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Wednesday, October 10, 2012

--- On commencing at 9:36 a.m.

MS. DJURDJEVIC:  Good morning, and welcome to the technical conference in EB-2012-0121, which is the rate application by Erie Thames Powerlines Corporation.  This technical conference is being held pursuant to the Board's Procedural Order No. 2, issued September 27th, 2012.


My name is Ljuba Djurdjevic, and I am counsel for Board Staff.  With me today on behalf of Board Staff are Richard Battista, Leila Azaiez, and Keith Ritchie.


Can I have appearances for the intervenors and the witnesses.  We will start over -- I see Mr. Harper.
Appearances:


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


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


MR. RUBENSTEIN:  Mark Rubenstein, counsel for School Energy Coalition.


MR. GARNER:  Mark Garner, also joining Bill Harper with VECC.


MS. DJURDJEVIC:  And the witnesses?


MR. STOLL:  Scott Stoll, legal counsel to Erie Thames, and with me are Graig Pettit on my far left, and their consultant on forecasting, Mr. Lawrence Wu.

Preliminary Matters:


MS. DJURDJEVIC:  Thank you.  Are there any preliminary matters that need to be addressed, any of the parties have any issues or concerns?

MR. STOLL:  I think we just want to straighten out a couple administrative type issues.  There were responses circulated last night to the intervenors to respond to Energy Probe's technical conference questions, and I believe we are going to mark those as an exhibit for the purposes of this technical conference, subject to Mr. Battista correcting me on that.


MS. DJURDJEVIC:  All right.  We will make that Exhibit KT.1, and those are the responses...


MR. STOLL:  To Energy Probe TCQs.

EXHIBIT NO. KT1:  RESPONSES TO ENERGY PROBE'S TECHNICAL CONFERENCE QUESTIONS

MR. BATTISTA:  They're currently being printed, and they will be available when they are available.


MR. STOLL:  Okay.  I appreciate that.  And then we are going to be able to respond to the VECC questions orally, and I think with Mr. Wu here we would like to do load forecasting first, which I think comprises a substantial number of the questions from VECC, so if that's not a problem, if we could do that and then excuse Mr. Wu after he is finished.


MR. BATTISTA:  And then after that we would follow the sequence of the exhibit numbers, since we don't have an issues list.


MR. STOLL:  Correct.


MR. BATTISTA:  Exhibit 1, Exhibit 2, Exhibit 3.


MR. STOLL:  We will follow through the exhibit.  That's fine.


MS. DJURDJEVIC:  All right.  Thank you, Mr. Stoll.


Unless anybody else has any other preliminary issues - if everyone is amenable to starting with the load forecasting issue, we can proceed with that.


Was there any introductory comments, Mr. Stoll, that you wanted to make, or should we just get right into it?
ERIE THAMES POWERLINES CORP. – PANEL 1


Graig Pettit


Lawrence Wu

Presentation by Mr. Stoll:


MR. STOLL:  Just very briefly, thanks.  I would like to thank the people for attending and accommodating the change in the settlement conference coming up.


There are a couple things that we have learned in the last couple days that will be updating the evidence, likely, depending on some of the discussions here.  But in 2013 there was an announcement that three schools within the service territory of Erie Thames will be closing, so we will provide information on the location of those schools as part of the response to the technical conference on the 18th.


And the other aspect is, most of the -- or all of the municipalities currently served by Erie Thames are in the process of switching to the LCD (sic) street lighting, which will reduce the consumption and throughput by about approximately 50 percent, is my understanding.  So...


MS. DJURDJEVIC:  Sorry, that was 50 percent or...


MR. STOLL:  50, five-zero.  Sorry, LED, sorry.  Thank you.  I am getting my initials mixed up.


And I think the other thing, we do appreciate for the size of the utility there has been a significant number of changes in the last four years through the reorganization, the amalgamations, the lengthy strike.  It's been very difficult to get a typical year historically for the utility.  So we appreciate that and understand that there are probably a significant number of questions in us trying to explain some of that in the history of the utility.


So with that, I think if we can have the response to VECC -- or do you have a question, Mr. Battista?


MR. BATTISTA:  Just a bit of clarification.  So what you are saying is that when you file the responses to the undertakings, at the same time you are going to be updating some of your forecast numbers for the test years?


MR. STOLL:  Well, one change is 2013, it's not in the 2012 test year with respect to the schools, so -- but...


MR. BATTISTA:  Does it impact the forecast for 2012 as currently articulated?


MR. STOLL:  Not the 2012 forecast, but going forward, any growth projections and stuff are considerations that way, yes.


MR. BATTISTA:  There would be no impact on your 2012 revenue requirement as currently filed.  You did file a revenue requirement Word form in summary --


MR. STOLL:  Right.


MR. BATTISTA:  -- for 2012 as part of your --


MR. STOLL:  Right.


MR. BATTISTA:  Now, there might be something coming out of this session, but --


MR. STOLL:  Right.


MR. BATTISTA:  -- apart from what happens today --


MR. STOLL:  Right.  That shouldn't --


MR. BATTISTA:  -- what you are talking about is changing in future have to do with 2013 and beyond?


MR. STOLL:  Yes.


MR. PETTIT:  Well, the street lighting is for this year.


MR. BATTISTA:  Will it change your load forecast in a material way?


MR. PETTIT:  Just for the street-lighting class, and materially I think I would have to sit and analyze that with Lawrence.  Since it's half the year, not as materially as it would if it was a full year, so I would have to look at the numbers.


MR. BATTISTA:  Because if it's new evidence -- and I don't want to speak like a lawyer here -- it would have to be examined, right, and so you have to give us a sense of how material the change would be.


MR. PETTIT:  I think I would like to undertake to do a calculation and provide that in response and determine if it's --


MR. BATTISTA:  Maybe we can do that, take that undertaking now.


MS. DJURDJEVIC:  That will be Undertaking JT1.  And if we could restate it, please.


MR. BATTISTA:  I guess it's to identify any material changes coming from the recent information Erie Thames has received regarding future load.

UNDERTAKING NO. JT1:  TO IDENTIFY ANY MATERIAL CHANGES COMING FROM THE RECENT INFORMATION ERIE THAMES HAS RECEIVED REGARDING FUTURE LOAD

MR. STOLL:  Okay.  Then that will cover both the schools and the street lighting.


MR. BATTISTA:  Yes, and then it would clarify what we are talking about, in terms of the year that would impact -

MR. STOLL:  Right.


MR. BATTISTA:  -- impacting the test year materially.


MR. STOLL:  Right.  So given the VECC questions were regarding load forecasting, if we could maybe have Mr. Wu, I guess -- do you want to read in the question, Bill, and we will give the response, or do you want...


MR. HARPER:  I think that's probably the best way to do this.


MR. STOLL:  Okay.  That's fine with us.
Questions by Mr. Harper:


MR. HARPER:  I will go through and I'll either read them or paraphrase them, and then you can respond to them accordingly.


MR. STOLL:  That's great.  Thanks.


MR. HARPER:  I guess we are ready at this point to start.  So maybe we could turn -- the first question I had was with respect to your response to VECC IR No. 22b).  And here, you'd outlined basically how you would come up with, I call it, the load shape for the residential class and talked about how you'd taken the weighted average of the net system load shapes for the three sub service areas.


MR. WU:  Yes.


MR. HARPER:  And that was with respect to table 6 in the application.  I was just curious as to confirm whether a similar approach was used for table 12 to get the load shape for the general service less than 50 class, more or less weighting each of the net system load shapes in the three sub service areas by the general service consumption in each area.


MR. WU:  That's correct.  It's the same approach.


MR. HARPER:  So that -- and it's the same net system load shapes for each sub area that are used for both residential and for the general service?


MR. WU:  Yes.  For each area, we use the individual net system load shape, and then scale it for residential, scale the load shape according to the residential loading, similarly for GS 50.


So after we scale that and then we have -- that means we have three scale net system load shapes, and then we add those three together to form the consolidated system load shape for each class.


MR. HARPER:  Right.  So actually in terms -- I guess this comes to the next question that I had, which was, then, so in terms of residential versus general service less than 50, really the only reason why there is a difference in the load shapes for those two classes as used subsequently in the cost allocation is because of the different weightings and the different scalings that can apply because of the variation across the service areas?


MR. WU:  That's correct.  To begin with, both residential and general service, they use the same net system load shape but scale according to different weighting factors.


MR. HARPER:  Right.  And actually, I just wanted to follow up one question which wasn't on my list and had to do with your response at 22c), and that was -- here we were asking about were the kilowatt values for table 6 used in the application and I guess mainly in the cost allocation - I guess is a bit of a bridge, but I just want to make sure.


Now, table 6 were the load shapes for 2010 and I was - just wanted to make sure whether there was maybe an error in response where this was actually the case, because in a subsequent table you actually have the load shapes for 2012.  And I was wondering whether, in the cost allocation, you actually used the load shape for 2010 or whether you actually used the estimated load shapes for 2012.  And in the application -- let me find it here –- you have got table 6 had the load shape for 2010 and table 7 had the one for 2012, and I was just wondering whether -- sort of this was a misprint here or whether you actually used the 2010 load shape in the cost allocation for the 2012 revenue requirement.


And if this has to come later on in the day, that's fine, but I thought I would tie it in all in the same point.


MR. PETTIT:  Which response was that to?


MR. HARPER:  In 22c), I was asking about, were the kilowatt values in table 6 used at all in the application example in the application, for example in the cost allocation.  Now, table 6 is the 2010 values, and so I was wondering whether -- and you said table 6 are used in cost allocation, and I was wondering whether -- which would suggest to me that you used 2010 load shapes in the 2012 cost allocation, whereas you actually have a table 7 which actually has the 2012 load shapes.  And I was wondering whether that was sort of -- whether you had actually used 2010, and if so, why you didn't use the 2012 numbers since you'd estimated those.


If you want to think about that a little bit and get back to me when we come to that part in the exhibit, that's fine.  We can sort of leave that and come back to it when you have a chance to look at it over the break or something.


MR. WU:  Okay.


MR. STOLL:  I think we are going to take the time, so if you want to move on, Bill.


MR. HARPER:  Sure, sure.  No problem.


MR. WU:  Just to respond to the load shape, basically the load shape is based on 2010, and the 2012 load shape is to scale up using 2010's load shape.  It's using the different scheduling factor, right?


MR. HARPER:  Right, but using a different scaling factor, since you won't have the same proportions of kilowatt-hours in each service area in 2012 as you do in 2010, you would come up with a slightly different result for 2012 than you would for 2010, I would assume?  In terms of the relative shape?


MR. WU:  Yes.


MR. HARPER:  Because you are scaling using 2012 numbers for 2012, as opposed to 2010 numbers?


MR. PETTIT:  And we use 2012 numbers.  If you look at 22c), some of the 12 months, 12 NCP at 326,890 is the 2010 data.  Cost allocation model uses 344,769, so that's the 2012 data.


MR. HARPER:  Fine.  Thanks.


My next question had to do with your response to VECC 24d).


MR. WU:  Yes.


MR. HARPER:  Actually the response has multiple pages on it, and I am looking particularly at step number eight, when you are describing your load forecast process here.  The question we were originally trying to understand was whether or not in forecasting the GS greater than 50 sales you used an extrapolation or you applied the IESO growth rates.  And I was a bit curious -- you had the results of both here, and neither matched the actual load forecast that was in table 15 of the application.  So we were just wondering if you could reconcile that and confirm which of these two approaches you actually did use to forecast the numbers for the application.


MR. WU:  Actually, this one was based on the IESO's load forecast, 0.5 percent 2011 and 1.9 percent in 2012.


MR. HARPER:  Right.


MR. WU:  The slight discrepancy -- thank you for pointing it out -- is actually due to the Excel rounding.  I did the comparison.  On the table, on the response, the number was 28,870,097 kilowatt-hours; in the original table 15, the number was 28,870,251.  The difference was 154 kilowatt-hours, which is equal to 0.0005 percent difference.  That is really based on the rounding error.


I apologize for that.  I should have been more careful.


