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Thursday, October 27, 2011

--- On commencing at 9:32 a.m.

MS. SEBALJ:  Good morning, everyone.  My name is Kristi Sebalj and I'm legal counsel for the Board.  We're here this morning for Guelph Hydro Electric Systems.  The docket number is EB-2011-0123.  And I am accompanied by a number of Board Staff.  To my right, furthest to the right, is Alison Cazalet.  To my immediate right is Birgit Armstrong, who is the case manager.  To my left is Maggie Zhu, and then we have a group in the back, as well, and I think some that are coming later.  So you've attracted the best of the Board.

The application was filed by Guelph on June 30, 2011, under section 78, for permission to increase its delivery charges beginning January 1, 2012.  The notice of application was issued on July 18th in Procedural Order No. 1, which was issued on August 5th.  Among other things, the Board set dates for interrogatories and interrogatory responses and issued a draft issues list for comment.

The Board also made provision for submissions on confidential material filed by Guelph Hydro on June 30th, 2011.

On August 19th, the Board issued a decision on confidentiality with respect to that request.

After requesting and being granted an extension file its interrogatory responses, Guelph Hydro filed partial responses on September 30th and the remainder of the interrogatory responses on October 11th.

In the second procedural order, the Board provided the final issues list, deemed certain issues pertaining to the Green Energy and Green Economy Act ineligible for settlement and made provision for today's transcribed technical conference.

The Board requested that parties participating in the technical conference file a list of issues, questions or matters for which they seek clarification on at the technical conference, and, as we all know, that has been done.  And as I understand it, Guelph Hydro has provided written answers.

Guelph Hydro noted on September 30, 2011 that it was filing School Energy Interrogatory Response No. 15 in confidence, and on October 11th Guelph Hydro filed School Energy Interrogatory Response No. 25 in confidence.

In Procedural Order No. 3, the Board made provision for submissions and reply with respect to those confidential filings.  And on October 26th, the Board issued its decision - that was yesterday - with respect to the confidentiality requests.

The Board also notes that Guelph Hydro will be required -- sorry, the Board also noted that Guelph Hydro would be required to respond to any undertakings given at this technical conference on or before November 8th.  There is also provision for a settlement conference, and, of course, the oral hearing is set down for December 5th.

I remind all parties that this is a technical conference.  It is being transcribed.  And I saw the court reporter giving you some -- a short tutorial on the mic system.  For those of who you who aren't familiar, it is a fairly sensitive system.  You need to press the button in front of you and ensure that the green light comes on; and, also, you are connected to each other, so that if your pod mate turns off the mic, they turn it off for you, as well.  So just be careful of that.

I also remind you...

[Microphone not activated]

MS. SEBALJ:  I also remind you that we - sorry, Maggie, I didn't mean to call you out there - that there is no adjudicative panel here today.  If there are any disputes, we will make every attempt to resolve them here, and, if we can't, we'll have to seek guidance from the Board Panel.

Do you have any preliminary matters, Mr. Sidlofsky?
Preliminary Matters


MR. SIDLOFSKY:  Just a couple of comments, Ms. Sebalj.  Thanks.

Guelph Hydro has provided seven representatives this morning to assist the Board Staff and the parties in responding to the -- to any follow-up questions on the technical conference questions.  I should note a couple of things.  I'll introduce them when we do the appearances this morning, but I will mention Nicole Mailloux, who is Guelph Hydro's vice-president of human resources - she is sitting at my far left, at the end of the table - she will be responding to the Schools' Technical Conference Question 16, in which Guelph Hydro was asked for a verbal explanation at the technical conference of the graphs provided in the pay line analysis.  So that will be Ms. Mailloux's area.

You will also note from both in the electronic version of the responses to technical conference questions that were distributed yesterday afternoon and in the hard copy, as well, the cover letter to those responses indicates a number of interrogatories that will be the subject of undertakings -- or, excuse me, a number of technical conference questions that will have to be the subject of undertakings by Guelph Hydro.  I understand there simply wasn't enough time to cover all of those questions in advance of the technical conference.

I'm not sure how you would like to do that, Ms. Sebalj.  Maybe one undertaking to respond to that group of questions?

MS. SEBALJ:  Sure.  Can you --


MR. SHEPHERD:  No, hang on a second.  So the purpose -- Jay Shepherd, School Energy.  The purpose of the technical conference is so we can have a dialogue on these questions, so that we can get to the full answer.  So normally we will see an answer and have a chance to talk about it.

In this case, something like half the questions are not answered.  So I think that we need to have an opportunity to have a dialogue about those once we see the answers.  I don't think it's appropriate to just say, We're only going to answer them in writing, the end.

So I'm putting on the record that I think another opportunity has to be scheduled to talk about these, or if some of them could be talked about today, that's fine.

MR. SIDLOFSKY:  I would ask Ms. Birceanu, Guelph Hydro's manager of regulatory affairs, to deal with that, but I will say my understanding is that Guelph would be prepared to discuss those matters today.  They are prepared to provide written responses, though.  They simply can't have them for this morning.

MR. SHEPHERD:  Okay.  Well, my suggestion, then, is when we get to the questions, we ask them, they give us as much as they can give us, and then take an undertaking for each one that we need.

MS. SEBALJ:  Right.  And I guess we won't know until we hear that whether a further opportunity is required or a further technical conference.

Okay, that sounds fine.  So we'll mark these individually as they arise.

MR. SIDLOFSKY:  Thank you, that's fine.  And one last item.  Yesterday's decision on confidentiality with respect to School's interrogatories 15 and 25 came out around 4 o'clock this afternoon (sic).  I believe that some of the Guelph Hydro people were already on their way into Toronto at that point.

Guelph Hydro is prepared to refile its response to School's Interrogatory No. 25.  They simply don't have that available today.

MS. SEBALJ:  And do they know when it will be available or...

MR. SIDLOFSKY:  Ms. Birceanu?

MS. BIRCEANU:  By November 8.

MS. SEBALJ:  Pardon?  Sorry?

MS. BIRCEANU:  As soon as possible, in two or three days, but by November 8.

MS. SEBALJ:  So the undertaking --


MS. BIRCEANU:  Yes.  It's an undertaking.

MS. SEBALJ:  Is that acceptable?

MR. SHEPHERD:  Oh, yes.  That's fine.

MS. SEBALJ:  Good.  And then I understand -- so that's just the written version of what has already been filed electronically that Guelph provided this morning; is that right?  We were provided with a number of Cerlox-bound materials.

MS. BIRCEANU:  Right.

MS. SEBALJ:  So that has already been filed and has an exhibit?

MS. BIRCEANU:  I understood.

MS. SEBALJ:  The Cerlox-bound materials, I just wanted to confirm that there's nothing new there, that it's all been filed electronically through RESS prior to today?

MS. BIRCEANU:  Correct.

MS. SEBALJ:  Thanks.  So, with that, I will ask for appearances, please.  Was there something else?
Appearances

MR. SIDLOFSKY:  No.  No, that was all.  I was just going to state my name and introduce the Guelph Hydro representatives who are here.

My name is James Sidlofsky, counsel to Guelph Hydro.  From my far left, as I've mentioned, is Nicole Mailloux, vice-president of human resources for Guelph Hydro.  And moving right from Ms. Mailloux, Mike Koktan, Guelph Hydro's manager of accounting; Cristina Birceanu, manager of regulatory affairs; Ian Miles, chief financial officer; Michael Wittemund, manager of distribution engineering; Matt Weninger, director of metering and conservation; and Kazi Marouf, chief operating officer.

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

MR. GARNER:  Mark Garner representing VECC, Vulnerable Energy Consumers Coalition.

MR. MacINTOSH:  David MacIntosh for Energy Probe.

MS. SEBALJ:  All right, thank you.  I believe we had settled on an order, but that's been changed.  Board Staff is going to go first; is that the...

MS. BIRCEANU:  Unless VECC is prepared to?

MR. GARNER:  No, that would be -- that would suit me.  I only have one time constraint.  I'm only available here until 3:00 o'clock today, and so if I have an opportunity before then to ask my questions.  And I believe they'll probably take less than 30 minutes.

Thank you.

MS. BIRCEANU:  Do you want to go first, or not?

MR. GARNER:  No.  I'd prefer to have a little bit of time.  Thank you.
GUELPH HYDRO ELECTRIC SYSTEMS INC. – PANEL 1

Nichole Mailloux


Mike Koktan


Cristina Birceanu

Ian Miles


Michael Wittemund


Matt Weninger


Kazi Marouf

Questions by Ms. Armstrong


MS. ARMSTRONG:  All right.  Then I guess we're going to start off.

We'll start off with individual undertakings, then.  First one, Technical Conference Question No. 4, a Board Staff Technical Conference Question, we will treat that as an undertaking, both responses (a) and (b).

MS. SEBALJ:  So that would that will be marked TCU1.1.

MR. SHEPHERD:  Can I just ask a question here?  Sorry.

I understand that you're happy to take an undertaking but I guess I -- the first part of the question is pretty straightforward:  What's the nature of the software?

Can you help us with that?

MR. WENINGER:  The nature of the software is smart metering back office infrastructure software.

MR. SHEPHERD:  Thanks.

MS. ARMSTRONG:  Yeah, I mean, our question was the 15-year life span on a software.  Can you expand a bit on that?

MR. WENINGER:  The software that is being referred to is system software.  It's not the same as consumer software in the sense of Microsoft Office or Word or Excel.

It is a systems piece of software, and similar to other systems pieces of software, there are generally annual updates.  The system generally has a longer lifespan than, say, three to five years, and the annual updates generally make sure the system is functional for an extended period of time.

We would at that point the software would come close to lasting the lifespan, the anticipated lifespan of the smart meters, which is 15 years.  Similar to other corporate system software, for example, our customer information system; that's something that lasts much longer than three to five years.

On the hardware side, the hardware that's an element of that system very likely will not last the 15-year period, and the hardware likely will need significant upgrades throughout its lifespan.  At this point, it's too early to tell what time frame that is, but five years, seven years, eight years, is not unreasonable, based on similarities with other systems that are sort of system software tools.

MR. SHEPHERD:  I hope you don't mind me following up at the time.

MS. SEBALJ:  No, that's fine, Jay.  That's fine.

MR. SHEPHERD:  This is some kind of middleware or something, or workflow program?

MR. WENINGER:  It's the system that manages the smart meters, manages the network communications for the smart meters, manages all the data flow that comes in on a daily basis, and then passes it on to other corporate systems that in turn interface with the provincial MDMR and our customer information system.

So it's essentially the data-gathering tool for all of the smart meters.

MR. SHEPHERD:  So it's a system that's proprietary to the meter manufacturer, or it's an SAP or Oracle sort of back office?

MR. WENINGER:  Sorry, it's not proprietary to the meter manufacturer.  The meters themselves are -- the AMI provider that we've chosen is actually meter vendor-agnostic, so the meters can be interchanged or supplied from other suppliers.

But it is proprietary to the networking communications infrastructure that's out in the field, that the meters talk to, the back office software.  That is proprietary.

MR. SHEPHERD:  To the AMI?

MR. WENINGER:  Yes.

MR. SHEPHERD:  Okay.  Thank you.

MS ARMSTRONG:  what's the relationship to the back office system that you are proposing for the smart grid initiative?

MR. WENINGER:  Those are two different back office systems.  The smart grid initiative back office system is leveraged on top of and must interface with the AMI back office software system, because the AMI system is where the meters and the meter -- the customer information, the premise information, the linkages between the meter and the networking are required.

So we need the AMI system to manage our meters, our data flows, our passing of information to other systems.

The proposed smart grid system essentially interfaces with, sort of sits on top of, but it is actually a discrete system.  There isn't an upgrade path to the AMI software that adds functionality that is proposed in the smart grid system.  They are actually two discrete hardware/software packages, systems.

MR. ARMSTRONG:  Okay.  Thank you.

MR. SHEPHERD:  So are you writing the interface to that, or is your AMI vendor writing an interface?

MR. WENINGER:  The AMI vendor actually has interfaces with the AMI and a number of other software tools, including the one that we're proposing.

MR. SHEPHERD:  Smart grid?

MR. WENINGER:  Smart grid, correct.

MR. SHEPHERD:  So you're requiring that, as well?

MR. WENINGER:  That is embedded with the smart grid proposal.

MR. SHEPHERD:  Thanks.

MS. SEBALJ:  So from Board Staff's perspective, that's a full answer to that question.  Okay.  So can we, for the record, scratch what I called TCU1.1, please?

MS. ARMSTRONG:  Then Board Staff Technical Conference Question No. 5, I know we've had a number of interrogatory responses on that, both Energy Probe and Board Staff.

I just want to get clear on what depreciation methodology you are actually using for the 2012 rates.  Is it full-year?  Is it half-year?

MR. KOKTAN:  When we originally filed, we had used the full-year method of depreciation, but we do agree that the half-year rate is -- method is appropriate for rate-setting purposes.

MS. ARMSTRONG:  Okay.

MR. SHEPHERD:  Again, sorry, you're asking all the same questions I was going to ask, so I have follow-ups.

I hope you don't mind.

MS. ARMSTRONG:  No, that's fine.

MR. SHEPHERD:  There are a whole lot of continuity schedules in the evidence right now.  The final one that is the basis for your rates is actually full-year for every year until 2012, and then a half year in 2012?

MR. KOKTAN:  No, it was actually a full year applied consistently from 2008 to 2012.

MR. SHEPHERD:  No, no.  I understand that's what you originally filed, but now what you're asking for now is full-year every year except 2012?

MR. KOKTAN:  No.  We would be going back retroactively and applying the half-year rule to adjust to the appropriate -- appropriate net book values.

MR. SHEPHERD:  Okay.  But your previous years, your rates were set based on a full-year rule, right?

MR. KOKTAN:  Yes.  Correct.

MR. SHEPHERD:  So you've recovered from the ratepayers the full-year depreciation?

MR. KOKTAN:  For that year, yes.

MR. SHEPHERD:  So why would you go back to half-year?

MR. KOKTAN:  Well, we're going forward prospectively going forward using the half-year rule.  I'm not sure I understand the question.

MR. SHEPHERD:  You're adjusting opening rate base?

MR. KOKTAN:  We would be from -- I guess it would be from 2008 forward.

MR. SHEPHERD:  So you're adjusting opening rate base for the amount to reduce the amount of depreciation you've claimed, right?  Increasing the rate base, right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  But the ratepayers have already paid for that, so shouldn't we get that money back?

MS. ARMSTRONG:  Yeah.  Are you proposing a true-up, then, if that's the case?

MS. BIRCEANU:  Can we discuss?

MS. ARMSTRONG:  Mm-hmm.

[Witness panel confers]

MR. KOKTAN:  To answer the question, we are going with a half-year rule for 2011 and full-year for all prior years; correct.

MR. SHEPHERD:  Okay.  So then the question I was actually driving at is -- so hang on a second.  Let me make a note.  That's not correct.

In all the continuity schedules, do we have one set of continuity schedules that is consistent with the final request that you're making; that is, full year for every year, half-year for 2012, IFRS adjustments all in?

MR. KOKTAN:  No, we don't.

MR. SHEPHERD:  Can we have an undertaking to have one set?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  This is, what you're actually asking for right now; right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Can we have an undertaking, please?

MS. ARMSTRONG:  Actually, a follow-up on that, if I may, Jay, we have a similar issue in a number of areas where there has been a bit of a moving target through the discovery process.  What I would actually like to see is a full update on what is being applied for at the end of this technical conference.  Should we just do one undertaking to provide everything that needs to be updated, Jay, or...

MR. SHEPHERD:  Well, I guess the question is:  Do we know the things that need to be updated?

MS. ARMSTRONG:  There's a whole number that needs to be updated.

MR. SHEPHERD:  Do you have a list?

MS. ARMSTRONG:  No.  I've asked for a list, and that was also a response, that it will be provided for the settlement conference.

MR. SHEPHERD:  Yeah, we probably need it earlier than that, but, okay.

MS. SEBALJ:  Why don't we just mark this one as an individual undertaking, and, if at the end there are any outstanding, we can get the ones?  As I understand what you're asking for, it's for a restatement of the relief sought in this case in terms of...

MS. ARMSTRONG:  All of the updates that have been made, yes.

MS. SEBALJ:  Unfortunately, all of the updates that have been made might still miss things we're specifically requesting, so I'd rather do them individually and see if we can...

So let's mark this one as -- and I misspoke last time.  It should be technical conference undertaking 1.1, so it's CJT1.1.
UNDERTAKING NO. JTC1.1:  TO RESTATE THE RELIEF SOUGHT IN THE CASE IN TERMS OF ALL UPDATES MADE.

MR. SHEPHERD:  It's JT.

MS. SEBALJ:  Sorry, JTC1.1 will be the undertaking.

MR. SHEPHERD:  It's your numbering system.

MS. SEBALJ:  Not mine personally.

MR. SHEPHERD:  I think you invented it, actually.

MS. SEBALJ:  No, I did not.  Sorry, we don't need that on the record.

MS. ARMSTRONG:  Okay.  Technical Conference Question Board Staff No. 6, you've provided us with an update.  There were just a few line items I just wanted to clarify.  I had originally asked about total feeders, general, in Board Staff IR -- I believe it was No. 9.  And you gave me an answer that I believe referred to the total distribution feeder capital, wherein you were saying that due to the stimuli program, there was a reallocation of projects and the amount dropping off in 2011 and 2012 was due to that.

I was actually referring to the first line item, "Total Feeder General", where 2010 was fairly low, and then 2011 and 2012 increased by almost 50 percent.

MR. WITTEMUND:  Please give me one moment to refer to the table.

MS. ARMSTRONG:  Mm-hmm.

MR. WITTEMUND:  Sorry, just so I understand your question, your question is asking the --


MS. ARMSTRONG:  What's causing the increase in line item "Total Feeder General" in 2011 and 2012?

MR. WITTEMUND:  In 2011 and '12, the total feeders' general expenditures are normal.  In 2010, there was a decrease in total feeders' general expenditures due to an increase in other capital work related to specifically line relocations, and that was specific to the City of Guelph's infrastructure program that we needed to provide work on.

MS. ARMSTRONG:  Okay, that's fine.

And then your subdivision residential, I know we had a follow-up question where you showed up to date, which was significantly lower than the budgeted amounts.

Can you just comment on where it is right now, and what's expected for the end of the year?

MR. WITTEMUND:  Okay, just let me look at the table for a minute.  You're referring to the projections for 2011?

MS. ARMSTRONG:  '11 and '12, but my follow-up is going to be '12.  If '11 is fairly low, a lot lower than budgeted, what about '12?

MR. WITTEMUND:  Is this referring to a specific table that we submitted?

MS. ARMSTRONG:  Yes.  It's -- well, I'm just looking at the numbers here, and it's Board Staff Technical Conference No. 6.  You provided a table of your capital budget overview.

MR. WITTEMUND:  Okay.

MS. ARMSTRONG:  In Energy Probe Interrogatory No. 7, you provided the up-to-date cap-ex on this line item, which was, I guess, the end of September, at 795,000.

MR. WITTEMUND:  Energy Probe Interrogatory No. 7 you're referring to?

MS. ARMSTRONG:  No. 7, I believe, yes.

MR. WITTEMUND:  Okay.  So the total budget figure I had in 2011 was 1.946 million.

MS. ARMSTRONG:  Like, from this table you've given me in No. 6 --


MR. WITTEMUND:  Mm-hmm.

MS. ARMSTRONG: -- I have 1.4 for 2011 as a budget.

MR. WITTEMUND:  Correct.  And the actuals to date were submitted in No. 7 as 0.26 million, and our projections was 0.891 million.

MS. ARMSTRONG:  Okay.

MR. WITTEMUND:  So to answer your question, the projections for the residential sector is approximately 0.6 million lower than our budgeted figure.

MS. ARMSTRONG:  Right.

MR. WITTEMUND:  However, in Guelph, what we've seen is we've seen an increase under residential subdivisions in townhousing as opposed to residential subdivision.  So there's an increase in the townhousing subdivisions, which offsets the residential subdivisions line item.

MS. ARMSTRONG:  Right.  Okay, I'm fine with that.  Thanks.

Going on to Question No. 7, the vehicles, just a general question.  I have noticed that you are replacing your pickup trucks with heavier trucks and 4-by-4s.  Any need for that, and what are the premiums for that?

