomes about 3,750 per year for 12 years.


MR. SILK:  Thank you.  So question number 4:  given the expectations of its customers and the positive cost of cost benefit analysis, especially if reduced operating and health costs are included, could Hydro Ottawa justify accelerating investments in greening its fleet, beyond the one electric vehicle and the six, I guess, hybrid vehicles in 2012?


MR. SIMPSON:  The strategy could possibly be accelerated.  It's not recommended at this time.  We are sort of taking a couple of approaches on that.  One is it lines up with our fleet replacement schedule and that when the appropriate vehicles are to be replaced, that is when we consider a green replacement for it.  Also, in some of these areas we are essentially in the testing phase of some of the technology.  As I believe is in the evidence, we are trying one fully electric vehicle this year, and we will run that for a period of time and determine how it goes and whether we want to get more.  Similarly, with the conversion kits for the bucket trucks, et cetera, is we believe our pace is appropriate at this time to try them out and see where we go from there.


MR. SILK:  Thank you.  Can you confirm that you did do a cost benefit analysis and that it was positive and that it did not include the reduced operating costs or health costs?


MR. SIMPSON:  Specific to the fleet vehicles, you are referring to?  We have done various versions of cost benefit analysis on the fleet pick-ups.  We don't have a lot of good information to go from, as far as increased operating costs as far as maintenance goes, and, of course, outside of the cost benefit, how they will work operationally.


We have made some attempt to do some cost benefit on things like the electric vehicle.  The key variable on that one becomes, as I say, that we don't necessarily know any impact on our operating costs from a maintenance perspective, and also the cost of fuel.


We do know that the electric technology, as compared to the price of fuel, will be favourable, but to what extent is driven by the cost of fuel.


MR. SILK:  And the reduced health cost, was that taken into consideration?


MR. SIMPSON:  Its reduced health costs, and all such variables, are taken into account in the environmental strategy as a whole, and that's why we are moving forward with it.  As far as a cost to it, no, I have not applied to costs to that or quantitative benefits.


MR. SILK:  Thank you.  Question number 5, does Hydro Ottawa believe that its policy of choosing more environmentally-friendly products, goods and services only when they do not have a cost impact is consistent with its environmental sustainable strategy and would meet the expectations of its customers?


MR. SIMPSON:  The intent in combining our environmental strategy in our procurement policy is to first ensure that our procurement standards and values are maintained.  What we intend to do, as we roll out the environmental strategy and combine it with that, is to create the weighting relating to the environmental standards of the vendor, and should there be a wash, essentially, on the other factors, that we would provide greater weighting to the vendors that have a strong environmental record.


MR. SILK:  And when you refer to cost impact, does that include the carbon footprint?


MR. SIMPSON:  We have not, at this time, built carbon footprint into the quantitative aspects, but, again, this is a work in progress.


MR. SILK:  So basically the answer to question number 5 is kind of no, but we are working on it?  Not putting words in your mouth, of course.


MR. SIMPSON:  We are at the beginning point of incorporating the environmental aspects into the procurement policy.


MR. SILK:  So question number 6, has Hydro Ottawa seen any data or research indicating that the monthly billing that you are introducing provides better feedback on cost to customers and, thus, helps them reduce their bills?


MS. SCOTT:  No, we haven't.  The idea was that with the time of use, that that would drive behavioural changes.  They can see their data on the web, and that a more timely bill will reinforce the impact of the behavioural changes.  But we haven't seen any research indicating that, specifically.


MR. SILK:  And has Hydro Ottawa looked for any additional research on that matter?


MS. SCOTT:  Not that I am aware of, no.


MR. SILK:  Number 7, given that Hydro Ottawa reviews other utility reports on capitalization, has it reviewed other utility reports on CDM, or does it rely on the OPA to ensure the CDM programs it is implementing reflect best industry standards?


MS. SCOTT:  Absolutely.  We not only have reviewed other utility reports on CDM, but we are very active in sharing best practices with other LDCs through the CLD, Coalition of Large Distributors, and the EDA.  And, in addition, our CDM manager was very active on the working groups with the OPA in developing the programs, so, yes.


MR. SILK:  And so from that, can one conclude that there are no other LDCs in Ontario that have looked at monthly billing in terms of its impact on consumer behaviour?


MS. SCOTT:  I am not sure I can conclude that.


MR. SILK:  Fair enough.  And question number 8, given the progress made with smart grids in the United States and by Hydro One Networks, why has Hydro Ottawa decided not to invest in smart grid improvements in 2012?


MR. BENNETT:  I am not sure exactly what your focus is on the United States and Hydro One.  However, as a background, over the last five to ten years, Hydro Ottawa has been actively involved in smartening the grid, if you want to say.  So, for example, smart meters, which is an initiative across the province, is 100 percent installed.


We have a fully installed SCADA system, a fully installed GIS system, fully installed OMS system.  We have integrated switches which are SCADA controlled and FCIs, which report back into our system office.


I think the distinction for the Green Energy Act is there is very specific things that are identified as part of your smart grid plan associated with the Green Energy Act, mostly an endorsement of distributed generation or pilot projects.


So we have a number of projects within our 2012 program which, again, will positively impact our smartening of the grid, but they are not smart grid projects as per the Green Energy Act initiatives.


MR. SILK:  So one can conclude that Hydro Ottawa has found no cost-effective investments in smartening the grid that it could make in 2012?


MR. BENNETT:  That's not what I said.  I said that as per the Green Energy Act plan, with pilot projects or enabling distributed generation, we have not identified anything for 2012 which are specific to those activities.


MR. SILK:  Question number 10, why did the GEA and CDM projects that are listed in one of the interrogatories not go ahead in 2011, and what is their current status?


MR. BENNETT:  Projects that were identified in 2011 -- for example, there was project system expansion of the 44 kV system in our Goulbourn territory which was intended to facilitate potential distributed generation.  The potential connection of several large generators in the west end of our service territory are not foreseen to go ahead right now.  They are in the OPA's economic connection test process right now.


So as was discussed at our technical conference last year, it wasn't prudent to spend a lot of money on that, not knowing if anything was ever going to happen.


Protective relay upgrades, we are doing protective relay upgrades as part of our capital program, but we are not accelerating that process to do protective relay upgrades at any station where we have an application for DG.


The communication infrastructure, we identified the need for improved communication infrastructure as part of our expanding smart grid process.  We are looking at with our IT department bringing in a communications expert to look at our overall communications needs across the corporation, including smart grid, so that's going to be a cooperative effort probably in 2012.  We are just fleshing that out right now.


Other activities were identified:  Electric thermal storage, there was a proposed pilot project, and thermal storage - ice system, there was a proposed pilot project.  Other utilities are doing very similar projects, so we determined that we will wait and see what they come out with when they finish that.


And the last one was a public charging station, and we are -- we have been in conversation with a few people providing public charging stations, including one that's proposing to install one at City Hall, and we anticipate we will be installing one, but perhaps not in 2012.


MR. SILK:  So I guess the question then is why does Hydro Ottawa adopt, I guess, in your words, a wait-and-see attitude to making these investments in a smart grid?


MR. BENNETT:  Well, we are focusing our investments in smart grid to align with our investments in our sustainment capital, so replacement of equipment; in a sense, a multi-purpose.  The grid -- everything we do is enabling smarter grid technology as we replace our infrastructure, so what we are not doing in 2012 is spending, I guess, speculative money on some of the activities that were identified in the Green Energy Act proposal.


MR. SILK:  So just to clarify, Hydro Ottawa will not be making any investments in smart-grid technologies in 2012.


MR. BENNETT:  Again, that's not what I said.  And in fact, there's some other interrogatories where we have identified some projects that we're undertaking as part of our capital program which have a positive impact on smart grid.


MR. SILK:  And the second part of that question was, could you estimate the demand and consumption savings that are associated with those projects?


MR. BENNETT:  No, we can't.  We are awaiting the pilot project reports from the other utilities on their storage pilots.


MR. SILK:  Okay.  Question number 12.  Why were no local stakeholders consulted on Hydro Ottawa's Green Energy Act plan?


MR. BENNETT:  It wasn't a requirement, and there wasn't a lot in it, so we have ongoing consultation with the City of Ottawa.  We participate in the planning department's 100-year plan.  And our CDM group and our Energy Ottawa affiliate are involved with other aspects of smart-grid consultation.


MR. SILK:  Thank you.


Question number 13, had the system limitations been dealt with earlier; please confirm that the lost opportunity for distributed growth -- load growth, sorry, over the next three years is about 35 megawatts.


MR. BENNETT:  Hydro Ottawa has not turned away any FIT generation projects as a result of constraints, and there are no known constraints on the Hydro Ottawa Limited system, so 158 FIT projects, of which 14 have not gone through, as they are in the ECT with OPA.  So I can't confirm that 35 megawatts of lost-opportunity calculation.


Projected growth over the next two years is based on the amount of contracted capacity allocation exempt generation projects, so 2015 to '17 is based on the 14 generators in ECT right now.


MR. SILK:  Hydro Ottawa's Green Energy plan, page 10, clearly shows that projected distributed load growth from 2012 to 2015 will remain flat because of the problems with your infrastructure.  Is that not true?


MR. BENNETT:  It doesn't show it because of a problem of our infrastructure, no.


MR. SILK:  But then why is there the projected load growth for those three years flat?


MR. BENNETT:  The projected load growth for the three years is flat based on the -- what happens with the 14 that are in ECT.


MR. SILK:  Okay.  And at the end of those, by 2015, had the growth not been flat, but had the growth continued the historical level, would there not be about 35 megawatts of distributed growth?


MR. BENNETT:  I can't confirm that.


MR. SILK:  Question number 14, if the Board were to provide LDCs incentives similar to those applied to gas utilities for exceeding their DSM targets, could Hydro Ottawa exceed its CDM targets by 50 percent?


MS. SCOTT:  We do already have incentives to exceed our targets by 50 percent.  I am not totally familiar with the gas incentives, but as I said, we do already have targets and incentives to exceed that by 50 percent, but at this point I think I will give you the same answer we gave you in the interrogatory, that it would be speculative to say whether or not that's going to mean we are going to reach our 50 percent over our targets.


MR. SILK:  So can you confirm that Hydro Ottawa has done some sensitivity analysis on its ability to meet its targets?


MS. SCOTT:  Yes, we have.


MR. SILK:  And you are saying that you could exceed your targets by perhaps 50 percent?


MS. SCOTT:  No, I didn't say that.  I said we have done some sensitivity analysis on whether we can meet our targets.


MR. SILK:  Okay.


MS. SCOTT:  Whether we can exceed them is still to be determined.


MR. SILK:  But I thought I heard you say that there was some potential of exceeding your targets by 50 percent.


MS. SCOTT:  I am saying that there are incentives if we exceed our target by 50 percent.  Those already exist.


MR. SILK:  Okay.  So then have you looked at taking advantage of those incentives in order to -- and therefore exceeding your targets by 50 percent?


MS. SCOTT:  Yes, we have looked at that.


MR. SILK:  And you don't think you can?


MS. SCOTT:  We are not sure yet.


MR. SILK:  And you have no idea how close you could come?


MS. SCOTT:  Not at this time.


MR. SILK:  All right.  Does Hydro Ottawa believe that its OPA programs will come close to achieving 100 percent of the cost-effective CDM potential in the current Ottawa market?


MS. SCOTT:  Yes.


MR. SILK:  And has Hydro Ottawa looked at the difference between the Ottawa market and, say, other markets across the province, or does it believe that the OPA average programs apply equally across the province?


MS. SCOTT:  It's looked at the OPA programs with respect to the Ottawa market and feels Ottawa can meet its targets with those programs.


MR. SILK:  Okay.  This is an easy one, I think, number 16.  Does Hydro Ottawa's chief energy management officer only manage CDM programs, or does the difference in title mean that conservation is part of the mandate of this position?


MS. SCOTT:  There are two positions that report to the chief energy management officer.  One is the CDM side.  The other side is the energy services side, who do project management retrofits, energy-efficient retrofit services, things like that.


MR. SILK:  Okay.  So the answer would be, yes, that the chief energy --


MS. SCOTT:  Yes, it's only part of his portfolio, yes.


MR. SILK:  Okay.  Question number 17.  Can Hydro Ottawa confirm that its net contribution to LEAP up to June 20th, 2011 is the difference between its allocation of $170,000 for 2011 and its payments to date from LEAP of $87,445, and that this amount, 82,555, is likely to approach zero by the end of 2011?


MS. SCOTT:  Yes and yes.


MR. SILK:  Okay.  So that means in fact Hydro Ottawa is basically making no charitable or other donation to LEAP in 2011.


MS. SCOTT:  No, I didn't say that.  They have an opportunity to come back and ask for more, and that -- but we haven't reached that situation yet.


MR. SILK:  But the point I am trying to make is that you are getting all of the money back, and so that your net contribution, certainly by the end of 2011, will be zero.


MS. SCOTT:  That, I can't guarantee that.  It would be speculative of me to say for sure that is what is going to happen.  Our anticipation is that, yes, but whether we would put in some more money I don't know.


MR. SILK:  Okay.  But even if you were to put in more money, you would get up to at least 85 percent of it back.


MS. SCOTT:  Yes.


MR. SILK:  Yes.  Thank you.


Question number 18.  If a third party were to pay Hydro Ottawa over a million dollars a year without any obligation to do so, would that raise red flags with its accountants or auditors, Hydro Ottawa's accountants or auditors?


MR. SIMPSON:  Upfront I would just like to state this is one of the more interesting questions we have received.  I won't speak for the auditors, but it would -- I don't know about red flag, but it would get questioned.  If we were to receive payment for a million dollars without an obligation to do so, meaning without a bill from us or an invoice from us, the first thing we would do would be making some calls to determine why it is the million dollars had come to our door.


MR. SILK:  Okay.  And if that million dollars came from the City of Ottawa, would you -- would the accountants not figure that out?


MR. SIMPSON:  Well, as I state, if we received a million dollars from the City of Ottawa, we would do everything we could to find out why, and either apply it appropriately or determine why it is the money was there, yes.


MR. SILK:  Okay.  But then you can't confirm then -- I was a little surprised to find out in response to interrogatory that Hydro Ottawa apparently has no record of receiving large sums of money from the City of Ottawa.


MR. SIMPSON:  Those funds received from the City of Ottawa are on behalf of customers paying electricity bills, so there is an obligation for those to be paid, and when they are paid it does not create a red flag.  It's applied to the appropriate account.  Beyond that, there is no -- there is no red flag from receiving those funds in relation to an electricity bill that's been issued.


MR. SILK:  Okay.  But the obligation surely is one -- it's the client, your customer, that is obliged to pay the bill, not the City of Ottawa.  What I am trying to find out here is, how much does the City of Ottawa pay to cover the electricity bills of low-income clients?


MR. SIMPSON:  I understand the question.  I think that would be a question for the City of Ottawa.


MR. SILK:  Fair enough.


And question number 19.  How much of its own money does Hydro Ottawa invest in CDM positions and programs?


MR. SIMPSON:  On a net basis, Hydro Ottawa does not invest any of its own money.  All funds, as consistent with the CDM code, are recouped from the OPA through the programs.


MR. SILK:  I seem to recall Hydro Ottawa stating that it has actually made money from its CDM programs.  If that's the case, why would it not invest some of its own money in CDM programs in order to make even more money?


MR. SIMPSON:  I think there is, between the two of us, a misunderstanding of the model.  As we apply the CDM programs, our costs are funded by the OPA, and then within the previous model, not the current, but in the previous, there was incentives from the OPA for when we achieve or implement the programs.  And in that sense Hydro Ottawa did make money from the OPA.


So to apply more of our money to it would have been more of the same.  Our costs would have been covered by the OPA, plus an incentive.


MR. SILK:  Okay.  And so that's another incentive -- could be possibly another incentive for Hydro Ottawa to exceed its CDM targets.


MR. SIMPSON:  Yes.  And as stated earlier, those incentives, while they have changed over the rollout of the CDM for the next four years from what we were dealing with before, the program has changed, the incentives have changed, but there is incentive in the end to achieve the targets, there is incentives to achieve them without spending full dollars, and there is additional incentive to over-achieve the incentives.


MR. SILK:  Thank you.


So my last question.  Outside of the LRAM requirement, has Hydro had any third-party verification of its CDM program results?


MS. SCOTT:  I guess I would first state that we have had verified results, not just for LRAM, but for -- to ensure that the programs are being applied effectively.  We rely on the OPA for their programs, but in the past we have used external consultants for verification of results.


MR. SILK:  So the answer is yes?


MS. SCOTT:  Yes.


MR. SILK:  Thank you.


That's it, Madam Chair.


MS. HELT:  Thank you, Mr. Silk.


I would suggest then that we continue on and proceed with the questions from Mr. Aiken on behalf of Energy Probe.

Questions by Mr. Aiken:


MR. AIKEN:  Thank you, Madam Chair.


I guess we are moving on to the less interesting questions now.  My first question references Exhibit K1.45.  Please confirm that if Hydro Ottawa is subject to an IRM adjustment in 2013 and subsequent years it will use the inflation index for the period of the third quarter through to the second quarter of the next year to determine the inflation rate applicable.


MS. SCOTT:  I don't think so.  We would be looking for a January 1st increase, so I think we would be looking for the inflation factor that ends in the third quarter, sort of the year over year that ends in the third quarter before the January 1st.


MR. AIKEN:  So you would be differing then from what the Board applies to Union and Enbridge?


MS. SCOTT:  Yes, if they use something different, then, yes, we would be different.


MR. AIKEN:  Okay.  So the Board would be issuing then -- over the course of a year it would be issuing three different sets of inflation numbers?


MS. SCOTT:  Possibly, yes.


MR. AIKEN:  Okay.  And any reason why you would use third over third, rather than second or third to second, consistent with the gas utilities, who also have a January 1st effective date?


MS. SCOTT:  Right.  We just felt that the most recent -- and the third quarter would be available before January 1st.


MR. AIKEN:  Yes, it would be available around the end of November, yes.


MS. SCOTT:  That's right.  That would be the logical one to use.  We would not be averse to using the second-quarter one if that was the Board's requirement.


MR. AIKEN:  Okay.  The second question, Exhibit 2.15.  Part (e) of the question requested the update of the table to reflect the net book value at December 31st, 2011.  The response provided the net book value of December 31st, 2010.  Please provide the projected net book value at December 31st, 2011.  Thank you.


MR. SIMPSON:  Yes, we do have a handout coming around on this one to provide the updated table to December 31st, 2011.  My apologies on not having that previously.  What was in the exhibit, in Exhibit B1.24, was the net book value as at December 31st, 2009, and then in the response to the interrogatory we gave you December 31st, 2010.  So we are providing a handout which does provide the estimated position at the end of the net book value estimated loss or gain as at December 31st, 2011.


MS. HELT:  Thank you.  And perhaps we can have this marked then as Exhibit MT1.2.

EXHIBIT NO. MT1.2:  UPDATED net book value TABLE TO 31 DECEMBER 2011

MR. AIKEN:  Question 3 refers to Exhibit K2.16.  The response indicates that the bucket-truck expenditures are allocated over 2012 and 2013 because these vehicles have long lead times.  Are the expenditures in 2012 for bucket trucks closed to rate base in 2012, and are these vehicles expected to be in service before the end of 2012?


MR. SIMPSON:  No.  No and no.


MR. AIKEN:  Okay.  Exhibit 4.  Sorry, question 4 refers to Exhibit K2-1-8, as well as Exhibits B1 and B2.  The first part of the question, part (a):

"Is the capital expenditure shown on table 1 of Exhibit B1, tab 2, schedule 7 of $300,000 in 2011 net of any incentives received or to be received?"


MR. SIMPSON:  Sorry, just one moment, please.


The capital expenditures shown in the exhibit is the gross costs.  It's not net of any incentives received or to be received.


MR. AIKEN:  So that takes me to part (b) of the question.  Has Hydro Ottawa applied for any incentives in 2011 to cover some of the costs -- these costs noted in table 1?  And if not, why not?


MR. SIMPSON:  We've -- at this time we have not applied for any incentives related to the facilities program that's discussed there.  We are reviewing possibility as to where we can, possibly through Enbridge or through NRCan or the energy retrofit potentially.  There is natural gas heating in the Carling station, which is specifically referred to there, so there is some possibility, but we haven't confirmed yet.


MR. AIKEN:  Do you have any estimate of what the amount of the incentive that you might be eligible for would be?


MR. SIMPSON:  I don't have the specific numbers here, but I do know that the amounts were not considered to be significant.  I believe it's a -- I won't try to quote the numbers here, but it's a per kilowatt-hour, and it was not looking to be very significant, related to the incentives, which was part of the decision to proceed with the project anyway.


MR. AIKEN:  Part (c):

"Is the estimated premium of 190,000 noted in the response to part (b) for 2012 capital expenditures only, or does it include a premium paid for vehicles purchased before 2012?


I will stop there.


MR. SIMPSON:  The premium is for 2012 purchases only.  As noted earlier, the 190,000 has been refined slightly, but the premium is for 2012 only.


MR. AIKEN:  Yes.  Was there any premium paid in 2012 -- or, sorry, 2010?  Or you had no vehicles that...


MR. SIMPSON:  No, we have paid -- we have purchased some hybrid vehicles and one fully electric car, and there has been premiums paid in 2011.


MR. AIKEN:  Yes, I was asking about 2010, or before.


MR. SIMPSON:  Yes, there would be -- there was premiums paid in 2010 as well for hybrid vehicles.


MR. AIKEN:  Can you provide what the premium for anything in 2010 and before, what the premium paid was?


MR. SIMPSON:  Before 2010?


MR. AIKEN:  2010 and before.


MR. SIMPSON:  Not right here, right now.  I could take that as an undertaking.


MR. AIKEN:  Yes, I would like that.


MS. HELT:  Undertaking LT1.1, to provide the estimate of the premiums paid for 2010 or prior for hybrid vehicles; is that correct, Mr. Aiken?


MR. AIKEN:  Is it just hybrid vehicles?


MR. SIMPSON:  Yes.


MR. AIKEN:  Yes.  Yes.


MS. HELT:  Okay.  That will be Undertaking LT1.1.

UNDERTAKING NO. LT1.1:  TO PROVIDE THE ESTIMATE OF PREMIUMS PAID FOR 2010 OR PRIOR FOR HYBRID VEHICLES

MR. AIKEN:  Part (d) of the question is, please update table 6 in Exhibit B, tab 1, schedule 1 to reflect the most recent year-to-date information available, along with the current forecast for the remainder of 2011.


MR. SIMPSON:  So I would like to flip to that exhibit.  I was -- I may need some clarification on the question.


MR. AIKEN:  Okay.  I actually don't have that exhibit in front of me.  No, I don't have it here with me.


MR. SIMPSON:  So Exhibit B2.1.1 as updated is our fixed assets, PP&E.  Table 6 is our 2011 gross and fixed -- gross and net fixed assets.


MR. AIKEN:  Does it show additions, capital additions?


MR. SIMPSON:  It shows 2011 capital expenditures, yes.


MR. AIKEN:  Yes, it would be the 2011 capital expenditures.  If you could tell me what the year-to-date capital expenditures are and then what your current forecast for 2011 is.