MR. HARPER:  It wasn't the number.  I just wanted to confirm which of the two approaches you actually used.


MR. WU:  Use the IESO's, yes.


MR. HARPER:  I apologize for the next one I sent you in writing.  I had the wrong reference, because staying with the response to VECC 24d) and your use of the IESO growth rate, my understanding is the IESO growth rate, that is for total energy in the province.


MR. WU:  That's correct.


MR. HARPER:  The 2.5 and the 1.9, and you are applying that just to the GS greater than 50 classes.


MR. WU:  That's correct.  Just for the GS greater than 50 up to 1,000 KW.


MR. HARPER:  And I was wondering whether you gave any thought to the appropriateness of using a provincial growth rate which included residential, small general service, and applying that growth rate to just that one small segment.


MR. WU:  We considered to use other indicators, as well.  The reason why we chose IESO was because they considered both the economic growth and also the conservation impact.  And IESO, you are absolutely right that is the entire province, but if you look at the entire province the majority is -- although residential customers is a lot, but the impact on the entire province is maybe 20 percent, 25 percent.  I am not sure, but relatively the impact is small on the commercial, and we feel that by using the IESO, by comparing what other indicators to use from, that is more representative.


MR. HARPER:  Okay.  That's fine.


The next question I had was in your response to VECC 31a) and 31b).  And this was -- this question had asked -- in response to these two parts you gave customer counts for year-end 2011 and also for halfway through 2012, and I -- just in looking at these, it struck me that for three of the customer classes -- more or less residential, general service less than 50 and general service 1,000 to 3,000 -- the customer count actually went down between the end of 2011 and mid-2012, and I just wanted to confirm that that was actually the case and there wasn't some misprint in the numbers or something.


MR. PETTIT:  There wasn't a misprint.  That is the case.


MR. HARPER:  Okay.  Fine.  Is there something unique over the first six months of this year, or -- I mean, is that a trend you would expect to see continuing for the rest of the year, or...


MR. PETTIT:  I don't think so.  I don't believe it is a trend.  We have some subdivisions coming online this year.  None of them have really taken off yet.  So I would expect the residential numbers to rebound by yearend.  I don't -- the GS, I would say we're a small utility.  It is what it is.  It is not going to change.  I don't expect to lose any more, but I don't expect to gain any more either.


MR. HARPER:  That would be for the large GS class.


MR. PETTIT:  Yes.


MR. HARPER:  Okay.  Fine.  Thanks.


The next question had to do with 32d).  And here we had asked you for your yearend 2011, yearend CDM report from the OPA, and I think your response was that it wasn't available yet, and I guess I just want to follow up, because with many of the other utilities we have asked the same question.  They've actually filed not only yearend 2011, but first quarter 2012.  I am just interested whether you actually had the 2011 yearend available from the OPA.


MR. PETTIT:  The 2011 was filed a week or two ago.  I will provide that to you.


MR. HARPER:  Okay.  Great.  Maybe if we just get an undertaking on that so it's got a number when it comes in, that would be great.


MR. PETTIT:  Okay.


MR. BATTISTA:  That would be Undertaking JT2, and that would be to file...


MR. HARPER:  The 2011 yearend OPA report on Erie Thames CDM programs.


MR. BATTISTA:  Thank you.  

UNDERTAKING NO. JT2:  TO FILE THE 2011 YEAREND OPA REPORT ON ERIE THAMES CDM PROGRAMS

MR. HARPER:  And my final question in the load forecast area has to do with your response to Board Staff 21d) and c).  And here you had portrayed the -- you had portrayed your CDM targets as running over the period 2012 to 2015.


MR. WU:  That's correct.


MR. HARPER:  And I was wondering if that really shouldn't have been 2011 to 2014.


MR. WU:  The target was 2011 to 2014.  However, the impact to the load forecast is actually 2012.  For example, in 2011, meeting the 10 percent target, but to realize the actual load reduction, we have to wait for 2012.


One good example is a chiller replacement in December 2011.  We meet the target, but the actual reduction, we won't realize that until December 2012.  So that is why it's a one-year shift for the load.


MR. HARPER:  The expectation on the targets, though, is that by yearend 2011 -- excuse me, 2014, you will have achieved your cumulative energy target as set out by --


MR. WU:  It is achieve the target by -- achieving the target, meaning project completed, and the project completed, we will achieve that target.  But then one good example is, like what I said, is for chiller replacement.  Everybody replace chiller during winter, not summer.


So for -- in meeting the target in 2011, project is complete, chiller replaced with a more efficiency chiller, but that part -- that actual saving won't be realized until the following year, so that is why there is always one year behind.


MR. HARPER:  And I guess --


MR. WU:  Did I answer your question?  One is like meeting the program target according to the year specified, but the actual realization of the load reduction have to wait for one year.


MR. HARPER:  No, I understand that.  I appreciate the answer.  I guess I just -- we haven't seen your OPA report yet for 2011, but it's my understanding -- and maybe you can confirm if it's your understanding as well -- is that in the OPA reports they are savings.  They are annualized savings.  They don't take into account the types of issues that you're talking about, in terms of implementation mid-way through the year.  They report savings as if the program had been in place for the full 12 months of the year.  Is that your understanding as well, or do you know?


MR. WU:  Based on my understanding -- we haven't discussed, right -- because I also do a lot of energy audit for the CDM for other utility, so each year they have a certain target they need to meet.  So before the yearend those application have to be completed in order to count meeting the target.


But when I say "completed", it is just like -- one example is the chiller replacement completed.  That chiller saving will count towards that year's target, but the actual realization of the saving have -- sometimes have to wait until the following year.  That's my understanding.


MR. HARPER:  I think we're on the same page.  Actually, that's all I have for the load forecast.


MR. WU:  Thank you.


MR. BATTISTA:  Energy Probe, anything on load forecast?


MR. AIKEN:  No.


MR. BATTISTA:  Schools?


MR. RUBENSTEIN:  No.


MR. BATTISTA:  Nothing from Board Staff.


MR. STOLL:  Okay.  If that's everything, then we would ask Mr. Wu be excused, and then we can continue on with...


MR. BATTISTA:  Thank you.


MR. WU:  I have to excuse myself.

MR. BATTISTA:  Just an administrative matter.  I got copies of the responses to Energy Probe's questions.  I have a number of copies.  Just one thing.  appendix 2M, the Excel on depreciation amortization, at least when we printed it out, one of the columns, fully depreciated -- depreciation expense, whatever, we are not getting a number, we are getting a reference error, so I don't know if Randy -- if the information he has is...


MR. GARNER:  I saw the reference error also --


MR. BATTISTA:  As well?


MR. GARNER:  -- when I opened it.


MR. BATTISTA:  Oh, okay.  So I guess it's endemic to the file and not our printing problem.


MR. PETTIT:  Can you tell me -- direct me to which column, and...


MR. BATTISTA:  It's appendix 2M, and it's the column, fully -- less fully depreciated, and then that impacts total depreciation column and depreciation expense, depreciation rate, in part, so...


MR. PETTIT:  Okay.  It's on every page?  Every worksheet?


MR. BATTISTA:  Well, it's appendix 2M, so...


MR. GARNER:  Yes, I am looking at it -- this is Energy Probe question 46.  If you bring it up as an Excel spreadsheet, you basically get reference errors, I believe, on every page for all of the less fully depreciated, net depreciation, total depreciation, depreciation expense.


MR. AIKEN:  That is strange, because I am not getting that at all.


MR. GARNER:  So maybe it's something to do with our machines.


MR. AIKEN:  Mine's fine.


MR. BATTISTA:  It is the answer to your question, so you are happy.  

[Laughter]  

It might be a software version issue.


MR. AIKEN:  Unless -- there are actually supposed to be numbers in the column labelled "less fully depreciated".


MR. PETTIT:  No.


MR. AIKEN:  Because I just got blanks in all of --


MR. BATTISTA:  Oh, there are not supposed to be any numbers.


MR. GARNER:  So Randy and mine, though, just have the reference error to those -- so it may just be the versions of the Excel.


MR. PETTIT:  And then the reference error is just causing all the calculations not to work.  I can just delete the column and re-e-mail it to everybody.


MR. GARNER:  It's supposed to be zero.  Yes, it's just the software doing that.


MR. BATTISTA:  Okay.  Thank you.


I guess, as we mentioned, we will proceed in the sequence of the exhibits.  So do the intervenors have any questions related to interrogatories or other information they requested under Exhibit 1, which is administration?

Questions by Mr. Aiken:


MR. AIKEN:  Richard, I am not sure whether this fits, but I was going to ask for an updated RRWF form for some of the changes I have seen that you have made through the responses to Energy Probe questions.


And so what I am looking for is an undertaking to update the revenue requirement work form, basically starting with the one you did in late September that has a deficiency of about 565,000 as a starting point, adding in the impact of Interrogatory No. 40, which was the first technical conference question, which is putting in the smart meters, taking out the stranded meters, which I understand adds about 107,000 to the deficiency, then also reflecting the change in the depreciation expense, which is -- based on these appendix 2M and 2B that you filed, and I think that adds about another 60,000 to the deficiency.  


And then that should also reflect the change in the rate base, again because of that change in the depreciation number.  There is a small change there.  


And then in addition, in one of the responses here you have indicated that the capital cost allowance number should be 1.4 million, in that neighbourhood, versus the 1.2 million that was used, so, if that could be reflected through the taxes.


And then what you talked about this morning with Mr. Harper, or I guess even before that: the load forecast change in 2012 for the LED, because that would flow through a reduction in the cost of power component of the working capital allowance.


Then, again in some of these responses to Energy Probe, there is the SSS admin fee that hasn't been included in the revenue offset, so if that could be included, along with the -- I think it's $2,500 for the microFIT, and whatever your forecast is for the interest that hasn't been included.


So if you could do a revised work form that incorporates all those, that would take care of most of my questions.  I have some questions on some of those components when we get to them, but...


MR. PETTIT:  Would it be wise to ask the other intervenors if there are changes they would like to include in these?


MR. AIKEN:  Sure.  I think so.


MR. HARPER:  I don't have any other ones at this point.  Maybe we could revisit that question at the end of the day; that might be a good spot to just check and make sure we have got it all.


MR. RUBENSTEIN:  I agree, as well, but -- and also updated bill impact models, because there are certain areas where we're sort of on the threshold of possible mitigation, so it would be very important to see where those...


MR. AIKEN:  I was actually going to have that as a second undertaking, and that would be to redo the cost allocation model, because not only will the deficiency change -- I don't know whether it's going to be up or down; probably a little bit up -- but there might be a change in the cost allocation for the street lighting because of the LED, and then how that would impact on other rate classes or whatever.  And then you get into the bill impacts that Mark was indicating we would need to see.


MR. STOLL:  So do we want to give those -- I don't know if we formally gave those undertaking numbers.  I think three is the revenue requirement.


MR. BATTISTA:  JT3 is to update the revenue requirement work form and provide a sort of history of change between what was initially filed in the IRs.

UNDERTAKING NO. JT3:  TO UPDATE THE REVENUE REQUIREMENT WORK FORM AND ADVISE CHANGES FROM IR FILING FROM SEPTEMBER, 2012


MR. AIKEN:  What was filed in late September, from September 27th or whatever it was.


MR. BATTISTA:  Okay.  To date, and to date means at the end of today because other things may be tabled today that are agreeable, and with the assumption that this is the revenue requirement work form that will be used as the basis, I suppose, of what your request is when it comes to the settlement conference, so that there is a clearly understood and articulated statement of what your application is currently calling for, from a revenue requirement and a bill impact statement.


So -- and then JT4 would be to update the cost allocation and bill impacts that correspond to the changes in the revenue requirement work form.


The assumption is that you are agreeing, or if you don't want to agree, you say that too.

UNDERTAKING NO. JT4:  TO UPDATE THE COST ALLOCATION AND BILL IMPACTS CORRESPONDING TO CHANGES IN REVENUE REQUIREMENT WORK FORM


MR. STOLL:  No, I am just making sure you finished.


MR. BATTISTA:  Okay.  All right.


MR. GARNER:  Are we still on the general issues, Randy, or are you...