MR. MAROUF:  The 4-by-4s are the tools of the trade in terms of trying to get off-road.  You know, most of the construction works, as we just talked about, residential subdivisions and land developments, it's easier and better to use the 4-by-4s than it is the front-wheel-drive vehicles, and that's the reason for it.

The premium we pay is not very much over the standard vehicles.  And the reason why we say that is that a lot of the patrolling that we need to do, as well, are utilizing the 4-by-4s, and that could be off-road, obviously, for reasons where we don't want to get the vehicle stuck off-road.

MS. ARMSTRONG:  Okay.  And then I had asked about the zero amounts in the disposition, and in response, in No. 7, you have replied that for 2011 there was an amount on disposition of vehicles of 43,000, and in 2012, of 35,000.

I just wanted to confirm that this is booked in account 4355.

MR. KOKTAN:  Can you give us a minute to --


MS. ARMSTRONG:  Sure.

MR. KOKTAN:  Thank you.

MR. SIDLOFSKY:  I'm not sure that they'll be able to come up with an answer for you right now.  I think they'll just need to do some calculations, perhaps at the break, as opposed to assigning an undertaking to it at this point.

MS. SEBALJ:  That's fine.  Thank you.

MS. ARMSTRONG:  Okay.  My next question relates to Board Staff Technical Conference Question No. 12, the water billing services that you have stated are increasing, although the meter reading services are taken out.

What we were trying to get at in (c) is how these costs are recovered from the City of Guelph, or whether they are borne by Guelph Hydro and its ratepayers.  I cannot quite follow the pass-through on this cost.

MR. MILES:  Sorry, is your question related to the cost of the contract being delayed?

MS. ARMSTRONG:  No.  I'm talking in general about once the contract is signed, who is bearing these costs.

MR. MILES:  Guelph Hydro bears the cost.  We have the contract with the meter reading company.

MS. ARMSTRONG:  And this is, then, passed through to ratepayers, Guelph Hydro ratepayers?

MR. MILES:  No.  We charge the city for water billing services in general at a much higher rate than we're paying for the meter reading.

MS. ARMSTRONG:  Okay.

MR. MILES:  Yeah.  So there's a healthy margin there.

MS. ARMSTRONG:  Okay.  Great.

Okay.  Board Staff Technical Conference Question No. 15, you've responded that this data will be provided before the settlement conference, and we're fine to take an undertaking on that.

MS. BIRCEANU:  One second.

MS. SEBALJ:  Sure.

MS. BIRCEANU:  So Guelph Hydro submitted electronic files, 2001 to 2005 SIMPILS models, and we are going to undertake it, to have an undertaking.  Yeah.

MS. SEBALJ:  So that will be JTC1.2.
UNDERTAKING NO. JTC1.2:  To PROVIDE DATE IN RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 15

MR. SHEPHERD:  Sorry, I didn't hear.  Is that question 15, that they're answering that?

MS. ARMSTRONG:  Yes.

MR. SHEPHERD:  Sorry, I didn't hear.

MS. ARMSTRONG:  Next question is Board Staff Technical Conference Question No. 21.  I just wanted to confirm that there will be an update based on the responses of changing the ratio for street lighting from 10 to 1 to 4 to 1, and the weighting factor to a 0.4, and that an updated cost allocation model will be provided.

MS. BIRCEANU:  Yes.

MS. ARMSTRONG:  Okay.  Do we need an undertaking for that?  You will take an undertaking to provide an electronic version?

MS. BIRCEANU:  Yes.  Guelph Hydro takes an undertaking.

MS. SEBALJ:  So that will be marked JTC1.3.
UNDERTAKING NO. JTC1.3:  to PROVIDE UPDATE BASED ON THE CHANGING THE RATIO FOR STREET LIGHTING, AND AN UPDATED COST ALLOCATION MODEL IN RELATION TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 21.

MS. SEBALJ:  In relation to Board Staff No. 21.

MR. SIDLOFSY:  Ms. Sebalj, if I could just step in for a second?  Sorry to interrupt.

We just went from Staff 15 to Staff 21 in the Staff questions this morning.  I should just note, though, that in the cover letter to the technical conference question responses, Guelph Hydro also mentions Staff questions 18(a) and (b), and 19(a) through (f), that they're prepared to give undertakings to respond to.

I just don't want anyone to lose track of those.

MS. ARMSTRONG:  Thanks.  Thanks, Jamie.  So that's No. 18(a) and (b).

MS. SEBALJ:  That will be JTC1.4.
UNDERTAKING NO. JTC1.4: TO PROVIDE RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION 18(A) AND (B).

MS. ARMSTRONG:  No. 19(a), (b), (c), (d), (e) and (f).

MS. SEBALJ:  JTC1.5.
UNDERTAKING NO. JTC1.5:  TO PROVIDE RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION 19(A), (B), (C), (D), (E) AND (F).

MS. ARMSTRONG:  Next question regards Board Staff Technical Conference Question No. 22.

You've provided us with an update of the new proposed fixed distribution rates and variable distribution rates.  I noticed in the table that you provided under response (b) that the microFIT charge is still at 8.84.

MS. BIRCEANU:  That is an error.

MS. ARMSTRONG:  Yes.

MS. BIRCEANU:  So according to our new updated cost allocation, it's 5. --


MS. ARMSTRONG:  37, I believe.

MS. BIRCEANU:  So, anyhow, we will update the cost allocation.  It's an undertaking.  And we will correct this table if you want us to.

MS. ARMSTRONG:  Okay.

MS. BIRCEANU:  Good.

MS. SEBALJ:  So we'll mark that as JTC1.6.
UNDERTAKING NO. JTC1.6:  TO UPDATE COST ALLOCATION AND CORRECT TABLE.

[Board Staff confer]

MS. SEBALJ:  Board Staff, we're just going switch the person who's asking the questions.  So if you can just give us two seconds, we'll do that.

MS. ZHU:  Okay.  So Board Staff Question No. 25, the question we asked was to provide the December 2010 journal entry to record RPP portion of global adjustment variable account into account 1588, control account.  And the response that was provided has a discussion of 1018 and 1548.  So I just want to confirm whether this is oversight from the responses.

MS. BIRCEANU:  It's actually misplaced.  So it's a response to 25 -- to 26, sorry.

MS. ZHU:  Okay.  So can I take 25 as undertaking?

MS. BIRCEANU:  Yes, please.

MS. ZHU:  Okay.

MS. SEBALJ:  So that's JTC1.7, Which is Board Staff 25.
UNDERTAKING NO. JTC1.7:  TO PROVIDE RESPONSE BOARD STAFF QUESTION NO. 25.

MS. ZHU:  Okay.  So in looking at the responses to Question No. 26, I guess I'm still not clear how we could forecast the 2011 and 2012 budgeted for 1518 and 1548 to be zero, given that right now we have large balance in those two variance accounts.

MR. KOKTAN:  The forecast to zero was referring to the income statement impact on our budget.

MS. ZHU:  My understanding is you would close a higher of revenue and expenses to the variance accounts.  In this case, it would be 1518 and 1548.  So it wouldn't impact net income.  That's my understanding?

MR. KOKTAN:  Correct.  So that's the way, typically, that we budget.  So that's why we didn't show the impact of that in 1518 and 1548, because, at the time of budgeting, we focussed on the income statement impact of it.

MS. ZHU:  Mm-hmm.  So how come right now we have large balances in those two accounts if we budgeted that the net impact would be zero?  So is there any difference between the balances we record in those two accounts prior to 2011/2012?

MR. KOKTAN:  Yeah.  The differences in 1518 and 1548, we are collecting more revenue than the incremental costs right now.

MS. ZHU:  Okay.

MR. KOKTAN:  And the 1518 and 1548 balances are growing.

MS. ZHU:  Okay.  So given that in prior years we collecting more revenue than expenses, and that's been parked in 1518 and 1548 --


MR. KOKTAN:  Correct.

MS. ZHU:  -- and in our responses we said that we're not going to change the policies, so how could we conclude that without changing any policies, that in future years the revenue would offset expenses and, therefore, the budget balances to be zero?

MR. KOKTAN:  The way I'm looking at it is the difference between what we're collecting and the incremental costs never affects our net income.

MS. ZHU:  Yes.  I agree, yeah.

MR. KOKTAN:  So for 1518 and 1548, it's not something from a budgeting perspective that we would look at, the changes there.

MS. ZHU:  Mm-hmm.

MR. KOKTAN:  So I'm not sure what the question is.

[Board Staff confer]

MR. BABAIE:  I'm going to basically clarify the question here.  As you recall from APH, these two accounts have different purposes to serve.  These are the variance accounts.  The retail cost variance account for service transaction requests, that basically appeared to request distributor to use the sub-account to capture variances related to items such as request fee, processing fee, information request fee, and so on, right, and default fee.  So these are on, I guess, on the cost side basically mapped to your revenue.

On the other hand, you have also your incremental costs.  So basically the question at 26 we asked was whether you considered any change to your retail service charges -- was in the context of looking at some of these fees that are quite old now, your costs, and ensuring that basically the cost and the offsetting revenue, they match, so that the ratepayers basically don't pay, because the large balance is kind of shown in your variance account.

That's -- I guess the question is -- the question was:  Are you planning to look at those fees?  Are you planning to look at your costs, and, if not, why not?

In your response, you said from the budget perspective, the net is zero, so that's why we don't want to look at those.  So that's why we were seeking clarification that:  What is your plan here?

MS. BIRCEANU:  If I may?  So there are two points of view.  One is accounting and one is regulatory.

So my colleague spoke about accounting mechanism.  By regulatory point of view, indeed 1518 and 1548, it's a variance account between incremental costs and revenue.  These are specific retail charges.  We are not going to change retail charges.  We haven't changed and we are not going to change without OEB decision.

But speaking about incremental costs, I know that on the board table was a debate:  How much is the cost and if it's entirely captured?  We are not entering this debate.  So we continue to book the revenue at the approved rates.

I hope I answer your question.

MR. BABAIE:  Okay.  Let me go back to understanding those fees.  How those fees are set?

MS. BIRCEANU:  As per Rate Handbook 2000.

MR. BABAIE:  Okay.  Have you had any chance to review those fees since 2000, I guess?

MS. BIRCEANU:  We try to, but it is very difficult to define an incremental cost, because our staff is not incremental.  Our staff does EBT settlement as billing and customer service.


MR. BABAIE:  So what is Guelph's plan to ensure that the large balances don't accumulate in these variance accounts, and at the same time the utility is to be kept as whole?

MS. BIRCEANU:  As we know, 1518 and 1548 are the deferral variance accounts.  They are subject to the Board decision for disposition.

We actually collect revenue based on approved rates, based on -- and these rates are in the Rate Handbook.

MR. BABAIE:  Thank you.

MS. ZHU:  Okay.  So let's move on to Question No. 28.

MS. SEBALJ:  Actually, before we do that, I think that in Board Staff No. 24 that we need an undertaking for that.  So it's No. 24(a) through (e).

Am I correct that Guelph agreed to provide those responses by way of undertaking?  Okay.  So that will be JTC1.8.
UNDERTAKING NO. JTC1.8:  TO PROVIDE RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 24(A) THROUGH (E).

MS. SEBALJ:  And No. 27 as well.  And 27 has no subpart, so it will be just Board Staff No. 27, and we'll mark it at JTC1.9.  Thank you.

Sorry, Maggie.
UNDERTAKING NO. JTC1.9:  TO PROVIDE RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 27.

MS. ZHU:  So for Question 28, can I ask you to look at the two schedules to fixed assets, continue the schedules you provided at your Question 28?

Can you confirm whether both of the schedules are prepared and/or modified IFRS?

MR. KOKTAN:  Yes, we do confirm that that is correct.

MS. ZHU:  Okay.  So should I assume that the closing balance of 2010 agrees to the opening balance of 2011 for both capital costs and accumulated amortization?

MR. KOKTAN:  Yes.  Correct.

MS. ZHU:  Okay.  So can you help me work through these two schedules?

For example, if we can look at table 7, the fixed asset continuity schedule as of December 31st, 2010, regarding to the closing balance and regarding to -- the closing balance of the capital cost and closing balance of the accumulated amortization.  And can you help me reconcile those two balances to opening balance of 2011?

MR. KOKTAN:  I'm sorry, I don't have table 7, the reference.

MS. ZHU:  Table 7 is your response to question part (e) of 28.  The title of that schedule is:  "Table 7, appendix 2-B, Fixed Assets Continuity Schedule as of December 31st, 2010, revised."

MR. KOKTAN:  Okay.  Yes.  I do have that.

MS. ZHU:  Okay.  So do you also have "Table 8, appendix 2-B, Fixed Assets Continuity Schedule as of December 31st, 2010, revised"?

MR. KOKTAN:  Yes.

MS. ZHU:  Okay.  So can you help me understand why the closing balance for both costs and accumulated depreciation -- to reconcile those two balances to the opening balance of those costs and accumulated amortization of the schedule as shown on December 31st, 2011 schedules?

MR. KOKTAN:  Could I take some time to look at that, please?

MS. ZHU:  Yeah, of course.

MR. KOKTAN:  Thank you.

MS. SEBALJ:  Sorry, did you mean to get back after the break?

MR. KOKTAN:  Yes, please.  Thank you.

MS. SEBALJ:  I assume your counsel is keeping a tally of what we're getting back to after the break?

MR. SIDLOFSY:  So far, so good.

MS. SEBALJ:  Thanks.

MR. BABAIE:  The next one is Question 13.  I would like to seek some clarification here in terms of a number of responses you have given to various parts.

In response to -- first of all, in response to Interrogatory 29(d), you mention Guelph Hydro expects to recover the actual expense from ratepayers as the plan pays out benefits over future years.

Question 13?

MR. KOKTAN:  Sorry, what was the question?

MR. BABAIE:  Okay.  Let's walk you through, I guess, Question 13.

IS 19, employee benefits was changed in 2011.  The effective date for these changes is January 1, 2013.  Earlier applications permitted the changes to the standard element of the corridor method described by Guelph.  Guelph described its IFRS election to record actuarial gains in equity.

In response to Staff Interrogatory 29(d)(i), pages 53, 54, Guelph stated:

"Guelph Hydro expects to recover the actual expense from ratepayers as the plan pays out benefits over future years."

MR. KOKTAN:  Correct.

MR. BABAIE:

"There will be fluctuations in the present value of liability from year to year.  However, the best estimate of actual expense will be adjusted each time a new actuarial study is done in conformance with the accounting treatment prescribed by IFRS."

And we emphasize that.
"Using this methodology, any unrealized gains or losses in excess of 10 percent of valuation result will be amortized over remaining life of plan."

This is the corridor method we emphasized as Board Staff.
"This has the effect of smoothing out losses and gains caused by changes in the discount rate applied, as opposed to real changes caused by actual expenses paid out under the plan.  Guelph Hydro believes it is appropriate to use accounting derived expense estimate for the test year in the rate application as it represents the best available estimate of what actual expense will be."

Our question was:

"Using the new IS 19 standard, what elections and accounting entries would Guelph have to make?"

Your reply was:

"Under IS 19, Guelph Hydro would record the unrealized actuarial gain as a reduction in the liability and an increase in retained earnings.  The unrealized gain would also be recognized in comprehensive net income."

So what I just want to clarify here is I understand the amount is 1.9 million?

MR. MILES:  Correct.

MR. BABAIE:  And your transition date is January 1st, 2010?

MR. MILES:  Correct.

MR. BABAIE:  Did Guelph Hydro record the unrealized actuarial gain as a reduction in liability and an increase in returned earnings?

MR. MILES:  We did, yes.

MR. BABAIE:  An unrealized gain recognized as comprehensive net income?

MR. MILES:  We haven't produced our 2011 statements yet, so that's where --


MR. BABAIE:  That's the plan?

MR. MILES:  Yeah, that's the plan.

MR. BABAIE:  Now, we also continued asking:  If Guelph applied this new standard to its 2012 test year, what would be the dollar impact on its test year OPEB expenses?  And OPEB is other post employee benefits for the record.

Guelph responded there would be no impact to the OPEB expenses recognized in 2012, as the expenses budgeted were based on the latest actuarial study.

MR. MILES:  Correct.

MR. BABAIE:  Unrealized actuarial gains and losses are accounted for separately from actuarial OPEB expenses.  An unrealized actuarial gain in any given year would have the result of lowering the actual annual level of OPEB expenses recognized as compared to what would have been recognized prior to the latest actuarial study.

So can you clarify, number one, how unrealized actuarial gain in any given year would result in lowering the annual level of OPEB expenses recognized as compared to what would have been recognized prior to the latest actuary study?

MR. MILES:  Well, the gain reduces the liability on the balance sheet, and the interest cost associated with that liability is calculated off of the amount that's on the balance sheet.

So if the principal amount -- if you will, if the liability is lowered, the expense going forward will correspondingly be lowered, as well.

MR. BABAIE:  So you're referring to the impact on, I guess -- kind of indirect lowering?

MR. MILES:  Correct.

MR. BABAIE:  Rather than lowering the OPEB expenses, because they're not necessarily the same; do you agree?

MR. MILES:  Sorry, what's not necessarily the same?

MR. BABAIE:  Okay.  One is the OPEB expenses, lowering the expenses.  The other one is, as you described earlier, that you recorded, I guess, less interest, basically lower, I guess, the OPEB expenses in an indirect way.

MR. MILES:  Correct.  Yes.  There's two components to it.

MR. BABAIE:  There's two components.  But the OPEB expenses are not going to be reduced as a result of the way you recognize, I guess, those actuarial gain?

MR. MILES:  So, yes, you're correct.  The benefit portion of it wouldn't, but the interest component that's associated with the liability will be lowered.

MR. BABAIE:  Okay.  Thank you for clarification.

MR. SHEPHERD:  Can I ask a follow-up question on that?

MR. BABAIE:  Sure, as long as it's not my question.

MR. SHEPHERD:  Or you're not finished?  Sorry.  You can go ahead, then.  I'll wait until the end.

MR. BABAIE:  Go ahead.

MR. SHEPHERD:  Oh, okay.  
What I don't understand is your evidence appears to say, Well, we're going to have to pay this back to the ratepayers in the future anyway.  They're going to get it back.  Every penny that we're -- we're increasing in our retained earnings is going to go back to ratepayers and reduce costs later; right?

MR. MILES:  That's right, through the interest component of --


MR. SHEPHERD:  So then why aren't you treating it as a regulatory liability?  If you have to pay it back, why isn't it a regulatory liability?

MR. MILES:  Are you speaking about the liability itself or the gain?  I'm not sure which.

MR. SHEPHERD:  The gain.  If you have to pay the gain back to the ratepayers, why isn't it a liability?

MR. MILES:  No, the gain wouldn't necessarily go back to ratepayers.  The gain is just a recognition that the liability has been lowered, is lower than we thought it was going to be, based on the experience of the plan, based on changing interest rates.  There's a number of factors that go into the calculation that could change the estimate of the liability, which is really all it is, is an estimate at this stage.

MR. SHEPHERD:  Well, but you -- your income in prior years was calculated based on the previous estimate of what your future liability would be; right?  You had an expense each year that was based on amortizing that liability, the previous liability?

MR. MILES:  Correct.  And we do an actuarial study every three years to adjust it.

MR. SHEPHERD:  I understand.  So this 1.9 million, this adjustment to increase your net income is to reflect the fact that your income in previous years should have been higher?

MR. MILES:  It doesn't increase our net income.

MR. SHEPHERD:  Sorry, your retained earnings, which is income; right?

MR. MILES:  Not the same, no.

MR. SHEPHERD:  Okay.  Retained earnings is the accumulated net income over time, yes?

MR. MILES:  Okay.  But it's not recognized as income through the income statement.

MR. SHEPHERD:  It's true that this 1.9 million is a reflection of the fact that your net income in prior years was understated and you're fixing that; right?

MR. MILES:  That's one way to look at it; correct, yes.

MR. SHEPHERD:  Okay.  So since your rates in prior years were based on the previous estimates of how much it was going to cost you, and we, in fact -- the ratepayers actually gave you the money to pay the amortization costs for future employee benefits, why aren't you giving that money back to the ratepayers now?  You over-collected; right?  Why aren't you giving it back to us?

MR. MILES:  Well, I think in the future we will get the balance back on track, is how I look at it.

