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Thursday, January 12, 2012

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

MS. HELT:  Good morning, everyone.  My name is Maureen Helt.  I'm legal counsel with the Board, and with me I have Harold Thiessen and Fiona McDonnell.

MS. O'CONNELL:  O'Connell.

MS. HELT:  O'Connell.  Wrong last name.

We're here for the Technical Conference in Norfolk Power Distribution Inc., EB-2011-0272.  This Technical Conference is being transcribed.  Karin Jenkner is the reporter who is sitting with us and transcribing the events of today.

You will note that you have green buttons by the mics in front of you.  When you are answering a question or wish to speak, please ensure that when you push the green button, that the green light is on, so that the court reporter can hear you and actually transcribe what is being said.

I would first like to go through appearances, and after that I'm going to ask Mr. Thiessen to commence the Technical Conference.  So if we can have appearances first, please?


Appearances

MR. HARPER:  My name is Bill Harper with Econalysis Consulting Services, and I'm here on behalf of VECC, and with me also is Mark Garner, who is with Econalysis Consulting Services.

MR. AIKEN:  Randy Aiken, consultant for Energy Probe.  With me is David MacIntosh.

MR. SIDLOFSKY:  James Sidlofsky for Borden Ladner Gervais, counsel to Norfolk Power.  And just before we begin, I'll introduce the Norfolk Power representatives who are here.  Would you like me do that now or just wait until appearances are finished?

MS. HELT:  I'd do that after appearances.

MR. SIDLOFSKY:  Certainly.

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

MR. SIDLOFSKY:  I believe that concludes appearances.

MS. HELT:  Yes.

MR. SIDLOFSKY:  So I will now introduce the Norfolk Power representatives.  Norfolk has brought a number of people this morning to assist staff and the intervenors in responding to any further questions that might be raised in the Technical Conference.

From the far end of the witness table, we have Ernie Vidovic, Norfolk Power's operations manager; Brad Randall, CEO; Cori Moss, accounting supervisor; sorry, Jody McEachran, chief financial officer.  Norfolk also has Bruce Bacon of Borden Ladner Gervais here this morning to assist; Cheryl Elliott, manager of customer service; and Jeff Graham, distribution engineer for Norfolk.  Thank you.
NORFOLK POWER DISTRIBUTION INC. - PANEL 1


Ernie Vidovic


Brad Randall


Cori Moss


Jody McEachran


Bruce Bacon


Cheryl Elliott


Jeff Graham

Preliminary Matters


MR. THIESSEN:  Okay.  I really have nothing to add from what Maureen provided in the introduction --


THE REPORTER:  Sorry, who's speaking?

MR. THIESSEN:  Harold Thiessen.  But I'd just like to review the status of the case so far just for the record, in that Norfolk has applied for 2012 distribution rates, provided their original evidence.  There's been a round of interrogatories by the intervenors and Board Staff, and Norfolk has provided responses to those interrogatories.

Norfolk also has responded to previous -- to questions provided in advance of the Technical Conference, which they responded to yesterday.  And everyone has reviewed that, I assume.

And this is the Technical Conference where we will be exploring those responses to get further information in advance of the Settlement Conference which is to take place next Wednesday, January the 18th.

If there are further questions that require further written responses, we have the provision for having undertakings, so we can do that, also in advance of the Settlement Conference.

And I think that's all I have to say.  I talked to some of the intervenors ahead of time, and they've agreed to commence the questioning first.  And Board Staff will then clean up with anything else after the intervenors are done.

So if the intervenors want to begin?
Questions by Mr. Harper


MR. HARPER:  It's Bill Harper.  I've been nominated the lucky person to start off first.

As Mr. Thiessen said, the responses to the Technical Conference questions have been filed and are posted on the Board's website, and I only propose to go through and address those for which I have follow-up.  And I'll leave the rest, and if other intervenors have questions on those, they'll come to them when they get to their turn at the podium here.

So the first one I'd like to turn to is your response to VECC Technical Conference Question No. 2, and in particular Part (c).

Now -- and actually -- and when I looked at this, I also at the same point in time ask you to look, I believe it was response to Board -- now, this basically looks at actual power purchased from January to August 2011 and compares that with the predicted power purchases using the actual weather in the regression predictions for each of those months, January through August.

If I look at Board Staff No. 10, Technical Conference Question, I believe there's the same table there, but completed all the way up to November, if I'm not mistaken?

MR. BACON:  Let me just get there, Bill, and I'll confirm.  Yes, that's correct.

MR. HARPER:  And just to confirm, these -- now, I notice, and we'll get to this a little later on, that Norfolk has updated its load forecasting model and developed a new regression model for purposes of doing its load forecast?

MR. BACON:  That's correct.

MR. HARPER:  And the response to both VECC Technical Conference Question No. 2 and Board Staff No. 10, I assume, were based on the old model?

MR. BACON:  Actually, no, they're based on the new model.

MR. HARPER:  Okay.  So both of these are then based on the new model, as opposed -- okay.  That's one thing I wanted to clarify.  These are both based on the new model.  Okay.

Having done that, I'd like you to also turn up the response to -- actually, it's an IR response to VECC 15, number F?  And here what we'd done in this interrogatory was basically ask you to take the actuals for 2009 and 2010 and, using the coefficients for both HDD and CDD -- that's the heating degree and cooling degree days off, the regression model -- sort of adjust the actuals, but actual weather normal, based on those coefficients and differences in weather.  And this calculation was done for 2009 and 2010 using the old model, because that's what we had at the time that the IRs were responded to, correct?

MR. BACON:  That's right.

MR. HARPER:  I was wondering if it would be possible for you to do precisely the same calculation for 2009 and 2010 but using the new model?

MR. BACON:  We can do that.  It will have to be an undertaking.

MR. HARPER:  Yes.  No, no, I appreciate that.  And at the same point in time, and you don't have to do it on a monthly basis, for those 11 months of 2011 do the same thing for the total?  I mean, I don't need the precise calculation and adjustment for every single month, but if you could do the same calculation for the total for those 11 months you have of actuals for 2011, that would be useful as well.

MR. BACON:  We can do that.

MR. HARPER:  Okay.  Thank you very much.

MS. HELT:  That will be Undertaking JT1.1.
UNDERTAKING NO. JT1.1:  TO TAKE THE ACTUALS FOR 2009 AND 2010 AND ALSO THE 11 MONTHS OF 2011 AND, USING THE COEFFICIENTS FOR HDD AND CDD, ADJUST THE ACTUAL WEATHER NORMAL, BASED ON THOSE COEFFICIENTS AND DIFFERENCES IN WEATHER

MR. HARPER:  Now, staying with VECC Technical Conference Question No. 2, in part (c) you make reference to -- and we've been talking about the fact that there's a new load forecast, and that was referenced in Board Staff Technical Conference Question No. 12, and you've also filed a new spreadsheet for the new load forecast model.

Now, if you can just confirm, the new load forecast model basically uses actual purchases up to the end of November 2011, if I'm not mistaken?

MR. BACON:  That's correct.

MR. HARPER:  And so that it would -- and those actual purchases up to 2011 would actually incorporate all of the CDM savings that you've made through your 2011 programs that I think were talked about in -- I think we referenced those also in Technical Conference  Question No. 4.  You talked about the savings to date through CDM programs, and those savings to date through the 2011 CDM programs would be reflected in the actuals that were actually used in creating that model.  Would that be correct?

MR. BACON:  The CDM savings, as much as they impact the purchases for 2011, would be in there --

MR. HARPER:  Right.  And I think you've said basically in response to Technical Conference Question No. 4 from VECC that you're basically on track for achieving that achieving that 10 percent savings goal that you had, where you had assumed as part of -- as 2011, this contribution to the overall CDM target for Norfolk; is that correct?

MR. BACON:  That's correct. 


MR. HARPER:  So with that background, if I look at the cost allocation Excel spreadsheet –- excuse me.

MR. McEACHRAN:  Yes.  That was correct.

MR. HARPER:  Yeah.  You're on track for achieving the -- your targeted CDM savings for 2011?

MR. McEACHRAN:  Correct.

MR. HARPER:  Right.  So if I look at the Excel spreadsheet you had filed in conjunction with the Technical Conference questions setting out your new load forecast model, under the "purchase power" tab there, you have your predicted value for 2011 using the model.  And then you've basically reduced that by the 10 percent CDM target?

MR. BACON:  That's correct.

MR. HARPER:  And what I would ask for, since the model itself was developed using 2011, and the 2011 is on track for achieving those savings, why wouldn't it be reasonable to assume that the model's prediction itself actually incorporated that 10 percent savings for 2011, and you don't need to make that endpoint adjustment?

MR. BACON:  The rationale that we did it is because for 2011 the model seemed to be projecting high compared to actual.  So we made the adjustment, because it appeared it was projecting high, specifically for 2011, compared to the actuals.  So we took the -- we did the adjustment again.

MR. HARPER:  But would you not agree that in developing the model, the data used to develop the model already included CDM savings for 2011 through to November 2011?

MR. BACON:  I completely agree with you, Bill, on that.

My only concern is that it's a regression, and it looks at the data -- I forget the period.  I think it's 2002 to 2011.  And yes, it's taking into consideration that reduced amount for 2011, but it doesn't take it completely into consideration.  Like, it doesn't completely take it into the forecast, because it's looking at data over a period of time.

MR. HARPER:  I guess maybe looking at it another way, while the model may appear to be over-predicting in that particular year, you have no real reason to understand as to why that over-prediction is occurring?  You don't have any knowledge that specifically that, as opposed to some other reason why the actuals are less than the predicted values for 2011; is that a fair comment?