MR. AIKEN:  That's it.  The rest of my issues have to do with other revenue so.

Questions by Mr. Garner:


MR. GARNER:  This is under the general issue.  It's a response to Board Staff Interrogatory No. 2, and this is where Board Staff was asking you when you intend to implement rates.


And I think, going to the well-articulated view that Mr. Battista said about having a clear understanding at ADR of what you are proposing, it's not clear to me from that response what you are proposing, because it says if there is unforeseen delays, it may consider in respect to unforeseen delays -- so it leaves it a little bit ambiguous, so as for the implementation date, maybe can we have a clear sense of what you are looking for?


MR. STOLL:  I think if we went through this process and we had a decision so we could implement December 1st, then there is no delay.  If, for whatever reason -- and this is unlikely -- through no fault of Erie Thames, the decision got protracted out until April, then we would have to sit and reconsider.  We just didn't want to make an entirely blanket statement that they would bear any burden of an excessive delay if there was no fault on the part of Erie Thames.


Like, I am having a hard time thinking we would have that situation, but...


MR. GARNER:  It's less hard for me to imagine it -- I should probably change places.  This mic takes a little while to go on.


It's less hard for me to imagine that, but -– just so I can say it back to you.  You are going to, right now, I presume, to implement rates on January 1st with a December 1st implementation?  Is that your kind of concept?  And you are not seeking to have any retroactivity applied, provided you get basically a January 1st implementation date?


MR. STOLL:  That's correct.


MR. GARNER:  Okay.  Thank you.


MR. RUBENSTEIN:  What happens if we don't settle everything and we go to a hearing?  Because then that's not sort of a –-


MR. STOLL:  I think if we went to a hearing in the normal course and there was, like, no undue delay in the hearing, then we wouldn't be looking for retroactive rates.  So if we went through -- well, if we didn't settle every issue and there was, I don't know -- like, we had a decision to implement February 1st, I don't see any application for retroactive rates.


If it drags -- if it dragged -- and, again, we'd have to look at the cause of this to see what the appropriate response would be, so there's no fixed number that says if we go to February 1st or February 2nd there is a different answer.  I think we would have to look at it at the time and we would discuss it then.


MR. GARNER:  Is that it for the general?


MR. BATTISTA:  The next exhibit is rate base, Exhibit 2.


Mr. Harper, do you have any questions, or...


MR. HARPER:  I will let Randy go first.  Randy, do you want to start?


MR. BATTISTA:  Okay, Randy.

Questions by Mr. Aiken:


MR. AIKEN:  I will start and finish quickly, because all of my rate base-related questions, I think, have been answered satisfactorily to me through the material filed last night.  So I don't have any follow-up questions on those.


MR. RUBENSTEIN:  I don't have any either.


[Microphone not activated]

MR. STOLL:  I don't think there is any connection between the light being on and the mic being on.


MR. GARNER:  Is it on now?


MR. STOLL:  Yes.


MR. GARNER:  Oh, it is.  Okay.  So you are right.  There is no connection between the lights.  The light is not going on.
Questions by Mr. Garner:


This is just going by memory.  And I don't have the interrogatory, but I asked a question, and I haven't had a chance to review Randy's -- Energy Probe's responses, but I asked a question about the variance analysis between 2000 and the last rebasing in 2 -- and what you had, and what you -- I think you pointed out in that interrogatory is simply the tables.


What I was driving at is that I don't recall -- and you can correct me if I am wrong -- in the filing, that you did a detailed descriptive variance analysis between your last cost of service, let's take it for Erie Thames, and this application; is that correct?


MR. PETTIT:  I believe I had.  Having said that --


[Microphone not activated]


MR. PETTIT:  I will preface my answer by saying the difficulty in explaining changes was, 2008 was Erie Thames standalone.  Embedded in there in 2010 was a settlement conference for West Perth and Clinton.  So we met -- basically, there is significant change year over year.  We used to be a virtual utility of one employee last rebasing.  Now we are a full utility again.  We don't rely on affiliates to the same degree.  We've retrenched, so having a comparison was a difficult thing.  Having said that, from a capital point of view -- I should be able to work something up and explain it.


MR. GARNER:  You know, right now all I was trying to make sure is I didn't miss something when I went through the evidence because, generally speaking, in a utility like this there will be a descriptive between the last cost of service and then the new one, and then a descriptive about where the material changes have happened between those years, and I don't recall seeing one, and I just want to make sure I haven't missed that someplace in the evidence.


MR. STOLL:  I'd have to go back, Mark.  I think you are correct, actually, but I think Graig's -- Mr. Pettit's talking about some of the difficulty for the first couple years of -- the Erie Thames information is probably more readily available than what was from Clinton and West Perth, and for the people that were involved in the settlement conference with Clinton and West Perth there were some issues with the historical numbers, and the settlement arrangement was not, I would say, typical issue by issue.  It was more of an adjustment in the end rates than looking at cost of service the traditional way, which makes it difficult to provide some of the historical numbers going back.  But we can...


MR. PETTIT:  Mark, if you are looking for a change, here is rate base in 2008, and a story that gets us to what I am asking for in 2012, that's something I can provide.


MR. GARNER:  I am not sure at this point it's necessary.  My simple point was not to be critical and not to be anything more than making sure I have not -- have been missing something in this evidence, because it is so typically found in the evidence, and I did ask a question, and I got these tables instead, I believe, that I thought perhaps I had missed it.  And while I appreciate the offer, I will think about it while we're here, but I am not going to ask you to do that at this moment.  I just wanted to clarify that I had not missed it.


Sorry, Richard, I have one more.  You answered this quite clearly.  I just want to make sure I have it correctly.  Your proposal now in one of these adjustments is to adjust your weighted cost of capital to the Board's default 13 per cent, and that's one of the adjustments that will happen when you update the work form.


MR. PETTIT:  And I believe that adjustment was factored into my September revenue requirement work form.


MR. BATTISTA:  You mean the allowance.


MR. GARNER:  Yes, the allowance.  Sorry, Richard, I am not being clear.  Yes, the allowance.  Thank you.


[Microphone not activated]

Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  So I would like to ask for the narrative.


MR. PETTIT:  Okay.


MR. BATTISTA:  Okay.  Can you state that out in an undertaking?  That would be Undertaking JT5.


MR. RUBENSTEIN:  Please provide a narrative variance between 2008 and 2012.


MR. PETTIT:  For rate base.


MR. RUBENSTEIN:  For rate base.
UNDERTAKING NO. JT5:  TO PROVIDE A NARRATIVE VARIANCE BETWEEN 2008 AND 2012 FOR RATE BASE


MR. BATTISTA:  And that's 2008 Board-approved or 2008 actual?


MR. GARNER:  See, usually I would -- sorry, Richard, I don't want to jump in and do Mark's undertaking, but --


MR. RUBENSTEIN:  No, please.


MR. GARNER:  -- usually the one that I'm looking at is between the Board's approved, and I know that you should have that for Erie Thames proper, because that seems to have had a fairly straightforward life.  I think the more difficult is the one between the other two acquired utilities.  As you have pointed out, that seems to be hard for you, because you have acquired them, and you don't have the story in some sense, right, to what happened.  And I appreciate that.


So I can't speak for Mark, but I know that will be a difficult narrative for you to create, since you're not there.  But to the extent that you can, maybe separate those and provide their last Board-approved, any of the major items, that would be, you know, helpful.


MR. PETTIT:  So potentially I could take Erie Thames standalone 2008, take my 2012, and subtract off the rate base that was applied for in 2010 from the other two, and then you are at least getting a comparison of, here is Erie Thames in the beginning and here is Erie Thames in the end.  But to me it was...


MR. GARNER:  Well, again, I mean, Mark is asking for it, so I'll let him --


MR. RUBENSTEIN:  Well, I'm asking for your potential undertaking before.  But, I mean, the big thing on the variance is it is not over sort of four years.  It's sort of a year over year, which then sort of allows you to match up with the expenditures in any given year.  That is what I am looking for, more than sort of over a four-year period.  That's not as helpful.


MR. STOLL:  So just going through it, so this is in addition to what was Exhibit 2, tab 1, schedule 3?  You want a more detailed breakdown of that?


MR. GARNER:  You know what?  As an example, the one I looked at, because I wasn't sure when I looked at the filing what was there, I went back and looked at another utility that recently filed.  It was similar in size to Erie Thames.  It was Norfolk.  And if you look at Norfolk's most recent cost-of-service filing, you'll see they do a little variance analysis between their last Board-approved and what they are seeking.  It's not long.  It's relatively short and straightforward, but it would be an example of what I would like to see.


MR. BATTISTA:  Or in the alternative, if what you are seeking is to see how well the -- in terms of capital expenditures, which are before -- you know, really impact rate base to a large degree on an incremental basis, Mark, for Schools, is it what you are looking for is really Board-approved capital 2008 actual, explain the difference, 2009 actual capital spent versus 2008, or is it really rate base, which includes the working capital, as well as the impact of accumulated depreciation?  So it's...


MR. RUBENSTEIN:  Well, I can see the accumulated depreciation and working capital easily on the forms.  It's more of capital expenditures.


MR. BATTISTA:  It's really the capital expenditures?


MR. RUBENSTEIN:  Yes, and I'm looking at --


MR. BATTISTA:  It might simplify things.


MR. RUBENSTEIN:  -- 2, 1, 3.


MR. GARNER:  That is why I was using Norfolk, Richard, as an example.  They had one from 2008 Board-approved to their filing, and it's a relatively small descriptive of the major capital expenditures from last Board-approved and how they've --


MR. BATTISTA:  So that might be easier, and it's not cluttered up with working capital allowance and accumulated depreciation, so it's up to you, Mark.


MR. STOLL:  Can you give us the description of exactly what you want just one more time, Mark?


MR. BATTISTA:  It's not for me.  I am trying to make sure the information we ask for is...


MR. RUBENSTEIN:  So year-over-year variance on essentially capital expenditures?


MR. BATTISTA:  Between 2008 and 2012.


MR. RUBENSTEIN:  Yes.


MR. BATTISTA:  Any more questions from the intervenors on Exhibit 2, rate base capital?  No.


Board Staff have a couple of questions.  And in this area, Green Energy Act is included, so we will start with a few questions on the Green Energy Act.

Questions by Ms. Azaiez:


MS. AZAIEZ:  Good morning.  Based on the OPA letter you just filed, there seems to be a discrepancy in terms of the numbers of FIT and microFIT projects that you received.  So I just wanted to go over that and make sure that the numbers you have are those you will be planning to connect over the 2012-2016 time frame.


So could you verify that?


MR. PETTIT:  Can you tell me where you are referencing that information?


MS. AZAIEZ:  The OPA letter you just filed, and that would be page 2.


MR. PETTIT:  Was it filed in response to IR?


MS. AZAIEZ:  Yes, it's in response to IR 17a).


MR. PETTIT:  And which page?  Okay.


So it says -- this letter says that 59 microFIT projects have been approved and connected.  Is that what you are referencing?


MS. AZAIEZ:  Yes.  That is what your plan actually says.  The OPA, however, mentions different numbers in terms of what they have received for those contracts.  I just wanted to make sure that we are on the same page, especially since in your response to Board Staff Interrogatory 19c), asking for forecast of connections over the 2012-2016 time frame, you have indicated that you have no connections planned or required, so I want to make sure that this is the case, that you have connected everything that you have thus far and so there is nothing in the pipeline, or you think there is no -- there are capacity constraints, and you won't be actually able to connect further projects in the future.


MR. PETTIT:  I believe there are capacity constraints, but I can't speak to that; this isn't my area.


It's something I am going to have to take back to our staff and get them to further comment on.


MS. AZAIEZ:  So you are not aware of whether you have connected some projects already or not -- would you be able to give the numbers of projects that you have received, the contracts you have received from the OPA, the ones you have connected so far and the ones you will be connecting in the future?  That would be helpful.


MR. PETTIT:  Okay.


MR. BATTISTA:  So that would be the undertaking, then?  It would be JT6; it would be a description of the FIT projects that have been connected to date and the FIT projects planned to -- by year, between 2012 and 2016.