MR. SHEPHERD:  And so the question is:  Who holds the money in the meantime?  Why wouldn't you give it back to us?  It's our money; right?  We gave you extra.  You didn't need it.  Why don't you give it back?  That's what I don't understand.

MR. MILES:  I think this issue requires a little bit more thought and consideration.  To be honest, I'm not sure how this should be treated from a regulatory point of view.  I haven't really, until recently, started to think about it, and I think it deserves a bit more thought than trying to come up with something on the fly like this.

MR. SHEPHERD:  Okay.

MR. MILES:  It's a big -- you know, it's a big number.  It's a non-cash number, and it could set a precedent for our utility and other utilities.

MR. SHEPHERD:  Oh, no.  That's why I'm asking the question.

MR. MILES:  Yeah.

MR. SHEPHERD:  I wonder if you could undertake to provide us with a more thoughtful response to that that looks at your options and why one is better than the other.

MR. MILES:  Sure.

MR. SHEPHERD:  Can you do that?

MR. MILES:  We will.

MS. ARMSTRONG:  May I do one follow-up question on that?

Just out of curiosity, since you are recognizing a gain rather than a loss, if it were reversed and you would have a loss, how would you treat a loss?

MR. MILES:  I, off the top of my head, would have thought the same way.  A loss would have increased the liability and, therefore, would have increased the costs of the -- that we would be recognizing through our income statement in the future to recover on that liability.

So I would think that it would be treated -- there's got to be symmetry in whether it's a gain or a loss.

MR. BABAIE:  I guess that's one of my follow-up questions was that I wanted to ask, then, because part (c) --


MR. SHEPHERD:  Sorry, before you get to that, did we have an undertaking there?

MR. BABAIE:  On what, on the losses?  No, I would like to build on that question.

MR. SHEPHERD:  Oh, we're still on the undertaking.

MR. BABAIE:  We're still on the same subject matter.

Basically, on part (c), we said Guelph wants to deny ratepayers the benefit of actuarial gains in its test year expenses, but expects the ratepayers to pay the future changes in actuarial estimates.  Please explain how this is equitable and symmetrical treatment of the same issue from a regulatory perspective.

I want to go back to my earlier colleague's question.  In terms of notion of the symmetrical treatment of this issue, if this would have been a loss versus gain, you still would have proceeded with recording against retained earning?

MR. MILES:  Yes, that's correct.

MR. BABAIE:  And you would not have asked for recovery?

MR. MILES:  No.  We would have asked for recovery through a higher expense rate going forward.  That's how we would have sought recovery on it.

MR. BABAIE:  Okay.  Can you clarify what you mean?

MR. MILES:  Well, the interest component that we expense associated with that liability would have increased in the future if the liability had up.  So that's how we would have recovered the increase.

MR. BABAIE:  And you expect ratepayers to pay for that?

MR. MILES:  Yes.  Those were benefits that were, you know, given to employees a long time ago.  Back at the time, they were prudently incurred.

MR. BABAIE:  Okay.  If the gain is recorded against retained earnings and the ratepayers -- I just want to clarify.  You're not asking for a deferral account to even record this gain; is that right?

MR. MILES:  That's correct.  I hadn't thought -- that's correct.  We were not.

MR. BABAIE:  Okay.  Just may I go back to earlier undertaking, and I would like you -- when you're putting together some of your thoughts, also put some thinking about the deferral account and the possibility for the need of a deferral account.

MR. MILES:  Okay.

MR. BABAIE:  Okay?

MR. MILES:  Will do.

MR. SHEPHERD:  And if I could just follow up on that, because you anticipated my final question.

Can you consider the possibility that you could indirectly use a sort of a corridor method by having an ongoing deferral account over time?

MR. MILES:  Sure.  It's possible.

MR. SHEPHERD:  That self-adjusts through revaluations over time?

MR. MILES:  Yes, that's possible.

MR. SHEPHERD:  Thank you.

MS. SEBALJ:  I'm anticipating the court reporter coming to me and saying:  I have no idea what JTC1.10 is.  So I don't know.  Between Jay and Daria, could you encapsulate this undertaking for us?

MR. SHEPHERD:  The witness suggested that a more thoughtful response to the options on this point and what's fair would be more reasonable.  I agree.  And so had offered to provide that, and that's the undertaking.

MS. SEBALJ:  But now we've added on this notion of whether that more thoughtful response includes the potential for a deferred account?

MR. SHEPHERD:  I think the witness has indicated that he is going to look at the various regulatory options, and suggest what their view is on those choices.

MR. MILES:  That's correct.

MR. BABAIE:  Sorry, the clarification is under a loss type of category also, you would like to expand what would Guelph do, given that scenario.

First of all, it's Babaie, B-A-B-A-I-E, for your record.

What basically I asked you to build on your undertaking is when you are looking into, I guess, various scenarios, please consider the loss scenario as well.  Under that scenario also, please elaborate in terms of how Guelph would treat, if would have been a loss versus a gain from accounting perspective, and also regulatory treatment perspective.

MR. MILES:  Yes.  We will.

MS. SEBALJ:  So just to repeat, that's JTC1.10.
UNDERTAKING NO. JTC1.10: TO ELABORATE ON SCENARIOS PROVIDED

MR. BABAIE:  Now, I would like to go back to the whole notion of your statement that you made under, I guess, Staff Interrogatory 29(d), part (i).

You said:

"Guelph Hydro expects to recover the actual expense from ratepayers as the plan pays out benefits over future years."

MS. BIRCEANU:  Excuse us.  What number?

MR. BABAIE:  It's the same question, No. 13.

MS. BIRCEANU:  Okay.

MR. BABAIE:  And if you look at, one, two, the third paragraph, we basically quoted your response to our Interrogatory 29(d) (i).  That's page 20 -- where's the page number on this?

Question No. 13?

MR. MILES:  Yes.

MR. BABAIE:  The third paragraph, starting where it says:  "In response to Staff Interrogatory 29(d)(i)..."?  Pages 53-54:  "Guelph stated..."?
"Guelph Hydro expects to recover the actual expense from ratepayers as the plan pays out benefits over future years."

Okay.  Now, just going back to the expense, actual expense, I want to get clarification.  Is it on a cash basis or on an accrual basis?  What methodology are you using to come up with that expense?

MR. MILES:  Cash, cash and accrual is what -- when we answered that question and made that statement, just to clarify it a bit, what our intention, what we were trying to say is that there's going to be gains and losses recognized throughout the life of this, as actuarial studies are done, as the estimate of that liability changes.

But what we want to actually recover from ratepayers is just the actual expense over time, which would, you know, include both of those components.

So that's -- I think when we come back to you with a more thoughtful answer on this, we will clarify that further.

MR. BABAIE:  Okay.  Now, I guess under IS 19, the standard employee benefits, I just want to clarify that you basically are first-time adapter.  Right?  Elected, recognized all cumulative actuarial gains, right?  At the date of transition to IFRS?

The standard also states that even if the entity uses the corridor approach for later actuarial gains and losses, it could do that.

MR. MILES:  Mm-hmm.

MR. BABAIE:  And if a first-time adapter uses the selection, it shall apply to all plans.

So first of all, would you see in the future Guelph Hydro be using corridor method?

MR. MILES:  Well, as you've pointed out in your answer, we can only use it until 2013, I believe it is.

MR. BABAIE:  Right.  Until 2013, you will see a possibility of, I guess, using the corridor method?

MR. MILES:  Yeah.  Up until 2013.  That's correct.

MR. BABAIE:  And as you appreciate, there's two pieces there.  One is a recognized piece; the 10 percent is unrecognized and the 90 percent is recognized.

So if basically -- if you continue under gain, would you still continue, I guess, recognizing the full gain?  Or you may apply corridor method?

MR. MILES:  Something we haven't considered, to be honest.  We just had the actuarial study done, and it's quite likely we probably wouldn't do one again until 2013 anyway.

So there won't be another gain or loss to recognize, apart from what we've already done on the transition to IFRS.  So it may be a bit of a moot point, but...

MR. BABAIE:  I guess my interest is mostly to understand in terms of, I guess, your internal accounting policy, how consistently you're applying the standard.  That's mostly what I'm asking.

MR. MILES:  Our policy has been to follow the corridor method under Canadian GAAP, but as you know, we've recently we've switched to IFRS.

So it's a matter that we would intend to follow the corridor method until 2013.  That's our current policy.

MR. BABAIE:  Okay.  We move to Question No. 14.

Basically, we said the accounting entries to record changes in actuarial forecasts are non-cash in nature.  Guelph does not have to finance these non-cash accounting estimates.

Guelph has stated in response to Interrogatory 29, part (d)(i):

"In the long run, the costs of the plan will ultimately be determined by the benefits provided and by the plan's actual experience, not by the actuarial basis adopted from time to time to estimate the cost."

Staff's asking, Interrogatory 29(d)(ii):

"For ratemaking purposes, should the Board choose another method than IFRS accounting instructions to determine what OPEB costs should be paid by ratepayers?  What suggestions can Guelph make in this case?"

You responded:

"Please see previous response.  Guelph Hydro believes the current method of determining costs using IFRS accounting treatment is appropriate.  Any other methodology risks introducing volatility from external sources such as general economic conditions that could in turn cause volatility in rates from time to time.  Guelph cash costs of providing OPEB can be met by funding the cash costs in distribution rates.  These distribution rates will be adjusted over time to allow Guelph to recover the actual benefits provided to its retired employees as the benefits are paid."

From a regulatory rate-making perspective, why would Guelph want to recover non-cash OPEB expenses from its ratepayers many years in advance of having to pay the actual benefits to the employees who have not yet retired?

You responded:

"A clarification discussion is required here.  Guelph Hydro is not suggesting that non-cash OPEB expenses should or will be recovered from ratepayers many years in advance of paying them out."

We had some discussions earlier, but I would like you to take the opportunity and, I guess, clarify what you had in mind in terms of responding to this question.

MR. MILES:  Well, the clarification, I guess, we were -- the question seemed to imply that we were collecting a whole bunch of cash, maybe the 1.9 million gain, and sitting on it for years to come.  And that's not the case.

That's how I kind of -- when I read the question, that was what I was reading into it.  So, you know, the answer, I guess, is, we have no intention of collecting a bunch of cash and sitting on it for paying it out in the future.  We simply want to collect -- we want to recognize a reasonable expense for the liability, and that's what we want to recover on through rates.

MR. BABAIE:  Let me clarify really what the question was trying to...

As you appreciate, these are basically where there's actuarial gain or losses on the liability side, you under, I guess, the standard effective January 1st, 2000, if you adopt accrual basis, you accrue the whole expenses over the average service life of -- you amortize over the average service life of the employees.

MR. MILES:  Mm-hmm.

MR. BABAIE:  And then you basically record each year as you go, even though the employee is not retired.

MR. MILES:  Mm-hmm.

MR. BABAIE:  You confirm that's, I guess, the approach?

MR. MILES:  That's correct.

MR. BABAIE:  Okay.  So if that's the case, I guess the question is trying to say is those employees not retired yet in the future, but the current ratepayer is paying for, I guess, those expenses, because they're all built in now as part of the distribution rates?

MR. MILES:  Well, my understanding is this has been in place for a long time in utilities, and we weren't proposing to revisit maybe a decision that the Board made quite a number of years ago.  We're simply following what had been the practice all along.  So we've not considered that.

MR. BABAIE:  I guess the analogy, I guess, looking into it - and that's way the utility has been doing it in terms of doing accrual and putting that aside, because I guess the -- as part of doing the business; correct?

MR. MILES:  Right.

MR. BABAIE:  But the issue here is, since you're treating the whole gain as -- you know, recording to the retained earning and you're not asking a deferral account to book it and somehow benefits go directly to the customer, that's what we are basically wondering.  From your perspective, how would you see from -- whether it's a symmetrical type of treatment for one end, the customer is paying for those, I guess, expenses over the time by basically you amortizing the whole cumulative type of -- I guess, the liability or gain -- gain or losses over, you know, the average service life of employees.

But on the other hand, you're not basically proposing that the -- I guess, the gains somehow be directly paid out to the customers.  That's, I guess, for -- the approach is and clarification --


MR. MILES:  That's something that we have to consider and come back to you on as part of the undertaking.

MR. BABAIE:  And in your undertaking, you will address this issue?

MR. MILES:  Yes.

MR. BABAIE:  Thank you.

And also in your undertaking, can I also ask you to elaborate on the cash basis versus accrual basis, because you mentioned you're doing both methods there?

MR. MILES:  Yes.

MR. BABAIE:  Okay, thank you.

Thank you.

MS. SEBALJ:  So it's getting on 11 o'clock.  Board Staff does have additional questions.  Birgit has some more questions and others from Board Staff, but I'm wondering if this is a good time to take a break for 15 minutes.  So let's meet back here at 11:15, please.

MS. BIRCEANU:  Thank you.

--- Recess taken at 10:56 a.m.

--- On resuming at 11:15 a.m.

MS. SEBALJ:  Okay.  If everyone's ready, we can resume.

Mr. Sidlofsky, did you have anything for us?

MR. SIDLOFSY:  Mr. Koktan has tried to answer the two questions that were outstanding from before the break.  I think he does have an answer to one at this point.  I believe he's going to have to give an undertaking on the other one, but I'll let him give his comments.

MR. KOKTAN:  The question as to where the gain was recorded was account 4355.  I'll need to take an undertaking on the continuity schedules, table 7.

MS. SEBALJ:  So that's Board Staff Question No. 28, table 7.  And it was to reconcile the -- neither of them are here, but it was to reconcile --


MR. KOKTAN:  The closing December 2010 balance with the opening 2011 balance.

MS. SEBALJ:  Okay.  Thank you.  We'll mark that as JTC1.11.
UNDERTAKING NO. JTC1.11:  to RECONCILE CLOSING DECEMBER 2010 BALANCE WITH OPENING 2011 BALANCE.

MS. SEBALJ:  And I just had a point of clarification.  Board Staff Question No. 26, which refers to Board Staff Interrogatory Response No. 72(c) -- no, sorry, I got that wrong.  Board Staff No. 27, which refers to Board Staff IRR No. 77, it's my understanding that in the second line of that response -- I'll just read it in.  Or, sorry, of that question.  It says:

"Please confirm if table 1 on page 11 of part 2, responses to Board Staff interrogatories delivered on October 11, 2011, replaced table 2 on page 14 of 22."

I believe that should say page 12 of 22.  So that's an error on the part of Board Staff.

And with that, I will turn things over to Ms. Armstrong.

MR. SHEPHERD:  Before you leave No. 27, did we get an undertaking on that?

MS. SEBALJ:  Yes.  Yes, we did.  It's JTC1.9.

MR. SHEPHERD:  Oh, I'm sorry.

MS. ARMSTRONG:  So I'm going -- with the Green Energy Act plan questions, I'm going move on to Question No. 39, specifically the spreadsheet you provided.

We've noticed that you have corrected the net fixed assets in terms of which year they belong to, but when we go down to the "Amortization" line it looks like the amortization is still related to the previous response that was corrected.

MS. BIRCEANU:  Guelph Hydro is taking an undertaking.  So undertaking --


MS. ARMSTRONG:  Okay.

MS. BIRCEANU:  It's an omission.

MS. ARMSTRONG:  Yeah.

MS. BIRCEANU:  So we will correct that.

MS. ARMSTRONG:  I'm going to go through a few things just to clarify the funding adders you're requesting.

So I'm correct that you're requesting a funding adder of 1.9120 for 2012 that includes the 2011 expenses and the 2012 expenses?

MS. BIRCEANU:  Correct.

MS. ARMSTRONG:  For 2013, it's a funding adder of 0.6273, 2014 is 0.5482, and 2015, 0.4918.

My question is the smart grid technicians that were discussed in other interrogatories, as well, that are included in the OM&A budget, are included in this spreadsheet; is that correct?

MS. BIRCEANU:  Percentage of it.  So we have a percentage.  We presented a table, a percentage per year.

MS. ARMSTRONG:  Of what goes to smart grid and what goes to renewal generation?

MS. BIRCEANU:  Yes.  Right.

MS. ARMSTRONG:  And that is another question that will come later.  But combined between renewable generation and smart grid, these two technicians are for the Green Energy Act plan?

MS. BIRCEANU:  Yes.

MS. ARMSTRONG:  A hundred percent?

MS. BIRCEANU:  Yes.

MS. ARMSTRONG:  Okay.  And the full amount, the hundred percent, is included in this spreadsheet that you're now requesting a funding adder for; is that correct?

MS. BIRCEANU:  Yes.  Correct.

MS. ARMSTRONG:  Okay.  Do you still have the OM&A expense also in the OM&A budget in Exhibit 4?  Because in earlier responses, you had it in the OM&A budget.

MS. BIRCEANU:  One moment, please.

[Witness panel confers]


MS. BIRCEANU:  Guelph Hydro thinks it should adjust OM&A by taking out the two technicians, because it's double-counting.

MS. ARMSTRONG:  Okay.  Great.  And we'll get that as part of the general update for anything that has changed as part of the discovery process so far.

The next question regarding -- I guess it's a more general question.  What accounting treatment do you propose for recording the revenue from these funding adders?

The Board has set out -- in the filing requirements distribution system plans filing under deemed conditions of licence that were issued March 25th, 2010, the Board set out six new deferral accounts, three for the renewable generation, three for smart grid for OM&A and capital expenses, and then for revenues coming in through funding adders.

I'm just wondering, when I look at this table -- since there are smart grid expenses, OM&A and renewable generation capital, and now it seems that there is also OM&A for renewable generation included in here -- how are you proposing to account the revenue streams in the various deferral accounts?

[Witness panel confers]


MS. BIRCEANU:  One moment, please.

MS. ARMSTRONG:  Mm-hmm.

MS. BIRCEANU:  So I know that the Board-approved variance accounts for the Green Energy Act plan -- and one is probably for capital and the other for OM&A, and probably the issue here is that we have a combination.

MS. ARMSTRONG:  Yes, that's what I --


MS. BIRCEANU:  Did I understand correctly?

MS. ARMSTRONG:  Yes.

MS. BIRCEANU:  Okay.  So what if we choose one, which is capital, for example, and keep track of OM&A expenses in a sub-account?

So it's like we are following the guideline.

MS. ARMSTRONG:  Right.

MS. BIRCEANU:  But the guideline doesn't say, doesn't mention a combination of capital and OM&A.

MS. ARMSTRONG:  There is different variance accounts for capital and OM&A.

MS. BIRCEANU:  Exactly.

MS. ARMSTRONG:  For both categories, the renewable generation and the smart grid.

MS. BIRCEANU:  Mm-hmm.

MS. ARMSTRONG:  I'm right now still on the revenue deferral accounts.

MS. BIRCEANU:  Okay.

MS. ARMSTRONG:  There's two deferral accounts that have been set up for collecting funding adders.  One is for renewable generation.  One is for smart grid.

MS. BIRCEANU:  Correct.

MS. ARMSTRONG:  When I look at this table, the revenue that you're collecting is a combined revenue.  I'm just trying to clarify how you would possibly establish the amount of revenue that should be allocated to one or the other.

MS. BIRCEANU:  It is difficult, but not impossible.

MS. ARMSTRONG:  Unless you would provide two different funding adders?

MS. BIRCEANU:  It's an undertaking.  We have to give it thought.

MS. ARMSTRONG:  Yeah.  Okay.

MS. BIRCEANU:  It's very new for us and for the Board.  So we have to come up with a solution.

MS. ARMSTRONG:  Okay.

MS. BIRCEANU:  Okay, thank you.

MS. SEBALJ:  So this is JTC1.12.
UNDERTAKING NO. JTC1.12:  TO PROVIDE BREAKDOWN OF COMBINED REVENUE INTO RENEWABLE GENERATION AND SMART GRID.

MS. ARMSTRONG:  And then a more general question.  The four initiatives that you have included in your smart grid portion of the plan, could you provide us, in your own words, with a little bit more justification of why you feel these initiatives should be smart grid initiatives at this point in time, ahead of further Board guidance?

MR. WENINGER:  Sorry, could you repeat the question?

MS. ARMSTRONG:  Those four initiatives, going through them one by one, could you provide us, in your own words, further justification of why you feel that this should be a smart grid initiative at this point in time, given that the Board has not provided specific smart grid guidance?