MR. BACON:  Yeah, that's a fair -- I -- there's no real reason –- well, I can't come up with a real reason why it's predicting higher in '11 than in the actuals.

MR. HARPER:  Okay.  And maybe I'll just -- and I think that's enough information for now, but I'll just leave you with this thought and put this as a marker on the plate, because I note for 2012 you've taken the results of the model and reduced it by the 20 percent target, 10 percent of which is representative of the 2011 savings.

So one issue that we may have on this side going forward is whether the adjustment you've made for 2012 is twice as high as it actually should be, and whether it should be 10 percent as opposed to 20 percent.  But I'll just leave that thought with you, and I'm sure that --


MR. BACON:  I understand where you're coming from.

MR. HARPER:  I'm sure that's something that will come up in next week's ADR discussions.

MR. BACON:  I'm sure it will.

MR. HARPER:  Okay.  I just thought I could -- then the next Technical Conference Question I wanted to look at was VECC Technical Conference Question No. 6.

This is where you updated the historical purchase values for Hydro One to November 2011.  And I think what you show here is that for 2010, the first 11 months of the year had a value of, I'll say, 29.2 gigawatt-hours, if I've got my units correct here?

MR. BACON:  I'll go down this one partially.  And that's what it says, yes.

MR. HARPER:  Yeah.  And then for 2011, the first 11 months are 31.6 gigawatt-hours from Hydro One.

Now, could you confirm for me in your updated load forecast what was the assumption you made for the purchases by Hydro One in 2012?

MR. BACON:  Purchases...

MR. HARPER:  I just want to make sure we change the number of things in this updated load forecast and what was the Hydro One purchase number that you've used in your updated load forecast.

MR. BACON:  I would have to pull up the model to do that.  Can I take it as an undertaking?

MR. HARPER:  Well, either that or we can come back to that after break if other people are asking questions and follow it through then.  It is probably easier than trying to do this on an undertaking, because actually I wanted to compare what you've got in the actual model with what the results are to date for 2011, and see whether that assumption you made is reasonable or not.  That's where I was going on this.

MR. BACON:  Okay.

MR. HARPER:  So maybe if we go along and have a break, you can look at that over break and I can come back to this one issue after that.

I'd like to then turn to Technical Conference VECC Question No. 8.

And here, there were two parts to it, part (a) and part (b), and part (a) asked about the change in the weighting factors from the original 2006 cost allocation for the services part of the model, and part (b) asked for the change in the weighting factors for the billing and collecting part of the model.

Now, the response, as I read it here, adequately addresses in my mind the changes for the billing and collecting part of the model, but there is no discussion in this response as to why the -- as to the basis for the changes in the weighting factors used for the services part of the model.

And I was wondering if you could address that.

MR. BACON:  It was here.  I'll give you the answer --


MR. HARPER:  Or maybe you want to read through it and I've missed it, but --


MR. BACON:  No, no.  I'm not exactly sure where it disappeared, but I'll give you the answer verbally.  Okay?

MR. HARPER:  Okay.

MR. BACON:  And this is specifically for (a), right?  8(a)?

MR. HARPER:  Yes.

MR. BACON:  The answer is there's no service factors for street lights, Sentinel lights and USL, based on information that we have that street lights, Sentinel lights and USL do not have services.

MR. HARPER:  Actually, I thought about that as I was thinking about there was a deficiency here, and I could understand that for Sentinel lights and street lights, which tend to be on the pole and probably tend to attach directly to the secondary wire running along the pole.

I had a hard time accepting that particular logic for USL, which could be billboards, phone booths and other things which I assume have a service draw coming off the secondary to the ground where they're located, and would ask you to either -- if that's the case, and is that service drop owned by Norfolk Hydro, or is it in every case a contributed capital by the USL customer?

MR. BACON:  Could somebody else answer that one?

I guess we'll have to at that that as an undertaking and figure that out, because...

MR. HARPER:  And maybe just out of interest, and nothing may turn on this -- on this at all, because the revenue-to-cost ratios deal with ranges, but I think it would be probably fairly simple for you at your end to re-run the cost allocation you filed just using a weighting factor of one for services for USL, as opposed to zero?

MR. BACON:  If that gives you what you need, we can certainly do that.

MR. HARPER:  And maybe if you could do that, and then at the same point in time address this issue of whether you think the one or zero is the appropriate number based on your thinking about it, that would be fine for me.  Depending on the results, nothing may turn on this.  It's really a sensitivity analysis, is what I'm after here.

MR. BACON:  Right.  I doubt very much you'll see very much change.

MR. HARPER:  That's fine.

MS. HELT:  That will be Undertaking G1.2. 
UNDERTAKING NO. JT1.2:  RE-RUN COST ALLOCATION AS FILED USING A WEIGHTING FACTOR OF ONE FOR SERVICES FOR USL, AS OPPOSED TO ZERO, AND ADDRESS THE ISSUE OF WHETHER ONE OR ZERO IS THE APPROPRIATE NUMBER BASED ON THE CALCULATION.

MR. HARPER:  The final thing is if you could turn to your original application, Exhibit 7, tab 1, page 7, and here you've set out a table that basically shows the results of your cost allocation study you had updated for 2012 in terms of what the revenue-to-cost ratios for each class where from that, what your proposed ones are for 2012, and what the proposed ones for '13 and '14 going after that.

Now, you've filed a revised cost allocation as part of the Technical Conference Question responses, and I would just appreciate it if perhaps you could just update this table, just so that when we go into this ADR we all know what your new numbers are and what your proposal is going forward?

MR. BACON:  Yes, we can do that.

MR. HARPER:  Okay.  That would be great, thanks.

MS. HELT:  That will be Undertaking JT1.3.
UNDERTAKING NO. JT1.3:  TO UPDATE TABLE at Exhibit 7, tab 1, page 7

MR. HARPER:  And my final two questions are in areas that actually weren't with respect to the Technical Conference Questions that we filed.  They were just other things of note.

The first thing has to do with smart meters and your rate rider for smart meters, and I guess since we -- since -- I think since you responded to the IRs, the Board has issued a new guideline on smart meter recovery.  It's Guideline G-2011-0011, as issued in December of last year.  I know -- are you aware of that?

MR. BACON:  I am.  Yes, we're aware of it.

MR. HARPER:  Okay.  And if you look at that guideline, particularly on page 19, it expresses a particular preference by the Board for using class-specific rate riders for recovery of the costs for smart meters.  Are you aware of that part of the Board's guideline?

MR. BACON:  Yeah, I'm aware of that.

MR. HARPER:  Okay.  Now, if we turn to VECC 34, your response to IR VECC 34.  And that's part (a).  Now, in that guideline the Board talked about doing either a specific assignment of costs to each customer class, those adders, or doing a cost allocation.  And in this response you've set out a -- basically an allocation of the smart meter costs to classes and come up with class-specific rate riders.

Would you view the approach taken here as being consistent with what the Board set out in its guideline for purposes of developing class-specific rate riders using a cost allocation approach?

[Witness panel confers]


MR. BACON:  It's not exactly.  It's close.  Do you want to get into details?

MR. HARPER:  No, I guess I was just wondering whether, based on the new guideline -- and I appreciate that's come out since, you know, since you did your application and since you did your first round of IRs.  I guess in light of that I would, I guess -- would -- is Norfolk proposing to still put forward its single constant-class class recovery value, or is Norfolk willing to adopt the response to this IR as being their proposal for how they would see the recovery to smart meter costs?

MR. BACON:  I think Norfolk is willing to go forward with a rate-class-specific -- is this smart meter recovery?  Yes, smart meter recovery rate rider.

MR. HARPER:  Okay.  Fine.  Thank you very much.  That's all I wanted to cover on that.

The final issue I wanted to cover was talk about your LRAM --


MR. BACON:  That's not me.

MR. HARPER:  -- application.  [Laughter]

And there are two things.  One, as I understand it, part of your application is looking to recover the impacts of the CDM activities between 2005 and 2009 programs implemented in those years on sort of revenues from January 1, 2011 through to April 2012.

MR. McEACHRAN:  That's correct.

MR. HARPER:  And one of those programs would be the -- there were two things.  In 2006 there were two programs.  One was, there was your EKC program in 2006 that you had.

And I just wanted to confirm, because as I looked at that and looked at the elements of that for which you were including a claim, just to confirm that in your current claim you have no -- I assume that 2006 EKC program included CFL handouts as part of the EKC program.  They normally did.

[Witness panel confers]

MR. McEACHRAN:  We would have to check on that to be sure.

MR. HARPER:  Well, because I just wanted to confirm, because as I looked at your application you had not -- there was no provision for recovery of those in 2011 and '12.  And I guess in my mind that would be appropriate, given that at that point in time the assumption was 104 kilowatt-hours per unit with a four-year life, which, by the time you get to 2011, no longer exists.

So I was wanting to confirm that, just confirm, because I think I'm correct that to the extent the EKC program did include any CFLs they weren't part of the claim you were making for 2011 impacts from that 2006 program.  And I think I read your application correctly, but I just wanted to 100 percent make sure that that was the case.

MR. McEACHRAN:  I would have to double-check on that.

MR. HARPER:  Okay.  Then going on on that, if I noticed another program you had for 2006 -- and this was a non-OPA program as well -- was your -- if you can just give me a minute here, I will...

Oh.  Was your -- I think there was a CFL give-away and education program for 2006, for which, if I understand your claim, for now you are claiming LRAM impacts in 2011?

And if you go -- and where I got that was, if I look at the LRAM evidence, the revised LRAM that you filed in the report from Indigo at appendix A, table 7, the first page of the table, it lists the 2006 CFL education and give away 15-watt CFLs.  And it's listing them as contributing to your LRAM application.