MS. AZAIEZ:  And if there are any costs associated with those for your utility.


MR. PETTIT:  If it says 59, but Hydro One has said we are constrained and you can't connect these 12, we need just make mention of that.


MR. STOLL:  It is FIT and microFIT?


MS. AZAIEZ:  Yes.  And the quantum for the costs.


MR. BATTISTA:  Yes.  The costs related to the connection borne by the utility.


MR. STOLL:  Right.  Okay.

UNDERTAKING NO. JT6:  to PROVIDE NUMBER OF FIT AND MICROFIT PROJECTS connected to date and planned for 2012-2016, AND QUANTUM FOR THE COSTS.
Questions by Mr. Battista:


MR. BATTISTA:  That's the only question from Staff on the Green Energy Act.


I have a couple of questions on just gross plant and rate base, and it might be superseded by the information that came out last night, so bear with me here.


If we go to Board Staff Interrogatory 9, and that's where we laid out the gross plant, there is some confusion as to whether it's net fixed assets or gross plant, and gross -- and it was clarified by the applicant that the numbers presented are gross plant additions and not net fixed assets.


On that table -- so if you go on the table that's presented in response to 9 -- there is an average number of 2.6 –- 2,664,000 as being the average gross plant additions between 2008 and 2009, and averages are sometimes useful in comparing things.


In the evidence, though, in the IR -- and the IR was built on the evidence -- the average for 2008 to 2011 is quoted as 2,621,000.  There is a $40,000 difference there.  I just want to confirm that the true average, 2008, 2011 --and that's 2011 forecast, I guess, and not actual -- is 2,621,000, and not the numbers shown in the IR response of 2,664,000.


MR. PETTIT:  Yes, correct.


MR. BATTISTA:  And the second question is at -- in the interrogatory, Board Staff asked for an explanation of the nature of the assets being transferred from the affiliate, and that that happened in 2010, and you really didn't answer that question.  I think that the amount of the transfer per the table is 1,576,000.  And can you -- is it the vehicles, or is there something else than the vehicles?


MR. PETTIT:  Just vehicles, is the only thing that's been transferred from our affiliate.


MR. BATTISTA:  So it was $1.5 million worth of net asset value, vehicle?


MR. PETTIT:  Yes.


MR. BATTISTA:  In Question 11, there is a rate base table, and at least for -- I guess there was -- the numbers were a bit different, I think, because of the treatment of depreciation and whether a half-year rule was being used or not used.


My assumption is all of that's going to be clarified or made consistent in the numbers you are going to come forward with, because it appears -- and that's just speaking broadly -- that in some cases, depreciation for the test year is calculated like a full-year amount versus a half-year amount.  So...


MR. PETTIT:  I think that was fixed in the Energy Probe questions surrounding amortization, and a half-year rule was and should be applied consistently, yes.


MR. BATTISTA:  In the revenue requirement work form, as well as in the supporting numbers with respect to rate base?  Okay.  That's the working understanding.


In that same question, question 11, Board Staff 11, Board Staff had asked for an explanation as to how much of the change between 2008 actual gross plant, after you take out the amounts for Clinton and West Perth, and you say that the difference now is like $900, but if you go to -- the question had to do with the gross plant amount.


So the difference between Board-approved and actual on a combined basis, and then broken out, and it was trying to explain, okay, what was the reason for the variance between actual 2008, Board-approved 2008, for the old Erie Thames, and the amount is really $1 million, so there is something to be explained.


Now, I think that's going to get captured anyway in your response to School's undertaking, so that's...


The next question, this is just an operating one.  Question 12, we had asked, of the $150,000 that is budgeted for pole replacement pretty much on an annual basis, and the question -- it was noted in the evidence that these expenditures take place in the first quarter of the year, and this -- the question sought confirmation as to whether this was like the first quarter of the calendar year, and you said, yes, January, February, March, and just from an operating point of view, is that the best time from an efficiency point of view to be replacing poles, operationally?


MR. PETTIT:  I can't really speak to that.  That is our operations department, and they have developed the plan.  They may have misspoke, in terms of the first quarter.  Maybe it was second quarter.


We typically tree-trim in the first quarter, which makes total sense.  I can double-check with our operations department to make sure they didn't misspeak --


MR. BATTISTA:  Could you take an undertaking?  That would be JT7, and it's to confirm when the pole -- in which quarter the pole replacements take place, the months, and the ancillary question, which is the original -- is the next question as to, is that the most efficient and effective way, timing-wise, for pole replacement program.

UNDERTAKING NO. JT7:  TO CONFIRM IN WHICH QUARTER THE POLE REPLACEMENTS TAKE PLACE AND WHETHER THAT IS THE MOST EFFICIENT AND EFFECTIVE WAY, TIMING-WISE, FOR THE POLE REPLACEMENT PROGRAM

MR. BATTISTA:  I have no more questions on rate base.

Questions by Mr. Aiken:


MR. AIKEN:  I just want to jump in.  I do have one question, and it relates -- if you go back to Board Staff 9 that Richard just took you through, and I see there in the summary of additions to net fixed assets and the response to part b), you have got about 2.4 million for 2011 bridge year, and that, I assume, was the forecast.


MR. PETTIT:  Yes.


MR. AIKEN:  And what you provided in the continuity schedule last night shows 3.3 million.  Is that an actual for 2011?


MR. PETTIT:  And which response to you was that?


MR. AIKEN:  I am looking at the spreadsheet that you filed yesterday, appendix 2B, the fixed-asset continuity schedule, and I am looking at 2011.  The additions to gross plant totalled $3,334,935.


MR. PETTIT:  Yes.


MR. AIKEN:  So I just wanted to confirm whether that was an actual for 2011.


MR. PETTIT:  I believe so.  Let me validate that for you.  


Maybe at break I will look, and then I will respond after.
Questions by Mr. Battista:


MR. BATTISTA:  I did have a question of a tax nature, but I posed it under -- originally the IR under rate base, so I might as well address it now.  And that would be the question on 13b).  And it has to do with the vehicles that were transferred from the affiliate back to the utility.


And in your response, I believe you confirm that the transfers value-wise were brought back to the utility and recorded at their net value, their net book value.


And the question would be -- was in regard to, well, what value sort of was used in calculating the taxes, or whether -- I guess it was, how did you set the value, and the value was net book value.  So -- and you said it's net book value, so the question is, is that, as the asset is brought back into the utility, when you go to calculate the taxes, are they calculated on an accelerated depreciation basis, so that there is less assets to be expensed against income to calculate tax?


MR. STOLL:  Are you saying -- I am trying to understand the question.  Are you asking if the --


MR. BATTISTA:  Is there a difference between the tax value and the financial reporting value --


MR. STOLL:  For the calculation of depreciation?


MR. BATTISTA:  And how you -- yes, yes, for tax purposes.


MR. STOLL:  Right.  Yes.  It's a straight-line depreciation, so there is no accelerated --


MR. BATTISTA:  So the value of that asset, the net value for that asset for depreciation for financial reporting, is the same as what's used to calculate your tax, because in some companies there is a difference.


MR. PETTIT:  No, there is no difference.


MR. BATTISTA:  Okay.  Thanks.


Okay.  The next area is operating revenue, Exhibit 3.  And would you like to take a break now for ten minutes, or would you like to keep going?  Do we have many questions on this subject area?


MR. AIKEN:  I've got a few follow-ups.  Let's go ahead.


MR. BATTISTA:  Let's push on.  We may as well push on, thanks.


MR. HARPER:  My first question has to do with your response to VECC 33b).  Here we asked you about, we'd observed an increase in late-payment revenues between 2010 and 2011, asking you why, and your response was that the late payment revenue reported for 2010 had been only the smaller Erie Thames revenues, whereas the 2011 revenues had been the combined entity revenues.  And I guess -- turning to that table, I guess that got me wondering whether or not -- and if we go to that exhibit, which is Exhibit 3, tab 3, schedule 1, page 1, and we look at the 2010 revenues that are reported there for the different elements under operating revenue, I was just wondering whether the late payment charges was the only one where this problem of it being the smaller Erie Thames as opposed to the combined entity was reflected in the 2010 values, where there were other 2010 values there were that was also the problem, and therefore 2010 was not comparable to 2011.


MR. PETTIT:  I am just trying to find the table.  Sorry, Bill.


All right.  So we have 2010 actual at 555 and 2011 bridge at 911.  And the late payment from 84 to 139, late payment was only Erie Thames; no West Perth, no Clinton.


MR. HARPER:  Right.  I guess I was wondering whether any of the other sort of other distribution revenues reported there for 2010 were only Erie Thames as opposed to the combined entity, as well, whether that was the only one, and whether this -- this made a problem with the comparisons.


MR. PETTIT:  In looking at it, I am thinking it's across the board.


MR. HARPER:  Because I was wondering whether it would be possible for you to give us sort of what were the actual 2010 revenues for each of those of the distribution line items for the combined entity in each case, so we have an actual basis.  And actually I guess now we are at the point where you can probably just update that and give us actuals for 2011 and make sure they're the actuals for the combined entity in each case, so that we can then compare those for forecast values, and know we are comparing apples to apples throughout the process.


MR. PETTIT:  Yes.


MR. BATTISTA:  So that would be Undertaking JT8, and Bill, can you repeat it, please?


MR. HARPER:  With respect to the tables shown on Exhibit 3, tab 3, schedule 1, page 1, provide the actual values for 2010 and 2011 for each line item for the combined Erie Thames entity.  Okay?


MR. BATTISTA:  Thank you.

UNDERTAKING NO. JT8:  WITH RESPECT TO THE TABLES SHOWN ON EXHIBIT 3, TAB 3, SCHEDULE 1, PAGE 1, to PROVIDE THE ACTUAL VALUES FOR 2010 AND 2011 FOR EACH LINE ITEM FOR THE COMBINED ERIE THAMES ENTITY; to explain changes that are materially different from forecast


MR. HARPER:  My next question had to do with -- maybe Mr. Aiken had a question in the same area -- had to do with your response to Energy Probe 22e), which was dealing with forecast interest income for 2012.


You talked about the income not being included in the table, and I think you had already in your response to a previous undertaking indicated you were going to be including some interest income for that year.


I guess all I would ask in supplement is, if the number is materially different than what you have forecast in here for 2011, if you could maybe explain the difference as part of that earlier undertaking.  That would sort of help us as we move forward.


MR. PETTIT:  Should that be included in JT8, then?


MR. BATTISTA:  Yes, that would be included in 8.  It is understood that the description is a bit more expanded.


MR. HARPER:  That's all the questions I have on revenues, thanks.


MR. BATTISTA:  Thank you.
Questions by Mr. Aiken:


MR. AIKEN:  The questions I have are all in the response to Interrogatory No. 43, part c) that was filed yesterday.  I will just -- I will start with the interest income that Bill talked about.


The second bullet point under the response to part c) says:

"Lastly, interest income should be included.  2012 year-to-date amounts will be provided as the basis for the forecast to be included in rates."


So can you provide your most recent year-to-date interest revenue for 2012?


MR. BATTISTA:  I presume you don't have that number with you?


MR. PETTIT:  No.


MR. BATTISTA:  So it would be an undertaking, JT9.


So that would be the most recent forecast for 2012, other interest income?


MR. AIKEN:  No, the most recent year-to-date actuals.


MR. BATTISTA:  Oh, for '12?  Okay.  Restate that: it's the most recent year-to-date actuals to 2012.

UNDERTAKING NO. JT9:  to PROVIDE 2012 YEAR-TO-DATE ACTUALS for other interest income

MR. AIKEN:  Then my other question has to do with the SSS admin fees.  Can you provide -- and this may be in the evidence someplace else.  I just couldn't find it this morning.  But can you provide the actual triple-S admin fees for 2010 and '11 on an actual basis, and what your forecast is for 2012?


MR. BATTISTA:  That would be JT10, the SSS fee actuals, 20 --


MR. PETTIT:  2012?  You want year-to-date?


MR. AIKEN:  Yes, forecast for 2012 and the year-to-date numbers.  Sure.