MR. SIMPSON:  Yes.  We have provided in the evidence, I believe in response to an interrogatory -- and I could find the one -- our actual spending to the end of June, our first six months.


MR. AIKEN:  Yes, if you can refer me to that, that would be sufficient.


MR. SIMPSON:  Yes, and essentially what you have in the updated table 6 of Exhibit B2.1.1 is the forecast 2011 position.  That's the way the table is structured.  That's where our expectation is to be at the end, as far as capital expenditures for 2011.


MR. AIKEN:  Okay.  So the changes in 2011 are the ones that Jane went over earlier today?


MR. SIMPSON:  Correct.


MR. AIKEN:  And everything else is the same?


MR. SIMPSON:  Correct.


MR. AIKEN:  Okay.


MR. SIMPSON:  I am not clear on my takeaway on this one, I don't think.  Just find the exhibit with the six months' spending?


MR. AIKEN:  Yes, yes.


MR. SIMPSON:  Okay.  We will do that.  The interrogatory?


MR. AIKEN:  We can leave that now, and you can tell us after the break if you find it.


MR. SIMPSON:  Very good.


MR. AIKEN:  Question 5 is Exhibit K2.19.  Please confirm that the 2008 revenue requirement approved by the Board included use of the half-year rule for depreciation in the test year.


MS. SCOTT:  That is correct.


MR. AIKEN:  Okay.  Question 6 references Exhibit K8.2.2.4, part (a).  How has Hydro Ottawa estimated the increase in the charges shown in the response to part (b) between 2011 and 2012?


MS. SCOTT:  So that refers to the increase in the transmission charges.


MR. AIKEN:  Yes.


MS. SCOTT:  And what we did was take an average of the increases, '9 to '10, '10 to '11, and apply that to '12.


MR. AIKEN:  And then part (b) of the question is, what impact, if any, will Hydro One's move to U.S. GAAP and the reduction in the 2012 revenue requirement of more than 193 million have on this projected increase?


MS. SCOTT:  If it is approved as they applied for then it would reduce the impact.


MR. AIKEN:  Have you tried to figure out how much of a reduction it would result in?


MS. SCOTT:  In terms of our rates, no.  I looked at the amount of the 193 over the requested revenue requirement, and that was about 12.5 percent.  So, yes, I think it would have an impact.


MR. AIKEN:  Okay.  Question 7 refers to Exhibit K.2.2.3 and K2.2.5.  Part (a):

"Please reconcile the days shown in the response to Exhibit K2.2.3 for 2009 and 2010 of 25.7 and 25.66 respectively with the figures of 22.07 and 22.13, shown in the tables provided in the response to part (a) of Exhibit K2.2.5."


MS. SCOTT:  Yes, K2-2-3, the Board Staff question asked for distribution revenue to be used as the weighting, and K2-2-5, which was Energy Probe's question, asked for total sales to be used as the weighting factor, so that was the difference between the two.


MR. AIKEN:  Okay.  Part (b):

"Please confirm that the references to customers in tables 3 and 4 provided in the response to part (a) of Exhibit 2-2-5 should be sales dollars."


MS. SCOTT:  Yes, it should be.


MR. AIKEN:  That's probably what confused me.


MS. SCOTT:  Okay.  Sorry.


MR. AIKEN:  Part (c):

"Please confirm that the formula shown in the response to part (b) of Exhibit K2-2-5 would result in the same 26.38 days regardless of the distribution of the dollar value shown in each of the periods."


In other words, the number of days calculated in any month is a function of only the total amount of days, sales outstanding, sales for that month, and the number of days in the month.


MS. SCOTT:  Yes, that's correct.


MR. AIKEN:  Part (d):

"In the example provided in response to part (b), that when a customer invoice is billed January 30th, 2009, and the report is run January 31st, 2009, the receivable would go into the 1- to 17-day DSO bucket.  If customer invoice was for $100, is the amount that goes into the 1- to 17-day DSO bucket equal to $100?  Please confirm that it is not some portion of the amount to reflect that it is only one day old."


MS. SCOTT:  Yes, it would be the full $100, not a portion of.


MR. AIKEN:  Long question, short answer.  That's the way I like it.


MS. SCOTT:  Okay.


MR. AIKEN:  Question 8 references Exhibit K2‑2-5.  Please provide revised calculations for tables 7 and 8 in Exhibit B4, tab 1 -- sorry, tab 2, schedule 1 that reflect the dollar weighted average of days, sales outstanding, using the midpoint of each of the DSO buckets shown, and then I list the example.  Do you have that?


MS. SCOTT:  We have not done that yet.  We did want to explore a bit more with you why you had chosen those, what we considered maybe arbitrary midpoints, and whether that was realistic or not and...


MR. AIKEN:  And so what is your issue with using the midpoint of each of those periods?


MS. SCOTT:  That it was not necessarily considered to be realistic.


MR. AIKEN:  What would be realistic?  For example, the DSO bucket of 1 to 17 days.


MS. SCOTT:  Yes.  Looking at, that there is 16 days for the customer to pay the bill, but there is also four days of postage and handling, so it would be longer than 8.5.


MR. AIKEN:  So it would be 12.5?


MS. SCOTT:  Possibly, yeah.  I mean, I think we would want to -- we'd want to look at something --


MR. AIKEN:  Okay --


MS. SCOTT:  We just wondered why you had -- why you were interested in those particular -- like, why 150.  That would only apply if we were disconnecting everybody at 150 days.


MR. AIKEN:  Then give me an undertaking that you will do it based on the request as I have got here, and that you will also do it based on numbers that you feel might be more realistic for each of the buckets, and then explain why --


MS. SCOTT:  Why we feel it's more realistic?


MR. AIKEN:  Yes.


MS. SCOTT:  Okay.  We can do that.


MS. HELT:  All right then.  So we will have Undertaking LT1.2, to provide a response to Energy Probe Technical Conference Question No. 8, providing revised calculations for tables 7 and 8 in Exhibit B4, tab 2, schedule 1 that reflect the dollar-weighted average of day sales outstanding using the end point of each of the DSO buckets shown; and there is an agreement that it would be with respect to a midpoint of 8.5 days, as well as another calculation with respect to a midpoint as selected by Hydro Ottawa.


MR. AIKEN:  With one change, Maureen.  I think you said end point?


MS. HELT:  Oh, midpoint.


MR. AIKEN:  Yes.


MS. SCOTT:  And for all the -- it's not just the 1 to 17.


MR. AIKEN:  No, it's for each bucket.


MS. SCOTT:  It's all buckets.


MR. AIKEN:  Yes.


MS. HELT:  All right.  Thank you.

UNDERTAKING NO. LT1.2:  TO RESPOND TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NUMBER 8, PROVIDING REVISED CALCULATIONS FOR TABLES 7 AND 8 IN EXHIBIT B4, TAB 2, SCHEDULE 1 THAT REFLECT THE DOLLAR-WEIGHTED AVERAGE OF DAY SALES OUTSTANDING USING THE MIDPOINT OF EACH OF THE DSO BUCKETS SHOWN, WITH RESPECT TO A MIDPOINT OF 8.5 DAYS, AS WELL AS ANOTHER CALCULATION WITH RESPECT TO A MIDPOINT AS SELECTED BY HYDRO OTTAWA

MR. AIKEN:  Question number 9 refers to Exhibit K2‑2‑6.  Please provide the response to part (f) of the question proposed, or posed.  The questions are being asked in order to determine the sensitivity of a change of one day on the working capital allowance on the associated revenue requirement.


MS. SCOTT:  Again, we haven't done this.  We wanted to discuss it with you.  As we said in the answer to the interrogatory, that is sort of an arbitrary decision that would change our business process by one day, and we weren't quite convinced that it was of value.


MR. AIKEN:  It's a more general question.  I am looking to see what the impact on the working capital allowance is, if there is a one-day change in the overall calculation.


MS. SCOTT:  Plus and minus.


MR. AIKEN:  Yes.  I assume it would be the same number, plus or minus.


MS. SCOTT:  And we are not sure that it would be symmetrical.


MR. AIKEN:  Okay.  Well, provide it both ways, and if it's not symmetrical, explain why.


MS. SCOTT:  Okay.


MS. HELT:  Mr. Aiken, perhaps if you could just then state for the record the exact nature of the undertaking, and we will have that as LT1.3.


MR. AIKEN:  To provide the impact on the working capital allowance of a change of one day, plus or minus, to show the sensitivity.


MS. HELT:  Thank you.

UNDERTAKING NO. LT1.3:  TO PROVIDE THE IMPACT ON THE WORKING CAPITAL ALLOWANCE OF A CHANGE OF ONE DAY, PLUS OR MINUS, TO SHOW THE SENSITIVITY

MR. AIKEN:  Question number 10 refers to Exhibit K2‑2‑7 and Exhibit B4, part (a) of the question.  Please explain why the service lead for benefits changes from 14.04 in 2009 to negative 30.42 in 2010 in tables 12 and 13 of Exhibit B4, tab 2, schedule 1.


MS. SCOTT:  For 2010 it should be 14.04.  It did not change.  And I can answer as well for part (b).  It should be (30.42).


MR. AIKEN:  Sorry, so the 16.38 should be 30.42?  In part (b)?


MS. SCOTT:  Yes, yes.


MR. AIKEN:  Okay.


MS. SCOTT:  And just to note that it doesn't change the end percentage, as the proper numbers were forwarded in the overall spreadsheet.


MR. AIKEN:  Yes, I think I had noted that part.


MS. SCOTT:  Okay.


MR. AIKEN:  Part (c):

"Please indicate why the number of days in a pay period is shown as ten, and the response to part (a) of Exhibit K2-2-7, when the pay period is for a two‑week period."


MS. SCOTT:  Actually, when we looked at this again, for the service lag it actually should be 12, because there is only one weekend in the period of time the person works before they are going to get paid.  So it's actually 12 days, but when we put the numbers through there is no impact on the 14.2 percent of the working capital allowance for that.


MR. AIKEN:  Part (d):

"It is not clear based on the calculation shown in the response to Exhibit K2‑2‑7 how the service lead and payment lead for payroll and withholdings shown in tables 12 and 13 of Exhibit B4, tab 2, schedule 1 have been calculated.  "Please provide more detailed calculations, including the weightings, that result in the figures for 2010 shown in table 13."


MS. SCOTT:  I guess we felt we had provided the equations and the information, that other than providing the whole spreadsheet, which we are not really wanting to do, what more do you want?


MR. AIKEN:  Did the calculations you provide include weightings that were used?


MS. SCOTT:  I thought they did.  I can confirm that.


MR. AIKEN:  Okay.  So subject to check...


MS. SCOTT:  Okay.


MR. AIKEN:  We can leave this one.


MS. SCOTT:  You should have all the information you need, yes.


MR. AIKEN:  Question 11 refers to Exhibit K2‑2‑11.  The response indicates that the CIS will not be used or useful in Q-4 2012 and so on and so on.  I assume we can forget about this question now, since you have delayed this 'til 2013?


MR. SIMPSON:  Correct.


MR. AIKEN:  Yes.  The next question, if this has been covered by your update, let me know.  It refers to Exhibit K2‑2‑17 in Exhibit B2, part (a).  It says the reduction in the forecast for 2011 capital expenditures from 84.888 million to 78.255 million include any amounts being deferred from 2011 to 2012, and if yes, please quantify.


MS. SCOTT:  We did talk about it when I did the updates, so there are three things.  The suite metering is not deferred from '11 to '12.  The CIS dollars are deferred, but because they are not being capitalized, and then the smart-metered costs are not deferred, but they are included in the rate base.  They are in '11.


MR. AIKEN:  And then part (b):

"Does the current forecast of 78.255 million include any amounts that will not be closed for rate base in 2011?"


And if yes, please quantify.


MS. SCOTT:  No, that's additions.


MR. AIKEN:  Okay.


MS. SCOTT:  Well, it becomes...


MR. AIKEN:  Yes, but there is always -- depending which utility you talk to, there is a difference between the additions and expenditures sometimes.


Part (c):  Does a reduction reflect the CIS expenditures?  I assume the answer to that is yes.


MS. SCOTT:  Yes.


MR. AIKEN:  Yes.  Part (d):

"Please provide the total capital expenditures for general plant expenditures for 2011 based on the most current projection available.  Does this current projection include any amounts that will not be closed for rate base in 2011, and if yes, please quantify."


Now, would I find that answer in the same interrogatory response that you were looking for previously?


MS. SCOTT:  Probably, but it may not be grouped by general plant.  So I can give you a number if you would like.


MR. AIKEN:  Okay.


MS. SCOTT:  So -- and actually, this may help us.  Exhibit B5-1-2, table 1, gross general plant capital expenditures for 2011 updated for the updated forecasts are projected to be 15 million-953, so that may be the location of the June 2011 -- capital expenditures up to June 2011, B5-1-2.


MR. AIKEN:  Okay.


MS. SCOTT:  We will confirm that at the break.


MR. AIKEN:  Part (e) I think we can skip.  Part (f) we can skip as well.


Question 13 refers to Exhibit K2-3-1.  The response to part (d) indicates that the current contributed capital is approaching 8 million as of July for 2011.  Please indicate the contributed capital received for the same year-to-date period in 2009 and 2010 as that shown for 2011.


MR. BENNETT:  So 2009 and 2010 are both $9 million.  2011 was 7.8 million at that point.


MR. AIKEN:  Okay.  Thank you.


Question 14 refers to Exhibit K2-3-8.  Please identify the dollar value associated with the large aerial devices that are not expected to be placed into service until 2012.  Were these expenditures close to rate base in 2011 and the current and/or updated evidence?


MR. SIMPSON:  The dollar value related to the large aerial devices is 250,000, to be delivered in 2012, so it was not included in the rate base for 2011.


MR. AIKEN:  Question 15, Exhibit K2-3-10.  Please confirm that the two bucket trucks at a cost of $250,000 each have not been included in the calculation of the 2012 rate base because final delivery is not expected until 2013.  I will just stop there.  Is that confirmed?


MR. SIMPSON:  That's confirmed.


MR. AIKEN:  Okay.  Question 16, Exhibit K3-1-11, part (a).  Please provide Month 1 in the table provided and the response for 2012.  That sounds like a funny question, because I --


MS. SCOTT:  No, but it was -- Month 1 was inadvertently dropped in the table --


MR. AIKEN:  Oh, yeah, I remember --


MS. SCOTT:  -- and so we have a handout, and this is the same as VECC's 13(b).  It also maybe covers a couple of other questions too.


MR. AIKEN:  Okay.


MS. HELT:  So we will mark this as Exhibit MT1.3, which is a -- documentation with respect to Month 1 in the table provided in the response for 2012, referencing Exhibit K3-1-11.

EXHIBIT NO. MT1.3:  DOCUMENTATION WITH RESPECT TO MONTH 1 IN THE TABLE PROVIDED IN THE RESPONSE FOR 2012, REFERENCING EXHIBIT K3-1-11


MR. AIKEN:  Part (b) of the question, please provide the loss factor used to convert the system forecast to the loss-adjusted system forecast in 2012, and please explain how this loss factor was calculated, including the term over which it was estimated.


MS. SCOTT:  So the loss factor that was used was 1.0357, which you can see on that handout, the loss factor, and that is an average, weighted average, of the applied-for loss factor, which is the 1.0358 over the three years and the large-user loss factor, 1.0069.


And then, just going to C, the table also provides what was requested in C, the forecasted sales by rate class before the application of the calibration factor, and the sum of...


MR. AIKEN:  Okay.  Thank you.


Maureen, did you want to stop for a break?  It's about 11:00.


MS. HELT:  We could stop for a break now, or, if you would prefer, Mr. Aiken, I see that there is only another six questions for your first set, and then you have your supplementary questions.  So how long do you think you would be in total for all of the remainder of your questions?


MR. AIKEN:  We are going to need a break before then.


MS. HELT:  Okay.  So why don't we take a break now until quarter past 11:00.  We will come back at that time.  Thank you.


--- Recess taken at 10:57 a.m.


--- On resuming at 11:18 a.m.

MS. HELT:  Welcome back, everyone, from the morning break.


We are back on air and being transcribed, so Mr. Aiken, if you would like to continue with your questions.  I believe you were at Question No. 17 for Technical Conference questions of Energy Probe.


MR. AIKEN:  Yes.  Just before we get on to Question 17, did you find the reference to the year-to-date capital expenditures?


MS. SCOTT:  Yes.  If you look in the answer to Interrogatory K2-1-11, and 13 and 15, it should all be there.  It's just broken down by -- and 16 -- it's just broken down by sustainment, demand and contributed.


MR. AIKEN:  So that was 11?


MS. SCOTT:  11 year-to-date.


MR. AIKEN:  Yeah.  13?


MS. SCOTT:  Sorry, number 11, 13...


MR. AIKEN:  15 and 16?


MS. SCOTT:  That's right.  That's correct.


MR. AIKEN:  Okay.  Back to question 17, it refers to Exhibit K3-5-6, and Exhibit C2, part (a):

"Please explain why the revenue of $102,544 shown in table 6 of Exhibit C2, tab 2, schedule 1, for mechanic services for generation plant charged to Energy Ottawa are not included in the corresponding figures in attachment Z of Exhibit C2, tab 1, schedule 1."


Where is the $102,544 accounted for in attachment Z?


MR. SIMPSON:  The $102,000 revenue for mechanic services for generation plant is included in attachment Z.


It's offset by the -- offset by the labour costs.  The services that are provided to Energy Ottawa is a recovery of our costs, which then reduces the revenue requirement.


MR. AIKEN:  So these costs do not show up in the OM&A component of the revenue requirement?


MR. SIMPSON:  Not on a net basis, no.  Correct.  They do not show up on the OM&A.


MR. AIKEN:  Part (b), the response to part (c) of Exhibit K3-5-6 is not clear:

"Are the revenues shown in table 6 of Exhibit C2, tab 2, schedule 1 net revenues or gross revenues?"


MR. SIMPSON:  The revenues shown in table 6 of Exhibit C2-2-1 are gross revenues.


MR. AIKEN:  Part (c):

"Please provide the fully allocated cost of providing the services for which Hydro Ottawa receives revenues from its affiliates, shown in table 6 of Exhibit C2, tab 2, schedule 1.  Please confirm that these fully allocated costs are included in OM&A expenses and included in the revenue requirement, offset by the revenue received from the affiliate."


MR. SIMPSON:  So confirmed.  They are included in the OM&A expenses and offset by the revenue received from the affiliates.


MR. AIKEN:  And can you provide the fully allocated cost of providing those services?


I don't think there is anywhere in the evidence where the actual cost is shown on -- unless you are saying it's the same as the revenue?


MR. SIMPSON:  It is.  It is fully offset, but -- just one moment.


So for the Energy Ottawa facility, human resources, IT and finance services, looking at Exhibit C2-2-1, table 6, the allocated costs on the 275,623 is the cost plus weighted average cost of capital.


So the revenues are based on fully allocated costs for services plus the weighted average cost of capital.  Similarly for the metering and data services.  The mechanic services are based on an hourly rate.  And the facilities are based on the fully allocated costs plus the weighted average cost of capital.


MR. AIKEN:  So that answers part (d), the mark-up or return.


MR. SIMPSON:  Yes.


MR. AIKEN:  So when you say it includes a weighted average cost of capital, what have you applied that weighted average cost to?


MR. SIMPSON:  Okay.  So for example, on the revenue shown for Energy Ottawa facilities, human resources, IT and finance, the revenue of 275 was an allocated cost of 257.5, marked up by the weighted average cost of capital to get you to the 275.


MR. AIKEN:  So the weighted average cost of capital is applied, essentially, to an OM&A cost?


MR. SIMPSON:  Correct.


MR. AIKEN:  Okay.  Part (e):

"Are the revenues for water heating billing services, $174,125 dollars in 2012 shown in attachment Z to Exhibit C2, tab 1, schedule 1 related to services provided to an affiliate?"


MR. SIMPSON:  No.


MR. AIKEN:  Are the -- part (f):

"Are the water heating billing services revenue shown net of cost or are the costs associated with the provision of these services included in the revenue requirement through the OM&A forecast?"


MR. SIMPSON:  The cost of the water heater billing services revenue is shown net of costs.


MR. AIKEN:  So again, any OM&A costs are not included in the OM&A forecast?


MR. SIMPSON:  The water heater service costs are not in the rate base.


MR. AIKEN:  Okay.  Question 18, the reference is to Exhibit 3-5-9 in Exhibit C2.  Part (a):

"Where in attachment Z of Exhibit C2, tab 1, schedule 1 are the revenues associated with the monthly charge for the microFIT customers?"


MS. SCOTT:  They are included with the specific service charges for USofA 2435.


MR. AIKEN:  And what is the forecasted revenues for 2012 associated with the microFIT customers?


MS. SCOTT:  As was shown in Exhibit C2-1-6, section 2.1, it's 10,000 for -- based on 161 connections.


MR. AIKEN:  Question 19 refers to Exhibit K4-1–10:

"Based on the response provided, please confirm that Hydro Ottawa has not included any costs in the 2012 revenue requirement associated with the 2012 cost of service application.  If this cannot be confirmed, please provide the total costs included in the 2012 revenue requirement associated with the 2012 cost of service application."


And please don't tell me it's $2,012.  There is too many 2012s.


[Laughter]


MS. SCOTT:  No, I can confirm that no cost for 2012 cost of service is in the 2012 revenue requirement.


MR. AIKEN:  Question No. 20 refers to Exhibit K4-1-12 in Exhibit D1:

"The evidence indicates that no adjustments to cost have been made for the 75 percent of the eligible employees that do retire each year.  Of the 37 and 16 employees eligible to require in 2011 and 2012 shown in table 1 of Exhibit D1, tab 5, schedule 1, please indicate how many would be replaced with new staff and how many would be replaced by current staff, for example, apprentices."


MR. SIMPSON:  Okay.  I will -- so first, just, I guess, speaking to positions that are projected or expected to be filled with current employees, for 2011, it's believed there would be 23 of those out of the 37.  For 2012, there will be expected to be eight out of the 16.


So of the total 31 positions, the 23 plus eight that would be expected to be filled with current employees over the two years, 24 of those are positions that would be filled by trades employees, thereby resulting in the need to hire apprentices to backfill their positions.  Hiring externally for 2011 would be 11 of the 37, and for 2012 expected to be five of the 16.  So those would be likely staffed by external resources.  However, based on the candidate's skill set and experience, you know, they may not be hired at minimum salary.  Those are likely to be external hires.


And then there is also -- the remainder would be those that we consider to be hired externally and specifically apprentices, and there would be three of those in '11 and three of those in '12, three of 37, three of 16, so six over the two years, some of them coming out of the new program and considered external hires.


MR. AIKEN:  Okay.  Thank you.


Question 21 refers to Exhibit K4-6-2.  The response to part (a) indicates that the 2009 UCC opening balance decreased by 4.5 million to 549.9 million from 545.4 million.  This statement appears to be contradictory, in that the UCC opening balance increased, while the statement indicates a decrease.  Please reconcile.


MR. GRUE:  There was a typo in Exhibit K4-6-2.  It should read "the UCC opening balance changed from 545,409,250 to 540,905,612, a change of 4,503,638".