MR. WENINGER:  Of the four initiatives, the first one related to the in-home display, the messaging project, we feel it's important to take advantage of the ZigBee chip that's inside the meter to demonstrate that we have the ability to help build a conservation culture in support of the CDM goals, to help the goals of the City of Guelph's community energy initiative, to demonstrate that the technology is viable.

There are a number of reasons why it would be suitable as a smart grid initiative as opposed to a CDM activity.  It's not something that's specifically funded by the OPA through the CDM objectives or the CDM funding adder.

It is innovative.  It is new.  We're not aware that anything like this is being done anywhere in Ontario nor in Canada.

With respect to some of the other initiatives, again, just at a very high level, the Smart Demonstration Home, our concept was to build something for a two-, three-, maximum four-year term to be able to demonstrate different technologies that are up and coming, again, to encourage behavioural change, to encourage customers, consumers to understand what is up and coming, to help reinforce the need for technologies to demonstrate what is capable moving forward.

The plank behind a lot of this is the introduction of smart meters.  There's a lot of customer backlash or concerns over the cost of the technology, and other than the introduction of time-of-use rates, there really isn't a tangible benefit that the customer can see out of that.

By leveraging on top of the smart meters and the ZigBee chip and a demonstration home and other up-and-coming technologies, for example, the tie-in with electric vehicles, electric vehicles are coming.  You can't pretend they will not be here.  We need to be able to understand and we need to be able to demonstrate that an electric vehicle has the potential for doing other things.

One concept is the battery inside the electrical vehicle can be a form of distributed generation, so it could actually supply generation back to the grid, if customers can plug in their vehicle when they're not using it and when they don't need a charge, to be able to reinforce the grid.

Another concept is to reinforce or to try to take advantage of time-of-use rates or to come up with other rate structures whereby the electric vehicle through the technology can, say, fill in the gaps.  There's more generation at, obviously, off-peak hours than there is during on-peak hours.  And, again, if electric vehicles and the related infrastructure that we hope to demonstrate through these projects can help force the grid for all of Ontario, we think those are important things to do.

And, again, these initiatives have links in, ties in, with the City of Guelph's community energy initiative, which has some very aggressive conservation targets for all forms of energy, not just electricity; also gas transportation, which again has a tie-in with the electric vehicle pilot.

So we feel all of these initiatives sort of help reinforce what we're trying do in Guelph and leverage in on top of some of the investments that have already been made in smart grid and the wireless communication to reinforce that.

So I'm not sure if that answers your question or not?

MS. ARMSTRONG:  Yes.  There will be some follow-up questions.

--- Brief recess due to technical difficulties at 11:32 a.m.

--- Resuming at 11:35 a.m.


MS. SEBALJ:  I believe we are back.

MS. ARMSTRONG:  There will be some other follow-up questions from colleagues of mine, but let me just talk a little bit more about the electric vehicle project.

Are you aware that there are other electric vehicle projects similar to this in Ontario right now?

MR. WENINGER:  I am not aware of specifics of other electric vehicle projects.

I know Toronto Hydro was interested in rolling out a number of electric vehicles.

We've had some discussions with Burlington Hydro and the smart electric vehicle projects that they're proposing.

We haven't had detailed discussions.  We haven't had any conversations around potentially combining plans or expanding plans.

MS. ARMSTRONG:  And Hydro One, any conversations with them?  What efforts have been made to sort of co-ordinate -- these are demonstration projects, to educate rather than duplicate.  I'm just trying to get a better sense of the effort you've put into making sure that there will be no duplication at the end of, say, 2014, 2015.

MR. WENINGER:  No, we haven't had any formal discussions with any other LDCs or entities as far as their detailed plan specifics, what we're proposing, and any sort of co-ordination.  We haven't gotten to that stage.

MS. ARMSTRONG:  May I ask why not?

MR. WENINGER:  As part of the design of the plan, we were focussed on building of the plan and trying to understand how that would link in with local community efforts and the City of Guelph community energy initiative.  That was our primary focus, because there's some very large transportation energy reduction targets.  So we have had conversations with the City of Guelph's transportation department.  Other entities within Guelph, our conversations have been more around the local logistics, not looking at the broader picture with other LDCs.

MS. ARMSTRONG:  Mm-hmm.  Okay. In terms of the demonstration home, I'm just trying to get a sense of how the timing relates to the conference you're going to be hosting, I believe, in 2013.

MR. WENINGER:  The intent was to have a demonstration home built and fully functional in advance of the conference, and the demonstration home would be included as one of the elements of the conference.

I'm not sure if I would use the terminology "showcase" but definitely one of the elements of the conference, and sort of a tie-in with that.

The conference in 2013, if I remember right, is early in the year, so there's a fair bit of work that would need to go into getting a new building or an existing building retrofitted and prepared in time for the conference.

MS. ARMSTRONG:  Out of curiosity, what other funding is available for hosting that conference?

MR. WENINGER:  That I'm -- that I couldn't tell you.  The City of Guelph is taking the lead on the conference.  We're a supporting member.

MS. ARMSTRONG:  Have you had any discussions in financing the conference and how this piece would fit in?  I'm trying to get a sense of why you feel the ratepayers should be responsible for something that is part of a city initiative.

MR. WENINGER:  The ratepayers are city -- customers of Guelph Hydro and they're City of Guelph and Rockwood residents.

We feel there's -- it's important, again, to encourage the residents.

City of Guelph is relatively a green community.  The university has a large number of initiatives.  There's a number of solar manufacturers that are in town.  There's a number of other companies, auto parts manufacturers that build solar powered lawnmowers, for example.  There's a fair number of green elements within Guelph.

We felt it was important to tie in with the community energy initiative for the benefit of the City of Guelph residents.

The vision behind the CEI, the community energy initiative, is for it to become a model that could ultimately be transported, distributed to other municipalities across Ontario.  So we're doing what we can to support that effort.

MS. ARMSTRONG:  Okay.  Thank you.  I believe some colleagues of mine have other follow-ups.

MS. AZAIEZ:  Good morning.  Yeah, I'll just go back a little bit to the smart grid activities that you are planning.

So getting back to that, you indeed filed four different activities under the smart grid part of the GEA plan.  And I just wanted to see -- when one matter is a bit a matter of semantics.  If you read the filing requirements, if you read demonstration projects as pilots, are these synonymous for Guelph?

MR. WENINGER:  I do recall reading the filing requirements quite some time ago.  The distinction between "demonstration" and "pilot" is not clear to me.

MS. AZAIEZ:  Fair enough.  This is just because, you know, you've labelled "electric vehicle pilot" and then you had also -- the other one was -- one was a pilot, and the demo for the smart home.  That's right.

Okay.  So in light of that, going back to -- so one is a pilot, the other one is not.

Going back to the other project, the in-home display, do you label that -- is this a pilot, or is this a full roll-out?  It is just for us to determine whether these are eligible under the current filing requirements that limit, actually, things to demonstration projects, studies and staff education and training.

MR. WENINGER:  Again, not being clear on the distinction between pilot or demonstration, the in-home display is something that -- with the point of view from a messaging project, we're not aware that that has been done anywhere.  It is definitely something that is new, unique, different.

So I'm not sure if the proper terminology for that is pilot or demonstration but it's not a replication of something that currently exists, that we're aware of.

MS. AZAIEZ:  Okay.  And this was in Technical Conference Question 43.  We have asked if you could give an idea of your past experience as far as pilots go, just to get a size, basically, an idea of what this in-home display, if it is a smart grid activity, would be about.

MR. WENINGER:  We have not done any other pilots within Guelph, so, you know...

MS. AZAIEZ:  Okay.  So no historical data on that?  No problem.

I will then go to Question 45(b), and that was about the education of residents.  And I guess this is about the high school education, smart grid initiative that you are planning.  And again, this is to assess whether this is an eligible activity under the current filing requirements.

MR. WENINGER:  Again, I'd have to go back to the filing requirements to make sure I'm answering the question correctly.

MS. AZAIEZ:  Okay.  So should we take that as an undertaking in terms of the high school education program?  Yeah?

MR. WENINGER:  Yes.

MS. SEBALJ:  Are you going to follow up with (a) or should we also mark the undertaking for both (a) and (b)?

MS. AZAIEZ:  It could be for both A and B, yes.

MS. SEBALJ:  So it's JTC1.14, and it is in relation to No. 45 in the technical conference questions, (a) and (b).
UNDERTAKING NO. JTC1.14:  to PROVIDE ANSWER TO TECHNICAL CONFERENCE QUESTION NO. 45(A) AND (B).

MS. AZAIEZ:  Thank you.

MR. GARNER:  I'm wondering if I could jump in since we're on this topic.

My name is Mark Garner, and I'm with VECC.

I'd like to ask just a few questions about the ZigBee chip while we're on the topic, if you don't mind, and then I can eliminate that question.

Just to confirm as we're going through this, there was a modest incremental investment for that.  I recall something around $12 per meter.  Does that sound about right?

MR. WENINGER:  Yeah, that's correct.  It's a little more than $12 per meter.

MR. GARNER:  And the overall cost was -- do you recall?  Was it $60,000, somewhere in that range?

MR. WENINGER:  No, if I recall, it's closer to $600,000.

MR. GARNER:  600,000, sorry.  I left out a zero there.  Do you know of any other utilities that have installed a similar device in their smart meters?

MR. WENINGER:  We're not aware that any utility in Ontario installed the ZigBee chip at the time.  We are aware that there are a number of utilities that are now sort of kicking themselves and looking at what needs to happen to include a ZigBee chip in support of some of the conservation programs.

There are some utilities that are considering, for example, for an in-home display that's provided as part of the OPA residential demand response program, doing a meter swap-out with a shiny new meter that does have a ZigBee chip.

MR. GARNER:  Thank you.  And I'm following up on, by the way, just so you know, at the Technical Conference IR No. 10 that you did for us, and it was our original IR No. 26.

And in that IR, what we were trying to get at was whether there were any incremental revenues, specific incremental revenues, that you had developed a plan to try and recoup this investment of $600,000.

And I just want to be clear.  The answer, I believe, reading the whole interrogatory, and that is there is no plan to derive incremental revenues in this; is that correct?

MR. WENINGER:  That is correct.

MR. GARNER:  And can I ask another question?  Has any consideration given by Guelph, in lieu of an incremental revenue stream, to create a rebate or other program for -- for instance, my client is very interested in low-income consumers who might want to install some sort of home device to help them lower their bill?  Has any thought been given to that at Guelph?

MR. WENINGER:  We haven't given that any specific thought, because we have to be really careful that we do not encroach on the conservation programs that are funded by the OPA.  There is some very specific language around duplicative efforts and duplicity, and that can be interpreted very broadly.

So there's a lot of work that we would have to go through to try and design/build something that is not in some way duplicative of the conservation programs.

MR. GARNER:  Sure.  That's fair enough.  But my question is a little bit different.  If there were such a program, either from the OPA or you've developed a program yourself that wasn't in conflict with such a program, what I'm trying to understand is how the ratepayer is going receive a benefit for the $600,000 investment.

And so one of the ways I'm suggesting or asking if you had looked at was whether one of the ways to recoup that investment, if there's no incremental revenue stream for them to see from this, is to provide them with otherwise a benefit.

For instance, if the OPA had a program, you might chip in on a rebate because you've incurred this cost on behalf of ratepayers and, therefore, would give ratepayers back some of that investment?

MR. WENINGER:  No, we do not have any specific projects or programs in mind.  The ZigBee chip on its own, there is no cost benefit for the installation of the ZigBee chip.  The ZigBee chip really helps enable other programs, technologies.

So, for example, the conservation program for residential demand response, the selling feature from the conservation side, to our knowledge, is customers sign for a demand response on electric hot water heater or a pool pump or central air conditioning, and the in-home display is secondary.  It's essentially a gift.

That gift does give the customer better direct real-time information of their energy consumption use.  And the implication is, by having information readily available at your fingertips, it's more likely to change consumer behaviour.  They're more likely to take some measures or actions where they might derive some benefit out of the implementation of smart meters and time-of-use rates.

MR. GARNER:  Thank you.  That's my questions on that issue.  Thank you very much.

MS. SEBALJ:  Okay.

MS. CAZALET:  My name is Alison Cazalet, C-A-Z-A-L-E-T.  I wanted to jump in with some questions on the in-home display project, as well.  My first question, in question 41(a) we had requesting filing of the OPA program schedule for the demand response program, which you provided.  And I note that I guess it's part (b) of Exhibit C of this program schedule sets out the minimum functionality for the in-home display device themselves.

And it is clear to me from Guelph's application, and the responses to the IRs, that you're thinking about some sort of device that sort of exceeds the minimum functionality, because you want to provide more than basic pricing and consumption information.

So what I wanted to confirm was that included in this -- in your application, there are no costs for the devices themselves.  Is the OPA paying a hundred percent of these devices, even this excess functionality?

MR. WENINGER:  That's correct.  What we're hoping to do is leverage off the smart metering infrastructure, including the meter with the ZigBee chip.  If you do not have sort of an industry standard protocol like ZigBee, then other LDCs are required to come up essentially with some type of black box or protocol converter so the smart meter can talk directly with the device.

And by virtue of having a fixed amount per display, if you have to spend some of your money on a protocol converter, that means the amount of money you can put into the display will limit its functionality.  So the ZigBee chip should let us procure more elaborate in-home displays.  So hopefully they will be able to provide that functionality within the threshold provided by the CDM program.

That only holds true to the point of view that the uptake of the in-home display is likely not going to be anywhere near as large as we would like, by virtue of the conservation program on its own.  We will come to a point in time where we need to figure out -- to really make this shine, to expand it to a larger customer base, we will need to look at some other mechanism, I believe, to make sure that there's a vehicle to get the displays to a broader reach.

MS. CAZALET:  Thank you.  And just going into the demarcation between what is smart grid and what is CDM, and trying to understand the different components of your project, so it seems like you've got the devices, the in-home display devices, and that's being paid for by the OPA program.  So that's CDM, at least for the customers that are participating in the CDM program.  And you spoke to you may have to have this wider rollout, but it appears from the application that we're not quite there yet.

And then you've got the back office system part of it that's going to allow this expanded messaging, and that part is what you're calling smart grid; correct?

MR. WENINGER:  That's correct.

MS. CAZALET:  And then the in-home displays that you might need to install in customers' houses that are not participating in the OPA program, smart grid or CDM?

MR. WENINGER:  That depends.  If there's an energy conservation target attributed to the in-home display - and that is yet to be determined by the OPA - if there is, then I would characterize a display as a CDM item.

If there is not, then I would characterize it as a smart grid item.

MS. CAZALET:  Okay.  And what about the back office system, to the extent that the back office system might be facilitating messaging that might be conservation-related messaging?

MR. WENINGER:  That is definitely a possibility.  In putting together the project, we didn't consider apportioning an element of the back office to CDM versus an element of the back office to smart grid.  We're not far enough along to understand what limitations we have, what type of message you can actually send to the display, et cetera, et cetera.  It's very early stages.

MS. CAZALET:  And in the event that any savings that might be attributed to the in-home display could not be counted towards the CDM targets - and I'm thinking, in particular, when you get to that stage of the wider rollout and these customers that are getting in-home displays but are not participating in the OPA program -- will Guelph still proceed with the program if the savings can't be attributed towards CDM targets?


MR. WENINGER:  We think it's still a very good community-based project that, again, sort of reinforces some of the concepts of smart grid and getting information directly to the customer, and potentially can be used for other community initiatives, whether it's water conservation messaging, lawn watering ban days, whether it's internal for Guelph Hydro, finance needs to send out credit information or delinquency notices, that sort of stuff.


So yes, I think we would still pursue the project regardless of whether or not the in-home display has a CDM component to it.


MS. CAZALET:  Thank you.


In your answer to 41(e), there was the list.  Our question was in relation to when Guelph was going expand the capabilities beyond the basic energy consumption and pricing information, and provided a list of eight things that have to happen and sort of when they were going to happen.


But I'm still not clear from this list exactly when --when customers with in-home display would actually start receiving those messages that are beyond the basic consumption and pricing information that would be part of the OPA's CDM program.  Is that step 7?


MR. WENINGER:  Step 7 is where we start.  We anticipate we have a tool set that's functional, that can go beyond just the basic messaging for the CDM program.


Step 7 likely wouldn't happen before the end of 2012, probably early into 2013, from a sort of high-level time frame point of view.


MS. CAZALET:  And just one final question.  And this is in relation to Board Staff Question 44, where we were asking about different parties that might have access to this infrastructure and be able to provide messaging.


And you listed, you know, the City of Guelph and the school boards, and you indicated that access would be provided using sort of a not-for-profit model.


And I was just wondering, you know, your opinion on This in relation to the Affiliate Relationships Code and the requirements for transfer pricing when an affiliate is using -- an affiliate being the shareholder in the City of Guelph -- is using an asset or part of Guelph's system.


MR. WENINGER:  We would imagine cost recovery as a minimum when we get to the point where there's multiple parties actually using the back office system for messaging.


Cost recovery, and if that requires a mark-up, 10 percent, so be it.  We're a long way away from getting to that point.


MR. SHEPHERD:  Can I just ask a follow-up on that?  I saw "school board" and I got excited.


"Not-for-profit" means no charge at the beginning?


MR. WENINGER:  Initially while we're building the system and making sure it can do what we think it can do, I don't foresee any charges to any of the participants.


Initially it would be primarily Guelph Hydro for our own internal uses, to make sure the system can actually do what we think it can ultimately do.


MR. SHEPHERD:  Well, okay.  So you can't charge yourself; I get that.  But the City of Guelph or the two school boards, you're proposing that they are actively involved in using the system in that phase for free?


MR. WENINGER:  We haven't had detailed dialogue with either of the parties to understand what they realistically might do with it.  Everything that we've put into the plan are sort of concepts, visions, of what is potential.


So no, we're not at that level of detail.  We definitely haven't had any of those discussions at this point in time.


MR. SHEPHERD:  Sorry.  I wasn't actually asking about the discussions so much as your plan -- tell me whether I'm right -- contemplates that, at least for the initial phase, to the extent that anybody else uses it, it will be for free?


MR. WENINGER:  Initially, as we're debugging the system, yes.


MR. SHEPHERD:  Okay.  And do you have a -- you have some ideas as to how the City and the schools will use it?


MR. WENINGER:  Not specific.  Again, these are just high-level concepts of what we think it could be used for.


MR. SHEPHERD:  Can you tell us what that is?


MR. WENINGER:  So some of the concepts, so for example, from the city point of view, if there's lawn watering ban days, that might be one form of messaging.


Another form of messaging that there might be some value in could be snow day.  Schools are closed for today, for example.


Another example could be, from a City perspective, alternating weeks for take out your recyclables.


These are just examples of some of the things that we've contemplated.


MR. SHEPHERD:  So you're contemplating sort of public service announcements, as opposed to advertising?


MR. WENINGER:  Correct.


MR. SHEPHERD:  Okay.  Thanks.


MS. SEBALJ:  I think that's all of the questions from Board Staff.


I did want to mark one more undertaking, which is the first, Board Staff No. 1, which was the general update to the revenue requirement work form as a result of any changes or updates.  So if we could just mark that as JTC1.15.

UNDERTAKING NO. JTC1.15:  TO PROVIDE GENERAL UPDATE TO REVENUE REQUIREMENT WORK FORM AS A RESULT OF ANY CHANGES OR UPDATES, IN RELATION TO BOARD STAFF QUESTION NO. 1.

MS. SEBALJ:  And it is noon, but I hadn't planned, because we took our last break at 11:00, to break for lunch for another 30 minutes.  But I leave that to my colleagues.


Are you ready to go?


MR. GARNER:  Yes.  I was going start.  And I think I'm ready to at least start.


MS. SEBALJ:  Sorry, Mr. Garner.  Can I just...


MR. WENINGER:  Yeah, sorry.  One of the other questions was Board Staff 45(a) and (b).  We had proposed to provide better, detailed responses for -- I'm not sure we covered that.


MS. SEBALJ:  We did actually mark it as JTC1.14.


MR. WENINGER:  And for 46(a), (b) and (c)?


MS. SEBALJ:  Yeah, I thought that we actually walked through that and got answers here today.  But if you -- if Guelph has more to add, we can certainly mark it.


MR. WENINGER:  We would be quite prepared to do that.


MS. SEBALJ:  Sure.  So that will be Board Staff No. 46, further and better answers.  It will be JTC1.16.