MR. BATTISTA:  So that would be the SSS for 2010 actual, 2011 actual, 2012 year-to-date and 2012 forecast.

UNDERTAKING NO. JT10:  to PROVIDE SSS admin fees FOR 2010 ACTUAL, 2011 ACTUAL, 2012 YEAR-TO-DATE AND 2012 FORECAST

MR. AIKEN:  And that's all the questions I had on other revenues.


MR. BATTISTA:  Schools?  Nothing?


Mark, do you have any more questions on that?  No?


Okay.  So do you want to break now until about 10 after 11:00?  And we will start with the operating costs, Exhibit 4.

--- Recess taken at 10:54 a.m.


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

MR. BATTISTA:  As I mentioned before the break, we will continue with Exhibit 4, operating costs.  Bill, would you like to start?  Do you have any questions, or Mark?
Questions by Mr. Garner:


MR. GARNER:  Thank you, Richard.  I do.  Just jumping in here, trying to find them.  The first one would be in VECC IR No. 42.  And in this interrogatory we asked you to put together an employee table, employee cost table, with the Board-approved 2010, and you provided a table.  It's at page 48 of the interrogatories, the page number on the PDF file.  You provided a table which I am having a little bit of trouble deciphering what that table means.


And so I can see -- if you look at this table, you will see that it has for what is called LRY Board-approved 87 as a total, 87, FT, 87, 87, 74, 45, and 45.  And it's the 87, 87, 74 I don't understand.  And when I go back to the appendix 2K, where the original table was, you had something quite different from that one, and that had, for LRY, actual 2, and then 2009 it had 15, 2010 it had a total of 34.  Can you help me put that together?


MR. PETTIT:  So what I interpreted your question as, because you wanted to include FTEs so you could kind of straight-line it.  The problem I had was our affiliate had a lot of FTEs that didn't do 100 percent of their job for the regulated entity.


MR. GARNER:  Right.


MR. PETTIT:  So I was including all the FTEs from our affiliate.


MR. GARNER:  I see.  So it's not a pro-rated or allocated number.


MR. PETTIT:  I really didn't know how to take it that direction.  I mean, we were virtual utility last Board-approved, virtual utility in '08.  We started to move some staff back in in '09.  There was the strike in '09, and that's why you see it drop in 2010, our affiliate.


MR. GARNER:  Well, maybe you can help me in some fashion or help us in some fashion.  What I am trying to do -- and if you can help with that, is -- what I am trying to do is take a look at your 2010, which I believe is your full year, of a staff of 34.


MR. PETTIT:  Can I offer maybe a solution?


MR. GARNER:  Sure.  That would be great.  That's...


MR. PETTIT:  So why don't I talk all the staff that were moved into ETPL and include them in the last Board-approved year, the last rate year actual, because essentially we moved the staff that do Powerlines' specific functions back in when we retrenched, so instead of giving you the whole cornucopia of affiliate staff, just give you the affiliate staff that were eventually moved back in.


MR. GARNER:  Right.  That would be helpful.  I guess what I am looking to you to do is what you think is the best picture of the last approved and then the 2009, 2010, so when we are talking about this later, perhaps in the settlement conference, we are not arguing about where the FTE number has gone.  You yourself can say that's a good estimate of what we started with and where we are going.  That's what I am really trying to achieve.


MR. BATTISTA:  So that would be undertaking JT11.  And Mark, would you give us a quick summary?


MR. GARNER:  I think the summary would be that Erie Thames will go back and attempt to show for the last year actual 2009 -- and 2009.  Sorry, the last year actual Board-approved and 2009, it will attempt to show the number of FTEs for the commingled utilities up until 2010.  Maybe you can say it better than me.

UNDERTAKING NO. JT11:  TO SHOW THE NUMBER OF FTEs FOR THE COMMINGLED UTILITIES UP UNTIL 2010 FOR LAST YEAR ACTUAL BOARD-APPROVED AND 2009 IN THE FORM OF 2K; to explain difference in customer cost per fte

MR. PETTIT:  So when you say "commingled" you mean the affiliate staff too, or just Erie Thames, West Perth, and Clinton?


MR. GARNER:  That's what I mean, but there are affiliate staff that are allocated, right, on some basis.


MR. PETTIT:  Okay.


MR. GARNER:  And so what I am trying to do is find out what the allocation would equal in FTEs, right?  That's really what I am trying to do.


MR. BATTISTA:  Thank you.


Mark, do you have any more questions?


MR. GARNER:  Sorry, Richard, Mark may want to add to my undertaking.


MR. RUBENSTEIN:  I had a similar question.  And in response to VECC 42 -- and I had asked a similar question somewhere, SEC 13.  It was to provide an updated or sort of the modified 2K to include sort of the affiliates.  So could you provide Mark's response -- undertaking in the form of the 2K?


MR. PETTIT:  In the form of the 2K?


MR. RUBENSTEIN:  And that would include the entire 2K.  So you have only included the 2K part.  That is just is the numbers.  But sort of the financial information that flows from those employees.


MR. GARNER:  Mr. Battista, can I move on from that one?


MR. BATTISTA:  Yes.


MR. GARNER:  Thank you.  I am sort of jumping around here, because I am going to go next to Interrogatory No. 36 of VECC, and this is where we asked you to provide the cost 2008 through 2012 -- the cost of voluntary memberships, such as the EDA, et cetera, and the response was the predecessors or members of the EDA, no other voluntary memberships are applicable, but what I was looking for was a dollar number for each one of those years.


MR. PETTIT:  Historically I won't be able to get you anything for West Perth or Clinton.


MR. GARNER:  Okay.  As long as you just clarify what it is I am looking at, and that will work with it from there, so as long -- what I am trying to figure out is what those membership fees are, and if there are other voluntary memberships.  Some people also do some with another electrical -- not the ESA, but some other electrical associations of some types.  CA?  Yes, it might be CA.  Sometimes we see that also.  Thank you.


MR. BATTISTA:  So that would be Undertaking JT12, and that's to provide the costs for voluntary memberships, such as the EDA, between 2008 through to 2012.

UNDERTAKING NO. JT12:  TO PROVIDE THE COSTS FOR VOLUNTARY MEMBERSHIPS, SUCH AS THE EDA, BETWEEN 2008 TO 2012

MR. GARNER:  Thank you.  And I just want to clarify and make sure I am absolutely crystal-clear.  Whatever the other memberships are, I want the EDA's numbers separated from those so I can understand precisely what those are.  Thank you.


Now, I am looking for the interrogatory, and it may not even be in this section, but I will ask it here, because I know it comes up someplace.


As I understand, I believe Board Staff asked you whether you had the -- sorry, my mind is going blank -- the LEAP funding -- sorry, the LEAP funding in your application, and I believe you answered you did not, and I guess I am wondering why you do not have LEAP funding in the application.


MR. PETTIT:  Just an oversight.


MR. GARNER:  Are you going to amend it as part of this exercise to include that?


MR. PETTIT:  Yes.


MR. GARNER:  Thank you.


MR. BATTISTA:  I was going to have a similar question.  So you are not going to absorb it within your OM&A request.  You are going to increase your OM&A request by that percentage.


MR. PETTIT:  Yes, and I can include that in JT2 in the revenue requirement work form.


MR. BATTISTA:  Okay.  Thanks.


MR. GARNER:  I think I will cede the floor to my friends for a minute while I just look through the rest of this.  Thank you.


MR. BATTISTA:  Randy?
Questions by Mr. Aiken:


MR. AIKEN:  I've just got one question, I think, and it's on Energy Probe No. 44, and it was filed yesterday.  Part a).  There is a table there that starts with 2008 Board-approved and goes through the 2012 test year.  And it's basically -- I guess my question is, is the 2008 Board-approved number, is that for the three areas together, or is that just for the old Erie Thames?


MR. PETTIT:  That's just the old Erie Thames, and then the 2008 actual is the three together.


MR. AIKEN:  Okay.  So for 2008 Board-approved, you don't have numbers for Clinton and West Perth.


MR. PETTIT:  Not unless I add in Clinton and West Perth actuals.


MR. AIKEN:  Could you give us the Clinton and West Perth actuals for 2008?


MR. PETTIT:  Yes.


MR. BATTISTA:  That would be Undertaking JT13.


MR. PETTIT:  They are detailed in Exhibit 4 by year, separate.

MR. AIKEN:  Okay.  Maybe you can just give us the reference to where they are.


MR. PETTIT:  So Exhibit 4, tab 2, schedule 1, CPC, WPPI, there is a column for each and a total, 2008. 


MR. AIKEN:  Okay. 


MR. PETTIT:  Page 9, 10, 11 and 12. 


MR. AIKEN:  Okay.  Thanks.  Those are all my questions. 


MR. BATTISTA:  Mark from SEC? 
Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  I actually have much fewer questions now.  The first would be VECC 37, which is essentially -- you were asked to provide OM&A costs per customer and FTE for the cohort utilities.  And I was wondering if you could update that using the recent -- the 2011 yearbook numbers.


MR. PETTIT:  2011?  So they're --


MR. RUBENSTEIN:  Yes.  2012 yearbook -- I'm sorry?


MR. PETTIT:  When I finished this question, I couldn't find any detail on the Board's website for 2011.  It's there now?


MR. RUBENSTEIN:  It was released last week -- two weeks ago, the latest yearbook. 


MR. PETTIT:  Okay. 


MR. BATTISTA:  That would be assuming you are accepting the undertaking.


MR. PETTIT:  Yes.


MR. BATTISTA:  JT13, and that's to update the cost per customer of ETPL's cohort of utilities, using the 2011 Board data. 

UNDERTAKING NO. JT13:  to UPDATE COST PER CUSTOMER OF ETPL'S COHORT OF UTILITIES, USING 2011 BOARD DATA.
Questions by Mr. Garner:


MR. GARNER:  Richard, I might want to add to that undertaking.  Can I just ask a question about the OM&A cost per customer, which is at Interrogatory No. 40, Board Staff?


And in that interrogatory you have listed the number of FTEs, and in that table the number of FTEs is listed as 45, and in respect of my earlier request to update the table related to –- I think it's appendix 2K, what I am trying to figure out is how that number, 45, and those FTEs are related to the numbers that we are going to be talking about.


MR. PETTIT:  So which Board Staff IR?


MR. GARNER:  I believe it's Interrogatory No. 40, and there is an OM&A table, OM&A cost per customer and per FTE table in there, and there is number of FTEs in that table and they are consistently listed as 45. 


MR. PETTIT:  All right.  Okay.  I can update that to reflect the change.  I just kept it flat for consistency's sake.  I mean, we were virtual -- we really haven't changed our staff complement since we repatriated staff, so to speak.


MR. GARNER:  Right, and I guess the question will be is there should be some consistency, it seems to me, between all of -- the two of those things, and as long as you find a way to make those consistent, it gives us a place to talk, where we can talk about that. 


MR. BATTISTA:  So just to be clear, does that mean that the previous undertaking having to do with employee numbers will include an updated OM&A cost per customer and FTE table?


MR. PETTIT:  Sure.


MR. BATTISTA:  Is that what you have agreed to, or...


MR. GARNER:  I am indifferent as to whether what is chosen to do is update the table of OM&A and change the FTEs or whether they choose to provide an explanation as between why they are different, and...


MR. BATTISTA:  But it will be subsumed in the previous -- in 11, right?  JT11?


MR. PETTIT:  Okay. 


MR. BATTISTA:  Unless you want a separate undertaking for that.


MR. GARNER:  I think you can add it one of the two that were just made, the one that was made by Mark or the one that was made before.


MR. BATTISTA:  13 is the cohort of utilities, and that is per customer, not employees.


MR. STOLL:  Can I just ask a -- is part of what you are seeking to see if the FTE used to calculate the cost per customer is in that table?


MR. GARNER:  There is a customer per FTEs in this table, and of course the question that arises is that number, is 45.  There is a table that is going to be revised that may have different numbers.  The difference between those two seems to me to have to be resolved in some fashion.  Someone has to explain why there would be a difference between those two numbers, right?  Or maybe there isn't a difference and it should be just be corrected, but I leave that to you.