MR. AIKEN:  Question 22 refers to Exhibit K5-2-3.  The response provided in part (g) of the interrogatory is incomplete.  The question asked for the current rate available from Infrastructure Ontario for a term of the same length as currently contemplated for the 2011 and 2012 issuances.


The answer provided was a rate for a 30-year term, while part (e) of the response indicates that the term contemplated for the 2011 and 2012 issuances ranges from less than three years to less than four years.  Please provide the rates available from Infrastructure Ontario for a five-year term loan.


MR. GRUE:  The response to part (g) is correct.  Hydro Ottawa targets its long-term debt to match the underlying assets, which typically have a life of 25 to 50 years.  Therefore, the 30-year term was used.  The three- to four-year that you are looking at is the maximum time frame before an external bond issuance would actually occur.


So we attempt to align our external bond issuances to roll over, so those notes that you see there are being put in a time frame that the maximum point that they would be rolled over into an external bond wound be three to four years, doesn't take away that they are long-term debt matched up for the underlying assets.


MR. AIKEN:  Would you take it subject to check that the Infrastructure Ontario loan rate for a five-year serial loan is 2.01 percent as of today?


MR. GRUE:  Take that for -- subject to check, yes.


MR. AIKEN:  Thank you.


Moving on to my second group of questions, which hopefully will go quickly, based on the responses to CCC this morning.  Question number 23 is in reference to Exhibit A2, tab 1, schedule 2, table 1.  Part (a):

"Please explain why the amortization expense increased from 47,320 to 47,416 in the updated table despite the decrease in rate base."


MS. SCOTT:  These questions which we received Wednesday evening, some of them I will have to respond with an undertaking.  I will try and answer your questions, and if it's not satisfactory then I would have to take an undertaking away.


MR. AIKEN:  Sure.


MS. SCOTT:  If you remember from the update I gave for Julie's question, there were three things that affected the capital expenditures -- the CIS, the suite meter, and the smart meters going back in -- which would have affected the amortization.  If you want a breakdown I would have to take --


MR. AIKEN:  No, just in terms of the three changes, the change to the smart meters and the increase for depreciation there would offset the reductions and depreciation for the other two, for the suite metering and --


MS. SCOTT:  Pretty much -- pretty much so, yes.


MR. AIKEN:  Okay.  No, that's fine.


MS. SCOTT:  Okay.


MR. AIKEN:  Part (b):

"Please provide a breakdown of the increase in the payment in lieu of taxes from 5,951 to 8,567 in the updated table.  Please include such drivers as changes in the CCA due to the delay in the CIS project."


And did you explain that in the response to Julie this morning?


MR. GRUE:  The handout this morning did show the $2.6 million change.


MR. AIKEN:  Okay.  And I see you referred to, for example, D6.11, attachment AD, and J3.11, attachment AU, so I could find that -- those changes there.


MR. GRUE:  That's correct.


MR. AIKEN:  Okay.  Part (c) I think you have also answered, the breakdown -- the decrease of 6.8 million in the 2010 load at 2011 rates.  The majority of this is for the smart meter adder, 5.3 million, right?


MS. SCOTT:  That's correct.  5.2 or 5.3 million.


MR. AIKEN:  And then the remainder is because you have less residential customers.


MS. SCOTT:  That's right.  The change in the load.


MR. AIKEN:  Okay.  Question 24, part (a):

"The causes of the deficiency shown in the updated table shows an increase in the amortization expense of 3,657."


We have talked about that.


MS. SCOTT:  Well, and this goes back to the point about the 11 million versus the 19 million revenue deficiency, and even though I now am -- sorry, in alignment with the Board's model, I still feel we need to show that smart meters is a large portion of our deficiency.


So on that Exhibit A2-1-3, the updated one, I do pull out the smart-meter-related impacts, and that's the reason why it looks like the amortization, the revenue, and the OM&A is doing something that's not in line with what I have been saying, in terms of, why did it go from 4,794 to 3,657.  Well, because I pulled out the amortization related to the smart meters and put that all in one line.


MR. AIKEN:  Yes, okay.


MS. SCOTT:  And that, yes, I think that explains maybe a number of questions there.


MR. AIKEN:  Probably part (b).


MS. SCOTT:  Yes.


MR. AIKEN:  And probably C as well.


MS. SCOTT:  Yes, the return on equity and the interest, again, looks like it is doing something that is counterintuitive, but it's because it is all grouped up in smart meters.


MR. AIKEN:  Okay.  Question 25 refers to Exhibit B1.  Part (a):

"The 2011 closing net asset balance has been reduced by 2,847, the 2011 CIP has decreased by 3,697, and please explain how much of these two changes is due solely to the CIS project and what are the drivers of the remainder of the changes."


MS. SCOTT:  So the change in the closing net asset balance for 2011 is not driven by CIS, because CIS was not capitalized in '11.  So it's driven by the suite meters and the smart meters.  The change in 2011 CIP, however, does have the change in the CIS included in it.


MR. AIKEN:  And I guess the -- what confused me is that there was a decrease in the CIP, and is that -- that's because you have pushed off some of the CIS expenditures?  Is that correct?


MS. SCOTT:  Yes, yes, in the CIP, yes.


MR. AIKEN:  Yes, okay.


MS. SCOTT:  Yes.  The 3-point-whatever million, the 3.5 that we delayed from '11 to '12, would reduce the CIP.


MR. AIKEN:  Part (b):

"Is the increase in the 2012 CIP from 27,858, the 38,866, due solely to the CIS project?  And if not, please provide the other drivers of this increase."


MS. SCOTT:  No, it's solely the CIS being delayed.


MR. AIKEN:  Question 26 refers to Exhibit B1.  Part (a):

"Please confirm that the 2011 capital expenditure net of contributed capital had been reduced from 84.888 million, as shown in the original evidence, to 78.255, as shown in the update, for a reduction of 6.63."


Which I think --


MS. SCOTT:  Yes.  I can confirm that, yes.


And just to move on to part (b), the drivers are the three things, the suite meters, the CIS and the smart meters.


MR. AIKEN:  Okay.  Question 27 I think we have already discussed.


MS. SCOTT:  Well, 27(a) and (b) and 28, I would really need to take an undertaking to give you the details for.


MR. AIKEN:  Okay.  Would you --


MS. SCOTT:  So I don't --


MR. AIKEN:  So it's an undertaking for Energy Probe 27(a), (b) and 28(a), I think you said?


MS. SCOTT:  I take it for all of 28.


MR. AIKEN:  Okay.  So for questions 27 and 28.


MS. HELT:  LT1.4, then, will be an undertaking to respond to Energy Probe Technical Conference Questions No. 27 and 28.

UNDERTAKING NO. LT1.4:  to RESPOND TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 27.

UNDERTAKING NO. LT1.5:  to RESPOND TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 28.


MR. AIKEN:  Question 29 is in reference to Exhibit B5, tab 3, schedule 2, table 1.  Part (a):

"Please confirm that there is no change between the original evidence and the update for the 2011 capital expenditures for information service and technology."


MR. SIMPSON:  That's confirmed.  There is no change there.  The change is in the CIS project only.


MR. AIKEN:  Part (b):

"Please explain the increased forecast for miscellaneous."


MS. SCOTT:  It's actually related to the smart meters.  There is a small amount of miscellaneous under the smart meters.


MR. AIKEN:  Question 30 refers to Exhibit B5, tab 5, schedule 1, table 1:

"Please provide a version of table 1 that excludes the capital expenditures related to the facility strategy and CIS transition project from the main body of the table, including the 'net total' line, but then adds these expenditures on the bottom of the table in separate lines for each of the facilities strategy and CIS transition projects, with the further net total equal to that shown in table 1."


MR. SIMPSON:  We have that table as a hand-out.


MR. AIKEN:  Thank you.


MS. HELT:  While it's being passed around, we can note that as Exhibit MT1.4.  It's a table provided in response to Energy Probe Technical Conference Question No. 30.

EXHIBIT No. MT1.4:  TABLE PROVIDED IN RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 30.


MR. AIKEN:  So if you look at this table, then, and you look at the "net total" line before you add back the CIS and the facilities expenditures, would I be correct that the net total provides a comparable set of projects to review from 2009 through 2012?


In other words, the 60 million, the 63, the 78 and the 78 are basically what you would call your normal capital expenditures?  They are comparable on a year-to-year basis?


In other words, it's business as usual; it's not special projects like the facilities and the CIS?


MR. SIMPSON:  It is.  It is, of course, business with the exclusion of the CIS and the facilities strategy, which in this context are viewed as over and above.


My hesitation would be whether in 2009 and '10, there was similar expenditures, but to my knowledge there wasn't, so I think your assumption is correct.


In any year, there are specific projects, but nothing of that significance.


MR. AIKEN:  That takes me to Question 31 -- I lost my spot for a minute -- which refers to Exhibit C1, tab 1, schedule 1, table 7.  Part (a):

"Please explain why the updated table shows a reduction in the 2011 residential customers as compared to the original evidence, but an increase in the kilowatt-hour sales from 739,200 to 900,000."


MS. SCOTT:  Yes.  The reason it shows an increase is because in the first table there was an error.  And this also refers to VECC 19.


The 739,200 was actually just for one month.  It should -- for the whole year it would have been 6,375,600.


So there is actually a decrease.


MR. AIKEN:  Part (b):

"Please show how the 5,400,000 kilowatt-hour figure for 2012 residential volumes was estimated."


MS. SCOTT:  We took 600 kilowatt-hours per unit that was converted.


So in the first six months, there was 500 units converted, so six times 500 times 600.


And in the last six months, there were 1,000 units total converted, so six times 1,000 times 600.


So that gives you your 54 –- 5.4 million kilowatt-hours.


MR. AIKEN:  Part (c):

"Please confirm that Hydro Ottawa originally forecasted a loss of nine GS greater than 50 customers in 2011 and 2012 as a result of conversions to suite metering, but is now forecasting a total of three conversions through to the end of 2012."


MS. SCOTT:  That's correct.


MR. AIKEN:  Part (d):

"Please explain how the kilowatt sales loss for 2011 and 2012 have been forecast for the GS greater than 50 class.  Please explain how the corresponding losses in the original evidence were forecast and explain any difference or changes that have taken place."


MS. SCOTT:  Now, in this case, I used a kilowatt per each of the units converted.  So six times 500 times one kilowatt, and then six times 1,000 times one kilowatt, to get the reduction in the demand in the general service class.


MR. AIKEN:  Question 32, Exhibit C1, tab 1, schedule 1, tables 7, 10 and 11:

"Please explain why the GS 1,000 I average customers and year-end customers in the updated forecast for 2011 and 2012 are only one and three higher for the averages and four and three higher for 2011 and 2012 year-end, when the number of conversions shown in table 7 are three lower in each of 2011 and 2012."


MS. SCOTT:  Because it was a mistake.  They were not counted properly.


MR. AIKEN:  So I assume the mistake was in the original, and the correct is in the update?


MS. SCOTT:  No, no, no.


MR. AIKEN:  No?


MS. SCOTT:  I think they both were wrong, actually.  And when we do it a third time, which, as you'll see in the answers to one of the other questions, we will get it right the third time.


MR. AIKEN:  Okay.  Question 33, Exhibit D6, tab 1, schedule 1, attachment AD:

"Please explain the reduction in the historical year UCC decrease in CCA class 50 in the updated evidence, as compared to the original evidence."


MR. GRUE:  If I could refer you to K4-6-1 (b), which is Board Staff Question 48(b), we do explain that variance in quite detail.


But in short, in the final tax compliance filing, there was $1.8 million in computer additions moved from class 50 to 52, which accounts for that difference in that class.


MR. AIKEN:  Class 52 is the one with the accelerated, accelerated write-off, if I remember correctly?


MR. GRUE:  Yes, that's correct.  It was the 100 percent, with no half-year rule.


MR. AIKEN:  Yes.  Question 34 refers to Exhibit E1, tab 1, schedule 1, table 1, updated.  Part (a):

"Has Hydro Ottawa issued the September 1st, 2011 promissory note to Hydro Ottawa Holding Inc.?  And if yes, please provide the amount and rate actually issued."


MR. GRUE:  That note hasn't been issued yet.  It was to be reviewed at the end of Q3, with the remaining forecast.


MR. AIKEN:  Part (b):

"Please provide a copy of the loan agreement between the holding company and its source of the financing that is used to finance Hydro Ottawa."


MR. GRUE:  This is an interesting question.  I guess there wasn't any particular document that we could point to.


The holding company uses three sources, basically, to finance its subsidiaries: internal cash, short-term credit facilities and bond issuances.


 Internal cash, in 2008 we sold our telecom business, and for proceeds of $63 million, so that was certainly a big source of financing over the last two, three, four years.


We have provided a short-term credit facility document in the last year, and I believe we have that again for this year as a handout.  And we also have brought the two bond supplementary indentures that were issued in 2005 and 2006 which were passed along to Hydro Ottawa Limited.


MR. AIKEN:  And you have -- oh, okay.  I see Patrick undoing some paper here.


MR. GRUE:  That's why we made him drive up.


[Laughter]


MS. HELT:  Perhaps while they are being handed out we can mark these as exhibits.  We will mark the document series 2005-1 supplemental indenture dated February 4th, 2005 as Exhibit MT1.5.

EXHIBIT NO. MT1.5:  DOCUMENT SERIES 2005-1, SUPPLEMENTAL INDENTURE DATED 4 FEBRUARY 2005

MS. HELT:  Document MT1.6 -- or Exhibit MT1.6 will be the document entitled series 2006-1 supplemental indenture dated December 20th, 2006.

EXHIBIT NO. MT1.6:  DOCUMENT SERIES 2006-1 SUPPLEMENTAL INDENTURE DATED 20 DECEMBER 2006

MS. HELT:  And Exhibit MT1.7 will be a document from Scotiabank dated June 21st, 2011 to the attention of the chief financial officer with respect to an attached terms and conditions sheet, referred to as a commitment letter.

EXHIBIT NO. MT1.7:  DOCUMENT FROM SCOTIABANK DATED 21 JUNE 2011 TO THE ATTENTION OF THE CHIEF FINANCIAL OFFICER RE:  TERMS AND CONDITIONS SHEET


MR. AIKEN:  And then I'm on to my last question, question 35, Exhibit G1, tab 1, schedule 1, attachment AJ.  The table on page 3 in part (d) shows the increase in the sentinel lighting revenue-to-cost ratio in 2013 and '14.  Which rate class will benefit from the increased revenues from the sentinel class, even though they get lost in the rounding, I am sure.


MS. SCOTT:  I don't know yet.  At the moment I would say it's the one that would be the farthest away from -- farthest under -- or the other way -- the farthest away from 1, but I would point out that it's a matter of 1,000 or so dollars.


MR. AIKEN:  It would be the one furthest over 1.


MS. SCOTT:  That's right, sorry, yes, the one furthest over above 1.  So I think at the moment it's the unmetered scattered load class.


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


MS. HELT:  Thank you, Mr. Aiken.


Next in order is questions from Board Staff, and Ms. Binette on behalf of Board Staff will lead off.

Questions by Ms. Binette:


MS. BINETTE:  I guess it's still morning, so good morning, panel.


The first Board Staff question is a general question related to the revenue-requirement work form, and with the updates and interrogatory responses filed on the 14th of September.  The RWF was filed, but we noticed that column 1 did not reflect the actual initial application.  It had actually -- did not.  It didn't reflect what was filed on June 17th, so we are asking that those be re-filed with June 17 numbers.


MS. SCOTT:  Yes, we will re-file them in an XLS spreadsheet with the undertakings.  We didn't bring them here today, but it will be done.


MS. BINETTE:  Okay.  And just as a reminder on that, if there are subsequent changes with the technical conference, then they would need to be reflected as well.


MS. SCOTT:  So just for my clarification then, the original column always stays the original column?


MS. BINETTE:  That's right, that's right.


MS. SCOTT:  Okay.  No, that's --


MS. BINETTE:  We don't need an -- do we need an undertaking?  I think that that's fine.


MS. SCOTT:  It will be in response to that question, yes.  We will have the two models.


MS. BINETTE:  All right.  And then the next staff question relates to service quality about the contribution related to human element.  And if you had any data on the percentage related to incorrect record-keeping?


MR. BENNETT:  Incorrect record-keeping data, we have some information here regarding 2007, '08, '09, and '10 on the number of interruptions in the customer account.  It's a very small percentage.  But I can give you, for example, 2007, number of interruptions related to incorrect records was 1, for a total number of 360 customers interrupted; 2008, three, for 439 customers interrupted; 2009, zero; and 2010, two interruptions.  Customer interruption total, 753.


MS. BINETTE:  Okay.  Thank you.


The next staff question relates to rate base and the staff IR8, and this question asked Hydro Ottawa about the inclusion of $2 million in rate base for the acquisition of land for the new operations centre and administration building, and the response stated that the test for inclusion in rate base is used or useful.  Can you provide the reference for that test?


MR. SIMPSON:  Yes, we're providing two handouts related to that reference.  The first reference is PowerStream decision of July 2009, EB-2008-0244, and the second reference is Divisional Court decision of 1983 between Union Gas Limited v. The Ontario Energy Board.


MS. HELT:  We will just mark those as exhibits, if you can just give me a moment.


So marked as Exhibit MT1.8 will be an Ontario Energy Board decision, EB-2008-0244.

EXHIBIT NO. MT1.8:  ONTARIO ENERGY BOARD DECISION, EB-2008-0244


MS. HELT:  And Exhibit MT1.9 will be a decision of the Divisional Court, Union Gas Limited v. Ontario Energy Board, dated November 1st, 1983.

EXHIBIT NO. MT1.9:  DECISION OF THE DIVISIONAL COURT IN UNION GAS LIMITED V. ONTARIO ENERGY BOARD, 1 NOVEMBER 1983

MS. BINETTE:  As a follow-up, and just as a -- so just as a reminder for myself, what are the completion dates for those two projects, the operations centre and the admin building?


MR. SIMPSON:  Just one moment.  I can look it up in the exhibit specifically, but they are in the 2014 to 2016 range.


MS. BINETTE:  Okay.  So the next question relates to capital expenditure, and specifically fleet.  In response to Board Staff Interrogatory 14, Hydro Ottawa indicated that the fleet life-cycle table in that particular interrogatory response -- or that section of the evidence came from a survey done by Chatham Consulting Inc.


In response to Staff Interrogatory 79, there was a fleet replacement standard table provided, and I was wondering what the source of data for that particular fleet replacement standard table was.


MR. SIMPSON:  The standard in K11.11, Board Staff IRR 79, is an IFRS-related question.


So the useful lives there were compiled from our actual fleet management experience and our intended replacement schedules, where the document previously referenced the fleet management and benchmark survey as a contributing factor to that experience.


MR. BINETTE:  So the actual fleet management practice, then, would be based on what's in IR 79?


MR. SIMPSON:  Yes.  IR 79 is a more accurate depiction of our intended lifecycle, and our updated useful lives, related to the work done through our IFRS project.


MR. BINETTE:  Staying with fleet, the next question speaks about the six additional vehicles that are proposed for purchase for training purposes.  And specifically, half a million dollars in 2012, in the test year, and we were looking for any references to other distributors who would purchase vehicles for such purpose.


MR. SIMPSON:  I am not aware of the specific fleet practices of other LDCs in Ontario that have apprentices.  We do know from our contacts that Toronto has a somewhat similar program, in the sense of hiring a number of apprentices at one given time.


We do know that as the apprentices come into the fold, essentially, they do in a very short period of time end up working on distribution assets, and they are additional workforce and staff for us.  So they need -- the fleet requirements are that we need additional vehicles for them to be part of the workforce.


MR. BINETTE:  The next set of questions relate to the Green Energy Act plan, and I am going to turn the questioning over to Mr. Zwarenstein.

Questions by Mr. Zwarenstein:


MR. ZWARENSTEIN:  Good morning.


The first question, No. 6, relates to constraints on the Lisgar TS, and Hydro One and OPA indicated that there was -- didn't appear to be a plan to fix that, and we were wondering if there had been any response to that.


MR. BENNETT:  With regards to their letter?


MR. ZWARENSTEIN:  Yes.


MR. BENNETT:  We have had a verbal response with them.  It was a matter of clarification regarding the Lisgar constraint, that it was a thermal constraint as opposed to a loading constraint.


MR. ZWARENSTEIN:  And can you indicate whether the limitation at Lisgar would have any impact on the 2012 Green Energy Act budget?  Will it be fixed or not fixed?


MR. BENNETT:  The limitations are associated with a Hydro One asset, so Hydro One is responsible for rectifying that situation.


MR. ZWARENSTEIN:  And it won't affect any of the plans indicated for 2012?


MR. BENNETT:  No.


MR. ZWARENSTEIN:  Question 7, Hydro Ottawa has indicated that it is seeking approval for GEA project costs for the test year, with the expectation of a prudence review of actual costs at the time of disposal of the deferral accounts in the future.  On the other hand, Hydro Ottawa also states that capital expenditures are included in rate base.


So given that we would expect a prudence review for inclusion in the rate base, can you clarify what the Hydro Ottawa intention is, really, in that?


MS. SCOTT:  As Bill mentioned in response to some of Dana's questions, there are projects in 2012 that are in rate base that we consider they positively impact our smart grid capability, but they are not Green Energy Act projects.


So that's -- I guess that's the distinction between those two things.  So any specific Green Energy Act projects, we have said will go into the deferral account, but these other projects which are part of our sustainment budget, which positively impact our smart grid capability, are included in rate base.


And I think Mr. Bennett listed a few of them earlier, when you talked about the '11 ones, yes.


MR. BENNETT:  They are in an interrogatory.


MS. SCOTT:  Yes.  In that -- I think it's the Board Staff IR 20 there is a list of projects which...


MR. ZWARENSTEIN:  Okay.  Question 8, we asked that you identify OM&A costs related to staffing which pertain to the initial investment, which is the distinction for energy -- Green Energy Act-eligible.  And we asked if it does relate -- if it does not relate to initial, what is the split, so that we can identify what is the initial?


MS. SCOTT:  No, the three -- there is three positions within that OM&A of 320,000, and they don't relate to the initial.


They are all 100 percent on FIT and microFIT.  So I haven't completed the chart because it's all 100 percent FIT or microFIT.


MR. ZWARENSTEIN:  Question 9, Hydro Ottawa provided a calculation of direct benefits intended to be illustrative, and then I think you subsequently indicated that that should not be assumed to be a request.


So could you summarize how Hydro Ottawa's request for recovery is to be accounted for?


MS. SCOTT:  The only thing we are asking to recover at this point is the 320,000 in the OM&A, and there is no component of provincial recovery within that.


What we have said is when we go forward to dispose of a deferral account, then we will look at the direct benefits, and if there is some calculation for the provincial recovery, we would do it at that point.


MR. ZWARENSTEIN:  Okay.  Thank you.

Questions by Mr. Cheung:


MR. CHEUNG:  Good afternoon, everyone.  My name is Silvan Cheung.  I'm going to ask only two questions that related to load forecasts.


The first question is No. 10:

"In its response to Board Staff IR No. 25, Hydro Ottawa explained that the differences between the load forecast value listed on table 3, 6 and 8 are due to distribution losses.  Please provide a distribution loss value for the period from 2005 to 2011."