UNDERTAKING NO. JTC1.16:  TO PROVIDE FURTHER AND BETTER ANSWERS TO BOARD STAFF QUESTION NO. 46.

MS. SEBALJ:  Sorry, Mr. Garner.  Anything else from Guelph before we go on?


MR. WENINGER:  No.

Questions by Mr. Garner


MR. GARNER:  That's fine.  Thank you.


Again, this is Mark Garner with VECC.


First of all, I'd like to start with the first response to the Technical Conference.  And we had asked a couple of questions about the asset management plan and the asset condition plan.  And I just want to clarify that response, because I'm still not quite sure I understand.


So let me just back up and ask this question, is that, as I understand the evidence, the plan is divided into two parts, is it not?  An asset condition report, and then an asset management plan?  That's correct?


MR. WITTEMUND:  The asset condition assessment is an element of the asset management plan, yes.


MR. GARNER:  Fair enough.  Thank you.


And could you tell me, in the future, what's the plan for doing these two plans -- right now I'll just call them two plans or two aspects of the plan -- what's the plan for doing that?  What's the frequency of that in the future?  Annually, bi-annually?  I mean, you know, every second year?  What?


MR. WITTEMUND:  The process is that we plan on updating the asset condition assessment and the asset management plan on a yearly basis by refreshing the information to reflect what we've done in the previous year.


MR. GARNER:  Okay.  Thank you.


And as I read the evidence, the company is saying that the purpose of the plan is to inform the capital budgeting of the utility; is that not correct?

MR. WITTEMUND:  That is correct.  We use the asset condition assessment as an element in our capital budgeting process.

MR. GARNER:  Right.  Thank you.  And I think it's the word "element" that's probably been confusing me.  In the interrogatory we had asked, you had a table in the asset management plan, and that table had a forecast budget of $16.3 million.  And we were trying to reconcile that with the actual capital budgeting of the utility.

And in the response that you provided, I'm not sure that I understand how that reconciliation is done, because what you've responded is that -- you've responded with 11.336 million of the 16.3, leaving me somewhat perplexed as to the remaining $4 or $5 million that's a gap between what's in that asset management plan and in the capital budget.

So I'm looking at your response, just to help you, your first response to the technical questions and to our original Interrogatory No. 3.

MR. MILES:  I could just jump in here, I think the table you're referring to -- if you could just flip it open there, Mike, I just wanted to clarify which number you're looking at.  The 16.3 million that you're looking at is actually not a capital number.  It's an OM&A number.

MR. GARNER:  It includes an OM&A number, so is the -- I'm sorry.

MR. MILES:  The capital elements on that table are labelled -- I don't know if you have it in front of you or not, but it's labelled "rehabilitation capital", "development capital", and then the second line down from the bottom is "other services capital".  It's those three line items that would total up to --

MR. GARNER:  Would it give me the $11 million?

MR. MILES:  Yes.

MR. GARNER:  Okay.  Thank you.  Subject to check, that's what I was trying to figure out.  So that should reconcile to roughly the same number, if not exactly the same number?

MR. MILES:  Yes.  Yes.

MR. GARNER:  Thank you.  That's helpful.

MR. SHEPHERD:  I have a follow-up on that question, Mark, if you don't mind.

MR. GARNER:  Go ahead.

MR. SHEPHERD:  In your response you say there were no projects left out of the current asset condition assessment, right in the middle.  And then at the bottom, you say:  "The following is a list of assets that was left out of the asset condition assessment."  I can't reconcile those two statements.

MR. WITTEMUND:  It's regarding just the terminology.  When we did the asset condition assessment, we looked at our assets.  We didn't look at -- when we refer to a project, I refer -- it could have involved a number of different assets.

So the asset condition assessment is specifically looking at the condition of assets, not projects.

MR. SHEPHERD:  Okay.  So then what you're saying is there are no projects in the asset condition assessment at all.  It doesn't deal with projects.  It deals with assets?

MR. WITTEMUND:  It deals with the condition of assets.  Yes, that's correct.

MR. SHEPHERD:  Okay.  So that's what I didn't understand.  You said there was no projects left out of it, but it doesn't deal with projects at all; right?

MR. WITTEMUND:  That is correct.

MR. SHEPHERD:  Okay.  And so related to that is you say that the assets that were left out include things like underground cable, and overhead conductors, and municipal station breakers and concrete vaults.  That sounds like a lot of your assets.

MR. WITTEMUND:  There are a few of the assets that were not included, just -- and they were left out of the asset condition assessment due to a lack of operational records.  We still have plans to replace these assets, and we will include a majority of these assets in our next round of asset condition assessment.  But they were not considered in this asset condition assessment.

MR. SHEPHERD:  Do you have an idea of how much of your assets are represented by these categories?  They seem like big categories, things like underground cable and overhead conductor.  That's a lot of your system.

MR. WITTEMUND:  It's a fair amount of our system, and a number of these assets are covered in our rehabilitation program, but they were just not included in this asset condition assessment.

MR. SHEPHERD:  Thanks a lot.

MR. GARNER:  Sorry, I'd like to follow up on Mr. Shepherd's line of questioning, because I thought I'd understood, and maybe I still do.

There are two plans, right -- or two documents.  One is assessing the condition of your assets, correct, and the other plan is a plan on how to rehabilitate and/or add to those assets?

MR. WITTEMUND:  That's correct.  The asset management plan incorporates the asset condition assessment.

MR. GARNER:  And as I understood your explanation, and maybe I don't, but was that because you had not undertaken a full report on the asset condition - i.e., you had not gone through all your assets yet - you couldn't therefore have a fully -- a full asset management plan, because there were some assets yet to be determined as to what should be done with those assets or what needed to be addressed on those assets.

MR. WITTEMUND:  Sorry.  Just one second.

[Witness panel confers]

MR. WITTEMUND:  The asset management plan still incorporates the replacement of our assets and projects.  However, though, the asset condition -- regardless that the asset condition assessment didn't include all of the assets, the plan still reflects what we need to do to replace our assets.

MR. GARNER:  And how would it have done that for those assets that you had yet to do a study of, the ones that were left out in the asset condition plan?

MR. WITTEMUND:  They're based on other records that we have.  And when we did the asset condition assessment, -- when Kinectrics did that study, they were looking for additional operational records that we didn't have at that time that we plan on recording, but we're still able to manage our projects based on the information that we have.

MR. GARNER:  Okay.  Thank you.  So would that be a fair characterization to say that the asset management plan - not the asset condition plan, but the asset management plan -- includes all of the assets, but for some of those assets it's a bit preliminary, because it's subject to what is found out when you complete your asset condition plan?

MR. WITTEMUND:  That is correct.

MR. GARNER:  Thank you.

MR. SHEPHERD:  Again, this sounds like a tag team, doesn't it?  This was absolutely not rehearsed.

Are you planning to do physical inspections to catch up on this stuff?  Is that how you're going to deal with these, you know, things like your overhead conductors and that sort of stuff?  How are you planning to catch up if you don't have the records?

MR. WITTEMUND:  That is correct.  A lot of this stuff is -- and the information that our consultant needs to perform this asset condition assessment is based on inspection records, maintenance records, as well as operational records.

So some of these -- some of these assets do require inspection data to be included in the asset management -- or asset condition assessment.

MR. SHEPHERD:  You can't go back and create maintenance records that you don't have; right?  If you don't have maintenance records of your breakers in your municipal substations, then you just don't have them, right, so you would have to go and inspect them individually?

MR. WITTEMUND:  Yes, it would be, yes, inspections.  That is right.

MR. SHEPHERD:  Is there something in your budget for that for the test year?

MR. WITTEMUND:  It's included in our operational maintenance, yes.

MR. SHEPHERD:  So this is like a catch-up?

MR. WITTEMUND:  It would be considered normal maintenance of our assets.  But what we would do is we would include a number of gaps that the consultant indicated in order to provide them with the information necessary to give us a complete asset condition assessment on that asset.

MR. SHEPHERD:  And so these are sort of gaps in your past procedures that the consultant says, Implement these not just for this year, but permanently; implement these new operating procedures so that you'll always -- you'll have ongoing information?

MR. WITTEMUND:  Correct.  In order to improve the asset condition assessment, these gaps need to be filled.  That is correct.

MR. SHEPHERD:  Understood.  Thanks.

MS. ARMSTRONG:  Actually, it almost does seem like a tag team now.

MR. SHEPHERD:  I'm sorry, you weren't part of the plan here.

MS. ARMSTRONG:  Oh, come on, Jay.

I have one question, and there was one item on this -- on your capital project that I was a bit curious about, and it's that faulted circuit indicators which you have included in 2011 and 2012, but you stated in an interrogatory that you have no projects for it.

MR. WITTEMUND:  Mm-hmm.

MS. ARMSTRONG:  But it's included.

Does that have anything to do with sorting out your asset conditions?

MR. WITTEMUND:  No, it does not.  The faulted circuit indicators are -- they would be a project that we would do to assist in troubleshooting of distribution circuits, and they're not included -- they don't have a relationship to the asset condition assessment.

MS. ARMSTRONG:  Okay.  Just out of curiosity, why is there no project in this category, although there is budget for it?

MR. WITTEMUND:  In some cases, they are included in other projects or other -- like, say a line feeder project.  This would be specific to additions of faulted circuit indicators where not part of another project.

MS. ARMSTRONG:  Okay.  So you do have this money -- there's projected related to this budget somewhere else?

MR. WITTEMUND:  It could be embedded in other projects that are in other categories, yes.

MS. ARMSTRONG:  And is there a budget for it in other categories, then?

MR. WITTEMUND:  It would be included -- yes.  It would be included in that project budget, yes.

MS. ARMSTRONG:  And so you're just separating out the budget items?

MR. WITTEMUND:  That is correct.

MS. ARMSTRONG:  Thank you.

MR. GARNER:  Okay.  So if we can move on from the asset management plan.

I've a lost a bit of a reference, so I'd like to come back to one of these after lunch, perhaps, but I'll move on to a question in response to the Technical Conference Question No. 7, which was our original IR No. 9.

And this is in respect to the forecast for manufacturing GDP, and you had indicated they were calculated on a 10-year average.  And I think we were having some difficulty in looking at the original schedules and the evidence as to how that average was being calculated.

And I'm wondering -- I'm not sure it's been clarified in the interrogatory, and I'm wondering if you can help us.

First of all, what's the period being looked at for the -- to calculate the average?

MS. BIRCEANU:  So to calculate the average for 2011 is 2001 to 2010, and for 2012 test year is 2002 to 2011, in monthly average.

MR. GARNER:  Yes.  Now, let's talk about that monthly average and how that's done.  I'll ask it this way.

Is it done from taking the first month of that year and the last month and averaging that?  Or is it taken every single month?

MS. BIRCEANU:  Oh, no, no, no.

Every single month, so January from 2001, with January from 2002, so on, divided by 10.

MR. GARNER:  Right.

MS. BIRCEANU:  February, with the respective months of the year, divided by 10.

MR. GARNER:  Right.  And there's a significant amount of variation in some of those months, is there not?  Some go up and some go down?  That's part of the averaging effect of that, right?

MS. BIRCEANU:  Yes.

MR. GARNER:  Right.  And why was that considered a particularly good way of forecasting this?  First of all, the way you -- two parts.  The way you did the averages and simply using a past historical average, why is that predictive of the future?

MS. BIRCEANU:  As the temperature is predicted based on the average, monthly average of 10 to 13 years, that was our logic, that an average could reflect a forecast for '11 and '12 manufacturing GDP.

MR. GARNER:  Right.  Fair enough.  And let's just stretch your analogy.  And so -– and, like, the temperature, global warming, affects everybody's average, right?  As do recessions and other things affect your concept of a forecast, and that.

Was any thought given to that issue, that in fact the economy was potentially going into a different place and should adjust the forecast in any way?

MS. BIRCEANU:  Yes, but do not forget 2008 and 2009 recession, and this is part of the average.

MR. GARNER:  Right.  So that's the way you incorporated it into your thinking that it was in there.

MS. BIRCEANU:  Exactly.

MR. GARNER:  Thank you.

MS. BIRCEANU:  You're welcome.

MR. GARNER:  I just want to talk a little bit about the cost allocation model again.  And this is in response to our Technical Conference Question No. 11 and Board Staff's Question No. 21.

And we had an undertaking this morning that you were going to do an up to updated cost allocation, but I want to just confirm that only two changes were made to the update so far.  And that's in the street lighting fixtures connection ratio; that was changed from 10 to 1 to 4 to 1; is that correct?

MS. BIRCEANU:  Is it correct if you look at the new cost allocation only, but I think the question was originally from the Board Staff was what were the changes from the new -- from the old cost allocation towards the new cost allocation.

MR. GARNER:  Right.

MS. BIRCEANU:  So we mention that beside the updates that the Board itself did, we had to calculate the weighted average for services, collecting, billing and collection, which we did, to estimate the pole rental, which we did, and we corrected an error for large users, because they are primary.

And in all this list of changes are captured by our responses to Interrogatory 21(e), 22(a), 22(d).

MR. GARNER:  Thank you.

That would capture the billing and collection change from to 1 to 4, right -– to 0.4 -- or 4, sorry?

MS. BIRCEANU:  Right.

MR. GARNER:  Okay.  Thank you.

Now, I'd just like to change tacks a little bit and talk about the LV costs.

And am I correct your proposal collects LV through a fixed monthly charge, totally through a fixed monthly charge?


MS. BIRCEANU:  So let's recap the original question.  It was a remaining amount of 20,000, which, because the allocator was kilowatt-hour for residential class, general service class, and I believe general service were 50 -- between 50 and 1,000.

Because the denominator was so high, the rate was too little to be captured in four decimals.  So the Board asked us:  How are you going to recover that amount?

So it was one option to recover that amount as a fixed monthly charge per customer.

MR. GARNER:  Right.  You anticipated the second part of my question, which was:  The reasoning was the number got too small in order, you thought, to create a variable charge for it?

MS. BIRCEANU:  Correct.

MR. GARNER:  Right.  But again, just go back to that question:  Are you aware of any other utility that does it in the manner that you're doing it?

MS. BIRCEANU:  I have not investigated --


MR. GARNER:  So you don't know?

MS. BIRCEANU:  -- this matter.  I don't know.

MR. GARNER:  Thank you.

This is in respect to our Question No. 15(b), Technical Conference Question No. 15(b).  And in part of this question, we asked how the revenue-to-cost ratios would have to change in order to recover a $392,000 shortfall.

MS. BIRCEANU:  Correct.

MR. GARNER:  What we wanted to understand was what revenue-to-cost ratio would be required of the street lighting and GS-greater-than-1,000 in order to eliminate this shortfall?

MS. BIRCEANU:  I wasn't so sure about your requirement here, but I could simulate that.  It's an undertaking, if you'd like to.

MR. GARNER:  That would be very helpful.  Thank you.

MS. BIRCEANU:  Okay.

MS. SEBALJ:  That will be JTC1.17.
UNDERTAKING NO. JTC1.17:  to PROVIDE REVENUE-TO-COST RATIO REQUIRED FOR STREET LIGHTING AND GS-GREATER-THAN-1,000 IN ORDER TO ELIMINATE THE $392,000 SHORTFALL.

MR. GARNER:  Thank you.

And I do -- sorry?

MS. BIRCEANU:  Before we go farther, this is an undertaking, but I would like, if you don't mind, to explain me more this question, because in -- you refer to Board Staff questions, and Board Staff questions were a little bit different from yours.

So what are you saying?  Keep residential?  How is it if it's in the range?  I want to understand that question very well.

MR. GARNER:  Well, I think what we were trying to say is what you have to increase –- yes, what you have to increase the other ratios, keeping residential the same.  Right?

MS. BIRCEANU:  Keeping residential the same?  Okay.

MS. SEBALJ:  Thank you.

MS. BIRCEANU:  Thank you.  Yeah.

MR. GARNER:  Okay.  Thank you.

Now, I do, Ms. Sebalj, I do have two more questions, but unfortunately my references are a little bit lost.  And what I'm wondering is if I could pick those ones up after the lunch break.

MS. SEBALJ:  Sure.  That sounds reasonable.

Are people ready for a break?

Okay.  So why don't we take a break until 1:30, and resume with Mr. Garner and then Mr. Shepherd?

MR. GARNER:  Thank you.

MS. SEBALJ:  Thanks.

--- Luncheon recess taken at 12:25 p.m.

--- On resuming at 1:35 p.m.

MS. SEBALJ:  Good afternoon.  Why don't we get started again?

MR. GARNER:  Thank you.  Again, it's Mark Garner from VECC.

I think the best way to start this would be to bring up -- because this is where it ultimately ends -- to bring up the Interrogatory No. 11 that Board Staff -- sorry, that VECC asked you.  It's Interrogatory No. 11.

And you'll see in that interrogatory there's a table with a number of CDM annual program savings in it.  And I'll just give you a minute, if you have that.  Yeah, it's Interrogatory 11.  And it's an interrogatory that asked you to describe the current status of the 11 CDM programs.  So do you have that?

MS. BIRCEANU:  Excuse me.  It's VECC 11 or Board Staff 11?

MR. GARNER:  No, it's VECC 11, and the question is under Issue 3.3.  I believe I've got that right.  I spent the whole lunch hour trying to make sure I had the right reference, so I'm hoping I have the right one.

MS. BIRCEANU:  I thought we already discussed 11, or you want to ask -- elaborate more?  It's about cost allocation.

MR. GARNER:  No, I don't think so.  You're looking at the technical conferences.  I'm bringing you to the actual Board Staff Interrogatory No. 11.  That's why I wanted to start you to -- this is not the technical question, but Board Staff -- sorry.

MS. ARMSTRONG:  May I clarify, Mark?  I believe it's VECC interrogatory, the original interrogatory number, 11.


MR. GARNER:  That's right.

MS. ARMSTRONG:  That deals with CDM.

MR. GARNER:  That's right.  Thank you.

Do you have that?  Are you still looking for it?

And I don't want to confuse you with this any further, but that has to do with the Technical Question No. 3 that we had.  Just to give you some background, you answered that one, and it was in response to a Board Staff question asking about whether the number in the table was annualized.

And so that response states that the 14.4 gigawatt-hours is an annualized 2011 CDM savings, and that got us thinking.  And that brings us to the VECC IR No. 11 that I've asked you to pull up.

And you'll see at the bottom of that, in the response to that, there is a table in blue -- or, sorry, a table.  And in that table you see figures for 2011 of 7.953, and in 2012, 15.906, under the row labelled "Total Annual Savings."  Sorry, are we there?  Thank you.

So the question is actually quite simple, but, first, to ask it, I want to make sure we're going speak the same language about what we mean by an annualized savings.  So when we say the term "annualized savings", there are two ways of looking at the savings, the year end, and then the prorated for programs that start mid-term or part-way through the year.

So my first question is:  What do you mean when you say, yes, these are the annualized savings, in the response to the interrogatory or the technical question interrogatory that confirmed they're annualized savings?  Can you just tell me your definition of "annualized savings"?

MR. WENINGER:  The 14.4 is pieced together from a combination of data on results that we're tracking internally, in combination with results that the OPA is providing on quarterly reports.

MR. GARNER:  Right.

MR. WENINGER:  And for the OPA, it looks backwards at completed projects.  For our piece of it, we are projecting, to the end of the year, projects that we expect to have completed.  They're actually carried forward from 2010 where the results are supposed to be attributed to 2011.  So it's sort of a combination.  It's a hybrid.  There isn't any one single clean reporting tool at this point in time.

MR. GARNER:  Okay.  Thank you.

Would I be correct to say, then, that the annualized that you have is a combination of things that -- it will then, therefore, have items that were not, let's say, something in that year.  Let's say a program that started mid-year in 2011 and you were doing the calculation for annualized.  You would prorate it to say the program achieves six months' worth of savings in that month?  Is that how you would do it for the annualized number?

MR. WENINGER:  Six months of savings toward the 2011; correct.

MR. GARNER:  Thank you.  So now if you go to the table that I had asked you to bring up in response to the Interrogatory No. 11 that VECC asked you, and I look at those numbers, I get the number 7.953 going 15.906, which I think is double 7.953.

Is that an annualized or a -- number?