MR. McEACHRAN:  I'm sorry, can I get that reference again, please?

MR. HARPER:  If you look at the -- it's the Indigo report, which was the appendix, I believe, to your LRAM application.  And appendix A of the Indigo report, table 7, first page.  There's a table there that lists programs and energy-efficient measures.

MR. BACON:  Is there a page number?

MR. HARPER:  Well, unfortunately, I have a -- I'm looking at the -- it's page 15.

[Witness panel confers]


MR. HARPER:  Actually, if you're looking at the PDF copy, it's page 30 of the PDF copy.

MR. BACON:  Okay.  Now we have the document.  Can you ask the question again?

MR. HARPER:  If you look at page 15 of that table 7, the third line from the bottom has 2006 CFL education and giveaways, and it reports -- and you're -- it's got an LRAM claim for that for 2012, which means, I assume, that you've included impacts from that CFL giveaway, from that 2006 program, assuming they carried forward to 2011 and the first part of 2012.

MR. BACON:  It appears to be the case, yeah.

MR. HARPER:  Okay.  Now, I believe, you know, the impacts -- now, I believe it was in EB-2011-00 -- your last year's rate case, was when you asked for the LRAM claims for 2006 programs up to the end of 2010?

MR. McEACHRAN:  That's correct.

MR. HARPER:  Correct.  And actually, I just very quickly this morning looked at that claim.  And actually, before you close that page, do you want to look at the fact that the savings that are being reported here are 44 kilowatt-hours per year per unit on that page?  Okay?  Which is consistent with the Board's current assumption, eight years, 44 kilowatt-hours a year, correct?

MR. BACON:  That's what I've seen on their cases, yeah.

MR. HARPER:  Okay.  Now, if I look at the application you made last year for the impacts of this program for the -- prior to the end of 2010 -- and like I said, I just quickly pulled that up now -- you included impacts for the same program, but there the assumptions you made in that application were that the measure only lasted four years and the annual impact was 104 kilowatt-hours a year, not 44.

And so basically, in your previous application you claimed four years at 104 kilowatt-hours, which was the Board's old assumption.  The Board has now changed its assumptions, lowered it but extended the life.

But would you agree to some extent there's a double-counting here, because you've, in your previous application, included the higher value for four years and now you seem to be wanting to extend it on with the lower value, but eight years instead?

MR. McEACHRAN:  That sound like it may be the case.  We'd have to check it.

MR. HARPER:  Well, maybe you can check that too and get back to us on that.

And those are all of my questions.  Thank you very much.

MS. HELT:  Mr. Harper, did you want an undertaking for that, or were they going to check that and see --


MR. HARPER:  I think that would be useful, just to keep track of it.  That would be good, yes.

MS. HELT:  All right.  Then we'll have that noted as Undertaking JT1.4. 
UNDERTAKING NO. JT1.4: to CONFIRM ASSUMPTIONS USED REGARDING 2006 CFL GIVEAWAYS IN EARLIER LRAM CLAIM; RECONCILE LIFE AND SAVINGS ASSUMPTIONS WITH THOSE IN CURRENT APPLICATION

MR. THIESSEN:  Excuse me, but were there a number of other questions that were to be answered when Bill started this round of questioning?

MR. HARPER:  I think there was one thing that if we went along, Bruce was going to have a look over the break, if I'm not mistaken, and that was what was the purchase power assumption for Hydro One for 2012, and how that compared with the actuals to date for 2011.

MR. THIESSEN:  Okay.  And that's it?  Okay.

MR. HARPER:  And that's the only outstanding issue that -- hopefully we don't have to make an undertaking, but we'll get back to that later on this morning.
Questions by Mr. Aiken


MR. AIKEN:  Thank you.  Randy Aiken for Energy Probe.  I just have a few brief questions.  Hopefully the answers are as equally brief.

If you could turn up School Energy Coalition Technical Conference Question No. 5, this one deals with the 35- versus 40-year depreciation life for the pad-mounted transformers.

And there's a statement provided below the two tables that are provided there.  And the statement is:

"Note that the useful life of 35 years adopted for IFRS refers only to new additions."

Can you explain what you mean by that?  I'm assuming that you're not using an IFRS 35 years for new additions, but continuing on with your old rate for everything that was in rate base prior to moving to IFRS?

MR. McEACHRAN:  No.  The statement was in reference to 35 years is the useful life for all of them, but the existing assets, obviously, have already been used for a number of years.

So the existing assets have a remaining life of 30.4 years left.  35 years is the standard.

MR. AIKEN:  Okay.  But you are applying the new -- and this applies to all accounts, not just this one, but you're applying the new depreciation rates that are IFRS-compliant, you're applying that to all your assets, not just new assets going forward?

MR. McEACHRAN:  That's correct.

MR. AIKEN:  Okay.  Thank you.

The next question I have is SEC No. 16, and this deals with the capital expenditures for 2011.

And if you would look at the table there, the 2011 number of 3,922 -- or 3.922 million -- this is under the "total capital net of contributions" column -- that, I take it, was the original forecast for 2011, and your actuals are in the line that's labelled "2011 actual preliminary" of just under 3.3 million.  And I think you've updated your evidence and the revenue requirement work form and all that good stuff, reflecting the new 2011 numbers; is that correct?

MR. McEACHRAN:  That's correct.

MR. AIKEN:  Okay.  My question -- two questions, I guess.

Back on the "2011 forecast" line of 3.16 million, what was that referring to?

MR. McEACHRAN:  I believe that was referring to when we submitted the interrogatories we provided a new forecast at that point.

MR. AIKEN:  Okay.  so that was an updated forecast?

MR. McEACHRAN:  Yes.

MR. AIKEN:  Okay.  Okay.  Thanks.

Now, in the paragraph -- or sorry, if you go to Energy Probe Technical Conference Question No. 3 -- Sorry.  Stay where you are, and then we'll go.

The 2012 versus 2012 revised numbers show that the total capital net of contributions has gone up by about 281,000.  So I want you to keep that number in mind.

And now if you go to Energy Probe No. 3, Technical Conference Question No. 3, the response there indicates that the 2012 capital expenditures will increase by 289,000 for the two projects that are noted, being deferred from 2011 to 2012.  And then the second paragraph indicates that there is a $90,000 increase for vehicles in 2012, as well.

So when I read that and I had the 281,000 in mind, I was at a loss for that $97,000 difference.  And I tracked that down in the table that follows on the Energy Probe responses, the CGAAP capital budget.  There is roughly a $97,000 increase in the contributions.

Are those contributions related to those two projects that have been deferred to 2012, or if not, what is driving the increase in the contributions forecast?

MR. McEACHRAN:  There was a Technical Conference question on the capital contributions, which we recalculated.  I'm just trying to find that question.

MR. AIKEN:  Okay.

MR. SHEPHERD:  I think that's School Energy Coalition No. 7.

MR. McEACHRAN:  Thank you.

MR. AIKEN:  Okay.  And that provides an explanation for the change?

MR. McEACHRAN:  Correct.

MR. AIKEN:  Okay.  If you could go now to Board Staff Technical Conference Question No. 14, this is an update on your 2011 OM&A costs.

The response indicates that the table has been updated with 2011 preliminary amount, and then right below the table, it says that:

"Norfolk has exceeded the 2011 bridge year original submission by $73,130."

First of all, when I look at the table, that's only the maintenance component; correct?

MR. McEACHRAN:  Correct.

MR. AIKEN:  So all of your other costs are about 80,000 lower?  80, in that range?

MR. McEACHRAN:  That's correct.  It looks like the wording "maintenance expense" was missing a net out.

MR. AIKEN:  Okay.  And then that paragraph goes on to talk about accounts 4390 and expenses in 5120.  And my understanding is what you've done in the revised evidence here is increased both those accounts -- one a revenue account, one an expense account -- by $90,000; is that correct?

MR. McEACHRAN:  That is correct.

MR. AIKEN:  But do you agree that there would be a revenue requirement impact of doing that?  In other words, they don't net off, because you've got an extra 90,000 in the working capital allowance?

MR. McEACHRAN:  Yes.  We agree.  And we didn't note that until actually after this change was made, and if I can elaborate, we -- earlier in the year were looking at how the billables work, especially when it comes to traffic accidents, and we had thought what the intent was, just so we could separate instead of record just the net amount, to see what the total were. 

And in hindsight, it probably would have been easier if we had kept those in offsetting the accounts, as opposed to putting it in OM&A.

So we are actually -- you know, we're fine with adjusting that accordingly.

MR. AIKEN:  Yeah.  Well, I was going to ask you why you made the change, and that's fine.  I understand that.

And I think my last question is on Energy Probe Technical Conference Question No. 5.  And this has to do with the cost-of-power calculation.  I take it that this calculation reflects your new load forecast; is that correct?

MR. BACON:  Yes, correct.

MR. AIKEN:  Okay.  And does that new forecast that Mr. Harper talked about, which I think is in Board Staff Technical Conference Question No. 12, does that continue to include 29 days for February?

MR. BACON:  No.

MR. AIKEN:  No?

MR. BACON:  It has -- oh, yes, it has 20 -- for 2012, you're right, it has 29 days for February.  That's right.

MR. AIKEN:  Okay.  Thank you.

Those are my questions.  Thank you.

MS. HELT:  Thank you, Mr. Aiken.

Mr. Shepherd, if you would like to proceed?
Questions by Mr. Shepherd


MR. SHEPHERD:  I have a few questions.  I'm going start with SEC Technical Conference Question No. 4.  And if I understand your answer, this is with reference to Staff IR No. 11.