MR. BATTISTA:  So you can make that as part of your response to 11, I guess, JT11?


MR. STOLL:  Yes. 


MR. GARNER:  I think I am done. 


MR. RUBENSTEIN:  While we are still talking about employees, SEC 12, I had asked:

“For each new position added since 2009, please provide a justification."


And you wrote:

“No new positions have been added.  Existing affiliate employees performing solely LDC work were moved back into the LDC."


I will tell you what I am looking for, and we can figure a way out to answer the question or if there is any information needs to be provided.


When you were a virtual utility, you had multiple people doing, let's just say, one task that one person is doing now; would I obviously be correct that way?


MR. PETTIT:  Yes.


MR. RUBENSTEIN:  I am trying to figure out -- and I know that, at least between 2012 and 2011, you have the same employee complement -- what sort of new functions or sort of new employees, so FTE equivalents, have been sort of added.


MR. PETTIT:  So was there a new role added, essentially?


MR. RUBENSTEIN:  Yes.


MR. PETTIT:  As times have changed, and we added an engineering role that we didn't have prior -- as we have added employees or a new role, not necessarily changed the staff complement but added a position that didn't exist in '09, '08, and a function wasn't provided in that time frame?


MR. RUBENSTEIN:  Yeah, I think that's part of it.


MR. STOLL:  Is it the movement, the actual movement of the employee or is it the new positions, or is it both?


MR. RUBENSTEIN:  Well, I think normally what would happen is you would see 40, 40, 41, 41, and you could sort of map:  Okay, we have added a new finance person or something like that.


And now because of the virtual utility model you had before and because you -- I mean, generally it's harder when you have that -- if you are multiple people doing it, and also because you haven't allocated them on sort of a full-time equivalent basis, which you are now going to do an undertaking.


So maybe, then, the best way to do this would be when you do that, explain the variances in the account over the years, sort of what makes up for that.


MR. PETTIT:  So adding to JT11, explain any changes?


MR. RUBENSTEIN:  Yes.  That's probably the best way to do it. 


MR. PETTIT:  Okay.


MR. GARNER:  Richard, I did have one more before we move on from operating costs.


MR. BATTISTA:  Okay.  Mark, are you done?


MR. RUBENSTEIN:  No, I have one more, and this would be -- VECC 40, you were asked to please provide an explanation of the 85,000 for ongoing regulatory consulting, and then you wrote:

“ETPL inadvertently lists these costs as ongoing.  They are, in fact, one-time costs for the rate application."


So the first question is:  For normally, with all your other rate application costs, are you amortizing them over the IRM period?


MR. PETTIT:  Yes, so that 85 grand is --


MR. RUBENSTEIN:  Is actually amortized over?  Or do you need to now change it to amortize over?


MR. PETTIT:  It is already amortized.


MR. RUBENSTEIN:  Perfect.  Those are my questions.


MR. GARNER:  That was my question he stole from me.

Questions by Mr. Battista:


MR. BATTISTA:  Board Staff have a couple of questions.


I refer you to Board Staff Interrogatory 34.  And in the response to 34, Erie Thames mentioned that there are cost savings on the audit side as a result of combining the companies.


And when the MAADS application -- when you came forward for your -- with your amalgamation proposal under EB-2010-0386, I believe you presented, and the Board put into its decision approving that amalgamation in its decision and order, that there should be about 91.7 thousand dollars of savings beginning in 2012 as a result of the amalgamation.  And these are operating costs, I believe.


You have mentioned the 25,000 here.  Can you confirm that the balance have been reflected in your OM&A requests for 2012?  And if so, can you give us some examples of how we get between the 25- and the 90,000?


MR. PETTIT:  Okay.  The approach we took is we recognized that we had efficiencies --


MR. BATTISTA:  Can you raise your voice a bit?


MR. PETTIT:  The approach we took is we knew we had -- we recognized we had efficiencies by merging, so the approach I took was taking my forecast 2011 with my inflation increase and then actually dial it back from there.


So if you take our 2011 forecast at the beginning, multiply that by 3 percent in total OM&A, and then subtract what I actually am requesting in 2012, the difference is about $150,000 lower.  So we have incorporated --


MR. BATTISTA:  So you did it mathematically.


MR. PETTIT:  Yes.


MR. BATTISTA:  As opposed to 25,000 due to audit, you know, 15,000 due to combined purchasing, saving --


MR. PETTIT:  The audit piece I did mathematically, go in and -- minus 25,000, but the remainder I knew I needed to reduce in areas.


MR. STOLL:  Are you looking for some further information on that, Richard?


MR. BATTISTA:  No, it was just that there was an expectation in the Board's decision that $90,000 would be saved in a concrete way.  You have identified 25,000 of that.


MR. STOLL:  And I think probably the response around the membership fees will provide a little bit more as well, so some of it may come out indirectly through some of the other responses.


MR. BATTISTA:  Just have sort of a list, I guess, of the things that happened that reflect the efficiencies as a result of amalgamating.


MR. BATTISTA:  Board Staff 35.  In this question, Board Staff asked for the underlying calculations which were used to generate the service costs of the services provided by your affiliates, and you went on to present a verbal -- or a written description, a qualitative description about rent and IT infrastructure, legal, and audit, but what we don't have is really the actual calculation that says, okay, the affiliate as an entity, you know, pays $100,000 in rent.


The utilities part, based on a square-footage allocation, 1,000 square feet divided by 20,000 square feet times the amount gives you the cost to the utility.  So that there is a sense of how things are weighted and pro-rated between the utility and the affiliate, so we get an idea of total costs incurred by the affiliate, and these costs are allocated out, but what is the mathematical calculation underpinning the amounts allocated out.


And the amounts allocated out are shown in the table presented in 35, you know, the answer to question 35, and that's straight from your evidence, but it's really how you get to that number.


MR. STOLL:  So for example, the rent on the building in Ingersoll that is basically solely for ETPL's use, how they came to that number --


MR. BATTISTA:  Yes, well, it would say -- it's really to get an idea -- often when you are talking about allocation of corporate costs or centrally held costs, there has to be sort of a sense of whether it's reasonable or not.


MR. STOLL:  Right.


MR. BATTISTA:  Why is the utility picking up what it's picking up?  And so you need the basis of the numbers.  So the affiliate may have in total $100,000 of rental costs, and 98,000 are allocated to the affiliate -- or to the utility.  We can't tell that from the table.  All we see is what the utility is being charged, not what portion of the total costs is being charged to the affiliate – or to the utility.  So it applies to things like rent or services, and it also applies to things like the allocation of time and -- you know, from the executive.  So it gives us a good idea of what proportions are allocated.


MR. PETTIT:  So is that JT14 then?


MR. BATTISTA:  Yes, that would be JT14, and it would be to provide the actual calculation of the allocation of affiliate costs to the utility, starting with the total cost at the affiliate or corporate level and then split between the utility and the other affiliates.


MR. PETTIT:  Okay.

UNDERTAKING NO. JT14:  TO PROVIDE THE CALCULATION OF THE ALLOCATION OF AFFILIATE COSTS TO THE UTILITY, STARTING WITH THE TOTAL COST AT THE AFFILIATE OR CORPORATE LEVEL AND THEN SPLIT BETWEEN THE UTILITY AND OTHER AFFILIATES

MR. STOLL:  So -- and I guess for the rent, like, the one building is, like, only used by ETPL.  It's not used -- it's owned by the affiliate.


MR. PETTIT:  Two buildings owned by corporate.


MR. BATTISTA:  Right.  Now, you would say -- then they equate to certain square footage, and then you will say the total square footage owned by the affiliate is 100,000 square feet.  Then you would say 95 percent of that is attributable to the utility, and you would say, why the 95?  Are you saying there are 95 utility employees and there are five affiliate employees, for a total of 100?  So 95 of your square footage is charged to the utility.


MR. PETTIT:  Okay.  Thanks.


MR. STOLL:  All right.  Yes, I'm just trying to understand to get the right comparator for your...


MR. BATTISTA:  It's what makes sense, and what's the basis, because you are recording these costs against the utility.  There has to be some invoicing or some calculation, so we want to see it sort of at the total level.


MR. STOLL:  Right.


MR. PETTIT:  Okay.


MR. BATTISTA:  My next question is question 41, and that's where I had asked that -- or Board Staff had asked that the cost driver table be updated such that the opening balance for any year is the closing balance of the previous year, and you have responded that, I guess from your perspective, you have done it that way.


I would like you to refer to the exhibit in your evidence that has the cost driver table in it, and that's E4, T2, S3.


MR. PETTIT:  Okay.


MR. BATTISTA:  Okay?  And if you look at the table, let's say for 2009, the –- like, the opening balance you have for 2009 seems to be the actual for 2009, which is the closing balance for 2009.  The same thing in 2010; the opening balance you have for 2010 of 5,967,000, I believe, is the closing balance for 2010.


So there seems to be a mishmash of -- I don't know if you moved your columns over or something, but -- so the last rate year actual, 2008, the closing balance of that would be, you know, 5,881,000, and that would become the opening balance for 2009.  Then you would have those things that are happening that causes your 2009 to be over, more than or less than, your 2008, and so on and so forth?


Because if you go to your --


MR. PETTIT:  I think I started at the wrong place, with opening balance LRLY actual.


MR. BATTISTA:  Yes, because it should match -- if you go one page back, you will see from the OM&A cost per customer and FTE table, you have your OM&A there, so that, you know -- so can you redo that table and the explanations, I guess?


MR. PETTIT:  Sure. 


MR. BATTISTA:  That would be Undertaking JT15, and that would be update the OM&A cost driver table found at Exhibit 4, tab 2, schedule 3. 

UNDERTAKING NO. JT15:  UPDATE OM&A COST DRIVER TABLE FOUND AT EXHIBIT 4, TAB 2, SCHEDULE 3


MR. BATTISTA:  That's it for operating expenses questions from Board Staff.  The next exhibit is Exhibit 5, and that's cost of capital and ROE.  Mark from VECC?


MR. GARNER:  I don't have any questions.


MR. BATTISTA:  No questions?  Mark from SEC?  No questions?  Randy?


MR. AIKEN:  No.


MR. BATTISTA:  No questions?  Board Staff doesn't have any questions.


Next exhibit is Exhibit 6, the revenue deficiency calculation.  Mark from VECC?


MR. GARNER:  No.


MR. BATTISTA:  No questions?  Mark from SEC?  Randy?


MR. AIKEN:  No. 


MR. BATTISTA:  No?


Next exhibit is Exhibit 7 -- 8, cost allocation rate design.  Bill Harper?


MR. HARPER:  Yes, I have got a few questions. 


MR. BATTISTA:  Go ahead, please.

Questions by Mr. Harper:


MR. HARPER:  The first one had to do with your response to both VECC 49g) and VECC 50a).


In both cases, we were basically comparing the revenues at current rates that were showing up in the cost allocation model with the revenues of current rates that you are reporting in Exhibit 6, which is basically where you go through the calculation of the deficiency and noting there was a difference and asking why.


And your response was that the cost allocation required one set of rates and one set of volumes, billing determinants, in order to calculate the revenues, and you were working off of three service areas and that's why the numbers didn't reconcile.


What I was wondering was -- and we have had this similar issue in other utilities.  Just finished in PowerStream, actually, where they have two service areas with different sets of rates, and what they effectively did there was come up with an average set of rates that yielded the revenue requirement -- excuse me, that yielded the revenues at current rates, based on the -- basically by averaging the rates in the different service areas and coming up with a set of numbers that gave you the proper revenues.


I am wondering why there wasn't some reason why you couldn't have done that in this particular case, as well.


MR. PETTIT:  Just -- I guess it wasn't -- it didn't even cross my mind, as you are going through it.  It just 

-- you know, working to get it done.  I mean, I can try and calculate one for you and –-


MR. HARPER:  I think as part of the earlier undertaking, you were going to be undertaking to update the cost allocation model based on the new revenue requirement.


It seems to me, rather than asking you to go back and do this for an old one, maybe if you could do that for the new one you're going to updating, that would probably be sufficient in this case.