MS. SCOTT:  Exhibit H4-1-1, table 1 provided losses as a percentage of purchases for '06 to '10, and I can give you -- the number for '05 was 3.33.


And 2011 to date is 2.46, but I wouldn't put a lot of store in that, because if you know anything about losses, they fluctuate with the unbilled quite extremely.  So that is the number to date, but I don't think it's representative of what our year-end number will be.


MS. CHEUNG:  For 2011, what number that you use in the evidence -- do you use the same number as 2012, which is 1.0357?


MS. SCOTT:  For the loss factor, yes.  So one is losses as a percentage of purchases, and then the loss factor.


But yes, we use the 1.0357.


MS. CHEUNG:  Okay.  Thank you.


Next question, part (a):

"In Exhibit C1-1-2, attachment Y, page 7, the customer number for GS less than 50-kilowatt for the month of December 2010 is 23,548, and on page 8 of the same reference, the customer number for GS less than 50 kilowatt for the month of January 2011 is 23,502.  Please provide a reason for the decrease in customer number forecast for GS less than 50 kilowatt."


MS. SCOTT:  My simple answer is that's what the forecast said, but I have requested further information on why that comes out in the forecast.  So for both -- for all 11(a), (b) and (c) -- and then I think in (b) and (c), you are asking for some models -- we will provide that as an undertaking.


MR. CHEUNG:  Okay.


MS. HELT:  Undertaking LT1.5 will be to provide a response to Board --


MS. SCOTT:  We had a 1.5 for EP 28.


MS. HELT:  Okay.  Then LT1.6 will be a response to Board Staff Technical Conference Question No. 11.

UNDERTAKING NO. LT1.6:  to RESPOND TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 11.


MS. HELT:  So just to be clear, then, I had LT1.4 as the Hydro Ottawa response to Energy Probe Technical Conference Questions 27 and 28.


So you are proposing to have them marked as -- the response to Technical Conference Question 27 as LT1.4, and then the response to Technical Conference Question 28 as LT1.5?


MS. SCOTT:  That is what I heard.


MS. HELT:  All right then.  Then that's what we will do, just so that we are all clear on that.  And then LT1.6 is a response to Board Staff Technical Conference Question No. 11.  Thank you.


MS. BINETTE:  So we are going to continue with Staff questions, and now we are moving on to OM&A.  Staff Question 12 asks about the variance between 2010 actual and the OM&A expense that was provided in the 2010 application.  And so there was a $6 million variance, and one of the explanations provided was that delays in hiring and vacancies account for 2.1 million of that variance.


So what's the relationship between that variance and the sort of the 3 percent factor that you are applying for 2011 and '12?


MR. SIMPSON:  In our budgeting for 2010 we used a 1 percent vacancy factor, which was approximately 700,000.  And as you've -- essentially, that becomes a credit in our compensation for an expectation of compensation funds that won't be spent due to normal turnover of staff.


As you have seen, the actual experience for 2010 was about 2.1 million.  We have revised our budgeting practice on -- for vacancy allowance for the 2010 -- '11, sorry, 2011 budget already to use a 3 percent vacancy factor, which, based on the trend of 2010 and a couple years previous, seems to be more appropriate for the normal turnover of our staff.  So we have applied that in 2011 and carried it forward as well for 2012.


MS. BINETTE:  Thank you.


And then the next question is a very simple question about asking about the actual LEAP expense -- or the LEAP expense projection, using 2012 forecast.


MS. SCOTT:  Yes.  So using -- based on '08 was 173,400.  If we used the MIFRS service revenue requirement of 168 million, it would increase to 201,962.


MS. BINETTE:  The next -- Staff Question 14 asks about eligible retirements and actual retirements.  There were several questions from parties on this particular matter.


In response to Staff IR 40, actual numbers were provided.  So eligible -- staff eligible and staff actual -- in this particular question 14 we have calculated the percentage, who have retired based on that, and that's provided in the second-last column of this particular question.


Hydro Ottawa, in response to School's Interrogatory No.45, provided percentages, and the question was to explain the differences between the percentages, say, for a given year in 2007.  In response to the Staff IR it would have been 50 percent, whereas in response to the School's IR it was 25 percent.


MR. SIMPSON:  Yes, so as a precursor to this answer I just would like to get to the Board Staff IR40, K4-4-1.  And the reason I wanted to start from there is, the point is made there that the forecasting of retirements is both a science and an art, and essentially what you have uncovered is two different responses that were provided to two previous IRs, both the SEC IR45 and the Board Staff IR40.


On reflection there are some inconsistencies between those responses, so in fact what we have done is we have a handout to provide an updated response.


But I would also just like to take the moment to sort of speak to the -- of how the numbers are crafted.  To look at these as eligible and actual within each year, as was done for Board Staff 40, loses some of the perspective of an individual becoming eligible for retirement in perhaps December of one year and then actually retiring in January of the next.


So really, I think what we need to look at is a cumulative perspective on and an analysis of when it is that employees retire based on their eligible -- as compared to their eligible retirement date.


So in the updates you have received, we have recast the numbers to try and clarify that, and ultimately what you get is an amount over the years, and of the 35 actual retirements that are shown -- well, I will walk you through the table now that you have it.


So prior to 2008 -- and this response again is going to be slightly different than what we gave before, because we used a little different time frame, and it depends where you cut things off as to what percentages you get when folks retire versus when they are eligible to do so.


So prior to 2008 we had seven on the books who were eligible to retire but had not.  Carrying that forward, in 2008 there were seven more that hit that category, for an eligible cumulative of 14, four actual retirements, and then the balance flows from there.


So you can follow it year by year right up to our 2011 year-to-date numbers of 11 retirements against the 37 that were eligible as per the documentation, where eight -- there had been eight actual retirements in 2011.


So the note there is that, of the 35 actual retirements that we have seen since 2008, 72 percent of those have retired within six months of their eligible date.  And then 29, at the bottom right of the cumulative column there, there is 29 that as of right now remain eligible on a cumulative basis, primarily from 2010 and 2011, where you can see that's when there has been, especially in 2010, a significant increase in those that are eligible.


MS. HELT:  At this time we can mark this as Exhibit MT1.10, response to Board Staff Technical Conference Question No. 14A, which is a table showing the number of employees eligible for retirement and the number of actual retirements for the years prior to 2008 through to year-to-date.

EXHIBIT NO. MT1.10:  RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION 14A


MS. BINETTE:  And I can appreciate it's difficult to give, I guess, discrete numbers in your analysis.


So there are a few other follow-up questions on that particular matter, and that was to give year-to-date kind of numbers, in terms of your expectations, so I am not sure it's all reflected here.


So of the 37 that -- this is part (b) of that question.


MR. SIMPSON:  Yes.


MS. BINETTE:  So of the 37, what has been the experience to date?  And is that reflected here?


MR. SIMPSON:  I believe it is, but I can fill it in a little further.  So of the 37 cumulative eligible to retire in 2011, there have been eight actual retirements to this point, and there has been three additional that have provided formal notice to retire in the coming weeks and months.  And of those, I believe, from the handout the last note there, of the eight retirements in 2011 date, back -- to date, back to my previous point of trying to compare within the year, two of those became in eligible in 2011, five in 2010, and one of them back to 2008.


MS. BINETTE:  And then it was to -- part (c) of that question was to break that down in terms of the trades group.  Were there -- 20 were provided in the evidence as the forecast.


MR. SIMPSON:  Right.  So of the trades -- and this is not on the handout.  I will speak to it -- there have been four retirements in 2011 and two additional notices received.


MS. BINETTE:  Thank you.


And the final question in that particular area was, the yearly benefits table provided in the evidence was on a head-count basis.  At least that was the response for the interrogatory.  And the question was whether there were any other tables in the pre-filed evidence that were on a head-count basis as opposed to FTE.


MR. SIMPSON:  The attachment AC, which is referenced, is on an FTE basis.  Some of the averages on the budget for 2011 and 2012, where the averages are calculated, were based on full head count.


MS. BINETTE:  This is attachment AC that you are talking about?


MR. SIMPSON:  Yes, it is.


MS. BINETTE:  So I guess with respect to the actual Exhibit D3-1-1, there are tables in there.  Were they on FTE or head count, or is it a mix of both?  The particular one that we pointed out was on the benefits table, which ended up being on a head-count basis.


MR. SIMPSON:  Excuse me.  I will just flip to it.


MR. BINETTE:  Would it help to respond later?


MR. SIMPSON:  No.  Well, it might.  Give me a minute, though.


So is there a specific table in D3-1-1, sorry?


MR. BINETTE:  Not specifically; I am just asking for clarification.


MR. SIMPSON:  The -- sorry, in reviewing this, I went to attachment AC.  And in attachment AC, the information is based on FTE for the budget years 2011 and '12, and all the historical years on based on actual FTE, rather than headcount.


MR. BINETTE:  So could we clarify -- and perhaps this is -- this should be very quick.  If we could get just a quick scan of D3-1-1 as an undertaking for headcount versus FTE?


MR. SIMPSON:  Yes.


MS. HELT:  That will be Undertaking LT1.7.

UNDERTAKING No. LT1.7:  TO PROVIDE FIGURES FOR HEADCOUNT VERSUS FTE IN EXHIBIT D3-1-1.


MR. RUBENSTEIN:  I was wondering if I could ask a question based on this sheet while we are here.


I was wondering if you could undertake to provide, for all the actual retirements from 2008 to 2011 on this chart, all 35, if you can provide the average length of time from eligibility until retirement date.


MR. SIMPSON:  That would have to be an undertaking, for sure.


MR. RUBENSTEIN:  That's fine.


MR. SIMPSON:  And I would think we could do that, yes.


MR. RUBENSTEIN:  And then, as well, for those who are eligible but who have not retired, if you could break it down into, let's say, six-month intervals -- or shorter or longer, I will leave that up to you -- from their date of eligibility, how many employees would fit in -- say that there is five that were eligible six months ago but haven't retired, five within a year.


MR. SIMPSON:  For those that have not --


MR. RUBENSTEIN:  Not retired, but are eligible, that are currently eligible for retirement.


MR. SIMPSON:  This is all data that can be gathered.  I guess the point I would like to make is the first point I was making related to the IR, that ultimately the purpose of this is for a forecast of retirements and timeframe versus eligible retirements.


And there is some art in that; it's a matter of human behaviour.  It's a matter of conversation.


We can scrub the data a little further.  I don't know that it necessarily projects forward into the reality of what our expectation is for how it will go forward.


As you have seen in the evidence, we have seen our average age of retirement drop by a full year just between last year's submission and this one, so we are seeing all these are factors that are taken into account as far as estimating when it is people will retire, from a percentage basis.


MR. RUBENSTEIN:  That's fine.  I recognize that it's not a perfect science, but I am just trying to get an idea what the lag is between someone's eligibility and when they retire, as best that I can.


MS. HELT:  So is that, then, an undertaking from Hydro Ottawa?  And just if I can reiterate, to see if I have got it right and so that it's clear on the record, there was a request for Hydro Ottawa to -- with respect to the chart that is Exhibit MT1.10, to further break that down and to provide -- there were two components to it -- the average length of time between an employee's eligibility date to the retirement date, and the second part is the average length of time from the eligibility for retirement date, but not yet retired; is that correct?


MR. RUBENSTEIN:  Yes.  Broken down into, let's say, six-month intervals.  You were talking before, because it's not good to do it on a year-to-year basis as was in the evidence, as the IRs had asked.  So, say, on a six-month basis how many within the first six months of their eligibility have now retired.


MR. SIMPSON:  So maybe just to be clear on what we are taking away, because the data can be run in any particular way, but if an individual became eligible for retirement in July of 2011 and has not yet declared their retirement date, what category are we putting that in?


MR. RUBENSTEIN:  Zero to 6 months that they have become eligible, and then six to one year and so on.


MR. SIMPSON:  And on a similar basis to what we have done here, that we would go back as far as 2008?


MR. RUBENSTEIN:  That's fine.  I mean, if you have data from before that, sure, but 2008.


MR. SIMPSON:  Is sufficient?


MR. RUBENSTEIN:  Yes.


MR. SIMPSON:  We can do that.


MS. HELT:  All right, then.  That will be Undertaking LT1.8.

UNDERTAKING NO. LT1.8:  TO PROVIDE IN SIX-MONTH INCREMENTS AVERAGE LENGTH OF TIME BETWEEN AN EMPLOYEE'S RETIREMENT ELIGIBILITY DATE TO ACTUAL RETIREMENT DATE, AND AVERAGE LENGTH OF TIME FROM THE RETIREMENT ELIGIBILITY WHERE EMPLOYEE HAS NOT YET RETIRED, FROM 2008 TO PRESENT.


MR. BINETTE:  The next Board Staff question relates to PILs, and I believe it's already been answered, to the extent that I believe it was Mr. Aiken asked the question.  And I believe it was an error in terms of the typo.


MR. GRUE:  That's correct, the EP No. 21.


MR. BINETTE:  So then we can move on to capital structure and smart meters, and Mr. Ritchie will take over.

Questions by Mr. Richie:


MR. RITCHIE:  Thank you, Ms. Binette.


I have a -- I guess there are a number of questions, and I guess we will just see how far we progress before the break, because there may be some -- this may take a few minutes.  It's in your hands, Ms. Helt.


MS. HELT:  Certainly, Mr. Ritchie.  I would propose that we aim to stop at around 1:00 o'clock for an hour's lunch break, or until 2:15 or so.  So if you can see how your questions are going, and then break at an appropriate time or suggest a break?


MR. RITCHIE:  Okay.  Thank you.


The first question under the Issue 5.1 was dealing with the actual ROE for the years 2008 to 2010 and the forecasted ROE for 2011, and we asked for an explanation of the differences between these ROE and the ROE provided in the Exhibit E1, tab 1, schedule 1, attachment AF.


Now, I think this may have been answered this morning.  I must confess I was down, just trying to monitor, but if there is anything further?


MR. GRUE:  I think the question this morning was more about the 10.7 percent, particularly in '09, what that rate was.  I can give you a little more details on those differences between K5.1.2 and E1-1, attachment AF.


2008 -- and I will just go back and forth between K5.1.2 and E1-1-1, attachment AF --2008 showed 9.6 percent versus 9.7 percent.  It basically is a rounding between different reports.


The 2009 was 10.7 versus 10.7; there was no difference.


2010, 9.3 percent versus 10.3 percent.  The calculation in K5.1.2, the 9.3 percent, was before the gain for accounting purposes.


And in 2011, it was 8.4 percent versus 9.58 percent.


K5.1.2 is per the pro forma forecast in A3-2-1, attachment L, provided that 8.4 percent.  And E1-1-1, 9.58 percent was the deemed rate that we used in the rate application.


MR. RITCHIE:  Moving to the next one, and this is with respect to K5.1.4, which is a response to VECC IR 45, and in part (d) of the response, Hydro Ottawa states that:

"The administration fee covers expenses incurred by the holding company which are not covered in the regular service level agreement.  These include credit agency fees, ongoing communications meetings with the credit-rating agencies, ongoing meetings and communications with investment bankers, ongoing meetings and communications with cash management and credit facility bankers..."


Et cetera.

"Executive time for presentation preparation, meetings and travel are typical costs that are covered by the financing administration fee."


And again, looking at the grid promissory note that is in Exhibit E1, again, it's an administration charge that's equal to basically ten basis points.


I guess on this one I am trying to figure out how these relate to the administration of the debt, or again, are they solely related to maintaining a relationship of the holding company with participants in the financial markets?


MR. GRUE:  The objective of the ongoing communications with the rating agencies, the investment bankers, et cetera, is to maintain an understanding of the financial markets, both current and forecast, not just to maintain a relationship.  Obviously, that information is important as we try to understand financing when we renew our credit agreements, et cetera, what the appropriate rates would be in that, if we were to go to the bond market, perhaps what the rates would be indicative.


So it's not just to maintain an ongoing relationship.  It is to have, obviously, a good market intelligence of the financial markets.


MR. RITCHIE:  But I guess then when you are actually negotiating the way it's described in the promissory note you are actually then applying the Board's methodology for establishing I guess what I will call the base rate, as opposed to what in fact you can get in the market for the debt cost?


MR. GRUE:  So what is your question on that?


MR. RITCHIE:  Well, I guess, basically to how in fact are you using these ongoing meetings and that to sort of like establish sort of like this market intelligence as to how you, you know -- for what you can raise the debt, and in fact what would be an appropriate rate for sort of these interim issues or lendings between the holding company and Hydro Ottawa.


MR. GRUE:  Well, the administration side is not just in one instance where you are actually going to do a debt issuance, actual, or whether we use the deemed.  As I said, it's an ongoing process.  Obviously, we know our credit facility short-term every year.  We have to meet with the rating agencies ongoing every year to maintain our credit rating, which also works into our short-term and long-term debt.


So it's not specific to one debt issuance or anything.  It's really the requirement of the executive and the fees that we have to pay to the rating agencies, et cetera, on an annual basis that go into that admin fee.


MR. RITCHIE:  Okay.  I guess in the part (b), these costs for this administrative activities, as you're classifying them, are they apportioned or allocated, you know, between Hydro Ottawa and the holding company or other affiliates of Hydro Ottawa?


MR. GRUE:  The administration fee is solely based on the amount of debt issued through notes.


MR. RITCHIE:  Okay.  How do you actually track the time and cost for these activities, I guess, internally?


MR. GRUE:  We don't specifically track those costs, because they do go across the entire holding company, various business use, like the president, the financial communications, legal, so they are not tracked specifically in one business unit.  A number of them, obviously, are in the financial area, where we record all the rating-agency fees and subscription fees to Bloomberg and Consensus, et cetera.


MR. RITCHIE:  Okay.  So you don't have any sort of estimate as to what are your actual costs for this type of activity?


MR. GRUE:  We don't go through a spreadsheet type analysis, but, as I say, you know, we have the actual costs that we have to pay the rating agencies, renewal of our credit facility, subscription fees, to emulate the OEB methodology, and then obviously it doesn't take much percentage of time in, I would say, those four or five other areas in the holding company of time, of executive that's not allocated out through SLAs to reach, I think it's about 300-and-some-thousand dollars a year that the admin fee adds up to.


MR. RITCHIE:  Okay --


MR. HARPER:  Can I -- I think you may have answered the question.  I just had a couple of short ones.  I think you answered my first one, was, was these costs for the holding company, they are collected through an admin fee, as opposed to being collected through, say, a corporate allocation process, which would have been another way of doing it.  And I think you mentioned they are not included in the SLAs, and I just wanted to confirm that.


MR. GRUE:  That is correct.  In many ways it might have been simpler to include them all in the allocation back in 2005 when we did our first actual debt issuance, is when they started, and they were separated at that time, and we have kind of continued that practice.


MR. HARPER:  And to pick up further, it sounds, just to follow up on Mr. Ritchie's question, you said they were allocated -- they're signed based on the debt issued, so that if there were other affiliates that had debt you would be allocating these admin fees between the various affiliates, including Hydro Ottawa, based on the amount of outstanding debt in each of those affiliates --


MR. GRUE:  That's correct.


MR. HARPER:  -- including Hydro Ottawa.  Okay.  Thank you.


MR. RITCHIE:  Okay.  The next question then -- we are now moving on to issue 5.2, and about the proposed long-term debt rate --


MR. RUBENSTEIN:  Sorry, if I can just jump in, because I had a similar question in my interrogatories.  Can you provide us with the breakdown of -- I mean, you talked about, it was roughly $300,000 in the administration fees for the various categories.  Could you provide us with a breakdown?


MR. GRUE:  I had that for your Question No. 15, when you asked that, but in the 2012 rate application the admin fees are $340,000, based on the admin fees attached to the notes, as indicated in one of the tables.


MR. RUBENSTEIN:  Thank you.


MR. RITCHIE:  Okay.  Moving on, the issue 5.2, the first question under that is referring to Exhibit K5, tab 2, schedule 1, and this is a response to Board Staff IR No. 51, and basically in that original interrogatory, part (d) of it asked for an explanation of differences in the levels of the transaction costs and admin costs for long-term debt prior to and including the issuance of June 1, 2010.


And in the response that was given it only showed the table really under part (a), and so we are asking for the response to part (d) of the interrogatory.


MR. GRUE:  Sorry, I am not clear on your question.  I think you had said you wondered why they are not consistent on all?


MR. RITCHIE:  No.  Well, yes, why they are not consistent.  Again, the original part (d) question was, please explain any differences in the levels of transaction costs and admin costs for the long-term debt prior to and including the June 1, 2010 issuance.


MR. GRUE:  So we began, as I said, using inter-company debt in 2005, and on that schedule in K5-2-1, table 1 we indicated a breakdown of the underlying interest rate, the issuance costs, and the admin fees.  The first three promissory notes went out fairly quickly, and two of them were based on actual, and the remaining was on the deemed rate at the time.  At that time we did not attach any costs to it, because we just used the deemed rate.  Our process has evolved as the cost of capital has evolved with the OEB as well.  All the subsequent notes issued we did add the 10 percent -- or, sorry, ten basis points admin fee.


Starting in this year with the forecast, we were trying to emulate what an actual debt issuance would look like, as well as starting to use the OEB methodology, so we subscribe to Bloomberg, Consensus, to get that underlying long-term rate and calculate that every month so that we can have the most up-to-date information, and then to that we added the issuance costs and the admin fee.


So that's what you see in that table, that we tried to evolve, as I say, with the OEB's methodology, as well as our own, to have a consistent approach and emulate an actual debt issuance.


MR. RITCHIE:  Okay.  Now, I guess on that -- but you are actually not issuing any debt by the holding company for -- related to the issuance from December 21, 2009 up to the forecasted July 2012?  Like, they are not actually going out and getting external debt?


MR. GRUE:  Well, the timing of external debt and the internal debt isn't fully synchronized, obviously, and a good example of that is our external 2005-2000 (sic) debt issuances.  They weren't matched up with the timing of our rate applications, et cetera, so there was costs incurred there.  So these should -- over time, obviously -- balance out as we do debt issuances.


We don't do them annually; we are not that size that we need to do that.  As noted before, we've been using internal cash that we received on the sale of our telecom business for the last two, three years.


We do anticipate in 2012 that we would likely be doing an external debt issuance, and as well, in 2015 when our 2005 bonds renew, we will be doing, definitely, another bond issuance.


MR. RITCHIE:  But in terms of the current 2012 rate year, subject to, I guess, whatever updates, and you did mention earlier that the September 1, 2011 note was actually -- has not been issued and is up for review, but in terms of the table 1 or what's in your Exhibit E1, that is your evidence as to what, in fact, will be the debt costs that Hydro Ottawa will have and should be used for setting its rates for 2012?


MR. GRUE:  I believe that's correct.  As I say, we are trying to emulate what an actual debt issuance will be, which we anticipate we will have at least two in the coming three, four years.


MR. RITCHIE:  The second part of our question was that about the July 5th, 2011 and September 1, 2011 promissory notes.  I believe there, in fact, may have been an IR that contained the July 5th, and you have just said that the September 1 is subject to review at the end of this quarter?


MR. GRUE:  That's correct.  We have issued the July 5th one.  I believe we brought a copy of that, if you would like a copy of that.  And September's has still not been issued, as per Energy Probe No. 34(a).