If I understand your answer, what happened was that normally you would have increased your burden rates for vehicles, but because of IFRS and the removal of burden they went back to where they were.  It was just a coincidence that they offset each other; is that right?

MR. McEACHRAN:  That's right.

MR. SHEPHERD:  Do you have the calculation of that?  I couldn't find it in the evidence.

MR. McEACHRAN:  We can provide it.  I don't have it with me.

MR. SHEPHERD:  I'd appreciate that.

MS. HELT:  That will be Undertaking JT1.5.
UNDERTAKING NO. JT1.5:  TO provide the CALCULATION in Board STAFF IR No. 11.

MR. SHEPHERD:  Thank you.  The next one is one that Mr. Aiken has asked a couple of questions about.  And so I guess the thing I want to ask about is this.  Moving from a 35-year to a 40-year life means that the weighted average remaining useful life also goes up five years.

I assume that means that there's no fully depreciated assets left in the class.  They've been removed.  Because if they were still in the class, then they wouldn't change, right?  But mathematically it shouldn't go up five, it should go up something less than five, and so I'm wondering why it went up five.

MR. McEACHRAN:  I'm sorry, can you just repeat your question?  I'm not sure we follow it.

MR. SHEPHERD:  Well, let me give you an example.  You have a transformer that's 38 years old.  Under the 35-year life, the remaining life is zero.  Under the 38-year life - under the 40-year life it's two.  The difference is not five, and therefore you're going to have some assets almost certainly that make that difference not five exactly.  It can't be.

MR. McEACHRAN:  Yes, we'd agree with that.  It sounds like we'll have to check that as well for you.

MR. SHEPHERD:  Okay.  So perhaps the easiest thing do is, you have a calculation of your weighted averages for life, for both those -- that 30.42 and that 35.42?

MR. McEACHRAN:  Right.

MR. SHEPHERD:  Can you give us the calculation?  It's just the table, right?

MR. McEACHRAN:  Right.  Can we provide that with the undertakings?

MR. SHEPHERD:  Yeah.  Sure.  That would be 1. -- that would be the next one.

MS. HELT:  JT1.6.


UNDERTAKING NO. JT1.6:  to provide the CALCULATION OF WEIGHTED AVERAGES FOR LIFE FOR BOTH 30.42 AND 35.42.

MR. SHEPHERD:  Okay.  And so then next is SEC No. 6.  And thank you for providing the conclusion document.  You've componentized a lot less than almost every other utility that we've looked at so far.  Almost everything you've left grouped the way it was before.

Is there a particular reason for that?  Is this a materiality issue, or why do you end up with a different result than almost everybody else?

MR. McEACHRAN:  I haven't reviewed what other applicants have gone through with their IFRS, but we walked through a process, using KPMG as our advisors, and we discussed each asset and their useful life and the values of them.  And based on those discussions, these were the components we were advised would meet the IFRS standard.  And there was some basis, in terms of the age of the assets, as well as the materiality involved, whether it was worth breaking it down further.

MR. SHEPHERD:  Okay.  Thanks.

Next is SEC No. 7.  And you have just been talking to Mr. Aiken about this question.  And I have two questions about this.  First of all, Mr. Aiken identified a difference of, I think, a difference of $97,000 in contributions, working backwards from the other material.  But I see a difference here of about 60.  Am I right?  There's a difference of about 60 in the contributed capital?

MR. McEACHRAN:  We're talking the difference for 2012 under GAAP, from what it was previously, or between --


MR. SHEPHERD:  Between your previous filing -- your previous filing was the same as GAAP, right, 740 --


MR. McEACHRAN:  Right, sorry.

MR. SHEPHERD:  And then you've adjusted it.  You've reduced your contributed capital in light of our original -- our question about this, right?  If I read this right, you've adjusted it down about $60,000.

[Witness panel confers]

MR. McEACHRAN:  So the original 2012 number, I believe, was 652.

MR. SHEPHERD:  Okay.  652 in CGAAP or IFRS?

MR. McEACHRAN:  In CGAAP.

MR. SHEPHERD:  CGAAP.  And so then you've increased it to 749.6, so that's the 97,000.  And that's because you've increased the capital spending in 2012?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  And then you've reduced it because of the -- because IFRS includes less spending in capital?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  So your actual spending on those projects doesn't change, in terms of what you actually write cheques for, right?

MR. McEACHRAN:  Yeah, between IFRS and GAAP, that's right.  Just some of those expenses aren't occurring as capital anymore.

MR. SHEPHERD:  Okay.  So why wouldn't you then adjust your calculation of the capital contributions you want to get the same amount?  If you're spending the same amount, why wouldn't you get the same amount from the contributor?

MR. McEACHRAN:  My understanding is, the capital contribution, we're basing it on what the projects actually cost in relation to what the customer pays.  So if that cost is down, the contributions get...

MR. McEACHRAN:  If the cost is lower than the capital that follows, the contribution that follows it will be lower.

MR. SHEPHERD:  But your actual cost is not down.  It's just that it's accounted for differently, correct?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  So then, from the point of view of your utility recovering the appropriate amount, do you agree that it would make sense to adjust your calculation so that you include an additional amount to cover those reallocated costs?  This is not just you, by the way.  Every utility has the same problem.  I'm asking everybody the same questions.  I'm getting the same looks from everybody.

MR. McEACHRAN:  I was going to say, that sounds like a bigger question than what we had considered in this.

MR. SHEPHERD:  I'm asking you, in general, does that make sense to you, since you're spending the same amount of money for the --


MR. McEACHRAN:  Yes, that would make sense.

MR. SHEPHERD:  Okay.  Thanks.

The next is number 9, SEC No. 9.  And if I understand this situation here, is you treated 35 percent of your billing and collecting expenses as a cost for delivering water and sewer prior to 2012.  And then you've renegotiated the contract with, what is it, the county?

MR. McEACHRAN:  Right.

MR. SHEPHERD:  To a fixed price per bill, 2.34 per bill.  And that is lower by about 20 percent or so than the allocation method, so my question is:  Was the allocation method over-recovering, or are you now under-recovering?

MR. McEACHRAN:  When it came time to figure out a cost for this -- and we provided this in Exhibit 4, and maybe we could just turn to that.  Exhibit 4, tab 2, schedule 5.

MR. SHEPHERD:  Schedule 5?

MR. McEACHRAN:  Schedule 5, page 3.

MR. SHEPHERD:  Page 3?  Got it.

MR. McEACHRAN:  So when it came time to figuring out a price of what this actually costs, we walked through, first, on an exercise of:  What could we actually eliminate if we lose this contract in terms of expenses?  And that totalled 190,000.

And then we looked at any price over that would be a win for recovery of expense, and we defer the rate reduction.

So the old allocation method of 35 percent was in existence for years, and other than it was a nice number to use, I couldn't find any real basis for it.  And this was the best we could come up with in terms of what are our real costs directly associated with this service, and then get a considerable amount over, to cover any overhead and reduce rates with the excess.

MR. SHEPHERD:  So this is only incremental costs, right?  This is not fully allocated costing at all?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  And you haven't attempted to do a fully allocated costing?

MR. McEACHRAN:  We -- I guess the short answer would be or the easier answer would be to say no, we didn't.

We did look at some of the costs in terms of what is, you know, the IT system worth, and it's all been pretty much been fully depreciated.

Some other things that wouldn't necessarily reflect, I think, what would be fair to charge, in terms of they wouldn't be a high enough charge.  We'd have to charge more, in all reality.

I guess that's why there's such a wide excess here of 209,000 over top of it, to ensure we covered any other allocation costs we should associate with it.

MR. SHEPHERD:  Was this -- did you have to bid on this?

MR. McEACHRAN:  No.  They were talking of taking it to an RFP.  And they told us a price that they had looked at from others.  We also spoke to two other utilities that had recently lost their water and sewer billing contracts, and that's when we looked at this price.

The county had said they'd considered an RFP and they are considering doing it in-house.  We calculated what we thought it would cost them to do it in-house, and then we added some more to it, to say that, you know:  Did they really want to take this in-house, or would they rather pay a little more and avoid this extra work associated with it?

And that's really how we came up with this number.

MR. SHEPHERD:  So you did a calculation that showed that it would cost them less than $400,000 to do it in-house?

MR. McEACHRAN:  It was about $350,000 we thought they would be able to do it for.


MR. SHEPHERD:  Okay.  Do you have that calculation?
MR. McEACHRAN:  We can provide it.

MR. SHEPHERD:  Please.

MS. HELT:  Undertaking JT1.7.
UNDERTAKING NO. JT1.7:  TO PROVIDE CALCULATION OF IN-HOUSE COSTS FOR THE COUNTY.

MR. SHEPHERD:  Okay.  The next is -- oh, yes -- School Energy Coalition Technical Conference Question No. 12, which basically says:  Help.  We don't understand your answer to School Energy Coalition No. 8.

And so I don't remember No. 8.  Let me just get it out.

Okay.  Yeah, yeah, yeah, yeah.  All right.

Can you just walk us through these tables in School Energy Coalition No. 8 and tell us what you did here?

MS. MOSS:  Okay.  So what we did was we assumed that we would remove the fully depreciated assets in the year that they became fully depreciated.  Based on the response that we provided in the original Interrogatory No. 8, we indicated -- sorry.

There was another reference there, as well.  I believe it was Energy Probe -- an Energy Probe interrogatory, No. 5, if that sounds correct, regarding $13 million worth of fully depreciated assets that we removed from the books in 2010.

Going back, that was an oversight.  They should have been removed in both 2007 and 2008.

So in completing the revised tables we removed the 2008 figures that related to 2008, and carrying forward, 2009, there weren't any, but the amount would carry forward when you were looking at -- trying to compare apples to apples.