MR. PETTIT:  So that's JT4, adding update for...


MR. HARPER:  Yes.  You'd have to update the cost allocation, and maybe in doing that, I guess, in that updated cost allocation you are actually going to have to change the revenues at current rates, because your street lighting revenues will change.  And so maybe as part of all of that, if you could make sure that the correct revenues of current rates is factored into the cost allocation model that you are going to be updating?


MR. AIKEN:  And maybe I can just jump in here too.  That would also affect the revenue requirement work form?


MR. PETTIT:  Yes. 


MR. BATTISTA:  Just to be clear, are you expecting sort of two versions now, with what you are suggesting and without?  Or there is only going to be one version?


MR. HARPER:  No, I would suspect there will be one set of revenues at current rates, which will be consistent throughout the revenue requirement work form and the cost allocation.


MR. BATTISTA:  Is that the applicant's understanding?


MR. PETTIT:  Yes.


MR. BATTISTA:  Yes?  Okay.


MR. HARPER:  I guess we made a similar issue just around the transformer ownership allowance.  You seem to be having troubles getting that balance, as well.  Like, the ownership allowance now is 60 cents in each of three service areas.  So, again, I was having some trouble understanding why there was a problem in getting sort of the total amounts of discount to balance between the two when the same 60 cents applied to all kilowatts.


MR. PETTIT:  Yeah, let me look at that real quick.


MR. HARPER:  That was in response to, I think, part b), as well, the second bullet in -- in 49g) the second bullet was dealing with the transformer, just almost a subset of the same thing.  So, I mean, it seems to me one should be able to balance the transformer ownership allowance in what's in the application with what's in the cost allocation, as well, and whether you saw a difficulty doing that as part of this process.


MR. PETTIT:  I think I can make that adjustment part and parcel with the change in the revenue work form.


MR. HARPER:  Okay.  That's great.


My next question had to do with VECC 50f), and that's where we -- in the interrogatory, it had asked you to file a completed copy of the appendix 2O that's required under the Board's filing guidelines, because the one that you had filed with the application didn't match -- they didn't seem to reconcile.  And you have provided one as part of the interrogatory undertakings, but again, the values in terms of the status quo ratios provided there didn't match your cost allocation.  And in fact, to be quite honest, it didn't seem to make any sense because all the revenue-to-cast ratios were in excess of 100 percent.


Again, rather than going back and redoing this for the old cost allocation, it may be, as part of that same undertaking, you could just undertake to file an update to appendix 2O consistent with your -- sort of the cost allocation that you are going to be filing as part of the earlier undertaking, because that would also give us your position in terms of what your proposed ratios are based on the updated cost allocation, so we have a good starting point for the settlement conference.


MR. PETTIT:  Okay. 


MR. HARPER:  My final question -- and I apologize.  Actually, in the written material I sent you I had the wrong reference.  I was looking at the VECC 53b), actually, and looking at the value for the transformer ownership allowance recovery that was shown there, which was 220,188, and comparing that with the value that you had provided in the Board's updated cost allocation model, which was 236,204, and trying to sort of -- you know, which -- I assume the 220,188 is the right number?  Excuse me, 181.


MR. PETTIT:  220,181 is the correct number.


MR. HARPER:  Right.  And I guess just make sure that in the -- and I guess this is part again as part of your updated cost allocation, that will be reflected in the updated cost allocation you are going to file as part of the undertakings, assuming the loads for those classes don't change, which we haven't heard anything that would suggest that they would change.


Okay.  Those are all the questions I have, Mr. Battista.

Questions by Mr. Battista:


MR. BATTISTA:  Okay.  There are no other questions then?


I have a tax question that I inadvertently overlooked, and it has to do with PILS and account 1562.  In Interrogatory 44 we had asked the applicant to provide PILS information going back to 2001 to 2005, including -- and splitting it out between 2006 and 2012.


All this information hasn't been filed yet.  Is Erie Thames going to be filing this soon?


MR. PETTIT:  We are still working towards providing it all.  There are some gaps in terms of what is available.  We are working at rectifying that.


I did have -- I was hoping to get some clarity on the...  Sorry, bear with me.


In terms of question 4, in -- so subsection 4, in 4, question 44.


MR. BATTISTA:  Right.  And that's the 2001, 2005 tax returns?


MR. PETTIT:  Yes.  So I was hoping to get some clarity in terms of what major errors, because I worked with our accountant and we didn't see a lot of issues with our continuity schedule the way it was.


MR. BATTISTA:  So from your point of view you have answered the questions as posed?


MR. PETTIT:  Well, I just wanted some clarity.  So your question says the model filed in evidence contains major errors, and I am just not seeing --


MR. BATTISTA:  Where those are?


MR. PETTIT:  There are some inconsistencies that need to be fixed, but I am concerned I am missing -- you are saying "major errors".  I'm not -- I was hoping to get pointed in the right direction.


MR. BATTISTA:  As to --


MR. PETTIT:  As to what the major errors were.


MR. BATTISTA:  Okay.  Well, we will have to get back to you on that.


MR. PETTIT:  Okay.


MR. BATTISTA:  Now, in terms of -- so your understanding is that you have provided, though, all the historical tax returns?


MR. PETTIT:  We have provided the historical tax returns, yes.


MR. BATTISTA:  For all three companies?


MR. PETTIT:  Erie Thames.


MR. BATTISTA:  There are two other companies, though.


MR. PETTIT:  I recognize that.  For Clinton and West Perth the information from a PILS point of view is not -- I can't get my hands on it.


MR. BATTISTA:  And so what does Erie Thames propose in that regard?


MR. STOLL:  As far as providing, we can't provide information that doesn't exist, so I...


MR. BATTISTA:  Have you contacted the CRA to see whether you can get a copy of the returns?


MR. PETTIT:  We have gone that route, and it's a waiting game.  We are still trying.  First of all, we had to change the contacts with CRA.  Those people aren't employed anywhere within Central Huron or Mitchell any longer, so, you know, just even -- it is a big task just to get through CRA to get permission to get information.


MR. STOLL:  So they are still waiting for a response from CRA for the historical --


MR. BATTISTA:  You have -- and you're trying.


MR. PETTIT:  Yes.


MR. BATTISTA:  And the assumption is that somewhere on some shelf the tax returns sit?  Because there is a reality of the -- there could be a debit/credit, perhaps a credit to a customer --


MR. PETTIT:  Absolutely.


MR. BATTISTA:  -- out there which could be significant on a customer basis.  So what you are saying is you are trying hard, but you don't have an alternative to say, Okay.  We can eyeball it, or we can -- by a proxy we can try something.


MR. PETTIT:  Not at this point, no.


MR. BATTISTA:  So with respect to clarifying where the deficiencies are as noted, as posed by Board Staff, I guess the undertaking would be Board Staff would communicate with you and, based on that communication, you would respond accordingly?


MR. PETTIT:  Yes.


MR. BATTISTA:  And that would be JT.16.

UNDERTAKING NO. JT.16:  TO communicate with board staff to CLARIFY WHERE THE DEFICIENCIES ARE AS NOTED, and to respond accordingly

MR. BATTISTA:  And that would be nice to have a lawyer to see how much evidentiary support there is on that, but we will go for it -- with it for now.


Okay.  That's it on the tax question.  So the next exhibit is Exhibit 9, deferral and variance accounts.  And Randy, do you have any questions on that?


MR. AIKEN:  That depends.  Does it include stranded meters?


MR. PETTIT:  No, not yet.  That's separate metered.


MR. AIKEN:  Okay.  Then, no, I don't.


MR. BATTISTA:  Mark?  Both Marks.  Do you have any questions --


MR. GARNER:  All the smart meter one -- doesn't include any of the two smart meter issues, so, no, I don't, thank you.


MR. BATTISTA:  Mark from SEC, no.


Okay.  Board Staff have a couple of questions on the DV accounts.

Questions by Ms. Zhu:


MS. ZHU:  So my first question is, I would like to confirm whether you will be only seeking disposition of the DV balance as of December 31st, 2010 in this proceeding.


MR. PETTIT:  Yes.


MS. ZHU:  Yes, okay.  So regarding to the group 1, DV balances for December 31st, 2011, you will be seeking disposition in the next IRM application?


MR. PETTIT:  Yes.


MS. ZHU:  That is correct?  Okay.  So my next question is on account 1521.  So you state in the application that you are not requesting for disposition of account 1521, the current proceeding.  However, in one of the Board letter dated April 23rd, 2010 the Board actually requires the utility to do so in 2012 rate application.


So based on that note, I would like to ask if you are prepared to provide the account balance in 1521 for the principal balance as of June 30th, 2011, which is the end of your current period, and also the projected interest up to April 30th, 2012, separately for the three entities.


MR. PETTIT:  Yes, I can do that.


MS. ZHU:  Also, could you please update the balances in the DV continuity schedule accordingly, once you have the balances?


MR. PETTIT:  Yes.


MS. ZHU:  That will be an undertaking.


MR. BATTISTA:  So that's Undertaking JT17.

UNDERTAKING NO. JT17: to provide the account balance in 1521 for the principal balance as of June 30th, 2011, and also the projected interest up to April 30th, 2012, separately for the three entities


MS. ZHU: So to move on to the next question, so the next question is on the HST sub-account, account 1592.


So you also stated that in the application you did not follow the December 2010 FAQ to track the 1592 balances, and because you were going through a lot of significant corporate restructure changes, so you were very busy so didn't track the balances.


So –- but, however, this is contradictory to the Board expectation that the distributor should file and ask for disposition of 1592, the HST account, in the 2012 cost of service.


So I guess based on that note, I would like to ask you whether you are willing to estimate the balance in account 1592, following the Board questions.


MR. PETTIT:  We are willing to estimate that amount.  The struggle I think we had back then and today is, being a virtual utility for most of that time, we -- I mean, the PST was either embedded in our transfer pricing, and so we didn't have detail.  But if the Board is willing to work with us, Board Staff is willing to work with us in terms of calculating a fair and equitable amount, we are more than happy to do so.


MS. ZHU: Okay.  That's great.


MR. BATTISTA:  So that would be Undertaking JT18.  And the undertaking is to provide an estimate of the balance that should have been recorded in 1592.


MS. ZHU:  HST sub-account.


MR. BATTISTA:  HST sub-account.

UNDERTAKING NO. JT18:  to PROVIDE AN ESTIMATE OF THE BALANCE THAT SHOULD HAVE BEEN REPORTED IN 1592, THE HST SUB-ACCOUNT, AND FILE APPENDIX 2T for each entitie TO SUPPORT THE DISPOSITION OF THIS ACCOUNT

MS. ZHU:  And also if you could please file appendix 2T to support the -- because when you have the balance, you want to ask for disposition of this account balance in this proceeding, as well.  So on that note, please file appendix 2T to support the disposition of this account.


MR. PETTIT:  This is for each entity as well?


MS. ZHU:  Yes.  This is for HST, yes.


MR. BATTISTA:  So that would be added to the wording for JT18.


MR. PETTIT:  Now, in terms of how to estimate --


MR. BATTISTA:  We are prepared right now to sort of go through the steps.


MS. ZHU: I think the starting point is really -- so if you look at question 4 of December 2010 FAQ, they really have a nice table, table 1 and table 2, indicating how the PST savings should be calculated.  And also, I guess, in order for us to get confidence on this number, we would like you to have the period, HST costs for the three periods.


So if you look at the accounting, the FAQs, you will see it's actually -- the table is organized in three columns, so you have 2010 -- from July 1st, 2010.  That’s the starting point for HST implementation, right?  So July 1st, 2010 to the December 31st, 2010, that's period one, and the second period is for January 1st, 2011 to December 31st, 2011.


MR. PETTIT:  Okay.


MS. ZHU: Second period, and third period is from January 1st, 2012 to -- in your case, it would be April 30th, 2012 because you are asking the rate to be implemented for May at this point.


So if you could provide similar table as table 1 and table 2 in question 4 of FAQ, that would be really great.


MR. PETTIT:  Table 1 and table 2?  And which FAQ is it?


MS. ZHU:  Question 4 of December 2010 FAQs.