MR. RITCHIE:  Again, I guess to the extent -- I guess I am subject to check whether the July 5th note has actually been filed on the record.  I...


MR. GRUE:  I don't think it has been filed.  I believe we brought a copy of that for hand-out.


MR. RITCHIE:  Okay.  Yes, because it is an affiliated debt note, so...


MS. HELT:  We will mark the July 5th, 2011 note as Exhibit MT1.11.

EXHIBIT No. MT1.11:  JULY 5, 2011 PROMISSORY NOTE.


MR. RITCHIE:  I guess with respect to the next question, I don't intend to read it fully into the record.


I think that we have had a fair bit of discussion about sort of the issuance costs and which ones they apply to and, I guess at this point in time, why Hydro Ottawa is sort of proposing what it has.  And it hasn't included issuance costs in the first two notes in 2009 and 2010, but it has included the 10 basis points.


I guess I might have one question, just -- and it is actually going back to this, to the grid promissory note that's actually in the evidence under E1.  And this is the one that comes effective -- that became effective January 1, 2009, and with a total amount of $75 million.


And I think that that's really the basis on which these $15 million promissory notes are being issued between the holding company and Hydro Ottawa?


MR. GRUE:  That's correct.


MR. RITCHIE:  And can you tell me when that note, that grid promissory note was actually signed?


MR. GRUE:  When it was actually signed?


MR. RITCHIE:  Yes.


MR. GRUE:  Subject to check, that was signed in early 2009.


MR. RITCHIE:  Okay.  Because when I look at the note, at the terms of the note, it actually -- on page 2, under the interest rate, subsection (1), sub (b), it --


MR. GRUE:  Sorry, which exhibit was that?


MR. RITCHIE:  This is -- it doesn't actually have an exhibit number.  It's going back to the original Exhibit 1, tab 1, schedule 1.  I guess it's -- there is actually no label on the various notes.


MS. HELT:  Perhaps I could clarify.  In the exhibit that was just circulated, MT1.11, there is a grid promissory note, and it says:  "Effective the first day of January 2009."


Is this the same document, Mr. Ritchie?  It may be easier to refer to this.


MR. RITCHIE:  Yes.  That is the same as they actually did include in the original, and I guess with an updated schedule A to it.


So yes, if we refer to this exhibit that's just been handed out, on the second page it basically -- under the interest rate, it basically says under subsection (1), sub (b):

"An estimated 'deemed interest rate' will be based on the underlying methodology outlined in the Ontario Energy Board's Report of the Board on the Cost of Capital for Ontario's Regulated Utilities, EB-2009-0084, dated December 11th, 2009."


So I would take from that, that, in fact, this note was signed probably subsequent to that cost of capital report?


MR. GRUE:  Well, I note, I guess, the first issuance on this was in December.  I know we were looking at developing a grid note of this nature, because before that we basically had one-off promissory notes for every draw that we made.  So we were trying to simplify that process.


So I agree that obviously we had that information available to us, and this note was formulated before we did the final draw in 2009.


MR. RITCHIE:  Okay.  Because I guess where I am really just trying to look at this is that, in fact, the Board had issued its cost of capital report on December 11th, 2009, and really, I guess, the policies and the practices that are in that report or subsequent Board decisions really, I guess, should be the guiding principle in terms of the Board's interpretation of any of these notes or that, you know, and that the terms, you know, again, while the note says it's effective January 1, 2009, in fact, really, I guess in one sense they are somewhat backdated to that time?


MR. GRUE:  Well, I think it was the capture for 2009.  As you can see, there were no draws during 2009 until December, so it was meant to capture, I guess, the entire year.


MR. RITCHIE:  Okay.  I guess, then, moving into the next question, we actually were sort of quoting from this 2009 cost of capital report, and basically -- basically it is saying there:

"For affiliate debt, i.e., debt held by an affiliated party as defined by the Ontario Business Corporations Act 1990, with a fixed rate, the deemed long-term debt rate at the time of issuance will be used as a ceiling on the rate allowed for that debt."


And then in -- the report also says:

"A Board Panel will determine the debt treatment, including the rate allowed based on the record before it, in considering the Board's policy, 'these guidelines', and practice.  The onus will be on the utility to establish the need for and prudence of its actual and forecasted debt, including the cost of such debt."


And we added some emphasis on the last sentence.


And I guess what -- I am just trying to understand, is the various debt that you have issued since December 21, 2009 or forecasting to issue up to the end of 2012 as to how the proposed debt rate in fact is compliant with the terms of the cost-of-capital report, and again, what support you have for your proposal, and in terms of sort of like, in terms of the discussions with the market participants, you know, how you have actually determined the debt rate and why you are actually using the deemed debt rate, I guess, or your forecast thereof as the bare-bones estimate, and then adding on these various charges.


MR. GRUE:  So as you know, the report of the Board of December 11th, 2009 went through quite an onerous process to redevelop the cost of capital, including long-term.  The methodology and the calculations that came out of that was intended to emulate what an A-rated utility can borrow long-term debt rates for.


So as a premise, as I, you know, take that, that's the indication, and it should be in sync with the markets, notwithstanding market rates are very volatile on a given day, as everyone is aware, and some things work out over time.


So likely kind of capture 21(a), (b) all in together when I make my comments here, but the note actually issued on December 21st, 2009, as much as it was after the Board report came out, was not based on the methodology, because I don't believe there was a rate yet set.  That came out in February, I believe, of 2010 under the first use of that methodology.


The OEB deemed rate in 2009 was actually 7.62, which was part of the reason, I guess, that the capital process was reviewed in 2009.  It happened to be right at the height, or bottom, if you want to call it that, of the financial crisis.


We issued our debt in December 21st of 2009, which was quite subsequent into the year, and so when we looked at the deemed rate, which we were going to apply, as again we did not have an actual issuance to flow through to Hydro Ottawa Limited, we felt this rate was very high at a point in time, and through discussions with investment bankers received some rates through those discussions, and that's how we would determine the 5.75 rate that we used as the underlying rate for that December 21st, 2009 note.


Two months later, February 24th, 2010, the Board did issue its first deemed long-term rate under the new methodology, and the rate used there was 5.87.  So this kind of gave me some comfort, obviously, that the rate that we used in December was reasonable and, based on the new methodology, that the rates were within a comfortable range of each other.


So again, that's part of how we look at it.  This year -- or, sorry, April 30th, 2010, the long-term deemed rate of 8.75 was used because it was basically two months after the report.  We had not acquired our subscriptions yet to Consensus forecasts and Bloomberg to enable us to do monthly calculations, to have the most recent calculation on the long-term debt, as we are doing now.  So we used the 5.87 percent for the April 30th, 2010 note as the underlying rate, and we added the ten basis points for administration costs.


As I mentioned, during 2010 we did subscribe to Bloomberg and Consensus, so that late in the year we were able to emulate the Board calculations for long-term debt.


The July 5th note that we just issued this year was using that formula.  The calculation came out to 5.4 percent is what we used for the July 5th note that we have issued.


And for our forecast, I guess, for 2011, before we actually issued this note, and when we are doing the rate application, we used the Board deemed rate at the time, was 5.32 percent, because again, that is at a point in time rates are quite volatile, and they change, certainly, over six to 12, eight months' period.


We looked at future potential rate increases that were being projected by the banks.  I believe I used the Bank of Montreal forecast that showed the underlying 30-year rates were going to go up by 20 to 100 basis points over the next six to 12 months into 2012.  We used the underlying rate of 5.32, added this 20 basis point, which was projected to be in mid-2011, and then added our -- again, our admin fees to come up with the rate of 5.75 percent, which we used throughout the term of the 2011 and 2012 period, as we felt the 1 percent increase that they had in their forecast was a little high, based on some of the economic weakness that seemed to be still occurring.  So we used the lower end of that for our forecast, which is how we got to, as I say, the 5.75 percent for every one of those note issuances in '11 and '12.


Just one more note I guess I wanted to comment on was, in April of this year EnerSource issued debt at 5.297 percent, which again, we use that information, we receive that, and this was very close to the, again, the calculation that was coming out of the Board methodology of 5.32 percent, so we took comfort that that was an appropriate rate to use as the underlying basis of our forecast.


MR. RITCHIE:  Okay.  And I guess related to this question is almost the next one, which basically asked for the source data and documents and the -- I guess an Excel spreadsheet for calculating.  In part (b) of the question we are also asking, again, will you be realizing the debt rate for any of the debt that has not yet been issued?  And then for any debt that may not in fact be actualized at the time of the Board's decision, are you proposing to use your forecast or to rely on the, I guess, the deemed long-term debt rate that the Board itself will calculate and issue, just as it updates the ROE and the short-term debt rate for, you know, say a January 1 effective date?


MR. GRUE:  So I guess to try to answer, you are on 22(a) now?


MR. RITCHIE:  Yes -- well, the whole of 22.


MR. GRUE:  We didn't provide a spreadsheet.  I guess the calculations I just kind of went through, they are basically using the deemed rate, based on the OEB's, except for the December 21st, '09, where we reviewed external information that we had with discussions, as we felt the deemed rate at the time was too high, and it was almost 2 percent high from what we used.


Subsequent to that we used the deemed rate again in 2010 of the 5.87 percent, and again we have been using the underlying deemed rate of 5.32 percent, adding that spread of future forecast increase of 20 basis points, plus the admin fees.  So that's the calculations that went into all those notes.


We have not revised our long-term forecast.  As I have noted, rates are really volatile.  On a given day they change significantly, and depending on what's going on in the world.  I certainly can't predict whether they are going to go up or down.  You know, there's always been an indication that they are pretty near the bottom and they've got to go up, so I have not revised my forecast.


As far as part (c) goes, I contend that we still use our forecast.  The OEB deemed rate, I believe, will be coming out, will be using September 30th information, I believe, being three months before anticipated enactment of rates for January 1st.


As mentioned, you know, that would be six to 12 months away from any 2012 debt issuances, and rates can change significantly, so we try to use the most current calculation on a monthly basis using the deemed formula.  Or if we have an actual issuance, obviously, we will be using that as a flow-through to the company.


MR. RITCHIE:  Okay.  I would like to maybe just think this one over a bit as to, you know, again whether this is a sufficient -- or again, whether we should get the documents and calculations.


MS. HELT:  Perhaps now would be a good time to break for lunch, and we will come back at quarter after 2:00, unless anyone has an objection to that time.


MS. SCOTT:  Can I just follow up on one thing?


MS. HELT:  Oh, yes.


MS. SCOTT:  Because I don't know if Mr. Aiken is going to be here in the afternoon.


MR. AIKEN:  I will be here.


MS. SCOTT:  Oh, okay.  I'm still trying to get a confirmation that you have all the information you need for 10(d).  And if, by the time you are leaving, and we still -- I still haven't got that confirmation, we will take an undertaking for that, so thanks.


MR. AIKEN:  Okay.


MS. HELT:  All right.  Thank you.  We will break until 2:15.


--- Luncheon recess taken at 1:00 p.m.


--- On resuming at 2:16 p.m.

MS. HELT:  Welcome back, everybody.  We stopped just before lunch with Mr. Ritchie asking some questions with respect to Board Staff.  Before proceeding and carrying on with your questions, Mr. Ritchie -- I believe you were at around Question 23 -- there were just two matters I would like to address.


The first is it's my understanding that Hydro Ottawa is going to provide an undertaking with respect to Board Staff Technical Conference Question No. 1, which was to provide an updated RRWF with any corrections or adjustments that Hydro Ottawa wishes to make to the data in the middle column; is that correct?


MS. SCOTT:  We will actually provide two copies: one in CGAAP, and one in MIFRS.


MS. HELT:  Thank you.  So that will, then, be Undertaking LT1.9.

UNDERTAKING No. LT1.9:  FURTHER TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 1, TO PROVIDE UPDATED RRWF WITH ANY CORRECTIONS OR ADJUSTMENTS THAT HYDRO OTTAWA WISHES TO MAKE TO THE DATA IN THE MIDDLE COLUMN, IN CGAAP AND MIFRS FORMAT.


MS. HELT:  And the second matter related to a question asked by Mr. Aiken, who is not here right now, but it was a follow-up.


MS. SCOTT:  Yes.  I think we are going to have to take an undertaking for his EP No. 10(d), the calculations related to service lead and payment lead for payroll.


MS. HELT:  Okay.  When Mr. Aiken returns, I will bring that to his attention, then.  If we need any further clarification, we will note it on the record at that time, but for now we will have that noted as Undertaking LT1.10.

UNDERTAKING NO. LT1.10:  to PROVIDE CALCULATIONS RELATED TO SERVICE LEAD AND PAYMENT LEAD FOR PAYROLL.


MS. SCOTT:  Thank you.


MS. HELT:  Thank you.


Mr. Ritchie?


MR. RITCHIE:  Thank you, Ms. Helt.


I actually just have a few follow-ups, just thinking about this over the break.


And I guess really still dealing with the Questions 21 and 22 and about Hydro Ottawa's use of its forecasted rate for the new debt and the forecasted debt for the remainder of this year and going into 2012, now, the Board report basically talks about using the deemed debt rate based on data at the time of issuance -- or, I guess, the Board would update its cost of capital parameters, the ROE, the short-term and the long-term deemed debt rates, based on data three months in advance.  And so that would basically be using September 2011 data, and the -- I can tell you that the Board has got that initiative under way to do that, but of course we don't have the full month's data so we don't know the numbers yet.


However, in your calculation of this -- your updated debt rate data, that was based on data from what month?


MR. GRUE:  The forecast for 2011 and 2012?


MR. RITCHIE:  Yes.


MR. GRUE:  That was based on your 5.32 percent, which came out in March, which I believe was done on January information of this year.


MR. RITCHIE:  Yes.  And then you have added...


MR. GRUE:  Then I took the forecast at that time from the Bank of Montreal for the rate increases, and added that 20 basis points to that.


MR. RITCHIE:  Okay.  What's that 20 basis points?


MR. GRUE:  That was the forecast increase in rates that Bank of Montreal had forecast at that point in time.


MR. RITCHIE:  Beyond the 5.32?


MR. GRUE:  That's correct.


MR. RITCHIE:  The Board will be calculating a number based on September 2011 data, whereas your forecast right now is effectively using data from January 2011, and then this other data you have from the Bank of Montreal.


Why is your preference to use the more dated data?


MR. GRUE:  Well, I wasn't planning, I guess, to update the forecasts again.  Forecasts are forecasts.  I can't, I guess, predict what the rates are going to be six or 12 months from now.


So I was just going to leave it as is and say we used a fairly conservative increase over that period of time of 20 basis points from the existing 5.32.


MR. RITCHIE:  Okay.


MR. GRUE:  And I guess on top of that, when we did our July 1, we were within 10 basis points, so that kind of indicated to me that the forecast wasn't out too far at that point in time, because that's the most recent data I had.


MR. RITCHIE:  Okay.  So in fact, you know, while you are, I guess, using the Board's methodology as the underlying basis, you, in fact, have your own methodology for how you are forecasting your long-term debt rates?


MR. GRUE:  Well, I think you have to try to take into account that a lot of this is in the future.  So as you note, the rate that is calculated either, you know, three months in arrears, as we have seen and illustrated, the rates can fluctuate significantly so we use that basis of forecasting into the future based on the information we had at the time.


MR. RITCHIE:  Okay.  I think following up from where we had left off just at the end of the morning session, I think, in fact, I will like a sort of a full response in reality to Technical Conference Questions 21 and 22 basically showing, really, the data for the calculations, the calculations.  And again, I think pursuant to the report of the Board in terms of Hydro Ottawa's rationale for how it's determined the rate and how it feels that those rates are preferable, I guess, to the Board's methodology, and compliant with the methodology and the cost of capital report.


MS. HELT:  Okay.  Then just to be clear for the record, Mr. Ritchie, you are asking for, in essence, two different undertakings as you're seeking a fuller response with respect to Board Staff Technical Conference Question No. 21 and 22; is that correct?


MR. RITCHIE:  Well, I think in reality the two questions are very much linked.  One is almost really

how -- 21 was almost how their proposals relate, and 22 was almost the data and the calculations.


So I think they can, in fact, have one undertaking that would provide the information and the explanation in one undertaking to the two questions.


MS. HELT:  Okay, then.  Thank you, Mr. Ritchie.


Is that agreeable?


MR. GRUE:  I will just acknowledge that you would like an undertaking, but I don't feel I have any further information than I have already given you today.


That will be the basis of my answer.  I can put that in writing, but I won't have any new information for you as far as the calculations we have put into our application or how we approach it.


MR. CASS:  I was going to say the same thing.  I think he just answered 21 and 22.  I'm am not sure what would be encompassed in the undertaking, unless it's just to provide anything further that he might think of, but otherwise, I believe he has answered the questions.


MR. RITCHIE:  I think in reality 22(a) asked for --identify and provide copies of the source data and documents that Hydro Ottawa has relied on.  I think it has said that it has used a Bank of Montreal estimate for its 20 basis points.  Again, I think that we -- I need to or I am wanting to try and understand their methodology, how it differs from the methodology in the cost of capital report, and again, to understand how it is basically compliant with, I guess, the cost of capital report.


MR. GRUE:  I could provide you with that BMO document.


As I say, the cost of capital report calculates something at a point in time; it's not really meant for forecasting out six to 12 or 18 months.  That's what that calculation is for.  So, you know, I think we tried to be reasonable in modifying that, what the expected rate would be, but I can certainly show you that calculation.


MR. RITCHIE:  I guess, in effect, like, when the Board does do a deemed debt rate, in fact, it is really for a period that is up to sort of, like, the next rate year.  And again, it's using a consensus forecast, a forecast which, in fact, reflects three months to 12 months out.


So, in fact, it is a -- it uses sort of the both known Bank of Canada data and a forecast that's up to 12 months out.


So again, I would say that that is probably more current and information for estimating, say, a rate, even into the 2012 test year, but...


MR. GRUE:  Yes.  In one of your previous questions, I guess you asked about what we looked to other than, you know, that Board methodology, and that's certainly what we have done.


And I illustrated to you this morning how we did that in one of your deemed rates in prior years, where it was 7.62 and we looked at information to try to bring that more into line.  Same thing as the forecast.  As I say, we try to make that as accurate as we can.


MS. HELT:  So then just to clarify the record, from what I have heard asked and what has been undertaken, there is an undertaking to provide the bank document.


MR. GRUE:  Yes.


MS. HELT:  And with respect to the other requests for information, my understanding is Hydro Ottawa has answered -- is taking the position they have given that information in their answers today and in their interrogatory responses.


MR. GRUE:  That's correct.  I really don't think I can add anything further than the information and calculations that we have demonstrated in some of the tables in the written evidence, as well as what I have talked to today.


MS. HELT:  So the undertaking will be to provide the bank document, and that will be LT1.12 (sic).

UNDERTAKING NO. LT1.11:  TO PROVIDE THE BANK DOCUMENT AND TO EXPLAIN PRECISELY WHAT INFORMATION WAS GLEANED FROM THE DOCUMENT AND HOW THE 0.2 WAS DERIVED

MR. HARPER:  Excuse me, just listening to the exchange here, I think from my perspective it would be particularly useful, and I think it would be in addition to what's been said already, if in filing that bank document you could explain precisely what information you took out of that bank document and where you got it in order to get the .2, like, what points in time were used, like, how the .2 was derived.  I think that would be helpful, at least from -- at least from my perspective.


MR. GRUE:  I will demonstrate that.


MS. HELT:  So if that can be all part of the same undertaking then, LT1.12.


MR. HOEY:  Is this L211 or 12?


MS. HELT:  12 -- LT11 is the response to Technical Conference Questions 21 and 22 made by Board Staff.


MR. CASS:  I don't know that any such undertaking was ever given.  I think Mike has said that he responded to those questions.


MS. HELT:  Oh, all right then.  So that was what we initially had.  Okay.  So then you are correct.  It would be LT1.11.


MR. CASS:  And, you know, might I say when Hydro Ottawa responds to LT1.11, if there is anything further that he hasn't already said in response to 21 and 22, it could be added, but right now he is saying he has answered them, he hasn't got anything further.


MS. HELT:  My understanding is then LT1.11 is to provide the bank document, as well as an explanation with respect to that.


MR. GRUE:  That's my understanding, yes.


MS. HELT:  And the previous one I noted, LT1.11 and 1.12, to be responses to the Technical Conference questions made by Board Staff, that is when your client Hydro Ottawa took the position they have already answered that, so we will just have LT1.11 marked as the undertaking with respect to the bank document and the explanation.  Sorry for the confusion.  That was my error.


MR. RITCHIE:  I guess further just on this, we were talking earlier that the September 1st promissory note has not been issued and that it is subject to, I guess, whether it's going to be issued at the end of this month, and also, you did update the rate for the June note.  And I am just wondering whether there has been an update in terms of the weighted average cost of long-term debt.  And this would be the Exhibit 1, tab 1, schedule 1, attachment AF, and particularly tables 4 and 5, which are for -- to calculate the long-term debt cost in 2011 bridge and 2012 test years.


MR. GRUE:  We did update those schedules to reflect the July 5th note in Exhibit E11, dated to 2011-09-14, so we provided an update on those tables to reflect that into the weighted average cost capital.  It didn't actually change it, because it was so minuscule.  It still remained at 5.39.


MR. RITCHIE:  Okay.  Do you expect that you will be issuing the September debt or, again -- and also the December debt, given as things are closing in?


MR. GRUE:  As I stated earlier, we would be looking after the Q3 results, which will be coming in in October at what's remaining in the year, and determine, I guess, what the financing requirements is currently and until December.  Until I see those numbers I won't be able to say whether it will occur now or later in the year.


MR. RITCHIE:  Okay.  I guess the question I'm trying to figure out here is really what in fact is, say, the best estimate as to what is Hydro Ottawa's long-term debt going into the 2012 year, and, you know, based on its actual and its forecasted debt, and, you know, I think, you know, what you have said here is that, you know, this original evidence, you know, basically, you know, will be updated, you know.


You, you know -- certainly the September debt, if it's issued, will be at a different point in time.  But you are saying effectively at this point in time you don't have any further update beyond what was in that interrogatory response.  You are still expecting that you will be issuing $30 million of debt by the end of the year?


MR. GRUE:  These are all estimates and forecasts, as always.  I have no doubt it will occur.  It's just the timing of it and the cash-flow requirements that dictate to us saying it's time to issue that debt.


MR. RITCHIE:  Okay.  I guess I will now move on to a different topic, smart meters.  And under issue 6.1, Board Staff Technical Conference Question 23 was basically that the per-meter cost summary shows a cost for residential GS less than 50 kilowatt and demand metered customers.


And one -- we wanted to see if we could get a summary of the capital and operating costs, one for residential and GS less than 50-kilowatt customers, which will primarily, I guess, be single-phase meters, and then for demand customers.


Also on that -- on the model that was filed we wanted to get a confirmation that the 2010 data in the spreadsheet -- whether it had been audited or not.


MS. SCOTT:  Yes, the 2010 information has been audited.  As for part (a), we have -- that table 3 provides you with the information in the residential and general service class, and that -- but that's as far as we can allocate it among the classes.  There are some capital costs and operating expenses that cannot be attributed to a certain class of customers.