MR. SHEPHERD:  Oh, I see.  So that the 2009 isn't removing more; that's simply --


MS. MOSS:  Right.

MR. SHEPHERD:  -- the same removal, because you're starting not with the previous year's numbers, but the previous filing.

MS. MOSS:  That's correct, yes.

MR. SHEPHERD:  I see.  Okay.  But you had none in 2009, '10, '11 or '12?

MS. MOSS:  That's correct.  However, we did in further review notice that the 2010 actual figure -- so if you look at revised table 1.4 from the interrogatory response -- the 2010 actual figures include the reduction related to 2007 and prior years.

So the 2007 -- or, I apologize, the 2010 actual and revised actual, those numbers are -- the final numbers are correct.  However, the additional 11 million out of the 13 million related to 2007 and prior, and perhaps should have been reflected in that first table to do with 2008.

It was out of period, so it became kind of confusing as to how to show it in this table, I guess.

In the end, your 2011 and 2012 figures are correct as stated, and there's no impact on rate base.

MR. SHEPHERD:  Okay.  All right.

The next is SEC Technical Conference Question No. 13, and I just want to clarify one thing.

Your affiliate had spent the money already on this project, and then they decided to cancel it, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  Why did they decide to cancel it?

MR. McEACHRAN:  The costs had gone up, and they weren't sure if they could bring in enough new customers at the other end of it, which was Delhi, the Town of Delhi, to make it worthwhile spending the rest of the money.

MR. SHEPHERD:  So had you not taken it over, they would have lost this money, right?

MR. McEACHRAN:  Lost or saved it to continue for another time.  These assets -- the things they have here could be used in the future for them.

MR. SHEPHERD:  Yeah, except that it wasn't cost-effective, right?  They'd already cancelled it because it wasn't cost-effective, right?

MR. McEACHRAN:  In light of the number of customers that they could reach at that time, yes.

MR. SHEPHERD:  So why did you pay full price for those assets when they were worthless to the -- or certainly less than full value to the affiliate?  Why didn't you pay what they were worth, which would have been substantially less?

MR. McEACHRAN:  We had looked at paying the actual -- this is what it would have cost us, as well, to purchase those from the parties that were involved.  So we thought paying the same price to them was fair.

MR. SHEPHERD:  But you paid more than fair market value; is that fair?  What they could get for these assets from anybody else would have been less than $145,000?

MR. McEACHRAN:  That, I think, is harder to answer, because the only other -- if somebody wanted to buy these assets, they'd have two choices, I guess, at that time: buy them from NEI, or buy them from the original sources.

Certainly the material -- the fibre, for example -- they didn't have to sell that.  They could have used that -- there's nothing special about that fibre going to Delhi.  They could use that in any other location.

MR. SHEPHERD:  But they didn't.  They sold it to you.

MR. McEACHRAN:  That's correct.  At cost.

MR. SHEPHERD:  You didn't make any attempt to figure out what the fair market value of those assets were to the vendor.

MR. McEACHRAN:  No, we did not.

MR. SHEPHERD:  Thanks.

The next is SEC No. 15.  And this is again dealing with that affiliate.  So the -- what you have here is these four columns, of which the first three are money that you pay, and then you're reimbursed by the affiliate, right?

MR. McEACHRAN:  That's right.

MR. SHEPHERD:  And so then you have a small amount of their expenses that they pay directly, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  So for example, they pay pole rentals, right?

MR. McEACHRAN:  Right.

MR. SHEPHERD:  They pay that to you?

MR. McEACHRAN:  They pay -- about 15,000 of that amount comes to Norfolk Power.  The others are to Hydro One.

MR. SHEPHERD:  And then they have salaries and expenses.  I thought all their employees were paid by you.

[Witness panel confers]

MR. McEACHRAN:  Those expenses look like they were expenses related to staff out-of-pocket that NEI would have paid directly back to them.  So they're credit cards, et cetera.

MR. SHEPHERD:  I see.  I see.  So all of this stuff, all of these things that are in their column, they actually have their own separate bank account, and they write their own cheques for this stuff?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  This doesn't go through your system.

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  Okay.  And this, the office rent, my understanding is this is actually a trailer in your parking lot; is that right?

MR. McEACHRAN:  No, it is a prefab building, not in the parking lot.  It's in the -- it's in a green space that's in between the building and the parking lot, yes.

MR. SHEPHERD:  Okay.  All right.  And then the next page of that, table 15.2, these aren't actually labelled as which expenses are which.  Do I take it that these numbers, 1 through 13, are actually lines 1 through 13 of the previous table?

MR. McEACHRAN:  On the previous table each expense has a number beside it in the column beside it there.  And that correlates with those numbers on that table.

MR. SHEPHERD:  Oh, okay.  So I don't see a 1 there.

MR. McEACHRAN:  That's under the first column.

MR. SHEPHERD:  I see, I see, I see.  Okay.  Ah, I see.  So those are like notes.

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  15.2 is like notes.  Good.

Then next is SEC number 16.  And Mr. Aiken's dealt with most of this.  I just want to make sure I understand that your 2011 capital -- your bridge-year number in your application was 3,922, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  And then you did an update at the time of IRs and changed that to 3,165, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  And then you gave us year-to-date information, which I think is nine-month information, 1,704, and as a result you have a new forecast, or a new actual preliminary, I guess, because you actually had your numbers at the end of the year at the time, of 3,286.6, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  So 3,286.6 is the right number, or is that still subject to change?

MR. McEACHRAN:  We haven't received all of our invoices in yet, so there may be some change to that.

MR. SHEPHERD:  So then this is an -- this is not -- this is still forecast.

MR. McEACHRAN:  Preliminary, yes.

MR. SHEPHERD:  Well, no, it -- "actual" means you count up what you spent.  "Forecast" means you count up what you spent and then you have some stuff that you think you have spent but you don't have the data yet.  It's the latter, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  Okay.  So that's still a forecast.

Do you have an idea of when you're going to get the actual?

MR. McEACHRAN:  Well, we wouldn't go through the audit, but the audits won't be finished until April.

MR. SHEPHERD:  'Til April?

MR. McEACHRAN:  Well, we have invoices that continue to come in through February.  We close the books usually the third week of February.  The auditors come in at that point and review everything.

MR. SHEPHERD:  Interesting.  Okay.

So then I'm looking at SEC No. 20.  And basically, what I wanted to get is for you to give us a description of how these affiliate charges are being allocated.  And I'll have some questions along the way, but perhaps you could walk us through this and, you know, tell us, for example, where it says "management-related services", what is that, and what does "cost base" mean, how do you do that, that sort of thing.

MR. McEACHRAN:  Okay.  So we'll start with that.  Management-related services.  "Cost-based" means the full payroll cost associated with that.  So --


MR. SHEPHERD:  So do you have a time sheet?

MR. McEACHRAN:  Yes, that's correct.

MR. SHEPHERD:  Okay.  And is this for one person or several people?

MR. McEACHRAN:  That is for several people.

MR. SHEPHERD:  Okay.  NEI doesn't have its own management, right, so all management is done by Norfolk Power.

MR. McEACHRAN:  NEI does have a manager.

MR. SHEPHERD:  Okay.  Sorry, somebody in charge of their operations or somebody who reports to Norfolk Power executives?

MR. McEACHRAN:  Someone who's in charge of the operations and also reports to the NEI board; that's correct.

MR. SHEPHERD:  Okay.  So my understanding was that the person running NEI is not a very senior person.  Am I wrong there?  It's a sort of a middle management type of person, and that basically the major decisions are decided by Norfolk Power; is that correct?

MR. McEACHRAN:  No, the major decisions are decided by their board, for sure.

MR. SHEPHERD:  Okay.  So what's the involvement -- maybe I'll ask Mr. Randall.  Mr. Randall, what's your involvement in NEI?

MR. RANDALL:  So the manager in charge of NEI would report to me, and we would discuss high-level decisions regarding the business operations.  That manager and myself would obviously report to the NEI board, when it talks about strategic and risk-related decisions, and the day-to-day, though, is being done by the manager of NEI.

MR. SHEPHERD:  The NEI board looks to you for bottom-line responsibility of NEI, right?

MR. RANDALL:  In conjunction with our CFO and our manager, yes.

MR. SHEPHERD:  Okay.  Thanks.  Sorry, I'm not going to make the whole thing take this long, but that one was of particular interest.

So water and sewer billing services, we know that one already, because we've seen that calculation.

MR. McEACHRAN:  Sorry, I just wanted to point out, we also are pulling that out of NEI directly to the accounting now.  And that's in the notes that we've provided with this response.

MR. SHEPHERD:  Because it was only a flow-through anyway, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  NEI had no added value there.  It was just running through NEI, and so you might as well just do it directly.

MR. McEACHRAN:  Right.

MR. SHEPHERD:  Okay.  Thanks.  Now, hot-water-heater billing services says "not applicable".  Why?

MR. McEACHRAN:  They do their own billing services as of September 2010.

MR. SHEPHERD:  And so they're not using your -- what, you have a DAFRON system?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  They're not using that?

MR. McEACHRAN:  Not for their hot water heaters.  Westill bill Sentinel lights for them.  But hot water heater is just completely off our bill.

MR. SHEPHERD:  All right.  So then office rental, there's another answer somewhere that -- and I take it you'll agree that your actual costs associated with office rental are higher than the $9,600 a year?

MR. McEACHRAN:  Correct.  And we changed the offsets related to that as well.

MR. SHEPHERD:  But you still don't include the value of the land that their prefab building is on.

MR. McEACHRAN:  That is right.

MR. SHEPHERD:  Okay.  Then in pole rentals, this is just the same pole rental charge you would charge anybody, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  They don't get a special deal?