MR. WENINGER:  There is a disconnect between the calculation of energy and demand savings.  Demand savings are accumulated once in the year the initiative is implemented.  The energy savings can be carry-forward.  And by carry-forward I mean if there's 100,000 kilowatt hours of savings in year 1, that same 100,000 kilowatt hours is still attributed towards the 2014 target in years 2, 3, and 4.

MR. GARNER:  Right.

MR. WENINGER:  So that's why you see the same base, 7.953 essentially replicated for years 2, 3, and 4, under the assumption that the measures that are installed persist for at least that time frame.

MR. GARNER:  I see.  And there are no other measures to be added to that?

MR. WENINGER:  No.

MR. GARNER:  Right.  Okay, thank you.

The next -- sorry, I just have to turn this down.

The next one, I think, is a relatively simple question, and this is our Technical Conference Question No. 4.  And I think it's pretty straightforward, but I just want to make sure I have it right.

Can you confirm in that table that the predicted purchase values reported in both -- in this response are after the CDM adjustments?  It says "prior to", so that's after the CDM adjustments?

MS. BIRCEANU:  VECC Interrogatory No. 4 requested:
"Please provide forecast of 2011 and 2012 energy purchases prior to CDM."

MR. GARNER:  Right.

MS. BIRCEANU:  So I just provided what the interrogatory requested, prior CDM adjustment.

MR. GARNER:  Right.  I think we're just quibbling about a word, maybe, but that's after the CDM adjustments?  We mean the same thing by that, I think.

MS. BIRCEANU:  No, it's before the CDM adjustments.

MR. GARNER:  Okay.  It's before the CDM adjustments?

MS. BIRCEANU:  And I noted that it was corrected for 29 days as a leap year, 2012 leap year, a correction we did as following the Board Staff notice.

MR. GARNER:  Okay, thank you.  I'll think about that.  But thank you.

And I believe with those two questions that completes -- Ms. Sebalj, that completes our questions.  Thank you.

And thank you, panel.

MS. SEBALJ:  And next in the order, Mr. MacIntosh; is that right?
Questions by Mr. MacIntosh

MR. MacINTOSH:  Correct.  David MacIntosh for Energy Probe.

Based on the responses provided to Energy Probe Technical Conference Questions 1 and 4, please confirm that Guelph Hydro has increased its forecast by approximately two gigawatt-hours to reflect the 2012 leap year.

MS. BIRCEANU:  Yes.  So it's Interrogatory No. 2, and we responded.  It's No. 2 or...

MR. MacINTOSH:  Well, it's our No. --


MS. BIRCEANU:  Or it's No. 1?

MR. MacINTOSH:  -- 4.

MR. MILES:  It's Interrogatory No. 4.

MS. BIRCEANU:  Oh, okay.  Energy Probe original Interrogatory No. 4.  And now it's Question No. 1.

MR. MacINTOSH:  Sorry.  It's our original 13, and it's our Technical Conference Question No. 4.

MS. BIRCEANU:  Four.  Okay.  So do you want me to clarify our answer?

MR. MacINTOSH:  Confirm that that's what you've done.

MS. BIRCEANU:  Okay.  So originally, Guelph Hydro did not use 29 days in the forecast for February 2012.  So with other words, we haven't considered 2012, being a leap year, in the original load forecast.

MR. MacINTOSH:  But you have now increased...

MS. BIRCEANU:  Yes.  Yes.  I acknowledge the error.  I correct it.

MR. MacINTOSH:  Fine.

MS. BIRCEANU:  And I affirm that load forecast increase by 2 gigawatt-hours.

MR. MacINTOSH:  Thank you.  With respect to the response to Energy Probe Technical Conference Question No. 14 --


MS. ARMSTRONG:  David, if I just may interrupt you for a moment, since we are taking the undertakings individually on those responses that were not provided, I just would like to make sure that we are not missing anything here, for Energy Probe.

Like, I've noticed No. 5(b) and (c).

MS. BIRCEANU:  No. 5?

MR. MILES:  (B) and (c).

Actually, I can provide answers to those two right now, if you like.

MR. MacINTOSH:  Okay.

MR. MILES:  So for (b) you are asking why did the investment income drop in -- or why was it, I guess, low in 2010 and went up in 2011, and it's back down again in 2012?

It has to do with the financing or the refinancing that we did late in the year, in December of 2010.  That financing raised $65 million in total, of which about 42 and a half was used to repay existing debt.

The remaining cash, if you will, was on our balance sheet and was carried through part of 2011.  It's declining as we're using it to finance the construction of the transformer station, and to some extent the remaining pieces of our smart metering program.

So the 177 is interest income associated with that cash, that we expect will be down to a much smaller balance by the end of the year.

So that's why you don't see it again in 2012.

MS. ARMSTRONG:  And then the next one, (c).

MR. MILES:  So (c), the water works meter reading expense, the question is how is it calculated.

We calculated it based on -- we have a third party that provides meter-reading services.  So up until the time that we've switched over to smart meters, that contract was for reading both electric and water meters, and we simply allocated the cost 50/50.

So that's how it was calculated historically.

Going forward, the new contract that we have with our meter-reading provider is primarily just for water meters only.  So we have a contracted rate for -- that's specific for that, as well.

And I guess part of the question is also asking:  Are there any additional costs associated with this service?

There really aren't any incremental costs that we can identify associated with providing that service, other than the meter-reading costs.

MS. ARMSTRONG:  I don't want to take away from you, David.  I'm just wondering if you're going through the ones that are missing.

MR. MacINTOSH:  No.

MS. ARMSTRONG:  Or if you want -- but we would have to take undertakings on that.

MR. GARNER:  Well, just on that issue, I didn't do it either, and there is one also for VECC, which is Technical Question No. 9, which I believe says it will be responded to.  I'm not sure I've seen that response.

So I don't want to disrupt David or you, did I didn't ask while I was doing mine for anything on that.

MS. ARMSTRONG:  I just want to make sure that they are on the record as undertakings, and also the date for those undertakings is November 8th as per the Procedural Order No. 2.

MS. SEBALJ:  So did you want to have a look at VECC No. 9 and decide whether that's... pardon?  Decide whether that is something you can answer here, or whether we need to mark it?

MR. MILES:  Sure.  Just gives a second.

Oh, this is the -- okay.  So by balance sheet-related costs, I assume you might be referring to depreciation on assets that are used to provide the street light maintenance; is that correct?

MR. GARNER:  Well, I'm sorry to say that my colleague, Mr. Harper, who looked at this, drafted that, and I'd have to ask him.  It may be.  It sounds reasonable, but I can't answer for him.  But I can look it into and give you a response back to that.

MR. MILES:  Okay.  Well, on the assumption that that is the question, I can confirm that those costs are captured and passed on to the city.

So for example, depreciation expense on the vehicles that are used is part of the expense that's passed on to the city for street light maintenance.

MR. SHEPHERD:  Okay.  Can I just ask:  Is return also calculated?

MR. MILES:  No, return is not.

MR. SHEPHERD:  Thanks.

MS. SEBALJ:  So Mark, how did you want to leave that?  Do you want to just mark it as an undertaking in the event that there is further information required?

MR. GARNER:  Yes.  Why don't we do that?  But with this proviso:  What I will do is I will ask Mr. Harper to review the transcript and he'll review it tomorrow, and if it's no longer required, then we can communicate that to the Board and to the utility.

MR. MILES:  Thank you.

MR. GARNER:  Thank you.

MS. SEBALJ:  So we will mark it, then, for that purpose.

It will be JTC1.18, which is VECC No. 9.
UNDERTAKING NO. JTC1.18:  TO PROVIDE RESPONSE TO VECC TECHNICAL CONFERENCE QUESTION NO. 9.

MR. MacINTOSH:  So now, Birgit, you'd like me to go through the numbers of interrogatories that are outstanding and ask for...

MS. ARMSTRONG:  Yeah, we want to mark them as undertakings, just to ensure that there is a process for getting them on the record.  Unless the panel is prepared to answer them, I -- doesn't matter to me.

MR. MacINTOSH:  The list was in the Guelph Hydro letter of October 26th, so I'm just using that.

MS. ARMSTRONG:  Mm-hmm.  Sure.

MR. MacINTOSH:  And the next one would be Energy Probe Technical Conference Question 7.

MR. KOKTAN:  We can answer that question at this point in time.

We added the 1.3 million; this would represent depreciation on smart meters from 2010 and '11.  In 2012, just based on an accounting entry, upon approval of smart meters and rate base, the accounting to dispose of 1555 and -56 brought the depreciation that was in 1556 into the depreciation.  And that's for 2012.

We do agree, though, however, that it shouldn't be factored into the rate base calculations for 2012.

MR. SHEPHERD:  Can I ask a clarifying question?

So, as filed, it is included in the revenue requirement calculations?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  So that's an adjustment that has to be made for $1.3 million?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Thank you.

MS. ARMSTRONG:  That's similar to the OM&A expenses for smart meters.  It's the same issue; right?

MR. KOKTAN:  It's the same issue.  The same adjustment needs to be made.

MR. MacINTOSH:  The next outstanding interrogatory for the technical conference is Question No. 13 of Energy Probe.

[Witness panel confers]

MS. BIRCEANU:  So it's an undertaking.

MS. SEBALJ:  So that will be JTC1.19.
UNDERTAKING NO. JTC1.19:  TO PROVIDE RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE INTERROGATORY QUESTION NO. 13.

MR. MacINTOSH:  The next outstanding technical conference question is Energy Probe 19(a).

MR. KOKTAN:  That will stay as an undertaking.

MS. SEBALJ:  So that's JTC1.20.
UNDERTAKING NO. JTC1.20:  TO PROVIDE RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE INTERROGATORY QUESTION NO. 19(A).

MR. KOKTAN:  Correct.

MR. MacINTOSH:  And (b) of question 19.

MR. KOKTAN:  The answer to that is there are not OPA-related revenues or expenses in accounts other than 4375 and 4380.

MR. MacINTOSH:  Thank you.  Our next outstanding is 21(b) and (e).

MR. KOKTAN:  They will remain as undertakings.

MS. SEBALJ:  So that is JTC1.21.  So that's for both (b) and (e).
UNDERTAKING NO. JTC1.21:  TO PROVIDE RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE INTERROGATORY QUESTION NO. 21(B) AND 21(E).

MS. BIRCEANU:  It's only (b).

MS. SEBALJ:  Sorry, does that mean you're providing an answer to (e)?

MS. BIRCEANU:  Oh, okay.  Yes, you are correct.  Sorry.

MR. MacINTOSH:  The next would be Energy Probe question 22.

MS. BIRCEANU:  It's an undertaking.

MS. SEBALJ:  JTC1.22.
UNDERTAKING NO. JTC1.22:  TO PROVIDE RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE INTERROGATORY QUESTION NO. 22.

MR. MacINTOSH:  And the last being Question No. 23.

MS. BIRCEANU:  It's an undertaking.

MR. SHEPHERD:  Didn't we get that already?  Didn't we have that undertaking already?

MS. BIRCEANU:  Yes, it's Board Staff No. 1.

MR. SHEPHERD:  Yeah, Board Staff No. 1 is the same thing; right?  It's the new revenue requirement updated.

MS. BIRCEANU:  Exactly.

MS. ARMSTRONG:  I believe we are good with one update; right?

MS. SEBALJ:  For both (b) and (c)?  I'm just checking.

MS. ARMSTRONG:  (c) is the ORWF, which is the same as Board Staff.  We asked for updates, plus the ORWF.

MS. SEBALJ:  So that one is duplicative, so I don't think we need to mark it.

MR. MacINTOSH:  All right.  I'll go back to my original questions.

With respect to the response to Energy Probe Technical Conference Question No. 14, does the forecast for 2012 shown in the response to part (b) of 1,698 gigawatt-hours include the impact of leap year?

MS. BIRCEANU:  Yes, it does.

MR. MacINTOSH:  Thank you.  With respect to the response to Energy Probe Technical Conference Question No. 15, please explain how the total OM&A year-to-date actuals for eight months in 2010 - that would be through August of 2010 - of 12.9 million shown in part (a) of the response, is more than the full-year 2010 figure of 12.4 million shown in part (b) of the response.

MR. KOKTAN:  We will have to take an undertaking on that.

MR. MacINTOSH:  Thank you.

MS. SEBALJ:  So this is going to be JTC1.23 in relation to Energy Probe 15.
UNDERTAKING NO. JTC1.23:  TO EXPLAIN HOW THE TOTAL OM&A YEAR-TO-DATE ACTUALS FOR EIGHT MONTHS IN 2010 (TO AUGUST OF 2010) OF 12.9 MILLION SHOWN IN PART (A) OF RESPONSE IS MORE THAN THE FULL-YEAR 2010 FIGURE OF 12.4 MILLION SHOWN IN PART (B) OF THE RESPONSE TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 15.

MR. MacINTOSH:  Fifteen, yes.

Next, the response to Board Staff Technical Conference Question No. 16(b)(ii).

MR. SHEPHERD:  Oh, Board Staff?

MR. MacINTOSH:  Yes.

MS. BIRCEANU:  It is Question No. 16?

MR. MacINTOSH:  16(b)(ii).

MS. BIRCEANU:  Excuse me.  I don't find such a question.

MR. SHEPHERD:  It's Board Staff.

MS. BIRCEANU:  Oh, Board Staff.  Okay, yes.

MR. MacINTOSH:  Ready?  That response indicates that Guelph Hydro proposes to remove $701,311 from the 2012 rate base calculation.  Since this figure is an OM&A expense, does Guelph Hydro mean that it will remove this OM&A expense from the calculation of the working capital allowance component of rate base, in addition to removing it from the revenue requirement?

[Witness panel confers]

MR. KOKTAN:  Yes, we confirm that's correct.  We noted earlier that the smart meter operating and maintenance expenses related to 2010 and '11, representing the $701,000, would come out for ratemaking purposes.

MR. MacINTOSH:  Thank you.  And so you will provide a revised table showing that removal?

MR. KOKTAN:  Which table, sorry?

MR. MacINTOSH:  I guess it would be the revised table shown in Energy Probe Technical Conference Question 15(b).

That will reflect the removal of the $701,000?

MR. KOKTAN:  Yes, correct.  That is correct.

MR. MacINTOSH:  Thank you.

MS. SEBALJ:  Do you want marked as an undertaking, Mr. MacIntosh?

MR. MacINTOSH:  Yes.  Thank you.

MS. SEBALJ:  That's JTC1.24, which is to update the table at Energy Probe Technical Conference Question No. 15(b) to reflect the removal of the -- I don't have the amount off the top of my head.

MR. MacINTOSH:  701,000.

MS. SEBALJ:  701,000.
UNDERTAKING NO. JTC1.24:  TO UPDATE TABLE AT ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 15(B) TO REFLECT THE REMOVAL OF $701,000.

MR. MacINTOSH:  Next, Energy Probe Technical Conference Question 20(a), and this may have been covered earlier in discussions with Board Staff, but our question 20(a) asked for the calculation of the 2012 rate base assuming the half-year rule was applied to depreciation expense in 2012, and the full-year methodology used for 2011 and prior years.

The response provided used the half-year rule for both 2011 and 2012.

If this is accurate, please provide the information requested with the half-year rule applied to 2012 only, and the full-year rule for 2011 and previous years.

And I know you had discussion about this before.  I'm just trying to clarify it for us.

MR. SHEPHERD:  I think we have an undertaking on that.

MS. SEBALJ:  Yes.

MR. SHEPHERD:  JTC1.1.

MR. MacINTOSH:  Thank you.

Finally, Energy Probe Question 23, Energy Probe Technical Conference Question No. 23 asks for the list of changes that Guelph Hydro has agreed to through the IR and technical conference question process.

I do have a copy with me of the Waterloo North tracking sheet that showed the way that they performed that, and I can give you a copy of that.  And we're asking that you provide all the changes accepted in that format.

MS. BIRCEANU:  Thank you.  We appreciate it.

MR. SHEPHERD:  Is that an undertaking?

MS. BIRCEANU:  It's actually a duplicate of the Board Staff Question No. 1, if I am not wrong.

MS. SEBALJ:  No, we already had that discussion, but I think this is a different question that Mr. MacIntosh is asking.

If you could just repeat it, Mr. MacIntosh, if you don't mind?

MR. MacINTOSH:  Well, we're asking that the list of changes for both the IR and Technical Conference process be shown in a tracking sheet similar to the one that Waterloo North used.

MR. SHEPHERD:  This has also been an undertaking in the recent Ottawa Technical Conference.

MR. MacINTOSH:  Yes.

MR. SHEPHERD:  Ottawa, right?

Using the same format.  What it does is it shows the impact of each of the changes as it goes through from as-filed to current.

MR. MacINTOSH:  So it becomes quite clear for everybody to review it.

MS. BIRCEANU:  Do you mind if I see the list, please?  It's new evidence from your side?  It's a new --


MR. MacINTOSH:  It's just the format.

MS. BIRCEANU:  Oh, okay.

MR. MacINTOSH:  Just the format.  And I'll give you a copy.

MS. BIRCEANU:  Okay.  Thank you.

MR. MacINTOSH:  And that would be the end of my questions.

MS. SEBALJ:  And so I assume that you're accepting that undertaking?

MS. BIRCEANU:  Yes.

MS. SEBALJ:  It's JTC1.25.
UNDERTAKING NO. JTC1.25:  to PROVIDE a LIST OF CHANGES FOR INTERROGATORIES AND TECHNICAL CONFERENCE IN A TRACKING SHEET FORMAT SIMILAR TO THAT USED BY WATERLOO NORTH.

MS. SEBALJ:  Before you start, Mr. Shepherd, I have been remiss in making Mr. Babaie sit here the whole time.  He has a follow-up with respect to an undertaking; I believe it's Undertaking JTC1.10 that was provided earlier.

If you don't mind taking a minute to put that on the record?

MR. SHEPHERD:  I'll be finished at 4:00, and you can do that.

MR. BABAIE:  Right.  Thank you.

So this is with respect to an undertaking related to the Board Staff Technical Questions No. 13 and 14, JTC1.10.

In your undertaking, please consider the following:

One, please clarify why Guelph wants to recover non-cash OPEB expenses from its ratepayers many years in advance of having to pay the actual benefits to employees who have not yet retired, while at the same time keep the actual gains of $1.9 million.

I'm not sure in the prior discussion I asked this or not.  If it is duplicated, by all means just ignore.

Number two, please clarify what Guelph would do with the money that it will collect from its ratepayers but will not pay out to its retirees until many years in the future.

And the third one is:  Given there is a new standard, IS 19, with effective date of January 1st, 2013, with elimination of the corridor method, please include in your analysis the impacts of changes in the standard IS 19 -- yeah, please include in your analysis the impacts of the changes in the standard.

Are you okay with this?

MR. MILES:  Yes.

MS. SEBALJ:  So JTC1.10 will be amended accordingly.  Mr. Shepherd?
Questions by Mr. Shepherd


MR. SHEPHERD:  Thank you.

Hi.  I'm starting with SEC No. 3, under Issue 2.1.  And what we're driving at with this question is that you've changed how much you recover in capital contributions because you've changed how much overhead you capitalize.

But I'm trying to confirm that you haven't actually changed how much money you spend to connect customers, that there's no actual changes in expenses here; there's only an accounting change?

MR. MILES:  That's correct.  That's correct.

MR. SHEPHERD:  So the only impact is a one-side impact that the capital contribution goes down?

MR. MILES:  No, we wouldn't expect the capital contribution to go down either.  We would adjust what we charge for contributions accordingly.

MR. SHEPHERD:  But your application doesn't reflect that?

MR. MILES:  I'm not sure what you mean by our application doesn't reflect it.

MR. SHEPHERD:  Well, in the test year, you forecast that your contributions will go down, right?

MR. MILES:  That wasn't specifically because of IFRS, though.

MR. SHEPHERD:  No, sorry, my understanding was that your answer to Energy Probe IR No. 2 was that -- I can get it out if you like, but my understanding was that because you're capitalizing less, the amount your customers will contribute will be lower.  Is that not right?  Am I misunderstanding that?

MR. MILES:  Sorry, which question is it again that you're directing us to?

MR. SHEPHERD:  It was Energy Probe IR No. 2, was what I was originally referring to.

MS. BIRCEANU:  Original?

MR. MILES:  Oh, the original IR.

MS. BIRCEANU:  IR, okay, Energy Probe.