MR. RITCHIE:  Okay.  Can you provide some explanation just on that, or...?


MS. SCOTT:  Well, the collectors and the advance-metering control computer, we -- from the very start our understanding was that we did not have to provide information by customer class, and so we did not keep that information by customer class, and it would be very difficult to go back and recreate it.


MR. RITCHIE:  Okay.  On the (c) part of the question, what I was noting was that on sheet 2 of the model in cell K119 you had documented $940,000 in OM&A costs in 2011 related to software maintenance of the advanced-metering control computer, but going back to your 2011 IRM application, you had -- which was done under file number EB-2010-0326 -- you had forecasted an amount of 699,000 for that OM&A expense, and I am just sort of trying to understand the reason for the increase.


MS. SCOTT:  The 250K increase is for disaster recovery, which involves an off-site location.  That's what's been added in.


MR. RITCHIE:  On part (d) of this question, what we noted was that under sheet 7, under the funding adder collected, first, you had not calculated any carrying charge using the prescribed interest rate from May 2011 to April 2012.  And also, even in the period from January to April 2011, you had used the 1.20 percent.


Now, again, this was probably a carry-forward from the year 2011 IRM application, but what we wanted to get was this recalculated, using the prescribed interest rate for the quarters in 2011.


MS. SCOTT:  We actually didn't use that tab to calculate the interest, because our understanding is that interest should be calculated on both the revenue and the expenses, and the model only calculates on expenses.


So we have used the Board's rates, but just inserted our interest calculations.  So changing the rates would not change the interest on the tab A.


MR. RITCHIE:  I am just -- I guess I am not -– okay.


Why did you believe that the Board model didn't do it correctly?


MS. SCOTT:  My understanding is that the Board model calculates interest only on revenue and not on expenses.


MR. RITCHIE:  But on -- your expenses are on your revenue requirement.  It calculates the cost of capital on -– basically, in calculating the deferred revenue requirement that you are going to recover.


So I am not certain what the interest is that you need to calculate on the expense side.


MS. SCOTT:  Well, as I said, that was our understanding, that we should be calculating revenue -- interest on both the revenue and the expense.


And we felt that the Board's model was not correct.


MR. RITCHIE:  Okay.


MS. SCOTT:  There is also OM&A in the expense side, as well as capital.


MR. RITCHIE:  Okay.  Well, I guess that's your position.  Okay.


MR. HARPER:  Keith, could I just follow up on one response you got there?


MR. RITCHIE:  Sure.


MR. HARPER:  Part (c), where you are talking about the $250,000 increase, and you indicated it was for disaster recovery, and I guess I was wondering if you just spend two minutes and explain sort of what those costs were for, and why they're OM&A as opposed to, say, capital costs.


And that's the context which I am looking for:  What were those costs for?


MS. SCOTT:  My understanding is they are for rental of an off-site location.


MR. HARPER:  So it was rental costs?  Okay.  That's fine.


MR. RITCHIE:  I guess, then, in part (e) of Board Staff's question, what we are asking is if you could calculate the smart meter disposition rider, basically, as of -- both the cost and the smart meter funding adder revenues up to December 31st, 2011.


And I guess the premise on this would be that if you get your new rates effective January 1, 2012, as proposed, if the Board was to discontinue the funding adder revenue and to sort of say:  Okay.  We have now got your smart meters installed to the end of the year.  You have got your deferred revenue requirement, and you have got your smart meter funding adder revenues to that period of time, and then as of January 1st, 2012 -- subject to the Board's decision -- you know, all of your smart meters are now in rate base, and any ongoing costs are recovered through rates, and then the only thing we need to do is deal with this disposition, this variance, which is basically the deferment -- the deferred incremental revenue requirement on smart meters, offset by the smart meter funding adder revenues, plus any -- plus applicable interest on this.


So the (e) part is to see if there is a different disposition rider that would result, than the $0.10 that you have calculated.


MS. SCOTT:  First of all, we have proposed for our distribution rates the January 1st, 2012 date.


In our 2011 IRM application, EB-2010-0326, we did propose that the smart meter adder end as of December 31st, 2011.


We were directed by the Board to keep it in place until April 30th, 2012.  So that's the way we have calculated the disposition.  We have included the approximately 1.7 million in the four months of that revenue into the forecast of the variance account.


So yes, if we were to stop as of December 31st, 2011, all it would do is increase the amount to be recovered in the variance account and put it into the rider, the smart meter rider.


MR. RITCHIE:  Right.


MS. SCOTT:  If we were to have one, yes.


MR. RITCHIE:  Yes.  Now, again, what we were asking is:  Can we get the estimate of what that number would be?


MS. SCOTT:  We can do the calculation, but I am not sure the value of it.


MR. RITCHIE:  Well, again, it's, you know -- if the Board, this Panel, you know, could make a decision and issue new tariffs, and if it was to deem it may be possible that it may decide to terminate the funding adder as of December 31st, you know --


MS. SCOTT:  And that would have been the right thing to do in 2011, but to do it retroactively, it -- we can calculate it, if that's what you want.


MR. RITCHIE:  Sure.


MS. HELT:  So Mr. Ritchie, then you would like a calculation of the smart meter funding adder amount --


MS. SCOTT:  No, the disposition rate rider.


MS. HELT:  The disposition rate rider.


MR. RITCHIE:  Yes.


MS. SCOTT:  If we were to stop collecting the funding adder as of December 31st, 2011.


MS. HELT:  Thank you.  That's Undertaking No LT1.12.

UNDERTAKING No. LT1.12:  to PROVIDE CALCULATION OF DISPOSITION RATE RIDER IF HYDRO OTTAWA WERE TO STOP COLLECTING THE FUNDING ADDER AS OF DECEMBER 31ST, 2011.


MR. RITCHIE:  The next question was just basically wanting an update of an exhibit, I2, tab 1, schedule 1, table 3, to include a column for the 2011 bridge year.


MS. SCOTT:  We could do that, but for the demand and the collectors customers, the only way we could establish the per-unit cost would be to base it on 2010.


So until we have actuals for the end of 2011, we can't get a realistic figure for those classes for the per-unit cost.


MR. RITCHIE:  You cannot do some sort of a forecast estimate?


MS. SCOTT:  Well, it would be based on 2010, so if you are looking for the per-unit cost, you can look on 2010 and you will see what we would apply to 2011, because we need the actuals to get -- for those classes, to get the actual per-unit cost.


Our understanding is that's what you were trying to get to, was the per-unit costs in '11.


MR. RITCHIE:  Yes, yes.


MS. SCOTT:  Well, so you could look at '10, and that will give you the per-unit cost for the demand and collector -- that we would be using in '11, until we have actuals.


MR. RITCHIE:  Okay.  And so you believe that there has been no changes in the cost, really, in 2011, I guess, based on, you know, year-to-date sort of information?


MS. SCOTT:  Well, no, that's what I am saying, that we need to know all of the costs for 2011 to get to the per unit cost to see if there are any changes, and the only estimate we have, if required to come up with a number, would be 2010.


So we can apply 2010 to 2011, but we don't feel that's going to be accurate.  We -- in order to get the accurate 2011 per unit costs for those, the demand and the collectors, we need to know the actuals.


MR. RITCHIE:  Where I am just trying to think about this in terms of the Board's, you know, again rendering a decision and approving the costs is that one thing that it is trying to look at is really, what is the per unit cost, but also especially recognizing that once you get into the demand meters or, again, with poly-phased meters, again, the cost for the meter, the cost for installation in fact is different than for, say, a typical residential or GS less than 50 single-phase meter.


And so part of, I guess, the Board's -- what the Board is going to have to consider is trying to -- I guess it wants to be able to differentiate what are the per meter costs for these different types of meters as part of its way of saying is that, yeah, are your costs for the smart meters reasonable, you know, have they been prudently incurred, and, you know, should they be approved for final disposition.  So you are saying that in effect you need to wait until the end of the year before you can give this information.


MS. SCOTT:  For those particular type of meters, as you said, it's not as simple as it is for the residential and the general -- it's not as straightforward as it is for the residential and the general service less than 50.


MR. HARPER:  Can we maybe come at this another way?  You have got a forecasted capital expenditures for smart meters for 2011 that we are now proposing to put into rate base for 2011, and we are going to set rates and a revenue requirement based on those capital expenditures, correct?


MS. SCOTT:  That's correct.  The rate base for 2012.


MR. HARPER:  Right.  But it's go -- 2012 capital expenditures in smart meters.


MS. SCOTT:  Yes.


MR. HARPER:  And that 2011 capital expenditure for smart meters was predicated on a presumption that a certain number of meters would be installed of different types of meters for 2011.  It's on that basis that you worked up your capital expenditures, I would assume, correct?


MS. SCOTT:  Yes.


MR. HARPER:  And so based on whatever assumptions you used, in terms of, we're going to be installing so many demand meters for 2011 and so many non-demand meters, single-phase meters, for 2011 that underpin my capital forecast, you know, it seems to me that that's the level of detail which you must have information on to develop the forecast, and can you not provide sort of a breakdown, and really, it's all forecast information, using that similar level of information.


MS. SCOTT:  And that forecast is based on 2010 numbers.


MR. HARPER:  Okay.  But I guess to the extent -- so what you are saying is -- and then, I guess, to go to Keith's question, it's then a matter of, one can then look and say, is that a reasonable forecast for 2011.  That's what you were...


MR. RITCHIE:  Yes, you know.


MS. SCOTT:  So you would like to see the '11 numbers even if they are based on 2010.  Okay.


MR. RITCHIE:  We would like to see -- well, again, you know, probably in part, even the cost, you know, may be somewhat actual, you know.  It's, you know, to the extent that you probably have some information, you know, to date on -- so, yes, I think the idea is that we probably would like the response to the Board Staff Technical Conference question 24.


MS. HELT:  All right.  We will note that as Undertaking LT1.14 -- oh, 1.13.  My math is not very good today.

UNDERTAKING NO. LT1.13:  to RESPOND TO BOARD STAFF TECHNICAL CONFERENCE QUESTION 24

MR. RITCHIE:  Okay.  The next question I have, again, it was sort of a long preamble, and it's, I guess, going back to Hydro Ottawa's proposing that in fact the smart-meter disposition rider of 10 cents per month per metered customer as it's proposed, this would sort of be just applied uniformly to all the metered customers, I think.


MS. SCOTT:  Actually, what we have proposed is that we have one rate rider, and the smart-meter disposition is built into that, and it's based on equal distribution across the metered customers, yes.  So I just wanted -- that it's not a separate -- it wasn't being proposed as a separate rider.


MR. RITCHIE:  Okay.  I guess in one case over about a year ago, the Board did deal with a class-specific allocation for the smart-meter disposition rider.  And, you know, while recognizing that, you know, it is not actually historically required, utilities to record all of the information on sort of a class-specific basis, there was a proposal that was dealt with in that PowerStream application, and that was approved by the Board, and the Board basically said that, you know, it would entertain possibilities for a, I guess, using that methodology or an analog of it, for sort of class-specific smart-meter disposition riders.


And I guess our thing is that, you know, does Hydro Ottawa believe that it would be possible to calculate a class-specific disposition rider for its customers that in fact have had smart meters installed and are or will be using the infrastructure that's deployed?


MS. SCOTT:  No.


MR. RITCHIE:  Okay.  And why?


MS. SCOTT:  As I mentioned before, there are costs that are not class-specific, and how they are allocated to each of those classes -- well, we don't know how they would be allocated.  We don't know how to allocate them.  And any -- so any choice would be arbitrary, and we are not -- we don't feel that would be any more meaningful than what we are doing now.


MR. RITCHIE:  How are these costs allocated in your cost allocation study when you're -- when -- since they will be in your rate base and in your OM&A for 2012?


MS. SCOTT:  They would be treated as any other meter costs are allocated, based on the weighted metering factor.


MR. RITCHIE:  And that also for the, say, AMI or other computer costs, those would be allocated -- how are those allocated?


MS. SCOTT:  Bill probably knows better than I do.  I am not 100 percent sure what the allocation factor is for IT.


MR. HARPER:  Well, to a large extent it depends on where in your USofA account you have recorded those costs, if -- are they recorded in billing and collecting?  Like, it depends where Hydro Ottawa -- their IT costs, their collector costs, where you have recorded them in your USofA accounts, because the cost allocation allocates by USofA account, and all utilities don't record these sorts of costs in the same USofA account, to be quite blunt about it.


MS. SCOTT:  I mean, the majority would be in capital, would be in 1920 and 1925, so I don't...


MR. HARPER:  That would --


MS. SCOTT:  Software and hardware, yeah.


MR. HARPER:  Those are...


MS. SCOTT:  Just allocated based on general plant, I think, general capital.


MR. HARPER:  But can I -- because this is very similar to VECC Technical Conference Question No. 27, actually, and if I look at your response to -- well, I guess it was -- I'm getting my numbering system a bit confused, but it was under issue 6.1, VECC 46.  You broke down the capital costs of the advanced metering collection device capital additions by residential less than GS and demand customers.


And if I look at the capital cost for those three classes in which you have assigned specifically and identify those three classes, that accounts, by and large, for the vast majority of the total capital additions you have for your entire smart-meter project.


So you have allocated a significant portion.  You can assign a significant portion to classes.  The Board's decision on PowerStream basically accepted that methodology that used those capital additions by customer class as the allocator was a reasonable way of doing so.


So if you were to take revenue requirement of a particular year and allocate it based on the capital additions that were in service in that year for each year of your smart meter rate adder, it seems to me that would be a way of allocating the costs that is consistent with PowerStream methodology, and that you would be able to do.


And I was struck when, giving your answer, why you wouldn't be able to do it using such an approach.


MS. SCOTT:  We could do it.  We just don't feel it is an accurate -- necessarily an accurate representation of -- it's an arbitrary allocation, based on --


MR. HARPER:  Is the current allocation arbitrary?


MS. SCOTT:  Yes.


MR. HARPER:  Is this any --


MS. SCOTT:  More arbitrary or less arbitrary?


MR. HARPER:  I guess that's the issue that came up in the case, and I guess it's not -- it's more a matter of, I guess, in our perspective of seeing whether the difference you come up with is that material that you really want to argue about it, to be quite honest with you.  But that's something that you really don't know until you see -- until you see the numbers.


MS. SCOTT:  I appreciate that, but I think we have a fundamental issue with this was not the intent at the beginning, and to retroactively ask us to go back and calculate something...


MR. HARPER:  Well, we can get into the intent, because the first guidelines did require it, and then the Board changed its mind.


But we will not go there at this point in time.


MS. SCOTT:  So what I hear you say is:  Can you do it, based on the PowerStream methodology?  We can do it, but why?


MR. HARPER:  Well, I guess I would be interested in seeing whether there is a material difference in the recovery, and if there is, then it's a matter of whether or not -- it's a matter of argument, as you say, as to whether or not it is a more appropriate method, but it's a different method.  And as I said, it's a matter of argument as to which one is more arbitrary, to put it that way.


MS. SCOTT:  So I guess we are taking an undertaking under protest.


MR. HARPER:  Well, it's up to you as to whether you want to accept the undertaking or, worse comes to worst, we can go away and spend our time doing the calculations, and frankly, our cost claims will reflect that accordingly.


[Laughter]


MS. SCOTT:  Okay.  We will -- so that would be a response to your VECC 27, which I was going to have the answer of no, we can't, but...


I mean, it is feasible, but we question the value of the results.


MR. HARPER:  You know what?  If you want to, as part of the response, address that issue in the response, that's fair for you to do so.


MS. SCOTT:  Okay.


MR. RITCHIE:  That answers both VECC's question and the Board Staff Technical Conference question, as well.


MS. HELT:  So just to be clear, then, there is an undertaking to provide a response to VECC No. 27, and that will be Undertaking LT1.14.

UNDERTAKING No. LT1.14:  to RESPOND TO VECC TECHNICAL CONFERENCE QUESTION NO. 27 AND BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 25.


MS. SCOTT:  And it also addresses Board Staff Technical Conference No. 25.


MS. HELT:  Right.  Thank you.


MR. RITCHIE:  Board Staff Technical Conference Question No. 26, we have noted that -- or you have documented that you have $404,500 related to remote disconnection for a number of smart meters as part of the 2012 rate base, and we are just wondering how many smart meters this remote disconnection capability is installed.


MS. SCOTT:  So there's 2,215 to date, and we are looking at probably another 500 remaining in 2011, and then an additional 500 in 2012 that would have the remote disconnect capability.


MR. RITCHIE:  Okay.  I did have one other question and, it's just sort of trying to look over -- and I think it's probably just a bit of an explanation.  And it's dealing with, actually, a response, I think, to a CCC interrogatory, and was Exhibit K6, Issue 6.1, IR No. 2.


In the response, basically, you were noting 2010 MDMR capital additions.  And I guess, first off, I just -- I think you put this in your evidence, but that these costs are not really to do or duplicate the functions of the smart meter entity?


MS. SCOTT:  That's correct, yes.


MR. RITCHIE:  Okay.  What I was trying to just understand, I guess, on that is also get some further explanation for what some of these costs are.


Like, you are showing $668,262 under materials for "Hardware" in 2010?


MS. SCOTT:  I would have to take an undertaking to provide you with any more details than what's there.


MR. RITCHIE:  Okay.  Yeah.


There was also the 492,968 as, again, materials under "Software" and, you know, over -- just over $2 million for outside services under "Software".


MS. SCOTT:  That would be for consulting services, to assist in the implementation of the -- my understanding is these are expenses are in order for us to be able to communicate properly with the MDMR.


MR. RITCHIE:  Okay.  Maybe I think we may need an undertaking, just to see if we can get some further explanation, what are really these three costs, you know, under -- the two for materiel under "Hardware" and "Software" and the outside services cost under "Software".


MS. HELT:  So we will have is as Undertaking LT1.15, to be an update or further clarification on costs set out in the 2010 MDMR capital additions at table at Exhibit K6-1-2.

UNDERTAKING No. LT1.15:  TO PROVIDE AN UPDATE OR FURTHER CLARIFICATION ON COSTS SET OUT IN THE 2010 MDMR CAPITAL ADDITIONS AT TABLE AT EXHIBIT K6-1-2.

MR. RITCHIE:  Okay.  That's all my questions.

Questions by Ms. Li:


MS. LI:  Hello.  I have a number of questions related to the deferral variance account and then IFRS.


So Staff Question No. 27, so this question is related to the RCBA 1518 and then 1548.


So go back to the response to Board Staff IR No. 69.


So part (c), Hydro Ottawa provided a schedule listing all 2010 revenue expenses related to the retail variance account 1518 and the STR variance account 1548.


So basically for 1518, I know that the revenue providing the retail service is recorded in USofA 4082 in the amount of $307,000 and expenses related to providing the same service amount to $119,000, which result in the principal addition in this variance account in 2010 of $188,000.


However, I also noted that in the "Other Revenue," table 2, which is in Exhibit A3-3-3, page 2, so the whole amount of retail service revenue of $307,000 was included as other revenue offset in the rate application.


So my question actually comes down to the part (a), is:  Why did Hydro Ottawa include the retail service revenue of 307K, which is the amount before the recording of the variance in 1518 as other revenue in the rate application?


MS. SCOTT:  Because that's our understanding of where that account -- the -- sorry, the retail service revenue is supposed to be recorded as an offset to service revenue requirement.


MS. LI:  Yes, I agree with that.  The retail service revenue is -- as a matter of fact, is revenue offset item, but my question is why did you include 307K as revenue offset rather than after recording the variance, which should be the 119K?  So basically, after you recorded the variance in 1518, the revenue, retail service revenue, should be equal to the expense of providing this service.  So that's how your variance come up, right?


MS. SCOTT:  That's correct.  In the variance account we put the difference between the expenses and the revenue.


MS. LI:  So --


MS. SCOTT:  But we still record the -- and maybe -- I mean, what's shown in K9-1-4 is for 2010.  We are talking about -- the rate application is for 2012, so we have shown the 307K as an offset in the 2012 rate application.  So the 188 does not necessarily apply to 2012.


MS. LI:  Yes, I understand that.  But 2012 is based on the historical -- basically, you focus based on historical data, so if 2010 data is not accurate, that will definitely impact 2012 as well.  So my question is just, I don't understand, like, on one hand you are going to refund -- actually, in this case is refund to the customer of 188K, which -- as a result of comparing your revenue and expense, and on the other hand, you include the whole amount of the revenue before recording the variance into the rate application, so that's what I don't understand of that, because usually if you think about settlement variance, think about the commodity, like, no revenue, no profit or loss can be made, because nothing can be made on the revenue or expense.


MS. SCOTT:  But the difference with 1518 and 1548 is the purpose of that is to keep us whole.  So it's -- what should be recorded in those variance accounts is the difference between what we forecast for our expenses and what we forecast for our revenue.


MS. LI:  Yes, so I think you still didn't get what my point is.  So basically, I am not arguing about the amount recorded in the variance account.  What I am arguing is why Hydro Ottawa is including the revenue part or expense part in case of the expenses higher than revenue, the revenue expense part that before reduction of the variance account.


So in this schedule, part (c), if we look at 1518, right, if, in my opinion, if that -- the correct revenue should be included in revenue offset, should be 118,552, which is exact same as total expense.  And that means your recorded variance in this account bring that balance down to the 118,552.


MS. SCOTT:  Well, we do the forecast for 2012 not based on what happened in 2010.  So again, we start -- for 2012 we look at the revenue, we set the expense equal to the revenue, and then in those variance accounts will be recorded the difference between the two.


MS. LI:  Okay.  So let me ask you this:  So in 2012, what's the revenue offset included for retail service revenue?


MS. SCOTT:  It would be equal to the 307.


MS. LI:  307.  How the 307 arrived?


MS. SCOTT:  We set the expense equal to the revenue.


MS. LI:  How you forecast expense?


MS. SCOTT:  We set the expense equal to the revenue.


MS. LI:  Then you just circ -- giving me the circular answers.


MS. SCOTT:  Well, that's -- you asked, how do we do it.  That's how we do it.  And then the difference between that number and what we actually spend will go into the variance account.


MS. LI:  So basically, your forecast for 2012 is 307 revenue and 307 expense, and then variance will be -- you don't forecast -- there is no balance in 1518 and 1548.


MS. SCOTT:  Exactly, exactly.


MS. LI:  So if I would say, based on this practice, if we for the 2010 -- the revenue offset will be reduced to 15 -- 118, 119K, right, and then the expense will be 119, based on 1518, the information provided, would you change your forecast?


MS. SCOTT:  Sorry, I don't -- oh, now you are talking about 1548?


MS. LI:  No, I am still talking about 1518.  So I am saying that if the 2010 -- if you agree with me the total revenue after recording the variance will become 119K, which equal to the expense, right, after you recording the variance in 2010, revenue will become 119K, and the cost will become -- is 119K as well, so would you change your forecast data in 2012?


MS. SCOTT:  No, we don't.


MS. LI:  Why not?


MS. SCOTT:  Because we are still hoping at some point the Board is going to have a generic hearing and get the correct rates for retail settlement and STRs.  Obviously -- because you can tell from these two there is skewed -- one is an over-collection and one is an under-collection.  So until that happens, we are continuing as is, which is that we set -- we forecast by setting the revenue equal to the expense.