MR. McEACHRAN:  2,235.  Same rate as everybody.

MR. SHEPHERD:  Okay.  And purchasing and inventory services, they now do their own?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  Fibre rental is -- is this the same fibre that -- that you bought for $145,000?  Is that the same thing?

MR. McEACHRAN:  So they're renting from us for that -- for some fibre to Delhi on that same build, yes.  We also rent some fibre from them that connects other stations.

And both pay the same price of $1.50 per metre.

MR. SHEPHERD:  Okay.  Your prices for labour truck material in street light and Sentinel light service, this is maintenance of these assets, right?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  And they're actually doing that on contract to somebody else, right?

MR. McEACHRAN:  So this is NPDI linemen doing this work.

MR. SHEPHERD:  Sorry?

MR. McEACHRAN:  This is NPDI linemen doing this work for NEI, who is providing this service to the county.

MR. SHEPHERD:  So they're making a profit on it?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  But you're actually doing everything?

MR. McEACHRAN:  And also in the notes following this response, we've moved it back to -- from Norfolk Distribution directly to the county.

And the reasons for these change has to do with the ESA licensing issue.  It used to be done from the distribution company directly to the county, and then we had to go through NEI.  And now we're back to doing it directly to the county.

MR. SHEPHERD:  So then there's a profit in this that you're now keeping?

MR. McEACHRAN:  And we've reported that, of $13,000, and we've adjusted for that.

MR. SHEPHERD:  Good.  Now, CDM consulting, they provide CDM consulting to you?

MR. McEACHRAN:  They did.  No longer -- that's no longer the case.

MR. SHEPHERD:  That's also gone?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  Then the fibre rental we talked about.

And so this here, the NPDI to Norfolk County, that's the same service, which has now been moved -- wait a sec.  This says "not applicable."  I thought you said it had been moved to NPDI.

MR. McEACHRAN:  With our Technical Conference responses, there's a new table we've provided that shows that.

MR. SHEPHERD:  I see.  Okay.  That's the next page, you mean?

MR. McEACHRAN:  It's on page 23.

MR. SHEPHERD:  Okay.  All right.

And then there used to be a management fee paid to your parent company, but you don't pay that anymore?

MR. McEACHRAN:  That's paid, but we've removed it from the OM&A for this rate application.

MR. SHEPHERD:  Wonderful.  Okay.  Now, I'm going turn to some other -- some interrogatories from other parties that -- or Technical Conference questions from other parties that I'm trying to understand.

So let me start first with Staff Questions 2, 3 and -- no, sorry, 2(a) and a couple of pages later -- oh, I see.  This is (a)(i), and (a)(iii).

So what you have is you have various numbers for the deferral account.  One you have here is 382,417.  Another one here you have is 524,123.  And there's one later on, as well, which is slightly different; 370 or something like that.

And I just want to clarify on the record:  What's the number?

MR. McEACHRAN:  The correct number is on page 6 of those responses.

MR. SHEPHERD:  So 363,972?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  Okay.  And so tell me -- in 2(a)(i), you have a number of 382,417.  That's wrong because why?

MR. McEACHRAN:  We had calculated the return on the average balance instead of the opening.

MR. SHEPHERD:  All right.  And then, in 2(a)(ii) on page 4, you have a number of 524,123.  And that's wrong because it doesn't apply the half-year rule in 2011?

MR. McEACHRAN:  That's correct.  This was a question asking us to not apply the half-year rule to 2012.

MR. SHEPHERD:  Okay.  Then the next one is Staff No. 3, and I'm looking at (b).  Oh, by the way, the (a) -- and we asked the same question -- this is the D under L study?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  And you're expecting to get it this month?

MR. McEACHRAN:  They told me at the end of the month.

MR. SHEPHERD:  So you'll undertake to file it when you get it?

MR. McEACHRAN:  Yes, we will.

MR. SHEPHERD:  I don't think we need a formal undertaking for that.  I just want to make sure it's on the record.  But (b) here says:

"The unamortized gains and losses, are they in the revenue requirement?"

And I didn't see whether you said they were or they weren't.

MR. McEACHRAN:  No, they are not.

MR. SHEPHERD:  They're not?  So it's actually a credit that is -- the difference between the two is to your benefit, right?  You increased your retained earnings accordingly?

MR. McEACHRAN:  In this case, we've always followed the corridor method, so there hasn't been anything recorded in our statements.

MR. SHEPHERD:  No, but when you made the adjustment, you had to adjust something and you adjust retained earnings by increasing it, right?  Because you have to adjust it somewhere?

MR. McEACHRAN:  Yes, when it comes to transition time, that's right.

MR. SHEPHERD:  Okay.  I'm now looking at page 13, which is Staff No. -- oh, my goodness -- No. 4(d)(ii)(a); do you see that?

MR. McEACHRAN:  Yes.

MR. SHEPHERD:  And it refers to a previous storm expense application.  And I -- maybe I should know this.

You've had two major storms in the last couple of years?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  Okay.

MR. McEACHRAN:  Actually, that storm it's referring to happened in 2007, but we didn't get recovery until 2009.

MR. SHEPHERD:  Oh, this is that one?  This is the ice storm?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  Okay.  The -- now, I'm looking at Staff No. 7, and there's a column here, "costs," and a column here, "capital contributions."

And the costs are lower than the capital contributions, so can you help me -- am I misunderstanding this table?

MR. McEACHRAN:  I'll ask Jeff here to explain.

MR. GRAHAM:  Typically the -- we receive a capital contribution from the generator customer prior to doing the work.

MR. SHEPHERD:  Sure.

MR. GRAHAM:  So the work hasn't been done, but we've received monies to schedule the work, buy materials, et cetera.

MR. SHEPHERD:  Oh, so that's costs to date for projects that are going to continue to have costs next year and the year after, say?

MR. GRAHAM:  That's correct.

MR. SHEPHERD:  Next year anyway?  Ah, okay.  I understand.

Then next is page 19 of your Staff responses; that's No. 9.

And it looks to me like your SAIFI goes up without the wind storm.  And I couldn't actually figure out -- now, I'm not a technical guy, but I couldn't figure out how that could happen. I would have thought everything without the windstorm should have been lower.

MR. RANDALL:  You may be referring to the part that talks about, without Hydro One.

MR. SHEPHERD:  No, I'm looking at page 19.  It says "excluding Hydro One loss of supply".

MR. RANDALL:  Right.

MR. SHEPHERD:  The SAIFI goes from 278 with the windstorm to 336 without the windstorm.  As I say, this may be just a technical thing that I don't understand correctly, but...

MR. RANDALL:  So in actual fact then, without Hydro One, Hydro One has a number of outages, but they are very sustained outages.  So their numbers would contribute to a longer degree for duration, but not a number frequency.  So it looks like our SAIDI gets better, but our SAIFI gets worse, because the duration of their outages are longer.

MR. SHEPHERD:  Well, actually, both your SAIDI and your SAIFI are lower if you include Hydro One loss of supply than if you exclude it, which is also unusual.

MR. RANDALL:  Those are the numbers, unfortunately.  That's how it works out.

MR. SHEPHERD:  All right.  So then let's turn to Staff No. 14, which is on page 27.  And first tell me if I'm right that every column except the far right column is CGAAP?

MR. McEACHRAN:  That's correct.

MR. SHEPHERD:  And Mr. Aiken has taken you to the 73,130.  I won't talk about that.

The $90,000 adjustment, you've adjusted both 2011 and 2012, right?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  Without that adjustment, it looks to me like your actual spending on OM&A in 2011 is about 100,000 less than forecast in your application; is that about right?

MR. McEACHRAN:  On a preliminary basis; that's correct.

MR. SHEPHERD:  Okay.  So -- all right.  And then that appears to be across the board.  Every category, you were a little down from your 2011 bridge estimate?

MR. McEACHRAN:  Correct.

MR. SHEPHERD:  Okay.  Next is, you have an attachment, appendix A to Board Staff Technical Conference Questions.  And that's a letter from your accountants.  And this is not really a question so much as sort of a, I'm flagging it.

If there's an oral hearing in this, can we assume that you will make available your accountant for cross-examination on this letter?

MR. McEACHRAN:  I would have to ask them, yes.

MR. SHEPHERD:  I'm almost at the end here.

No, I am at the end, actually.  That's it.  Thank you.

MS. HELT:  Thank you, Mr. Shepherd.

Perhaps we can take a short break now, and then we will resume with Board Staff questions, which I don't think are too extensive.  And during the break, Norfolk can perhaps confirm the assumptions made for the purchased power in the updated load forecast that Mr. Harper asked previously.

So we will break until ten past 11:00.  Thank you.

--- Recess taken at 10:55 a.m.


--- On resuming at 11:14 a.m.
Continued Questions by Mr. Harper


MS. HELT:  Okay.  If we can resume where we left off, I believe there was going to be an answer to a question asked by Mr. Harper with respect to the purchase power and updated load forecast, so perhaps I can ask Norfolk to address that.  And then I also understand there will be another matter which needs to be clarified, which Mr. Sidlofsky will address subsequent to that.

So, Mr. Harper, perhaps I can ask that you ask your question again?

MR. HARPER:  Sure.  I've been look at Norfolk's response to VECC Technical Conference Question No. 6, and it had given the history of purchasing from Hydro One for the first 11 months of both 2011 and 2012.  We'd also noted that there had been an update to the load forecast, a new load forecast provided with a new model.

And my question had been:  What was the assumption made in terms of purchases by Hydro One from Norfolk for 2012 in the updated load forecast?

MR. BACON:  The information that's shown there for 2011, from January 2011 to November 2011, has been incorporated into the forecast.  Or it's used for the purposes of determining purchases for the regression analysis.