MR. SHEPHERD:  I think it's in the second answer, so...

[Witness panel confers]

MR. SHEPHERD:  It says here:
"The large reduction in contributions and grants from $4.3 million in 2009 and $3.4 million in 2010 to $2.7 million in 2011 and $2.4 million in 2012 is the result of conversion to IFRS."

And you go on to describe that you capitalize less and, therefore, you get less from the customers.  I'm just asking you would do that.  Why wouldn't you get the same from the customers?

MR. MILES:  I'd like to give you an undertaking to come back with an answer on this.  We should break this down into more detail.

But, conceptually, you know, I want to state that we don't -- just because of an accounting change, we don't expect the level of contributions to change going forward.  The reason for -- the bigger reason for the drops in 2011/2012 is our overall capital program is decreasing in those years.  And, as a result, the contributions are decreasing, as well.

We also had a couple of years - I believe it was 2010 - where we had some unusually large contributions associated with some data centre customers that we were supplying power to.  That was in 2009 and 2010, I believe.  There was two separate customers.

MR. WITTEMUND:  2008 and '9.

MR. MILES:  2008 and '9.

MR. SHEPHERD:  So you're suggesting this answer may not be correct?

MR. MILES:  It may not be correct, yeah.  I'll give you an undertaking to revisit that.

MR. SHEPHERD:  Okay.  Thank you.

MS. SEBALJ:  JTC1.26.
UNDERTAKING NO. JTC1.26:  TO PROVIDE FURTHER DETAIL IN RESPONSE TO Energy Probe IR No. 2

MR. SHEPHERD:  Then our next one is SEC No. 5, which talks about your capital budget template.  And if I understand your answer correctly, you don't have a formal template in which you say, Projects must fit in this particular spreadsheet and this particular model.

You have a bunch of different ways of doing it, including discussions, et cetera.  So you're going to describe that?  I think the answer says that you're going describe that.

MR. MILES:  Let me start off, and then I'll let Mike jump in here.

Yeah, the answer is there are a number of different work sheets, spreadsheets, that we use as part of the capital budgeting process.  Some of those spreadsheets are used to actually estimate the cost of particular projects and jobs.  Some of them that deal with subdivisions, as I mentioned in the answer, contain some information that's confidential, in the sense that it's between ourselves and our customer, which is the developer of a subdivision.

So there's, you know -- you know, there's pricing and costing in there that we're sensitive to releasing.

MR. SHEPHERD:  No, and we don't need to see that.

MR. MILES:  So I guess we wanted to just have a discussion to see kind of what it was that you're looking for.

MR. SHEPHERD:  Well, I guess the impression that I got from your evidence was that you had a standardized project model, and some companies do; right?  And so we wanted to see your model.  But you don't have a standardized model; right?  You have a bunch of different ways of looking at it, depending on what type of project it is?

MR. WITTEMUND:  That is correct, yes.

MR. SHEPHERD:  Okay.  So we don't need to see all of it; that's fine.

The next one is our No. 6.  And the reason we asked the question -- we asked:  Was the first time you had the OM&A budget for 2011 approved November 23rd, 2010?  And you said the answer was "yes".  And I guess the reason we asked the question is that's awful close to the beginning of the year.

How did you plan for your year?  How did you manage for your year if you didn't have approval until a month before the year started?  That's quite unusual; right?

MR. MILES:  For the year following, you mean?

MR. SHEPHERD:  Yeah.  No, for 2011.  So a month before 2011, you finally get approval for your budget.  That seems very late.

MR. MILES:  We start the budget process in -- typically, in July or August.  We typically we would share with our board sort of a preview of the budget in September or October, just to, you know, make sure that we're not off, majorly off track, and then final approval is normally obtained in November.  That's consistent with our practice for quite a number of years.

MR. SHEPHERD:  So at that September meeting, you don't actually present a budget for approval.  You present sort of a summary of what you're going to ask for, and invite the Board to say, Whoops, no, we have a problem there?

MR. MILES:  That's correct.

MR. SHEPHERD:  It's not an approval process?

MR. MILES:  No, it's not.  Correct.

MR. SHEPHERD:  And so, then, do I understand correctly that the 2012 budget was approved at the same time?

MR. MILES:  Yes.

MR. SHEPHERD:  So that's -- in effect, it was a year early?

MR. MILES:  That's right.  And the reason we did that was because we knew we were going to make this application and we needed to have an approved budget that formed our test year, 2012.  So we completed the exercise simultaneously with our 2011 budget.

MR. SHEPHERD:  Did you follow the same process for the 2012?  Much harder to do; right?

MR. MILES:  Same process, same time in parallel.  You know, we went through from the ground up, involved all the departments, and instead of asking them just to look at 2011, we said, Look, at 2012, as well, so project what requirements are coming at us in 2012.

MR. SHEPHERD:  Did your approval from your Board include an adjustment factor?  I mean, since it's such an early approval, did they place some conditions on it?  I'm not asking about regulatory conditions, but, rather, conditions like, you know, come back for an update in March, that sort of thing?

MR. MILES:  No.

MR. SHEPHERD:  No, nothing?

MR. MILES:  No.

MR. SHEPHERD:  Thanks.

The next one is our No. 9, SEC No. 9.  And I'm just going to refer to this one, because it's one place where we see these continuity schedules.

Am I right in understanding that these tables, these depreciation and amortization expenses, are not current anymore?  I shouldn't use these?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay.  And that's basically true of all the continuity schedules that we see in here?

MR. KOKTAN:  Yes.  Based on our earlier discussion, that is correct, yes.

MR. SHEPHERD:  Good.  Good.

The next is our Energy Probe -- or our SEC No. 10.  I'm going work for you now, David.

MR. MacINTOSH:  Everyone else is.

MR. SHEPHERD:  Inside joke.

You made an adjustment to remove the fully depreciated assets.  And so you remove it from gross fixed assets and you remove it from accumulated depreciation, exactly the same amount, right, because they're fully depreciated, so they have to equal each other; right?

And so we asked the question:  That means that going forward, there is no impact on your depreciation amount or your regulated rate base; correct?

MR. KOKTAN:  That's correct, yes.

MR. SHEPHERD:  And then we asked the question, if you had something that was fully depreciated as of December 31st, 2009, but now has a new useful life, that it's not fully depreciated, is that still in?

MR. KOKTAN:  No, they were taken out, anything fully depreciated.

MR. SHEPHERD:  Okay.  So even though, in fact, your corrected net book value, if you like, is a positive number now, you've had to treat it as zero, because you already got all the money from an accounting point of view?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay.  Then the next one is this adjustment to the compensation costs in our Question No. 11.  And we found three figures on this.  This is the 1.9 million, right?  Or what we've been calling the 1.9 million?

Have you been able to determine why these three figures are different?  I assume that the 1 million 853 and the 1.9 are just rounding?

MR. KOKTAN:  Yeah.  The 1.9 million represents the value of the unrecognized actuarial gain.

MR. SHEPHERD:  Yes.

MR. KOKTAN:  The 2.19 million is the present value of the post-retirement benefits obligation that's measured under IS 19.

And the date of that was as at January 1, 2010.

MR. SHEPHERD:  So the 2.190 is both the unrealized and the realized gain?

MR. KOKTAN:  The 2.190 is actually the opening balance of the -- at 2010.  The 1.9 comprises -- well, it is in that $2.1 million.  The 2.19 million is the present value of the employee future benefits liability at the start of 2010.

MR. SHEPHERD:  All right.  I wonder if anybody would mind if we take a break now, rather than wait 'til 3:00.  Thanks.

MS. SEBALJ:  Break until quarter to 3:00.  Is that acceptable?

MR. SHEPHERD:  Sure.

--- Recess taken at 2:27 p.m.

--- On resuming at 2:46 p.m.

MS. SEBALJ:  All right.  Let's get started again.

Before I turn it over to you, Mr. Shepherd, again, I think there are two pieces of paper that have come to my attention.  One is from Mr. MacIntosh, and it's a copy of the template, essentially, that was used in Waterloo North or that is being -- no, that was used in Waterloo North Hydro Inc. to track the changes.

And it does have the actual information from Waterloo North Hydro, but my understanding is the purpose is to use it as a template.  And this is with reference to JTC1.25.  So I am wondering if it would be helpful if we just marked that as an exhibit, a technical conference exhibit.  Will that be acceptable?  So it will be KTC1.1.
EXHIBIT NO. KTC1.1:  COPY OF TEMPLATE USED IN WATERLOO NORTH HYDRO INC. TO TRACK CHANGES RE UNDERTAKING JTC1.25

MS. SEBALJ:  And then, Mr. Sidlofsky, did you want to mark this now or at the time that it gets introduced?

MR. SIDLOFSY:  I think we can mark it now.  It relates to Ms. Mailloux's planned presentation on the pay line analysis in response to School's technical conference question -- I'm sorry, Mr. Shepherd, if you could help me out?

MR. SHEPHERD:  That would mean I'd have to know which one it was.  One of our questions somewhere.

MS. SEBALJ:  So --


MR. SHEPHERD:  Sixteen.

MS. SEBALJ:  If there are no objections, we'll mark -- it is a document dated April 18, 2011 entitled "Guelph Hydro Electric System's Pay Line Analysis".  And we'll mark it as KTC1.2.
EXHIBIT NO. KTC1.2:  Document dated April 18, 2011 entitled "Guelph Hydro Electric System's Pay Line Analysis."

MS. SEBALJ:  And with that, I will turn it over.

MR. KOKTAN:  I need to make a point of clarification on a previous question on what the $2.19 million represented.  Sorry, that actually represents the decrease in the net present value of the employee future benefits obligation as at January 1, 2010.

MR. SHEPHERD:  I thought that's what the -- sorry, I thought that's what the 1.9 was.

MR. KOKTAN:  The 1.9 is the actuarial gain.  The 2.19 million is the difference in the opening obligation under IAS 19, versus the CICA Handbook 4361.

MR. SHEPHERD:  I'm sorry, I don't understand the difference.  When you did the actuarial study, you found that your liability in the future is lower.  And, as a result of that lower liability, you had to increase your retained earnings; right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  So that's $1.9 million?

MR. KOKTAN:  Right.

MR. SHEPHERD:  So the $2.19 million, isn't that the decrease in the future liability?

MR. KOKTAN:  There's -- the 2.1, yeah, I guess I answered the question before.  It is incorporated in that, but I think I represented the 2.19 million as the value of the -- the present value of the entire future benefit liability, which is --


MR. SHEPHERD:  But that's not what it is?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  So it's the decrease in the liability?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  Okay.  So which is the decrease in the liability, the 1.9 or the 2.19?

MR. KOKTAN:  Well, the 1.9 was value -- it's a decrease in the liability.  That was as at January 1, 2010.  The 1.9 represents the -- it is the unrecognized actuarial gain as at January 1, 2010.

MR. SHEPHERD:  So there's a $290,000 difference during 2010?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  And what's the --


MR. KOKTAN:  I need to -- I'm just basing it on the actuarial tables themselves.  I can further break that down in an undertaking as to --


MR. SHEPHERD:  Let's to that, if that's okay.

MR. BABAIE:  Sorry, just a clarification.  The amount that you record to the retained earning is at the date of the transition to IFRS; right?  And your date of transition to the IFRS is Jan. 1, 2010; right?

MR. KOKTAN:  Yeah.

MR. BABAIE:  So what amount, then, you're basically recording as a result of the moving from CGAAP to modified IFRS as of, I guess, the date of transition, is it 2.1 million or 1.9 million?

MR. KOKTAN:  Yeah, we -- in thinking about that, we recorded the 1.9 million, but that was the value at the end of 2010.  We need to -- we would need to adjust that into the January 1st value.

MR. BABAIE:  So what would be the January 1st value, then?

MR. KOKTAN:  I'll need to go back to the actuarial study to find that.

MR. SHEPHERD:  Sorry, January 1st what year?

MR. KOKTAN:  200 --


MR. BABAIE:  2010.

MR. SHEPHERD:  So January 1, 2010 was 1.9; right?

MR. BABAIE:  It's not clear.

MR. KOKTAN:  The 1.9 was at the end of 2010, December 31st, 2010.

MR. SHEPHERD:  Okay.  So you just said the opposite.  You just said the 1.9 was January 1, 2010 and the 2.19 was December 31st, 2010.  That's what I thought you said.  Maybe I misunderstood it.

MR. KOKTAN:  No, the 2.19 is the value at January 1, 2010.  The 1.9 is the value at December 31st, 2010.

MR. SHEPHERD:  Okay.  So you're going to give us an undertaking to reconcile these figures and explain -- and how -- if there is a $290,000 difference, how is that accounted for?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  Thanks.  We'll take that undertaking.

MS. SEBALJ:  It's JTC1.27.

MR. SHEPHERD:  1.2 --


MS. SEBALJ:  -- Seven.

MR. SHEPHERD:  -- Seven.  Thank you.
UNDERTAKING NO. JTC1.27:  TO RECONCILE FIGURES IN SEC TCQ NO. 10, AND PROVIDE AN ANSWER AS TO HOW DIFFERENCE, IF ANY, ACCOUNTED FOR.

MR. SHEPHERD:  Right.  So No. 12, I think we already asked this as a follow-up to one of the Board Staff questions.  Why aren't you treating it as a regulatory liability?

And I think that's going to be part of that sort of general undertaking that we talked about earlier.

However, SEC No. 13 talks about how much the benefit expense is being adjusted as a result of this changeover, because presumably if you have been over-collecting, which is why you have to adjust for an actuarial gain, then you've had to adjust your expense going forward, right, starting in 2010?

MR. KOKTAN:  We had an actuarial valuation done under CGAAP, as well as IAS 19 at the end of 2010, and the difference was a $105,000 increase in the benefit expense under IAS 19.

MR. SHEPHERD:  Okay.  So help me understand how -- if when you do a point-in-time calculation you find you've over-collected for the past, so you have to increase your retained earnings accordingly, why that means there's an increased expense going forward?  I would have thought that means a decreased expense, because you've been over-collecting.

MR. KOKTAN:  I believe it's in the mechanics of service time, and when a liability is recognized under the rules of IAS just in terms of when the clock starts ticking for expense recognition.  I believe it's a little earlier under IAS 19.

MR. SHEPHERD:  That should also apply to your point-in-time snapshot?  They should move in the same direction.  So maybe I could get you to give us an undertaking for this one, too.  That may be the easiest.

MR. KOKTAN:  Okay, yes.

MS. SEBALJ:  It's JTC1.28.
UNDERTAKING NO. JTC1.28:  TO PROVIDE FURTHER RESPONSE TO SEC TCQ NO. 13.

MR. SHEPHERD:  Now, then the next one is No. 14.  And, sorry, I didn't catch who was the chief operating officer.  You are.  Hi.  You haven't been talking much.  Delegation; right?

I don't understand the reporting relationship.  In one point it says you report to the board of directors of the utility, and in another place it says you're a direct report to the CEO.

And my experience says you can't be a direct report to more than one place.  You can be a dotted-line report to somebody, but you have to be a direct report to somebody.  So I don't understand.

MR. MAROUF:  The way we're set up is my responsibility is implicitly towards the wires company.  As opposed to having two chief executive officers, you know, one being the holding company and one for the wires company, the operating officer relationship was the position that was created.  It was formerly the president of the company.  It was retitled into the COO.

So I have a direct reporting relationship to the board of GHESI, which is the wires company.  I have a functional reporting relationship to the CEO of the company, who is the most senior official.

MR. SHEPHERD:  All right.  So that's like a dotted line?

MR. MAROUF:  You can call it a dotted line, yes.

MR. SHEPHERD:  Okay, that's fine.  I understand.  The next is our Technical Conference Question No. 15.  And I understand the answer, a very thorough answer.  Thank you.  But I didn't get the last table on the second page.

If I understood what this said, it said -- oh, no.  Never mind.  I do get it, actually.  I was reading it too late at night.

And that brings us to No. 16 and KTC1.2.  I didn't understand the codes, and so it was very hard to understand the results.

MS. MAILLOUX:  So what you see, what I've distributed, is the exact appendix that's in the package.  I thought it would be easier to just distribute it.

MR. SHEPHERD:  Thank you very much.  It is.

MS. MAILLOUX:  So what we have here is Mercer's work.  We had engaged them to do a compensation study for us.

On the first page of this is a graph showing actual base salaries.  And if you don't understand some of the compensation terms, just stop me and I'll explain what they are.

MR. SHEPHERD:  I would assume that base salary is equivalent to base compensation on the Board's form.

MS. MAILLOUX:  I'm sorry?

MR. SHEPHERD:  That is it doesn't include benefits, doesn't include the --


MS. MAILLOUX:  That's right.  Base salary is basically, you know, if you make $80,000 a year, that's your base salary.

MR. SHEPHERD:  Right.

MS. MAILLOUX:  So what this is plotting is GHESI's pay line, dollars against the bands -- so that's where is the green line -- against other LDCs in Ontario in Mercer's data bank.

So what you'll see, there are three other lines showing other LDCs, and I'll explain what they are.

So the LDC P75 means the 75th percentile.  So that line shows, from the Mercer databank, which wouldn't capture all Ontario LDCs -- I think there were 16 or so.  I could check that, but of that number, it's called the 75th percentile.  So 25 percent of LDCs pay above that line and 75 percent pay below that line.

MR. SHEPHERD:  Understood.

MS. MAILLOUX:  And the next line is the LDC P50.  It could also be called the median, because 50 percent pay above, 50 percent pay below.

MR. SHEPHERD:  Okay.

MS. MAILLOUX:  And you've got Guelph Hydro.  We hover around the 25th percentile of this databank.  And that's looking at only actual base salaries.  And this is 2010 data, by the way.

MR. SHEPHERD:  All right.  So the X axis doesn't have a legend?

MS. MAILLOUX:  At the bottom are the GHESI pay bands.  So Mercer didn't split it off, split it into various bands, but what they would do is, let's say, as an example, let's take an accounting supervisor, is in -- I'm going from memory here.  Let's assume it's in band 5.  They would plot that against the dollars, and then for similar type roles of other LDCs, they'd plot that similar role.

MR. SHEPHERD:  So your pay bands go from 75,000 to 120,000?

MS. MAILLOUX:  Yeah.  In 2010, at that point in time -- these are actual salaries of actual people who were in the company at that time.

MR. SHEPHERD:  Well, okay.  So let me just stop you.  This says pay bands, which sounds like it's the range for a position.

MS. MAILLOUX:  Yeah.

MR. SHEPHERD:  As opposed to what somebody actually makes?

MS. MAILLOUX:  Yes.  The pay bands will go from a certain range to another range.

MR. SHEPHERD:  Okay.  So, then, how is that consistent with this being actual salaries?

MS. MAILLOUX:  I would have to ask Mercer that.  But it is actual salaries plotted on the -- on this.  If you would like, I can clarify that with them, but it is --


MR. SHEPHERD:  We'll come back it to, see if we can --


MS. MAILLOUX:  It is actual salaries.

MR. SHEPHERD:  And then you have, in addition to the lines, which I understand are just plotted, you also have some dots?

MS. MAILLOUX:  Mm-hmm.

MR. SHEPHERD:  Square dots.  What are those?  They're not labelled.

MS. MAILLOUX:  Those are various position -- various positions plotted on the graph.

MR. SHEPHERD:  So it looks like you have one, two, three, four, five positions on this.

MS. MAILLOUX:  No.  All positions were plotted here.  So they're plotted and then the line of best fit is calculated based --


MR. SHEPHERD:  But you only have five sets of dots.  There are five vertical lines of dots.

Does that mean you have five pay bands?

MS. MAILLOUX:  No, that's -- this is where I think -- I don't have the -- I don't know the answer as to what the detail is behind the line.

MR. SHEPHERD:  No, I'm not talking about the horizontal line now.

For example, if you look about two-thirds of the way over, you see a bunch of square dots?

MS. MAILLOUX:  Yes.

MR. SHEPHERD:  Above each other?

MS. MAILLOUX:  Yes.

MR. SHEPHERD:  So those are presumably positions?

MS. MAILLOUX:  Various positions being plotted.

MR. SHEPHERD:  But they're on top of each other because they're in the same pay band, right?

MS. MAILLOUX:  Presumably, yes.

MR. SHEPHERD:  And then the line, the GHESI line, is what?  It's the curve that those dots represent?