MS. LI:  Can I ask for the -- you said 307K is 2012 revenue and expense in 2012, so can I ask for the calculation for this number, if there is any?


MS. SCOTT:  Equals revenue.  So we --


MS. LI:  I mean, the calculation for the number itself.


MS. SCOTT:  So for the revenue number?


MS. LI:  For the 307K.


MS. SCOTT:  Yes, I think I would have to go back.  I don't know if it's a calculation or just a -- from the revenue side looking at historical.


MS. LI:  No, I just wanted the calculation, how you come up with 307.  It doesn't matter, revenue side or expense side, because I know they both -- they're equal to each other.


MS. SCOTT:  That's right.  So it would be the revenue side.


MS. LI:  Okay.


MS. SCOTT:  I am not sure it's a calculation.  It may just be a forecast based on historical.


MS. LI:  Okay.  So can you provide this to me?


MS. SCOTT:  Mm-hmm.


MS. LI:  Thank you.


MS. HELT:  We will note that as Undertaking LT1.16.

UNDERTAKING NO. LT1.16:  TO PROVIDE THE CALCULATION TO INDICATE HOW THE NUMBER 307 WAS ARRIVED AT


MR. HARPER:  Can I just -- any particular reason why if Hydro Ottawa acknowledged there is a, in your case, sort of a market distinction between costs and revenues in these accounts and these services provided to retailers, why you didn't as part of your application seek to address this discrepancy and propose a rate that was more in line with the costs for each of these two services?


MS. SCOTT:  Only because my understanding is that it's been a longstanding issue for a lot of utilities, and that there has been discussion that there was going to be a generic hearing at some point, and that would be the only reason.


MR. HARPER:  The last piece we got from the Board was that -- unfortunately, it's too late now -- was that for it to be considered it had to be part of an application so the application could be forwarded to retailers as well as customers sort of thing, so we're...


MS. SCOTT:  But then the question becomes, do we want to have different rates for every LDC?  Do the retailers want to have different rates for every LDC?  And I am not sure that --


MR. HARPER:  We do.


MS. SCOTT:  Well, I...


MR. HARPER:  Okay.  Thanks.


MS. LI:  Okay.  So question 28 is related to the difference that account 1588 ISVA power, so that -- this question is related to the response to Board Staff Question No. 71.  So basically, for the 1588, along with other difference, the account was last disposed at October 31st, 2007, and the amount disposed was 4. -- was about 4.4 million.


So a continuity schedule was provided, and since that ending date to December 31st, 2010.  So basically, I look at the continuity schedule and noted that for the period of two months from November 1st, 2007 to December 31st, 2007, the principal addition in this account is of the amount of 4.5 million, which, in my opinion, is significant compared to the total amount disposed in last cost of service application; it was only 4.4 million.


So the Board Staff question asks about why that addition was so big, and the response states that this is because of the normal reconciliation process, which is most significantly completed two months after the initial submission to IESO.


So also further breakdown of this 4.5 million was provided, so my part (a) of my question, this Technical Conference question, is can you please describe the normal reconciliation process in detail, including the frequency of the reconciliation and the accounting process of accruing the difference between estimated and actual amount in account 1588?


MS. SCOTT:  So it is a monthly process, and for the commodity portion of the 1588, it reconciles up to two months prior.


So for an example, at the end of December, we would be reconciling for the end of October.  And this is because the majority of our kilowatt-hours are bi-monthly bills, so for residential and general service less than 50, they are billed bi-monthly.


So in October, we would, under this example, file with the IESO for the difference between the fixed price compared to the actual price for October, based mainly on unbilled kilowatt-hours.  And then in December, we would reconcile at that point, because most of the kilowatt-hours for October have been billed.


And so we determine, at that point, the difference between what was submitted to the IESO, and include this difference in the December submission.


And our understanding is this is typical of other LDCs; it's not specific to us.


MS. LI:  So that leads to my part (b) question, so can you please confirm if you have performed the necessary reconciliation of estimated to actual in account 1588 for the period of 2010 year-end, and include this amount from the reconciliation as of the December 31st, 2010 balance?


MS. SCOTT:  We have done the necessary reconciliation, but we don't include those amounts in the December 31st, 2010 balance in the continuity schedule or the requested amount for disposition, because those amounts have not been audited, so they won't appear until the 2011 audit.


MS. LI:  So basically, you are saying for that two-month period in 2010, which is November and then December, in your normal -- under your normal reconciliation process will be reconciled with IESO, settled with IESO two months after, so that's why it was not in the audited balance?


MS. SCOTT:  That's right.  It is because it spans the year-end, and because it's -- we can't wait until the reconciliation two months into 2011 before we close 2010.


MS. LI:  So do you have a process of accruing these two months' difference, and then booking this accrual in the account?


MS. SCOTT:  No, because we don't know what the amount to be accrued would be, so no.


MS. LI:  But based on the past historical data --


MS. SCOTT:  No, we don't.


MS. LI:  -- would you be able to do it?


MS. SCOTT:  Could we, in the future?


MS. LI:  Yes.


MS. SCOTT:  I will defer to our director of finance.


MR. SIMPSON:  Accruals, of course, can be done based on estimated information.  We haven't in the past; it's been based on the fact that there was not sufficient information for us to make a relevant accrual.


I am not sure how that would change in the future.


MS. LI:  Why I am asking this question is because it depends on the materiality of costs.


These two months' reconciliation would impact the account 1588 disposed amounts, and once the account is disposed, it becomes final.


So I am not sure how you are going to -- even if it's not audited, the Board not necessarily say:  It has to be audited, and you give us the data, so...


But in terms of period, these two months does relate to the period in the scope, basically.  So I was wondering -- I am wondering that Hydro Ottawa is such a big utility, and then have you ever been discussing this issue with external audit?  Or have you ever assessed the impact to the account balance due to this reconciliation of two months at year-end?


MR. SIMPSON:  It's not been an issue discussed with external audit through a year-end process.  The full suite, of course, is audited at the end of the year.  I don't recall this ever being an audit issue that's been discussed.


MS. LI:  So I just wondering, since the past reconciliation of the -- every single year, the past two months at year-end was available -- because you have done the reconciliation, apparently -- so I just wonder if you can provide a list of schedules, showing, each year, what's the reconciliation amount with IESO and what's the

amount -- what's the impact to 1588 from the year of 2008 to 2010?


MR. SIMPSON:  I am not sure what the outcome of that would be.


Just considering the year-end process, the audit occurs late January, so any audit done on balances assumed in our statements would be done through early February.  We are talking about a two-month variance here.


I am not sure what we are after here.


MS. SCOTT:  But the other thing is that -- so it is audited in the following year, so '08, whatever the adjustment was, was audited in '09.  '09 was audited in '10. '10 will be audited in '11, and will part of the clearing in the following year, so...


MS. LI:  Yes, but --


MS. SCOTT:  In an ideal world, we would know on December 31st, but...


MS. SIMPSON:  We don't.


MS. SCOTT:  We don't.


MS. LI:  Yes, but what I am concerned of is December 31st, 2010, which is the date, that cut-off date to me, for the Board to dispose the account balance.


So once it's disposed, I don't think you can shuffle any amounts in the following year.  Yes, if it's in the period, not the disposed period, I agree it can be recorded in the following year, because --


MS. SCOTT:  Right.  And we will give it back or recover it, whichever.


MS. LI:  But however, like, now the Board say:  Define the balance at December 31st, 2010, is disposed at final basis.  So can you, in the 1588, of this amount relate to the --


MS. SCOTT:  Absolutely, yes.


MS. LI:  To the two months?


MS. SCOTT:  Because it's happening in 2011, so we will book it in 1588 for 2011.


MS. LI:  But that reconciliation actually relates to the estimated versus actual volume happened in 2010; am I correct?


MS. SCOTT:  You are correct, but we don't have that information at the end of 2010.


MS. LI:  But in normal accounting process, you can always accrue based on past experience.


MS. SCOTT:  I think Geoff's addressed the accrual issue.


MR. SIMPSON:  Is there a specific issue with the value at the end of 2010?


MS. SCOTT:  It is high.  It is the 4-point-whatever million.


MS. LI:  That's --


MS. SCOTT:  Yes, no, and we recognize that and --


MS. LI:  -- a different question.  Yes.  So in terms of part (b), what I am asking is, can you provide a schedule that is showing the two months' reconciliation, like, the reconciliation done IESO related to the November and December of each year?  At least we can see how material the balance is.


MS. SCOTT:  We can.


MS. LI:  Okay.  Thank you.


MS. HELT:  So that will be Undertaking LT1.17, to provide the reconciliation and the impact on account 1588 for the last two months for each of the years 2008 through to 2010?


MS. LI:  Yes.


MS. SCOTT:  Well, we know the 2010 impact, so it will be '08 and '09 that will be what we will show.


MS. HELT:  Right.

UNDERTAKING NO. LT1.17:  TO PROVIDE THE RECONCILIATION AND IMPACT ON ACCOUNT 1588 FOR THE LAST TWO MONTHS FOR 2008 AND 2009


MS. LI:  So part (c) basically just asks for clarification of the breakdown of your explanation regarding the 4.5 million principal addition in 1588, so basically the response states that the 4.5 principal addition relates to three parts.  One is 862K under-collection.  That related to -- that relates to the reconciliation prior to October 31st, 2007.  And 2.883K, 2.883 million over-collection related to the November and the December reconciliation.


And the 750K, as a result of these two over and under 750K, Hydro Ottawa states that's related to the two principal increase in account 1588.


So help me understand that, because I don't really understand, since the 862K under-collection to me corresponds to the debit amount in account 1588, and the 2.883 million over-collection corresponds to the credit amount in account 1588.


So if we take the sign into consideration, the true principal balance is not 750K.  So can you please clarify this?


MS. SCOTT:  So there is the 4.5 that's been put into November and December.


MS. LI:  Right.


MS. SCOTT:  And then you have -- the October charge has to be corrected.  So not only is that debited in October, but it has to be credited in November and December.  So that reduces the 4.5 by the .8, and the same thing, when you take the 2.883, it's debited in 2011, but it has to be credited in November and December, so 4.8 minus -- 4.5 minus .8 minus the 2.88 gives you the 750.


MS. LI:  Okay.  So I still really -- I'm still confused, because 862K is, you said, under-collection, right, under-collection from the customers.  That means you need to book a debit amount in 1588.  And then --


MS. SCOTT:  In October.


MS. LI:  In October.


MS. SCOTT:  Right.  So, and then you have to reverse it in November and December.


MS. LI:  So basically in November/December, that would be a credit entry.  862 will be in credit side in 1588.


MS. SCOTT:  Yes, and reducing the 4.5.


MS. LI:  Okay.  And then -- by the way, the 4.5 is debit, right?  The principal addition is the debit.  I think so.


MS. SCOTT:  I will take your word on that.  I am not an accountant.


MS. LI:  Okay.  And then, so you said the first item is impact to the 1588 in that two months will be a credit item, and then 2.883 over-collection.  Is this a credit item?


MS. SCOTT:  In November and December, yes.


MS. LI:  In November/December again it's a credit --


MS. SCOTT:  Yes, it's a debit in January/February.


MS. LI:  Okay.  I am only talking about these two periods.


MS. SCOTT:  Okay.  Then it's a credit, yes.  So --


MS. LI:  It's a credit.


MS. SCOTT:  -- again, it reduces the 4.5.


MS. LI:  I am not sure it's reduce the 4.5, since I am asking for the explanation of principal addition of 4.5 million.  So it's -- 4.5 is a positive amount addition, right?


MS. SCOTT:  Absolutely.  Yes.


MS. LI:  So you need to explain as a debit amount rather than credit amount, so you said these two reconciliation item, the impact to 1588 is a credit amount of 862K, and then 2.883 million, so as a result the total of these two is 3-point -- roughly 3.6 million credit in the account.  So in order to get the principal addition of 4.5 million, then the debit amount has to be 4.5 plus 3.6, basically, to me.


MS. SCOTT:  No, no, no, the original 4.5 was a -- plus-4.5 stands on its own, and then these other adjustments are done, bringing that down to 750.  So does that clarify things?


MS. LI:  Oh, okay.  Hold on.  So these two are actually not included in 4.5?


MS. SCOTT:  That's right.


MS. LI:  And it's booked in 2011?


MS. SCOTT:  Which?  Sorry, no, the 4.5 was --


MS. LI:  Not 2011, but the next year.


MS. SCOTT:  The 4.5 was booked in November and December --


MS. LI:  Right.


MS. SCOTT:  -- and then these adjustments resulted in that being reduced to the 750.


MS. LI:  So where are these adjustments recorded?


MS. SCOTT:  Well, the one is recorded in October and November/December, the one -- it's credited in November/December, debited in October.  The other one is debited in -- sorry, yes, debited in 2000 -- or the next year, and then credited in November and December.


MS. LI:  So I wonder if you can provide these adjusting entries to me, that -- because --


MS. SCOTT:  Well, we thought we had in the response to the interrogatory.  There was nothing that had to be -- we felt had to be updated in the interrogatory.  If it's not giving -- if it's not providing you with enough information...


MS. LI:  So what comprise of this 4.5 million then in these two months?


MS. SCOTT:  That would be the difference between the, as I was talking about, the difference between the fixed price compared to the actual price, based mainly on the kilowatt hours in November/December.


MS. LI:  So basically said the majority is related to the reconciliation?


MS. SCOTT:  Well, it hasn't been reconciled yet.


MS. LI:  Yes, I still wonder if you can provide the journal entry and the reversal entry to me, because to me I am still not clear of the sign and how the sign impact the account balance.


MS. SCOTT:  We will provide the entries that we provided before then for you.  I am not sure...


MS. LI:  I don't think you provided any entry in the response to that question.


MS. HELT:  Just by referring myself to the response to Board Staff Question No. 71, there was a request to have a list of the adjustments, journal entries and supporting documents.


MS. LI:  Yes.


MS. HELT:  And there was a written response, but there were no --


MS. LI:  No journal entry provided.


MS. HELT:  -- no journal entries provided with that.  So if you would undertake to provide those journal entries.


MS. SCOTT:  Okay.


MR. CASS:  Maureen, can I speak up here?  I've really lost the thread of this, and I apologize.  I don't understand these types of accounting debates and accounting entries and that sort of thing.  Couldn't there just be a discussion offline about this so that we don't have this whole room of people sitting here X number of dollars per hour listening to prolonged debates about accounting subjects and other things?  I don't understand the context of this being debated at length in a technical conference.  I am just missing it.


MS. HELT:  And I appreciate your comment, and a technical conference really isn't one where there are to be debates or arguments with respect to accounting principles.


I think what Board Staff is trying to elicit is some of the supporting documentation or clarification on how certain numbers were arrived at.


Certainly, if there are other issues that the parties could benefit from an offline discussion, that is certainly allowed to occur.  However, for the purpose of the technical conference, if we do have questions where any of the parties are seeking clarification of certain evidence or background information, they are entitled.  And I am not suggesting that you are not suggesting that they aren't, but they are entitled to put it to the panel, to get something on the record.


But perhaps your point is a good one, in that all parties should try and ensure that their questions do relate specifically to clarification of the evidence, as opposed to something more general in the form of argument of accounting principles.


So just so I note the last undertaking, that is LT1.18, and that was an undertaking with respect to providing the journal entries and supporting documents as requested in response to Board Staff IR No. 71.  Thank you.

UNDERTAKING No. LT1.18:  to PROVIDE JOURNAL ENTRIES AND SUPPORTING DOCUMENTS AS REQUESTED IN RESPONSE TO BOARD STAFF IR NO. 71


MS. LI:  Okay.  So the next question is No. 29.  I think CCC has already mentioned that, but I just have a follow-up question.


You mentioned that the 285,000 was related to the incremental costs of internal staff for IFRS and the transition project, and the three temporary staff and the two staff are 100 percent devoted to the project.


So I just wonder for these two internal staff 100 percent devoted to the IFRS project, did Hydro Ottawa hire external people to do the original job?


MR. SIMPSON:  So the full answer to the question -- I will expand a little bit on what we covered earlier with the CCC questions -- is there are two permanent staff who have been charged to some degree to the IFRS deferral account.  Not in full, but to the extent of 90 percent.  And I will come back to exactly their purpose in a moment.


We also have had, over the course of the IFRS project, which is already almost three years -- on for three years, we have had some temporary clerical staff along the way.  They are no longer with us right now.  We had two co-op students at different times, and one temporary clerk for one specific purpose throughout the project.  None of those are currently with us anymore.


One of the permanent staff is a manager of financial projects; that is a project manager and lead on the project who reports directly to me.  She is our primary liaison to our external project partners, our audit firm who has been working with us on the project for two or three years, and prepares all of the information related to running meetings and core team related to the project itself internally.  She was hired specifically for that purpose almost two years ago now, and is the lead on the project, reporting to me.


What we have not included is through the project, it has a core team, it has a steering committee, which includes on a core-team basis, everybody you see on the panel here, a cross-section of staff from across the organization, be it operations, regulatory, finance or IT, who have put time into the project over the last two or three years.


None of that time has been charged to the IFRS deferral account.


MS. LI:  Okay.


MR. RUBENSTEIN:  Can I actually jump in with a follow-up?  The other permanent person, what is that role specifically?


MR. SIMPSON:  The other permanent person also works, essentially, exclusively on the IFRS project.  We charge their time 90 percent.


I may want to take a minute with internal counsel.  There are some specifics related to that position that I am not sure we should talk about in the public forum.  I would be happy to explain; I just want to be a little bit careful on a human resource issue.


MR. RUBENSTEIN:  Sure.


MR. SIMPSON:  Can I take that minute?


MS. HELT:  Certainly.  Go ahead.


[Witness confers with counsel]


MR. SIMPSON:  Thank you for the time.


Essentially, the other person who is permanent staff member also works full-time on the project.  We allocate their time 90 percent to the project.


MR. RUBENSTEIN:  And you are not going to tell me the other 10 percent?


MR. SIMPSON:  No, the other 10 percent is essentially because they are working full-time on the project, but our IFRS project in Hydro Ottawa also picks up the holding company and our affiliate, Energy Ottawa, and so we don't assign that time to the regulatory deferral account.


MR. RUBENSTEIN:  Okay.  That's fine.


And so the manager, special projects was hired for the purpose of the IFRS; did I hear that correctly?


MR. SIMPSON:  It was hired specifically for the purpose of the IFRS project.  It was hired -- and there was a specific business decision made here -- it was hired as a permanent position for a couple of reasons, one, knowing that the IFRS project would be an extended project, and the other being knowing that as a direct report to me, once the IFRS project is wrapped up, if that ever happens, there will be another special project coming right behind it.  It's a permanent position.


MR. RUBENSTEIN:  So you have a permanent project in mind that this person will do, or you are sort of --


MR. SIMPSON:  I do.  I have several.


MR. RUBENSTEIN:  Okay.  And the other person, was this individual hired for the purposes of the IFRS, or was this person employed before or in a similar --


MR. SIMPSON:  The person was employed before.


MR. RUBENSTEIN:  And then afterwards, this person will...


MR. SIMPSON:  Continue to be employed.


MR. RUBENSTEIN:  Right.  I mean –- okay.  But with Hydro -- what would the role -- what role would the person be doing afterwards?


MR. SIMPSON:  They will return to the role that they were engaged in prior to the IFRS project being engaged.


MR. RUBENSTEIN:  And that spot that that person had left -- so this individual was at whatever the role there was before the IFRS project had begun, has a permanent employee come to replace that person in the interim?  How is that role being filled?


MR. SIMPSON:  No.


MR. RUBENSTEIN:  Okay.  That's fine.


MS. HELT:  Ms. Li, if you would like to continue?


MS. LI:  The next question is No. 30, related to the 1592, the HST ITC.


So in the application, I didn't see the Hydro Ottawa request for the balance related to the HST ITC, so I just want to confirm that Hydro Ottawa has requested the balance in account 1592, sub-account HST ITC, only for disposition in the rate application, not the zero balance, which is net of the contra-account balance?


MS. SCOTT:  Hydro Ottawa has not requested disposition of the HSTOVAT account in this rate application.


MS. LI:  So why not?  Because my understanding is there is a PH FAQ issue December 2010, and the question wouldn't specifically address that, even though there is a contra account set up, but that's for the reporting purpose, and then the applicant should bring the disposition of the sub-account, that sub-account, not including the contra account balance for this position in the rate application.


MS. SCOTT:  Our understanding was that the Board wanted to see the quantum of the savings before they ruled on disposition, and that would not be available until we stop recording amounts in that account which, would be the end of when we have rebased.  So our intent was to bring it forward next time we go to clear our accounts.


MS. LI:  So your intent is bring forward next cost of service rate application, not in this rate application?


MS. SCOTT:  That's correct.


MS. LI:  Okay.


MS. HELT:  Perhaps this would be a good time to take the afternoon break.  I do note that Board Staff has questions remaining on the modified IFRS, as well as certain questions concerning deferral and variance accounts, specifically account 1562 and the deferred PILs.  So if we took a break until 4:00 p.m., I believe Board Staff would likely be able to finish their questions today, which would be before 5:00 p.m., and then we would proceed tomorrow morning at 9:30 first with Schools, to be followed by VECC, if that's all right for everybody here.


Okay.  Then we will take a break 'til 4:00 p.m.  Thank you.


--- Recess taken at 3:48 p.m.


--- On resuming at 4:03 p.m.

MS. HELT:  Okay.  We may as well get started.


We were about to start into questions by Board Staff with respect to the modified IFRS, and I believe, Ms. Li, you are asking these questions on behalf of Board Staff?


MS. LI:  Yes.


MS. HELPT:  You may proceed.


MS. LI:  So for Question No. 31, in relation to the interrogatory response to Board Staff Question No. 39, so an internal analysis in relation to the components and estimated useful lives of PP&E was provided in the response.  We also noted that in attachment 1 of this internal analysis, internal report, the useful life adopted by Hydro Ottawa was compared to Kinectrics' useful life, and then differences were outlined.


So we noted that in many instances, asset categories -- i.e. the componentization –- are different than the ones suggested in Kinectrics' report.  However, no detailed reason was provided.


So can you please provide reasons for the assets that have been grouped together by Hydro Ottawa?


MR. BENNETT:  Yes, absolutely.  And perhaps I will try and do (a) and (b) at the same time, because they are related.


And first, I should preface it that Hydro Ottawa did its analysis prior to the Kinectrics report coming out.  In fact, they came to us for input on their report, and we subsequently reviewed their report in relation to our numbers, and we did some minor modifications here and there.  But I will give you an idea of some of the items.


So for example, overhead line switch, in the Kinectrics report, I believe they have overhead line switch, overhead line switch motor, overhead line switch RTI, overhead integral switches and re-closers.  So they have five separate components identified.


And in our scenario, we have one component.  And so the rationale for that is Hydro Ottawa has a small number of old motorized switches and oil-filled re-closers, most of which are at or past their depreciated life, and for the last number of years all our new switches are fully integrated, SCADA-monitored and controlled, and that will be sort of the standard switch going forward, which will be a smart grid-related item that can be monitored and controlled from our system office.  And we identified a useful life of 25 years for that integrated switch, which is fully enclosed.  And it's partly an IT item.