MR. HARPER:  No, I know.  It's subtracted off of the total purchases, because your regression analysis is based on purchases net of what's required by Hydro One, if I'm not mistaken?

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

MR. HARPER:  But then when you come to getting the total purchases, the total sales that you are going to be selling and you charge Hydro One, what I was wondering was --


MR. BACON:  Oh, I see.

MR. HARPER:  -- what forecast for -- you've updated the forecast of purchases excluding Hydro One for 2012, based on your new model.  I was wondering whether you had actually, for your new load forecast, changed the assumption at all about the purchases by Hydro One for 2012, whether that was the same as your original assumption.

MR. BACON:  That was the same as the original.

MR. HARPER:  And your original assumption, if I'm not mistaken, was 31.9 gigawatt-hours, roughly?

MR. BACON:  That's correct.

MR. HARPER:  And that was based on your 2010 actuals?

MR. BACON:  That's right.  And the reason we didn't update it is we didn't have a full year 2011.

MR. HARPER:  Right.  But it's pretty clear if you look at the response to VECC No. 6, the Technical Conference question, that your 2011 is going to come in higher than your 2010?

MR. BACON:  It's fairly clear, yes.

MR. HARPER:  And so would it be reasonable that a comparable revision to the forecast Hydro One purchases would be reasonable to make, based on these higher values we're now seeing for 2011?

MR. BACON:  I think it would be reasonable to reflect a full year 2011 in the forecast for Hydro One.

MR. HARPER:  Is that something you have now?

MR. BACON:  No, because as far as I understand, we don't have a December value yet.

MR. HARPER:  Oh.  But I was struggling with the fact you said it would be reasonable to reflect a full year's worth of value for Hydro One, and since we don't have that, I was wondering what your proposal, then, was that we should be doing.

MR. BACON:  All I'm saying is that it's reasonable once we have the information to put it into the forecast, or we can guesstimate what December 2011 is going to be and put that into the forecast.

We haven't done the guesstimation yet.

MR. HARPER:  No, that's fine.  That's something we can talk about next week, then.

MR. BACON:  Yeah.

MR. HARPER:  Okay.  Fine.  Thank you very much.

MS. HELT:  Thank you.  Mr. Sidlofsky?

MR. SIDLOFSKY:  Thank you, Ms. Helt.

Just a little before the break, Mr. Shepherd was asking -- excuse me, referred to Board Staff Technical Conference Question No. 9, and he was asking about how the SAIFI figure would go up without the wind storm.

And the response prior to the break was that SAIFI gets worse because the duration of the Hydro One losses or services outages is longer.

During the break, Norfolk Power staff gave some further thought to that question and the response.  And Mr. Vidovic has some further comments on that.  I believe there is a change to the SAIFI figure that's shown in the response to Board Staff Technical Conference Question No. 9.  Perhaps I could let Mr. Vidovic address that.

MR. VIDOVIC:  Okay.  There's actually a change to all of the numbers, and it was purely a transcribing error on my part that I had sent to Jody when he put this together.

So I can give you the correct values orally or I can put them in writing, whichever you prefer.

MS. HELT:  As Mr. Shepherd is not here, I think it would be better if we do get the correct figures in writing. 

So if we can have that as an undertaking, JT1.8. 
UNDERTAKING NO. JT1.8:  to PROVIDE UPDATED TABLE IN RESPONSE TO BOARD STAFF TECHNICAL CONFERENCE QUESTION NO. 9.

MR. VIDOVIC:  Thank you.

MS. HELT:  So just to confirm for the record, then, that would be to provide an updated table that is found at Board Staff Technical Conference Question No. 9.  Thank you.

MR. VIDOVIC:  Correct.  Thank you.

MS. HELT:  If there are no other matters for clarification, I will turn it over to Board Staff, then, to pursue their Technical Conference questions.
Questions by Ms. O'Connell


MS. O'CONNELL:  Good morning.  I'd like to start off my questions with, basically, clarifying which are the final fixed asset PP&E continuity schedules that support what you're requesting.

So I look -- Mr. Shepherd basically said that, on page6 of the responses to Board Staff Technical Conference Questions, that that was the PP&E deferral account balance you were seeking.

So I understand that the fixed asset continuity schedule on page 5, IFRS 2011 bridge, is the number -- is the schedule that supports what you are seeking in this application; is that correct?

MR. McEACHRAN:  That's correct.

MS. O'CONNELL:  Okay.  And then I go to Energy Probe Technical Conference Questions, page 18.

And on that table is fixed asset continuity schedule 2012 test IFRS.  Is that the 2012 continuity schedule that you are seeking?

MR. McEACHRAN:  That's correct.

MS. O'CONNELL:  Okay.  Then I go to your revised revenue requirement work form for IFRS, and I go to rate base, so sheet 4, rate base.  Are you there?

MS. MOSS:  Mm-hmm.

MS. O'CONNELL:  Okay.  And it shows an average net fixed assets under IFRS of 53.163 million, and I'm just wondering how that was derived based on the tables that you said supported your application.

MR. McEACHRAN:  If we can just have a minute, that has to do with how smart meters are added in to the 2012 amount, so you don't get the actual average from looking at those two numbers.

MS. O'CONNELL:  Okay.  Okay. 

[Witness panel confers]

MS. HELT:  If it would be easier, Board Staff can give you the option of providing an undertaking with respect to that.

MR. McEACHRAN:  I think we better take that route.

MS. HELT:  All right.  So then it would be JT1.9, and that is an undertaking to provide an explanation of how the average net fixed assets for IFRS of 53.13 million was derived.  And that number appears at sheet 4 of the revised revenue work form.  Thank you.
UNDERTAKING NO. JT1.9:  TO PROVIDE AN EXPLANATION OF HOW THE AVERAGE NET FIXED ASSETS FOR IFRS OF 53.13-MILLION WAS DERIVED.

MS. O'CONNELL:  Thank you.  Okay.  So I understand that you confirmed that these are the two tables, the 2011 and 2012 IFRS tables, that underpin your application.  Essentially, I'd like to request two modifications.  And the first one is that I was looking at your PP&E deferral account and the amount that you have amortized to depreciation expense in the test year.  I notice that you took the balance in the PP&E deferral account plus the return to sum those two numbers and then divided that by 4, whereas actually the Board policy, from what I believe, is to take the balance in the deferral account, divide it by 4, and then add the return.

So the differences aren't huge dollars, but just to be more precise, I thought it would be good to go that route.

MR. McEACHRAN:  We can do that.

MS. O'CONNELL:  Okay.

MR. BACON:  Could I ask a clarification, because this whole PP&E is very interesting.

MS. O'CONNELL:  Yeah, if you look at the Board Staff appendix A of the Board Staff paper.

MR. BACON:  Right.  I am very familiar with it.

MS. O'CONNELL:  Yeah.  I have a handout here if you would like to look at it.

MR. BACON:  I can speak to it.

MS. O'CONNELL:  Yeah.

MR. BACON:  What you're saying is that a return component is not part of the PP&E account.

MS. O'CONNELL:  Correct.

MR. BACON:  But appendix A says it is.

MS. O'CONNELL:  The return component is part of the -- the return component is part of the amount that hits the depreciation expense.  So it's the amount that reduces depreciation expense in the test year.  Correct.

But I believe from what other LDCs have settled is that it forms as an adjustment to depreciation expense but does not impact your fixed-asset continuity schedule going forward.  I believe that's how it's been settled.

MR. BACON:  Okay.  So just to be clear, on this 2012 continuity statement --


MS. O'CONNELL:  Mm-hmm.

MR. BACON:  -- you'll see down at the bottom an amount of adjustment -- sorry -- 90,993.

MS. O'CONNELL:  Correct.

MR. BACON:  Okay?  Which is an adjustment to depreciation.  It is not an adjustment to fixed assets.

MS. O'CONNELL:  It's an adjustment to the depreciation expense.

MR. BACON:  Right.

MS. O'CONNELL:  Correct.

MR. BACON:  So I guess what I'm trying to understand - that's how we did it.  That's how we understand others have done it.  And -- but you only want to see the component that is only the deferral amount -- deferral account, without the return in that?

MS. O'CONNELL:  No, what I'd like to see is the deferral account balance divided by four years, plus the return.  And that's the adjustment to depreciation expense.

MR. BACON:  Okay.

MS. O'CONNELL:  Yes, that's an undertaking.

MR. BACON:  Okay.

MS. HELT:  Is that sufficiently clear, what the undertaking is?

MR. BACON:  Yes, that's good enough.

MS. HELT:  All right then.  That will be Undertaking JT1.10.


UNDERTAKING NO. JT1.10:  TO PROVIDE THE DEFERRAL ACCOUNT BALANCE DIVIDED BY FOUR YEARS, PLUS THE RETURN.

MS. O'CONNELL:  Okay.  And then my second request would be to provide the fixed-asset continuity schedules for 2011 and 2012 -- for 2011 and 2012 under MIFRS and CGAAP, assuming that the half-year rule only takes effect in 2012.

MR. McEACHRAN:  Okay.  We can do that.

MS. O'CONNELL:  Okay.  And then also with the modification to the PP&E amount amortized to depreciation expense.

MR. McEACHRAN:  Okay.

MS. HELT:  So that will all be under Undertaking JT1.11.


UNDERTAKING NO. JT1.11:  TO PROVIDE THE FIXED-ASSET CONTINUITY SCHEDULES FOR 2011 AND 2012 UNDER MIFRS AND CGAAP, ASSUMING THAT THE HALF-YEAR RULE ONLY TAKES EFFECT IN 2012, AND ALSO WITH THE MODIFICATION TO THE PP&E AMOUNT AMORTIZED TO DEPRECIATION EXPENSE.