MS. MAILLOUX:  The GHESI line is the line of best fit.

MR. SHEPHERD:  Okay.  And --


MS. MAILLOUX:  As they are all the others.

MR. SHEPHERD:  Okay.  So what this shows, for example -- tell me whether this is right -- is that at the bottom pay band, which is right on the Y axis, your salaries are at the 75th percentile, because there's only one dot there and it's right at the 75th percentile for everybody else's pay band, right?  Is that a fair conclusion from this?

MS. MAILLOUX:  Not knowing which dot that's indicating, yeah, I would agree with what you're saying.

MR. SHEPHERD:  So somewhere around $80,000?

MS. MAILLOUX:  Well, no.

MR. SHEPHERD:  Well, or 79 or something.

MS. MAILLOUX:  Yeah.

MR. SHEPHERD:  I mean, it's somewhere around there.

MS. MAILLOUX:  Yeah.

MR. SHEPHERD:  But when we see, like, at the fourth set of dots, which presumably is sort of management people, directors and people like that, that sort of level, or maybe manager level, you seem to be generally below -- you're all below the 50 percentile -- 50th percentile, and mostly you're below the 25th percentile?

MS. MAILLOUX:  Yeah.  I would -- yeah.

MR. SHEPHERD:  Is that consistent with your experience, that Guelph, generally speaking, has a rather flatter pay structure than other utilities?

MS. MAILLOUX:  Well, as a result of this study, if I can draw your attention back to our new revised salary structure --


MR. SHEPHERD:  Sure.

MS. MAILLOUX:  -- which is part of another appendix in the evidence, which I didn't make a copy of, you will see we adjusted bands to reflect -- this would be in the same appendix that this is in.

And the other, which was the results of the study, the other PowerPoint presentation, I'm looking for the page here.

The salary structure was adjusted, so that at the bottom of the structure, they went down by percentages.  In the middle, they went up higher.  And then at the top, they went down -- up very slightly.

So we did realign and readjust the whole salary structure to reflect the anomaly.

So that's the first chart.

MR. SHEPHERD:  Okay.

MS. MAILLOUX:  So if you look on page 19 --


MR. SHEPHERD:  That's comparing you to 16 Ontario LDCs, right?

MS. MAILLOUX:  Let me just make sure that's correct.

Sorry, in anticipation of this question, I called Mercer to ask them what was in their data bank for this, because I didn't have that.

I do have it somewhere.  Sorry about that.

Sorry, 13, including Guelph Hydro.

MR. SHEPHERD:  So this is a sample of only 13?

MS. MAILLOUX:  Yeah.  Well, that's the Mercer databank.  That's all they have.

MR. SHEPHERD:  Okay.  And then -- so then the next slide or the next table -- or chart, sorry, is the same thing, except that it's only comparing you to southwest Ontario, not to all of Ontario; right?

MS. MAILLOUX:  Yeah, it's -- this is not LDCs.  Which page?

MR. SHEPHERD:  Oh, this is not LDCs.

MS. MAILLOUX:  This is not LDCs.  This is the broader -- the broader market.  So it's looking at the Greater Toronto Area, as well as the southwestern Ontario area.

MR. SHEPHERD:  This is private sector?

MS. MAILLOUX:  And the public sector.

MR. SHEPHERD:  Okay.

MS. MAILLOUX:  So like the public sector, we're not unusual, where the lower level bands are paid higher than the private, and the opposite's true at the top end.

MR. SHEPHERD:  Okay, I understand.  And so the third one is the same as the first one, except that it's not base salary.  It's total --


MS. MAILLOUX:  It's total cash, which would include the base target plus the incentive.

MR. SHEPHERD:  But it doesn't include benefits?

MS. MAILLOUX:  No.  It's cash, you know, so it's --


MR. SHEPHERD:  It includes overtime, for example, but not benefits?

MS. MAILLOUX:  No, it doesn't include overtime.  Very few management people get paid overtime, but there are...

MR. SHEPHERD:  True.  Okay.

And then the fourth one is the same as the second one, except that, again, it's all compensation?

MS. MAILLOUX:  That's right.

MR. SHEPHERD:  Okay.  And what you concluded from these is that, generally speaking, your pay line, if I can use their terminology, was sort of a little bit on the low side, but not terrible, but it might not have exactly the right slope and you had to adjust --


MS. MAILLOUX:  We readjusted.  Well, we try to be what we call at the 50th percentile of similar-sized utilities.  But when you're dealing with the Mercer databank, you're dealing with utilities in their databank that tend to be larger than us.  So that we just adjust.

And so the 25th percentile is generally where Mercer feels is the 50th percentile of similar size.  How they do the size adjustments, I don't know, but that's their conclusion.

MR. SHEPHERD:  So you feel that when you're targeting in the order of the 25th percentile - you're actually a little bit above it, but in that range - you're really targeting the 50th percentile of your peers?

MS. MAILLOUX:  Yeah.  And you can appreciate this isn't an exact science.

MR. SHEPHERD:  No.  Of course.

MS. MAILLOUX:  And we're not aiming to be exactly on the line.  Generally in the ballpark of the 25th percentile, a little over, a little under, as long as it's in that ballpark.

MR. SHEPHERD:  Okay.  How often do you do this?

MS. MAILLOUX:  This is the first time we have done it with Mercer, and the last time was with Hay a few years ago.

MR. SHEPHERD:  Hay is just management, though; right?

MS. MAILLOUX:  Hay can be any level.

So we try -- it's something we have to budget for, so it's something we plan.  It would be part of our work plan.  We try to aim every two to three years, but it is a decision that gets made at the time based on --


MR. SHEPHERD:  Wonderful.  Wonderful.  You win the prize for the best technical conference answer ever.

MS. MAILLOUX:  Really?

MR. SHEPHERD:  That's excellent.  Very, very helpful.  Thank you.  I'm not actually kidding.

Okay, can I move on to No. 17?

MS. MAILLOUX:  What -- I'm sorry.

MR. SHEPHERD:  No. 17 asks the impact on the opening rate base for 2012 - that's opening rate base - of the lower useful lives in 2010 and 2011.  And I couldn't understand -- my note here is "non-responsive", because it doesn't look like it's answering the question.  I can't see what the difference is.

You say at the end the number is $391,000, but I can't get that from your calculation, because (a) it only gives us 2010, number 1; and number 2, it appears to include working capital, and working capital would be irrelevant to opening rate base in 2012.  So can you help me understand this?

MR. KOKTAN:  We're going to have to go back and look at that in more detail.

MR. SHEPHERD:  Okay, wonderful.  Thank you.

MS. ARMSTRONG:  So this will be an undertaking, JTC1.29, and it regards School's Technical Conference Question No. 17.
UNDERTAKING NO. JTC1.28:  TO PROVIDE FURTHER RESPONSE TO SEC TCQ NO. 17.

MR. SHEPHERD:  Thank you.  Then the next question, No. 18, you made a $25.8 million adjustment to your PP&E.  And my impression from your evidence was that it shouldn't have an impact.  It's an internal adjustment that ends up with the same impact going forward.

And so we asked you to confirm that, and I didn't get the sense that you were ready to confirm that.  Can you help me with this?  First explain what the adjustment is.

MR. KOKTAN:  My apologies.  I haven't had time to look at this in detail right now and need to take an undertaking on this question.

MR. SHEPHERD:  Okay, thank you.

MS. ARMSTRONG:  So that's JTC1.30, school's TCQ No. 18.
UNDERTAKING NO. JTC1.29:  TO PROVIDE FURTHER RESPONSE TO SEC TCQ NOS. 18 and 19.

MR. SHEPHERD:  And you can actually add 19 to that, because it's part of the same analysis.

MS. ARMSTRONG:  18 and 19.

MR. SHEPHERD:  Yes.

Then in SEC No. 21, we're asking about -- what the Board said is if you make accounting adjustments prior to your cost-of-service year as a result of IFRS that have an impact going forward, that you have to keep track of what the impact of those is so that you don't get to keep the money or you don't bear the cost.

And so we're asking:  Did you do that?  Have you kept a record of that and can you tell us what the number is?

MR. KOKTAN:  Going forward, our PP&E is being tracked on an IFRS basis.  Our accounting system is geared that way.  We can estimate, though, the CGAAP PP&E by --


MR. SHEPHERD:  Well, this is only necessary up to January 1, 2012.

MR. KOKTAN:  Right.  So for 2011 and '12, essentially?

MR. SHEPHERD:  Well, '10, as well, right, because your prior year is adjusted, as well?

MR. KOKTAN:  Right, yeah.  So we haven't calculated that amount yet, but we can provide it.

MR. SHEPHERD:  Wonderful.  Thank you.  And then that will, of course, change as a result of these various discussions we've had about what the appropriate depreciation is, and blah, blah, blah; right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay.

MS. ARMSTRONG:  So that's JTC1.30, School Technical Conference Question 21.
UNDERTAKING NO. JTC1.30:  TO PROVIDE FURTHER RESPONSE TO SEC TCQ NO. 21.

MR. SHEPHERD:  Then No. 24, this is the first we've seen this, and so I'm a little -- I'm not sure I understand.

This is the impact on net income on moving from IFRS to modified IFRS?

MR. MILES:  Yes.  As we provided in the answer, those two line items were provided mainly for information for our board members, to give them some sort of a sense of what the net income impact is of IFRS versus modified IFRS.

MR. SHEPHERD:  And this is essentially regulatory assets and liabilities?

MR. MILES:  Regulatory assets and liabilities do play a big role in the differences, yes.

MR. SHEPHERD:  So this is not relevant to your rate application?

MR. MILES:  No.

MR. SHEPHERD:  In the sense that your rate application is as it is and is MIFRS; right?

MR. MILES:  Yeah, that's right.

MR. SHEPHERD:  This is only telling your board that although the rate application looks like this, in fact, our balance sheet and income statement are going to look different?

MR. MILES:  Could look very different; that's correct.

MR. SHEPHERD:  I got it.  Thank you.  Then moving on to -- I have a couple of questions on Board Staff IRs.  I have no questions on VECC IRs, but I have a couple of questions that I haven't got to on Board Staff IRs.  So the first one is on Board Staff IR No. 2.

And, by the way, if on any of these you've already answered them and I just didn't get it, then just tell me.

In Board Staff No. 2, do I understand correctly that this difference between 3409 and 2836 is not reflected in the application and has to be reflected?  It will affect your deficiency?

Or have I just completely misunderstood it and I'm coming out of left field?

MR. KOKTAN:  Just looking at the response, I don't believe there's any changes to the rate filing because of this.  I think it was an information piece.

MR. SHEPHERD:  So table 1, which didn't include the contribution and grants, was not carried forward into the revenue requirement calculation?

I'm trying to figure out whether we're going to need to give you another $570,000.  That's all.

MR. KOKTAN:  No, actually, I believe we do -- we do need to change -- it will be part of the revised fixed asset continuity schedules.  Originally, the contributed capital was being amortized over a period of 25 years in the original submission, and it does need to be revised to 40 years in the revised calculations of rate base.

MR. SHEPHERD:  So that will increase the deficiency by that amount?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Thank you.  Then...

MR. BABAIE:  Sorry, a clarification.  The tables, table 7 and 8 in appendix 2-B, which basically you had to revise -- the tables 7 and table 8, appendix 2-B that you provided revisions, that includes the change, I guess, for the depreciation from the 25 years through to 40 years; is that correct?

MR. KOKTAN:  Correct, yeah.

MR. BABAIE:  Thank you.

MR. SHEPHERD:  Okay.  Then the next one is Board Staff No. 17, and I don't think this has been picked up yet in our discussions about undertakings.

You were asked if the software was in class 12 instead of class 50 and 52, what's the impact, presumably, on your grossed-up PILs?  Do you know number, at this point?

MR. KOKTAN:  We don't have the number right now, but we were going to recalculate it.

MR. SHEPHERD:  Okay.  So I wonder if you could get undertaking number for that, then.

MS. ARMSTRONG:  And that will be JTC1.32, Board Staff TCQ No. 17.
UNDERTAKING NO. JTC1.32:  to PROVIDE RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 17.

MR. SHEPHERD:  And then the next one is Board Staff 23, and this is an adjustment to your PILs for the period 2008 to 2011; is that right?

MR. KOKTAN:  Correct.  Yes.

MR. SHEPHERD:  Okay.  I have to tell you that I went back and read the original interrogatory response and I read this answer, and I don't understand.

Can you just give me a short summary of what this is all about?

MR. KOKTAN:  Based on our last rate filing, it was decided that our PILs provision was $200,000 overstated, so we were instructed to put $200,000 into a deferral account, 1592.

We didn't do it all at once; we were kind of prorating it, just based on financial reporting.  So as the PILs was being collected through rates, we would prorate it and take a piece of that $200,000 and put it into 1592.

MR. SHEPHERD:  But it's all in there now?

MR. KOKTAN:  At the time of filing, the cut-off date was December 31st, 2010.  We had 175,000, so we were going make the adjustment to put the full $200,000 in for disposal in this rate proceeding.

MR. SHEPHERD:  And so the result is that your balance to be disposed of in this proceeding is 200,000 less because of this credit, right?

MR. KOKTAN:  It will be at the $200,000 that should be there, yeah.

MR. SHEPHERD:  But the carrying charges are not from the beginning; they're along the way?

MR. KOKTAN:  I stated in the response that we would adjust the carrying charges accordingly.

MR. SHEPHERD:  So you'll adjust them as if the carrying charges were -- as if it was done at the beginning?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay.  That's fine.

The next is -- that one was answered.  That one was answered.  That one was answered.

So I'm now looking at Energy Probe Question 8, and I have a bunch of questions about this, and so let me just sort of go through them one by one.

First, you say:

"The new useful lives relating to MIFRS became effective for Guelph Hydro on January 1st, 2011."

But I guess I thought that you had to make all your adjustments effective at the beginning of 2010.  Am I wrong?

MR. KOKTAN:  Yes.  The comparative year does need to be restated.

MR. SHEPHERD:  So therefore that's not correct; it's actually 2010 would be the correct answer there, the correct statement there?

MR. KOKTAN:  Which question again?

MR. SHEPHERD:  Sorry.  Where it says here:

"The new useful lives relating to MIFRS became effective for Guelph Hydro on January 1st, 2011."

That's not correct.  It should be 2010, right?

MR. KOKTAN:  I guess technically we were required under accounting rules to report, under IFRS, January 1, 2011, but by convention, your comparative year needs to be restated to 2010.

MR. SHEPHERD:  So the answer is yes, 2010?

MR. KOKTAN:  2010 would need to be restated for comparative purposes, yeah.

MR. SHEPHERD:  Well, not just for -- but also going forward, right?  Your opening 2011 would be changed, too?

MR. KOKTAN:  Correct, yes.

MR. SHEPHERD:  So it's a real change?  It's not just a presentation change?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay.

MR. SHEPHERD:  So then where it says here the new useful live is used to calculate annual depreciation for '11 and '12, that should include '10 as well, right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  And you've done that in your application.  You've done that.  You started in 2010; you've adjusted all three years?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  Okay.  Good.  And then if I understand what you're doing -- and I'm not saying this is wrong, I'm just trying to make sure I understand -- is you're assuming that whatever depreciation has been taken up 'til January 1, 2010, has been taken already.  So right or wrong, useful life is correct or not, it's done.

And then going forward, you have a new useful life based on the vintage of the asset.  So did you actually do a vintage breakdown of your assets to calculate your average useful life in each class?

MR. KOKTAN:  Yes.  When we componentized the assets, the engineering department did a vintage breakdown.

MR. SHEPHERD:  So you have -- for each of your asset categories, you have how many poles, for example, are 60 years old, 50 years old, 40, et cetera?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay.  That's not in the evidence anywhere.

MR. KOKTAN:  No, I don't think it is.

MR. SHEPHERD:  Okay.  And then for each of those vintages, you then do this calculation saying, okay, your remaining life for the 40-year-old poles is now 20 years, and so we have to take whatever the remaining undepreciated capital cost is, divide it by 20, and that's your new depreciation amount; is that right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Okay, perfect.  I understand now.

Now, still on this same response, but I'm now a couple of pages over at the appendix 2M.  And I know these are all going to be restated, but I think I might as well ask this question anyway.

You have a number here on page 17, for example, which is $40,720 of accumulated minor differences.  And I'm trying to understand how you could have differences, any minor differences, in this sort of calculation.  I don't see how you could.

MR. KOKTAN:  In the process of going through the rate submission, we realized on initial filing that there were some classification differences in the categories that certain items were allocated to.  So as a result of that, the depreciation that we calculated originally had changed.

MR. SHEPHERD:  So you're doing the delta from your original filing, from your CGAAP filing, to your -- no, your old useful lives calculation.  So on the way through, you found a bunch of mistakes and you fixed them on the way through?

MR. KOKTAN:  Yeah.  As a result of the rate submission, we realized just, you know, comparing engineering records with us, that we had just misclassified some items, and so, doing that, we wanted to put them in the correct category for the rate filing.  And, as a result, the depreciation changed.

MR. SHEPHERD:  So that has nothing to do with your useful lives?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  It just happens to have been done at the same time?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  And those had the effect of increasing your depreciation in each of those years, in each of the bridge year and the test year?

MR. KOKTAN:  Yes, that's correct.

MR. SHEPHERD:  When you've done the response to JTC1.1, the continuity schedules, could you give us something like this appendix 2M for 2011 for 2010, because 2010 was also changed, right, but we don't have that here.  We only have 2011 and '12.  So could you give us 2010, as well, with the -- and, indeed, if these change, they could be -- '11 and '12 could be changed, too, to be consistent with your continuity schedules.  Could you do that?

MR. KOKTAN:  Yes.

MR. SHEPHERD:  Thanks.

MS. ARMSTRONG:  I just want to confirm that that's part of the Undertaking 1.1; right, Jay?  Do I understand you correctly or do you want a separate --


MR. SHEPHERD:  It can be, sure.

MS. ARMSTRONG:  Yeah.  That's fine, as part of your general update.

MR. SHEPHERD:  Sure.

MR. SHEPHERD:  Then the next one - I'm almost at the end here - is Energy Probe No. 9, and I just want to clarify one thing.  I think I understand it, but the difference between the table on page 21 and the table on page 22, the only difference between the two is that in the first one you treated connections as being customers, and in the second one you treated -- you didn't treat them as being customers?

MS. BIRCEANU:  So the first table reflects sentinel and street lighting connections.  So street lighting and sentinel connections are included.

In the second table, sentinel and unmetered scattered load and street lighting -- I mean, connection are excluded.

MR. SHEPHERD:  So this is -- the second one is pure customers and the first one is connections?

MS. BIRCEANU:  So the first one is all customers, including street lighting, unmetered scattered load and sentinel by the number of connections.  The second one excludes connections and leaves only customers' accounts.

MR. SHEPHERD:  Okay.  And the connections in the first one is not the actual connections to -- like, when you have them, for example, in a daisy chain, that's not one.  That's how many street lights there are; right?

MS. BIRCEANU:  Correct.

MR. SHEPHERD:  They're end points?

MS. BIRCEANU:  Correct.

MR. SHEPHERD:  Okay, thanks.  And then I think -- I'm sorry, I apologize.  I've run out of questions.  I have no more.

MS. BIRCEANU:  Thank you.

MS. ARMSTRONG:  Two things.  I would like to reconfirm the date for undertakings is November 8th.  And I do realize that there is a lot of undertakings, so I wanted to canvass the parties and see if we should take a few hours before the settlement conference to provide for another opportunity to test that evidence that comes in at that point.

MR. SIDLOFSY:  Sorry?

MR. SHEPHERD:  Yes, I would say -- does it make sense to take a look at the responses first and see whether they raise questions, because we've had a lot of answers here today?

MS. ARMSTRONG:  Okay.  So we can do that offline.  I'm fine with that.

MR. SIDLOFSY:  I think there's typically a chance to ask clarification questions at the start of the technical conference, anyway -- excuse me, the settlement conference.

MR. SHEPHERD:  Yes, but they wouldn't be on the record.

MR. SIDLOFSY:  No.

MS. ARMSTRONG:  That's right.  They wouldn't be transcribed.  So I just want to get a feel of -- if you are good with this, I'm fine.  We can take a look once they come in.  Okay, thank you. Thank you very much.
--- Whereupon the conference adjourned at 3:34 p.m.
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