Other examples that we identified, for example, there was overhead transformers and voltage regulators, station service transformers and pad-mounted transformers, so three Kinectrics components.


And Hydro Ottawa has a transformer overhead and underground for 30 years.  So these would be distribution transformers, both overhead and underground.  Ottawa, we identified 30 years as a life.  We don't put units back into service that are over 30 years old, so any unit that came back in, we would retire it.  And our experience is that with salt, winter effects and plus some questions about what future rules might come about for oil-filled equipment, 30 years was deemed an appropriate life for that.


Another example would be in the Kinectrics', they talk about station metal-clad switch gear overall, station metal-clad switch gear removable breaker, station independent breakers, station switch, electromechanical relays, rigid bus bar and steel structure, so six components.


And we broke it into two Hydro Ottawa components, which were station switch greater than 50kV and station switch gear less than 50 kV.


The reality is that the majority of stations' equipment would fall into the three of the categories identified in Kinectrics'; that would be station metal-clad switch gear overall, station metal-clad switch gear removable breaker, and electromechanical relays.  Each of those was given a 40-year, 40-year and 35-year life, respectively.  We chose 40 years as our number, based on our experience, and it matches fairly closely with Kinectrics.


Another example was solid-state relays, digital and numeric relays, remote SCADA, so three Kinectrics components.


And Hydro Ottawa has one component, which is SCADA RTU relay communication equipment.  The reality is that stations relays and RTUs are merging, so in our new stations, the relays are intelligent, they are IT devices.  You don't need an RTU.  These are basically IT-based equipment, fully integrated.  It's kind of a specialized PC, and we are concerned with what the future of IT components might be.  We chose a 15-year life as a realistic life expectancy.


Another example was primary EPR cables, and a variety of primary non-tree retardant XLP, direct buried tree retardant, non-tree retardant XLP induct, a total of five Kinectrics components into one Hydro Ottawa component, which is underground polymer insulated cable.


We don't have much EPR; most of our existing cable would either be non-tree retardant direct buried, in a lot of the suburban utilities.  Presently, all of our installations would be tree retardant XLP induct.  We chose 35 years.  We have not seen XLP cable the last 35 years, components like splices, elbows.


That, again, that was our expert opinion on that.


Another one was secondary cables.  Secondary PILC.  We don't have any secondary PILC.  Secondary cable direct buried, secondary cable induct, so three Kinectrics components into one Hydro Ottawa component, services, which we gave a 45-year life to.


And the last one that I think is relative to the question was with regard to underground civil structures, so underground foundations, underground vaults, underground vault roofs, ducts, concrete-encased duct banks, cable chambers, so five Kinectrics components we merged into one Hydro Ottawa component, which is underground conduit and cable.


We gave it a 40-year life, which is lower than some of the items above.  The majority of our installations are downtown, heavy traffic situations, a lot of salt contamination, a lot of roadwork, and most of the city streets are dug up within 40 years.  So we used the 40-year life expectancy for that infrastructure.


MS. LI:  Okay.  Thank you.


Just to follow-up that for clarification, for the componentization, basically, it seems that Hydro Ottawa considered the integration of each part, and then the value of each part of the total group, because sometimes you mentioned there is not much of these components, and then sometimes you mentioned that the part is going to be integrated.


So I just want to clarify in terms of the process, did you apply the two criteria suggested in Kinectrics' report in terms of componentization, the breakdown of the asset group?  One is the value of the components, if the value of the components is significant or material enough, relative to the value of the assets, which is these components.  The second one is a need to replace the component does not necessarily warrant replacement of the entire asset.


So did Hydro Ottawa apply these two criteria?  Or if not, do you have your formal criteria?


MR. BENNETT:  Yes, we did.  And as I said, we then worked with Kinectrics when they were producing the report, because we had already completed ours, and we reviewed them again after their report came out.


MS. LI:  So the criteria you applied is consistent with the criteria presented in Kinectrics' report?


MR. BENNETT:  Yes.


MS. LI:  Okay.  And the second follow-up is just now you mentioned that you -- why you choose IFRS life for certain assets that are within the Kinectrics useful life.


However, I did notice that there is some assets that -- with IFRS life which are outside of the range suggested by Kinectrics' life.  For example, in -- on the page 1, the overhead line switch, and IFRS life is 25 years adopted by Hydro Ottawa, and then the Kinectrics useful life, minimal is 30 years and the maximal is 55 years.


So can you explain that, why the useful life here is outside of the range?


MR. SIMPSON:  If I could just step in on that first.  Mr. Bennett has a detailed answer as to why those specific components might be -- might have come across a little different than the Kinectrics in our study and in our analysis.


If I just -- I just want to ask the question, is there an expectation from Board Staff that all components and all useful lives will be compliance and at the standards that come from the Kinectrics study?


MS. LI:  I can only say that my understanding is when they the Board issued Kinectrics' report, and there is a cover letter, says -- I think issued in -- I forgot the date --


MR. SIMPSON:  July 8th, 2010?


MS. LI:  Yes, July 8th, thank you.  So the cover letter does state that the Kinectrics report is a starting point, basically, for all the utilities, and then it's up to utilities’ management to choose the asset lines for the assets, basically.  However, I think that paragraph also talks about when the utility come to present the rate application, that utility need to explain and provide any justification for any changes in the rate application.  So that's why that we are asking this question, not -- because it's not -- it's a compliance issue, just to understand why the asset life choose -- or componentization level choose by Hydro Ottawa are different than the ones suggested in Kinectrics report, because also in the Kinectrics report there is a statistic showing that, I think from '67 to '90-something, that utility is -- can fall into the range, can actually -- the range suggested in the report apply to most of the utilities.  So that is why we are interested in explanation rather than it's compliant or not compliant.


MR. SIMPSON:  Okay.  Thank you for the clarification. So the intent is not to move to prescribed rates again?


MS. LI:  Because, you know, this is the first year that the Board going to prescribe rates under MIFRS, so we need to fully understand how and why the asset life is choosed -- is choosed by the utility.


MR. SIMPSON:  Sorry, I am not following that.  These are not prescribed rates in the --


MS. LI:  No, these are -- oh, you mean the prescribed rates in terms of Kinectrics?  No, it's not prescribed rates per se, no.


MR. SIMPSON:  Okay.  Thank you.


MR. BENNETT:  Okay.  I think you gave an example, and I think you were referring to the item that I first talked about, which was the overhead switch components.


MS. LI:  Yes.


MR. BENNETT:  So, for example, in the Kinectrics, as I said, they had five separate components.  So what Kinectrics is looking at is installations across the province, and those components, a lot of them would be Hydro One components, for example.


So in -- as I said, in Ottawa's case, a lot of those components don't exist in our system.  What exists in our system is an integrated -- presently is an integrated three-phase SCADA-controlled switch, would be most closely aligned with their items, line switch motor and line switch RTI, but it's an integrated switch.


So when we looked at it we said, what's the most appropriate useful life for a fully integrated switch, and 25 years matched the items that were identified in the Kinectrics report and matched our expectations from the point of view of a, as I say, a fully integrated IT-run component.


There was other items that were grouped, as I identified there.  So some of them have longer -- we have given them longer life.  Some we have matched very closely with Kinectrics.  But they are based on our specific Hydro Ottawa experience.


MS. LI:  Okay.  I think you answered both part (a) and part (b) for this question.  So moving on to the next question is the -- related to the borrowing cost to be capitalized in CWIP, so that's related to the Board Staff question No. 80.  So that question basically asking for the calculation of the 5.1 weighted-average interest rate on external debt claimed by Hydro Ottawa.


So Hydro Ottawa provided the calculation, and the calculation basically includes external debt of 15 million senior unsecured debenture, and the 200 million senior unsecured debenture.


So -- and then you stated in the response that Hydro Ottawa has followed Board guidance in estimating the CWIP rates for 2012, as it has used the rates determined for that acquired arm's length in accordance with IFIs.


So the part (a), basically, I am asking about the name of the debt.  I think you already mentioned for the 15 million was from holding company, if I am not wrong, and then for the name of that of 200 million senior unsecured debenture.  And part (b), it's related, because I am asking the name of the lender, because I want Hydro Ottawa to explain how this arm-length relationship between Hydro Ottawa and the lender for the purpose of determining borrowing cost to be capitalized in CWIP.


MR. GRUE:  I am not quite sure of the question, I guess.  But the bonds that were issued, the 50- and the 200 million, we handed out earlier today the supplementary trust indentures that they were issued under for the holding company.  The trustee for that is the Bank of New York.


So all of that is arm's length transaction.  I think ISA -- IAS, sorry, 23 is what we are following, and it recommends that where there is external debt in place, including if it's an affiliate or holding company, that would be the appropriate rate to use, which is what I am understanding the OEB has followed as well to be compliant with IFRS.


So this is the external arm's length debt that we have used to calculate that rate.


MS. LI:  So let me understand that these debts are acquired from holding company, and then you mentioned the Bank of America, which is the trustee for this debt?


MR. GRUE:  The Bank of New York is the trustee.


MS. LI:  Bank of New York.  So that's why, because the trustee is Bank of New York then, following the IAS, based on IAS 23, these debts are considered as arm length?


MR. GRUE:  That's correct.


MS. LI:  Okay.  Thank you.


Okay.  So the next question is 33, related to the Board Staff IR No. 90.  This question is in response to part (a).  Hydro Ottawa stated that the capital contribution referred in the application are the customer contributions received for the specific capital programs/assets, and then in the part (c) it stated that capital -- as per Hydro Ottawa's conditions of service, page 66, capital contributions are calculated based on burden cost.  So as a result, there is a reduction of capital contribution under MIFRS of 2 million due to the reduction of burden cost because of the application of IFRS 16, the PP&E -- the section.


So my part (a) question is, can you please clarify, since there is a contradiction between your response A and C, what's -- whether the capital contribution -- amount of capital customer contribution received by Hydro Ottawa or the amount calculated based on the burdened cost.


MR. SIMPSON:  I don't -- I will explain -- I don't believe there is a contradiction between the two, and of course, this is -- as you are aware -- changing under IFRS.


The capital contributions are the amounts of the customer contributions, which are received by our customers, but the amounts that are billed to the customers are based on the underlying cost of the asset, which includes burdens.  And it is the burdens that will be changing as we transition to IFRS.


MS. LI:  So how do you account for the other part, then, the reduction part of this capital contribution?


MR. SIMPSON:  The reduction in burdens under the rules of IFRS, the burden, the amounts that we have been burdening are no longer allowable, so those amounts will remain in OM&A.


MS. LI:  I mean the capital contribution part.  For example, you received the 100 million for capital contribution towards a number of capital programs.


Help me understand how the 100 million can become 80 million, for example, offsetting to the capital of the rebase.  Where did the other 20 million go?


MR. SIMPSON:  On transition to IFRS?


MS. LI:  Yes.


MR. SIMPSON:  The difference lies in the amount of allowable capitalization, and therefore remains in OM&A.  The amounts that are billed to the customers for the capital works done on a demand basis are the amounts based on the underlying cost of the asset, which is burdened.  And the burdening methodology will change under IFRS.


The total cost to us of providing and constructing the assets from a backroom, overhead-type cost remain the same, but they will no longer be applied to the asset as per the IFRS rules.  Not applied to the asset, therefore not charged to the customers.


MS. LI:  Okay.  So can you give me a reference, which is my part (b) question?  Can you provide the accounting reference to support this accounting practice of the reduction of capital contribution?


MR. BENNETT:  Maybe I can clarify it a little bit.  Just maybe an example would be useful in showing the difference.  So capital contributions, I will give you an example.


Somebody wants to build a building.  They need primary service.  We estimate the service is going to cost $100,000.  It's fully contributed capital, so as of this year, $100,000, that cost would include all of my engineers' time that -- associated with the work.  So we have a burdened rate for engineering; all of their time is associated with a capital program.  It would include supervisor, at times, so supervisor of design, the group that project-manages, and a supervisor of construction, the group that builds.


I don't know what the actual numbers would be after IFRS is in place, but for example, some of those overheads, if you like, the engineering burden and the supervisory burden is no longer part of that estimate, so to speak.  So it's not part of the capitalized cost.


So now my estimate to the customer goes out.  Now it's $90,000, so they pay me $90,000 in contributions.


$10,000 of cost is still there, but it's now in OM&A.


MS. LI:  Okay.  Now I understand.


So correct me if I am wrong, so basically the customer contribution is depending on your calculation?


MR. BENNETT:  Absolutely.


MR. SIMPSON:  Yes, it is.


MS. LI:  Okay.  Thank you.


So the next question is related to the employee -- post-employee benefit, so Board Staff Question No. 91.


Due to the transition to IFRS, there is 2.8 amortized loss, things Hydro Ottawa elected the IFRS 1 exemption, so that 2.8 in amortized loss is recognized one time on transition date on the balance sheet.


And then in the rates, as a result, the pension expense is reduced by 152K from the comparison of total estimated benefit cost under IFRS versus CGAAP.


So the 152 reduction in the 2012 pension expense is forecast by Hydro Ottawa for an estimated amortization of this 2.8 actual loss for 2011.


So basically, my first question is just to clarify.  I was asking this question before, but I didn't really fully get my answer back.


So just provide the calculation of this 152K by providing how you amortize, basically, the formula for this 152K.


MR. SIMPSON:  The formula comes from the actuary.  It's not a formula that we work from, but I can tell you that the calculation -- and we could perhaps work through some of the documents if we need to, that have been provided by the actuary -- but the calculation of the 152K is the unamortized net actuarial loss reduced by the 10 percent corridor for the accrued benefit obligation times 10 percent, divided by the average remaining service period.


MS. LI:  Which is how many years?


MR. SIMPSON:  I will just double-check.


It is 13.3 years.


MS. LI:  Okay.  Thank you.


And then the part (b), the question is related to your response to the original interrogatory, part (d), because you indicated that external auditor is currently in process of reviewing the actuarial evaluation reports as part of the audit of IFRS opening balance.  And the result of the audit is expected to be available and presented to the audit committee in November this year.


So in the response, you also provided two actuarial reports; one is under CGAAP, and one is under IFRS.  So I guess my first question under (b) is just to clarify which actuarial report the external auditor is in the process of reviewing.


MR. SIMPSON:  The one that was currently being reviewed is the IFRS version of the actuarial report.


MS. LI:  Okay.


MR. SIMPSON:  The CGAAP was reviewed at year-end 2010.


MS. LI:  Okay.  Which answers my second question in a sense.  External auditors, they have reviewed the actuarial report under CGAAP, which gave rise to the 2.8 amortized actuarial loss?


MR. SIMPSON:  Yes.  Yes, they have.


MS. LI:  Okay.  So the next question, 35, is related to the PP&E deferral account Hydro Ottawa proposed in this rate application.


So in the updated evidence, the calculation of the amount to be recorded in this deferral account is changed from 427K to 123K in relation to the PP&E component of rate base.  So the effect on revenue requirement is 39,000, including the 31 amortization of the deferral account, and the 9,000 return on rebase associated -– calculated on the deferral account balance.


So I just want to clarify if the amortization part of the PP&E deferral account is included in depreciation expense for the test year.


MS. SCOTT:  No.  It is only in the deferral account.


MS. LI:  No?  You mean your answer is no, it's only in the deferral account?


MS. SCOTT:  It's not included in the MIFRS depreciation; it's included only in the deferral account.


MS. LI:  Okay.  Thank you.


And then the next question is in relation to the -- a new deferral account proposed by Hydro Ottawa to capture that 2.8 amortized actuarial loss required for post-employee benefits.  So Hydro Ottawa basically proposed a new deferral account to capture the one-time adjustment.


My first question is basically -- is to confirm whether the proposed deferral account for 2.8 million corresponds to the reduction of 100K pension expense in the rate application.


MR. SIMPSON:  Yes, it does.


MS. LI:  And also I would like to -- because in that response, we asked for the proposed journal entries, and we would like to clarify for a number of the accounts proposed by Hydro Ottawa.


So basically, there is a -- sorry, bear with me.  So there is an entry that has benefit, in the first journal entry there is -- what's the benefit account proposed by Hydro Ottawa?  Can you please clarify?


MR. SIMPSON:  Yes, the benefit account as it was listed there should have been more detailed.  It is the employee future benefits.


MS. LI:  Is it -- do you know the USofA account for that?


MR. SIMPSON:  Not offhand here I don't --


MS. LI:  Okay.  So basically --


MR. SIMPSON:  -- although -- sorry, one moment.  I may have that for you.


MS. LI:  Okay.


MR. SIMPSON:  Yes, I do have that, sorry.  It's part of one of the next questions that we will hand out.  The USofA is 2306.


MS. LI:  2306, which is the liability account.


MR. SIMPSON:  Yes, employee future benefits liability.


MS. LI:  Okay.  And then the second question is, in the second journal entry, is to recall collection from customer, which is to debits the distribution revenue.


Can you please clarify why the collection from customer going to debits debit to the distribution revenue?


MR. SIMPSON:  We looked at that again, and that does need to be corrected.  The distribution revenue should not be debited, but rather, employee future benefit expense would be debited.


MS. LI:  Okay.  You said employee future benefit expense.


MR. SIMPSON:  Yes.


MS. LI:  Okay.


MR. SIMPSON:  Which is USofA 5645.


MS. LI:  Okay.  Thank you.


So for the next question, part (c) is -- not next question, only part (c) of this question.  I think we already touch on this question.  It's 2.8 loss is actuarial loss is audited by the external audit, right?


MR. SIMPSON:  That's correct.


MS. LI:  Okay.  Thank you.


Then we move on to the next question, 37.  Is a deferral account, new deferral account, proposed by Hydro Ottawa to capture the gain and loss and dispose of pooled assets and the proposed journal entry to record transactions.


So can you -- first part is, can you please define the pooled assets and associate the USofAs?


MR. SIMPSON:  Sure.  So as has been noted in Interrogatory K11-1-8, Board Staff Question 86, we defined the pooled assets as a group of homogeneous assets, such as pools, where we do not track each of the assets separately in our accounting system, but rather have a pool per year.


So the significant groups of pooled assets and the associated USofAs are 1830, poles, towers, and fixtures; 1835, overhead conductors and devices; 1840, underground conduit; 1845, underground conductors and devices; 1850, line transformers; and 1855, services.


MS. LI:  Okay.  Thank you.


So also in that response we asked for the proposed journal entries.  We are not clear that from the journal entry presented that how the gains on disposal of pooled assets and the losses on disposed-of pooled assets, are to be recorded, so can you please propose journal entries separately for the gains and disposal of the pooled assets and the losses on disposed-of and pooled assets, and with associated UsofAs?


MR. SIMPSON:  Yes, and we have a handout on that to send around --


MS. LI:  Okay.


MR. SIMPSON:  -- the full journal entries, both in the scenario of the loss on the disposal of a pooled asset and the gain on the disposal of a pooled asset.


MS. HELT:  We can mark this document MT1.12, which is response to Board Staff Technical Conference Question No. 37B.

EXHIBIT NO. MT1.12:  DOCUMENTED RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION No. 37B


MS. LI:  Okay.  For the part (c) of this question, can you please clarify in the second journal entry proposed by Hydro Ottawa that what's included in loss recovery revenue, and please identify the USofA account as well?  I am not sure if you fixed that in the new sets of --


MR. SIMPSON:  I believe that is included in the handout.


MS. LI:  Okay.  Loss -- the lost revenue, recovery revenue, which -- can you point to me that which account it relate to in the new handout?


MR. SIMPSON:  The loss recovery revenue...


I think maybe the best case to do is to go through the -- maybe even take it offline and go through the entries.  I am not sure -- sorry, let me go back to the original response.  Loss recovery revenue...


MS. LI:  So bottom line is, are you going to replace the journal entry proposed in the response to Board Staff interrogatory with journal entry you just handed out?


MR. SIMPSON:  That is exactly the bottom line, and --


MS. LI:  Okay.  So that's -- and then we can --


MR. SIMPSON:  -- so with the fullness of time, if there is issues with the handout --


MS. LI:  Okay.  Yeah.


MR. SIMPSON:  -- I am happy to discuss them.  We want to make sure we get the accounting right.


MS. LI:  Okay.  Sure.


So that is all the MIFRS questions.  Next I would like to go through the 1562 questions.  That's the second batch of questions issued by Board Staff.  So I just wonder that, because a lot of questions very specific, and then relate to the numbers on the model, so I just wondered if you had a chance to go over the questions and have responses already, like, specific responses already.


MS. SCOTT:  No, we -- all of these that came in late on the PILs deferral will have to be answered by an undertaking.  But we did have one question of clarification.  On question 38, when you asked for 2001 to be done --


MS. LI:  Right.


MS. SCOTT:  -- my understand is there is a different methodology in 2001 versus '02 to '06 or '02 to '05.  Which methodology did you want us to do that under?


MS. LI:  '02 to '05.  Why don't you -- is there any significant difference between these two methodology?


MS. SCOTT:  My understanding, there is some difference, yes.  It was...


MS. LI:  Is it possible for you to prepare under two models and then give us both?


MS. SCOTT:  But that -- my understanding was that, going back, you were not changing the methodology, so I -- we wanted to clarify that you wanted us to use the 2002 methodology, because my understanding was it was correcting for mistakes in the model, but not correcting for methodology.


MS. LI:  Yeah, there is -- so you're proposing that using the 2002?


MS. SCOTT:  Yes.


MS. LI:  Okay.  Yes, so are you going to file the model?


MS. SCOTT:  Yes, we will take the 2002 model and modify it for the fourth quarter of 2001.


MS. LI:  Okay.


MS. BINETTE:  And would that explain the negative 45,250?  I think it was some entry from a previous year.  So that was in the 2002 column, and I guess it came from an adjustment from 2001.  Would that...?


MS. SCOTT:  It's possible.  I can't confirm that until we have completed it all, so...


MS. BINETTE:  Okay.


MS. SCOTT:  But we will file answers to all your questions in undertakings.


MS. HELT:  So perhaps we can just note that as one interrogatory, to provide responses to Board Staff Technical Conference questions number 38 to 39, 40, 41, 42, and 43.


MS. LI:  Yes.


MS. SCOTT:  And that will be...


MS. HELT:  That will be Undertaking 1.19.

UNDERTAKING NO. LT1.19:  TO RESPOND TO BOARD STAFF TECHNICAL CONFERENCE QUESTIONS 38 TO 43

MS. SCOTT:  Thank you.


MS. HELT:  I think given the time now, this is a perfect time to stop for the day.


We have gone through most of the questions, but for those from SEC and from VECC, so we can start tomorrow morning at 9:30.  We will deal with any preliminary matters at the outset, if there are any, but otherwise we can get right into it.  And we will just see how the day goes, and if we think we can get finished before lunch, we may break a little later, and if it doesn't appear, then we will continue on as we need to.


Are there any time restrictions for anybody other than what I already know for yourself, Mr. Harper, perhaps?


No?  Okay, then.  So we are adjourned for today.  Thank you.


MR. AIKEN:  Just one quick question.  Is Hydro Ottawa going to file electronic copies of all the MT exhibits that were filed today and will be filed tomorrow, so we have the electronic copies on WebDrawer?


Yes?  Okay.


MS. HELT:  Okay.  Thank you.


--- Whereupon the conference adjourned at 4:45 p.m.
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