MS. O'CONNELL:  Harold, are you happy with that?  Did you want to jump in, any comment?

MR. THIESSEN:  No.

MS. O'CONNELL:  Okay.  My next question is regarding Board Staff Technical Conference Question No. 3, employee benefits.  Is it possible to get a draft of the full actuarial valuation report, or would you rather wait to get the full one completed and submitted on the record?

MR. McEACHRAN:  I've asked them for a draft, as we discussed on the phone the other day.

MS. O'CONNELL:  Yeah.

MR. McEACHRAN:  They don't have one they can provide right now.

MS. O'CONNELL:  Okay.

MR. McEACHRAN:  If they don't have a final one by the end of January, we'll certainly provide a draft which they'll have to us prior to the end of January.

MS. O'CONNELL:  Okay.  Thank you.

Jay already asked that that be put on the record.

MR. McEACHRAN:  Right.

MS. O'CONNELL:  Sorry, Mr. Shepherd already asked that that would be put on the record.

My next question was, you stated that the amount charged -- you anticipate the amount charged to retained earnings January 1, 2011 for the transition to IFRS relating to other post-employment benefits, you anticipate that amount to be more or less -- not to be significant, as you said.  You expect it to be 15,000, approximately?

MR. McEACHRAN:  That was based on the draft we have that was dated September 17th, 2010.

MS. O'CONNELL:  Yeah.  Yeah.

MR. McEACHRAN:  I did discuss that with the actuary as well, and they didn't want to throw out any numbers.  There hasn't been a significant change, in terms of our employment or remaining life of employees or anything like that.  But obviously, you know, some of the other factors they look at could have an impact.

MS. O'CONNELL:  Okay.  Do you expect the revised number that will actually hit your audited financial statements to be the same in the insignificant sort of range?

MR. McEACHRAN:  Based on that conversation, I can't really say which way it will go.  I mean, personally I don't expect a change, but I don't have a comment to verify that, I guess.

MS. O'CONNELL:  Okay.  So I guess, how do you propose to support your comment that "the impact of early adoption would not be significant"?

MR. McEACHRAN:  I was just illustrating where we were right now based on the current draft that we have.

MS. O'CONNELL:  Okay.

MR. McEACHRAN:  We weren't seeking any recovery at this point for this amount -- or, sorry, any adjustment for this amount at this time.

MS. O'CONNELL:  Okay.  My next questions regard account 1572, extraordinary event costs.

And I just wanted to confirm.  You stated that there are 41,228 of material costs embedded in the amount that you're seeking in account 1572?

MR. McEACHRAN:  That's correct.

MS. O'CONNELL:  For those costs and other costs that are not considered to be capital assets, are you following your normal capitalization policy?

MR. McEACHRAN:  Yes.  Our policy has always been to expense storm amounts, and that's what we followed.

MS. O'CONNELL:  Okay.  So that's your normal capitalization policy?

MR. McEACHRAN:  That's correct.

MS. O'CONNELL:  Okay.  And I just wanted to confirm that this $41,000 is not in rate base?

MR. McEACHRAN:  That's correct.

MS. O'CONNELL:  Okay.  Thank you.

Okay.  Those are my questions.  Thank you very much.

MR. THIESSEN:  I still have a couple of questions that weren't addressed previously by the intervenors.

And I'd like to focus first on Board Staff Technical Conference Question No. 8.  It has to do with subdivision development investment for 2012.

In this response, first of all, for 2011, you revise the information in your original application by taking down the amount for 2011 in terms of Norfolk Power costs from 303,000 to 183,000, and the capital contribution goes from 258,000 to 155,000; is that correct?

MR. McEACHRAN:  That's correct.

MR. THIESSEN:  And what I'm wondering is whether those changes that you see that are documented here in this response are also documented in the other capital expenditure summaries, et cetera, found in Energy Probe Technical Conference Question No. 3 or Schools Technical Conference Question No. 16.

I mean, do those changes flow through?

MR. McEACHRAN:  Yes.  These are the same numbers throughout.

MR. THIESSEN:  Okay.  Secondarily, I notice that for 2012, you haven't changed your forecast numbers at all.  So I'm wondering what the rationale behind that is.

MR. McEACHRAN:  It's always a rough estimate in terms of what subdivision development is actually going to occur.  And in this case, right now we have deposits for $173,000 worth of work in 2012, and it's only January.

So we're more than halfway to the 303.  I think it's reasonable to assume we'll get there by the end of the year.

MR. THIESSEN:  Okay.  But if I turn to the response to Board Staff Technical Conference Question No. 12, which had to do with customer numbers, I notice that you have reduced significantly the forecast of residential customer numbers in 2012.

So I'm wondering what the relationship is between the response in No. 8 and the response in No. 12.  And I would think that you would have less of a reduction in customer numbers because of your previous answer in No. 8.

MR. McEACHRAN:  Jeff?

MR. GRAHAM:  A subdivision development doesn't directly necessarily increase a customer count.  Just before the subdivision is developed, we may not see actual building on that subdivision property.

So I don't think these two are so directly related that you could draw those conclusions.

MR. THIESSEN:  Thanks.

My final question has to do with the -- or next to final question, I think, has to do with the summary of all the changes in the application that was provided in the Energy Probe Technical Conference Question No. 11.

And I haven't had chance to really look at this in detail, but my question to you would be:  Considering that you committed this yesterday and considering the responses that you gave today, is this table still up to date, as far as you know, in terms of the changes that had been made by Norfolk and the discussions we've had today?  And is there any reason to update it at this point?

MR. BACON:  I think there potentially could be when we supply the responses to the undertakings, but I can't say right now.

MR. THIESSEN:  Okay.  So why don't we leave it that you will have a look at that before the Settlement Conference to make sure that that's a complete answer and that all the changes are reflected, not only in this answer but in the RRWF documents that you submitted along with these answers?

And I have one other request, and that has to do with the response you are going to provide for Fiona under JT1.11, and that was that half-year rule response, and have that half-year rule only apply in 2012.  And I was wondering whether you could also supply an RRWF that reflects that change.  So a final RRWF with all the changes in the response to Energy Probe 11, and also layering on the request from JT1.11.

Is that possible?

MR. McEACHRAN:  Yes, we can do that.

MS. HELT:  So we'll note that as Undertaking JT1.12. 
UNDERTAKING NO. JT1.12:  TO PROVIDE FINAL RRWF WITH ALL THE CHANGES IN THE RESPONSE TO ENERGY PROBE QUESTION 11, LAYERING ON THE REQUEST FROM UNDERTAKING JT1.11.

MR. THIESSEN:  Thank you very much.

MS. HELT:  Are there any other matters that need to be raised?  Mr. Harper?
Continued Questions by Mr. Harper


MR. HARPER:  Actually, there was one matter -- there was a response to one VECC Technical Conference Question that I was loath to get into, but given some of the discussion that's gone on, I think I have to.  And that was VECC Technical Conference Question No. 3.

And I would like to outline my understanding of the response and put it in my words, and then see if you concur with that.

And this was asking about sort of the comparison of the predicted values versus the actual values.  And if I understand the response, the premise underlying the response is that there will be a tendency -- when the weather variables are higher than average, there will be a tendency for the model to over-predict, and when the weather variables are less than average, there will be a tendency for the model to under-predict.

Is that a fair overview of what you are proposing here?

MR. BACON:  That's what I attempted to say.

MR. HARPER:  Okay.  Now, but having said all that, since the forecast is based on average or weather-normal, is it fair to say that you still feel confident that when we're using the average or weather-normal values, that the model is probably a good prediction?

MR. BACON:  Yes, it is.  And the critical thing here is -- I want to be clear -- is that the weather normalization averaging is different than the -- reviewing the results of the regression analysis averaging.

MR. HARPER:  Yeah.  Okay.  So that given that response, I'd like to go back to the conversation we were having about 2011 and your concern that the model was over-predicting what the actuals were for 2011.

And could this response here, and the fact that the weather -- could this response here and the premise you have here be one of the reasons why the predicted values you're seeing for 2011 are higher than the actuals?

MR. BACON:  Without -– yes, because I looked at the -- the challenge with it is I looked at the heating degree days and cooling degree days for 2011, and they are typically higher than the average.

But I want to make it clear that that's different than weather normalization, because you have to take in consideration the whole regression formula when you're looking at that.

MR. HARPER:  No, but I just wanted to get back to, you know -- because you were talking about how the fact that predicted values for 2011 weren't higher than the actuals is one of the reasons why you felt you had to add in even more CDM, and I guess -- and we were talking about the fact that we weren't too sure what the reasons were why that result was occurring.

And I was wondering if you would agree that this phenomenon that you're talking about in this response is one of the reasons why you should be seeing that sort of result of predicted versus actuals that you're seeing for 2011.

MR. BACON:  Yes.  It probably is -- it most likely is the reason for why 2011 is predicting higher than actual.

MR. HARPER:  Okay.  Thank you.  That's really all I wanted to clarify.

MS. HELT:  Thank you.  Is there anything further from any of the parties?

All right, then.  That concludes today's Technical Conference.  I take it we will have answers to the undertakings prior to the Settlement Conference, which is scheduled for next week, Wednesday and Thursday.  Chris Hausmann is the facilitator for the Settlement Conference.

So I'd like to thank all of the witnesses, and thank you, as well, for providing written responses to the majority of the Technical Conference Questions that were provided to you in advance of today.  That was very helpful and made today's conference more efficient.

So thank you very much, and we'll see everyone on Wednesday.

--- Whereupon the hearing concluded at 11:45 a.m.
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