Actually, in order to provide this balance I would look at both from question 1 to question 5, because the five questions all relate to this account.  It is just in question 4 they provided detailed guidance as to how to come up with this balance.


MR. PETTIT:  Okay.


MS. ZHU:  And one thing I would like to point out in question 4 is that -- so if you look at the calculation, you will notice that question 4 is based on a proxy, using the 2009 capital expenditure OM&A cost.


So had your 2010 and 2011 actual spending been different from 2009 expenditure, then you would just use actual balances.


MR. PETTIT:  Okay.


MS. ZHU:  Right?  And then when you use actual balances, it will be still good to have different columns, so at least that we can see on what period the cost is how much.


MR. PETTIT:  Okay.


MS. ZHU:  Yes.  And if you see a lot of differences in 2010, 2011, it would be great to provide some explanation as to why the cost is higher in 2010 versus some other –- like, just a comparison between the years with regarding to OM&A costs and capital expenditure.


MR. PETTIT:  Okay.


MS. ZHU:  And the other two points I would like to make is that -- so when you make -- record a variance in the sub-account HST -- 1592 HST sub-account, the variance should be recorded -- should cover the period starting from July 1st, 2010, which is the date of the HST implementation, to the end of -- to the start -- to the last months before your new rates take place.


MR. STOLL:  Given we are late, is it the April 30th, or are we looking at when we are actually implementing?


MS. ZHU:  I think in the case it would be the actual implementation.


MR. BATTISTA:  Just speaking for information purposes only, the purpose of that account is to record savings that happened after the rates were set.


MR. STOLL:  Right.


MR. BATTISTA:  So those savings would be embedded in your -- the savings that really relate to those operating and capital costs at a higher level.  So it's really up to the time of -- I'd say it would end with December 31st, 2011.


MR. STOLL:  2011 or 20...


MR. BATTISTA:  Because your rate year is 2012.  You are going to be suffering regulatory lag, I guess, for 2012.  I am just speaking for information purposes.


MR. STOLL:  We are just trying to make sure we are --


MR. BATTISTA:  Probably 2011, December 31st, 2011.  Or are you saying it's beyond that?


MS. ZHU:  I think it should be at least to April 30th, 2012, because -- well, just based on APH, the variance should be recorded until the last months before the new rates take place.


MR. STOLL:  Right, because although it's the rate year, it's not implemented until May 1st.


MR. BATTISTA:  Right, May 1st being the rate year, not the calendar year.


MS. ZHU:  Yes.


MR. STOLL:  And Clinton and West Perth were post the implementation.


MR. BATTISTA:  Oh, were they?  Okay.  So their Board-approved already reflects the new GST rate, so this will only apply to the old Erie Thames.


MR. STOLL:  Right, because it was 2008.  These were -- January 1, 2011 were the implementation for West Perth and Clinton.


MS. ZHU:  Yes.


So my last question on the DV section is -- this is regarding to IR 65, so just -- it appears to me that you only updated GA rate rider calculation with respect to the non-RPP calculation for Erie Thames in the IR response.


So could you please update the GA rate rider calculation for Clinton Power and West Perth, as well?


MR. PETTIT:  Okay.  Yes.


MS. ZHU:  Okay.  So this will be undertaking.


MR. BATTISTA:  So Undertaking JT19.

UNDERTAKING NO. JT19:  to update GLOBAL ADJUSTMENT RATE RIDER for Clinton Power and West Perth

MS. ZHU:  Yes.  This is regarding to the matter of disposition regarding to GA rate rider.


MR. BATTISTA:  Method of disposition regarding the global adjustment rate rider.


MS. ZHU:  Yes, okay.


MR. BATTISTA:  So the next exhibit is LRAM GSM.  Any questions from intervenors?


MR. AIKEN:  Never.  Never from me on LRAM and SSM.


MR. GARNER:  No, I don't.


MR. BATTISTA:  Mark from SEC?


MR. RUBENSTEIN:  No.


MR. BATTISTA:  Board Staff don't have any questions.


Next exhibit was, there was a mitigation plan, and that had to do with the increase in rates as a result of the amalgamation for certain classes within -- I forget now whether it was Clinton or West Perth.


MR. PETTIT:  Mostly Clinton, but I think one in West Perth.


MR. BATTISTA:  West Perth.  So --


MR. HARPER:  Were you going in order through the exhibits?


MR. BATTISTA:  Yes, going sequentially.


MR. HARPER:  The mitigation was Exhibit 10, wasn't it?  Or...


MR. BATTISTA:  It's 11 on the page I have.


MR. HARPER:  Well, I guess there were some before that, I guess, which you had jumped over, which was the question that I was pursuing.


MR. BATTISTA:  Do you have a question then?


MR. HARPER:  Well, there was Exhibit 8, I guess, which was dealing with rate design, and I wasn't too sure whether you'd -- I thought mitigation came after that, actually, and I was wondering whether you'd skipped it.  That was my only question.


MR. BATTISTA:  On cost allocation, on rate design.


MR. HARPER:  The cost allocation and rate design were two separate exhibits.  One was --


MR. BATTISTA:  Right.


MR. HARPER:  -- seven and one was 8.


MR. BATTISTA:  Right.


MR. HARPER:  We covered Exhibit 7, which was cost allocation.  We hadn't covered Exhibit 8.


MR. STOLL:  So do you have a question on Exhibit 8?


MR. HARPER:  Yes, I do.  That's where I was having a problem.  It seemed we jumped to the end.  If I didn't --


MR. BATTISTA:  It's my fault.  I grouped them, and I always group cost allocation and rate design as one word.
Questions by Mr. Harper:


MR. HARPER:  That's fine, just a couple of clarifications, actually.  The first has to do with your response to VECC 52d).


The only thing was, when I was reading the response, to be quite honest with you, the sentence didn't seem to make sense.  I think there were some words missing from there.


MR. PETTIT:  Okay.  Yes, there was, obviously.


MR. HARPER:  And either you want to sort of read what it is now or explain it or take it as undertaking.  Either way, I just wanted to get the clarification.


MR. PETTIT:  I will just explain it.  So the costs that we incur for transformer allowance are allocated to the class that incurs them, and it is spread evenly across the class.


MR. HARPER:  Okay.  Fine.  No, that's fine.


MR. PETTIT:  It's very simplistic.


MR. HARPER:  Right.  Okay.  Good.  That's fine.


The only other question I had was with your response with respect to VECC 55b) and c).  This had to do with the LV rates and the costs for the LV rates.  And actually, at the end of the day I was going back maybe -- if we can go right back to the original exhibit, which was Exhibit 8, tab 1, schedule 11, because a lot of the questions had to do with trying to understand where the numbers in that were coming from, so maybe if I can go back to that basic exhibit and just ask you a couple of clarifying questions about that, it would be useful.


Maybe if you'd just let me know when you are at Exhibit 8, tab 1, schedule 11, that would be great.


MR. STOLL:  Can you give the reference again, Bill?


MR. HARPER:  It's Exhibit 8, tab 1, schedule 11.  The first page says "proposed changes to low-voltage retail rates", and actually, I was looking at the second page, which is a series of tables.


MR. PETTIT:  Okay.  Go ahead.


MR. HARPER:  Maybe just understand what the tables are.  You've got four tables here.  Each table shows as the years '09, '10, and '11, and I assume the bottom two tables are the individual years' results for Clinton and West Perth, so they're pretty --


MR. PETTIT:  Yes, and I have named the middle one wrong.


MR. HARPER:  So the middle one is the low-voltage -- sorry, Erie Thames pre-merger?


MR. PETTIT:  Correct.


MR. HARPER:  Okay.  And then the top one is everybody all rolled in together.


MR. PETTIT:  Absolutely, yes, except for 2009 and 2010, and that's just ETPL.


MR. HARPER:  Right.  Okay.  So that if that's everybody rolled in together, and in response to -- then I was trying to understand, because -- and when you -- now, when I would normally have looked at it, I would have assumed expenses would have been what Hydro One charged you and revenues would have been what you collected from customers.


MR. PETTIT:  Correct, yes.


MR. HARPER:  But if I go back to your response to VECC 55c), you are saying the low-voltage costs from Hydro One for 2011 were 605,833, which is what you are showing as revenues in this table, as opposed to costs.  So I wanted to make sure whether the two rows were labelled correctly or what was going on here.


MR. PETTIT:  You know what's driving that issue is -- so I pulled the actual costs from our GL.  When you pull it from the GL post regulatory accounting, they are one and the same number.  So I need to pull it from the Hydro One invoices to give you Hydro One costs for 2011, as opposed to -- I just went to the GL as my most logical place to give you low-voltage costs.


MR. HARPER:  But the low-voltage cost theoretically in this table here, theoretically expenses are what you're paying Hydro One, if I go back to Exhibit 8, tab 1, expense to which you're --


MR. PETTIT:  Yes, yes, so -- but I have given you in answer c) 605 matches revenue, but if I pulled it from the GL, of course it matches revenue, because you can't make or lose money on the LV.


MR. HARPER:  Oh, right, because -- okay --


MR. PETTIT:  So I needed to go back to the Hydro One invoices, not my GL.  So that was my error, sorry.


MR. HARPER:  Okay.  Okay.  So maybe if you could just -- if you could just undertake to revise the response to VECC 55 c).


MR. PETTIT:  Okay.


MR. BATTISTA:  And that would be Undertaking JT.20, revision of response to VECC 55c).

UNDERTAKING NO. JT.20:  TO provide a revision to RESPONSE VECC 55c)

MR. HARPER:  And I guess in that number, whatever it is, if I go back down to the very bottom of that table, Exhibit 8, tab 1, schedule 11, at the very bottom you have got a number 658,603.58?


MR. PETTIT:  Yes.


MR. HARPER:  And that's purportedly the actual 2011 costs?


MR. PETTIT:  Yes.


MR. HARPER:  So theoretically would that match the number you are going to give me in response to VECC 55c).


MR. PETTIT:  It should, and if it doesn't I will give you an explanation as to why.


MR. HARPER:  Okay.  Fine.  Thank you very much.  Those are my questions.


MR. BATTISTA:  Thank you.


So on the mitigation plan, is the understanding that there aren't any questions on that section, given that the applicant will be undertaking to file updated revenue requirement amounts and bill impacts, or are there some issues you want to raise now in that regard?


MR. BATTISTA:  Okay.  Then I guess that leaves smart meters.


Randy?


MR. AIKEN:  Probably better if Mark goes first.  

[Laughter]  

He will probably cover mine, but...

Questions by Mr. Garner:


MR. GARNER:  Well, let me see where I would like to start.  It's -- sorry, I am not sure -- it's a difficult place for me to start, because I think I am just a little bit still trying to figure out why you are doing what you are doing, right?  So let me just start with, if I understand what you are not doing.


Smart meters, the -- you're first of all proposing for the smart-meter disposition rider a uniform rider, right?  And we asked you, and I think Board Staff may have asked you, a question about that, because that's unusual.  Usually the rider represents the difference between the metering costs that were put in.


And you have said -- I understand it, you have said there were no cost differences between the residential and the other class?


MR. PETTIT:  GS less than 50, no.


MR. GARNER:  So they were the same meters, the --


MR. PETTIT:  The same meters, the same installation; there is not a significant difference in the technology.


MR. GARNER:  Okay.  Now, let me just go to the -- I have something to think about on that, but let me just go to the stranded meter issue also.  You are going to have to remind me.


Are you proposing to do a stranded meter rate rider?


MR. PETTIT:  I believe in –- basically, the smart meter needs to be refiled in terms of -- we need to include smart meters in rate base, remove stranded meters, recalculate smart meter disposition and calculate a stranded meter recovery.


So those things need to happen before the 18th, and we'll provide that.


MR. GARNER:  I didn't realize you were going to do that, because that is what's also unusual, the whole issue about the smart meters not being in rate base and --


MR. PETTIT:  We went about this the wrong way, and we recognize that and it needs to be rectified before we meet again.


MR. GARNER:  So you are going to come back and refile that?


MR. PETTIT:  Yes.


MR. GARNER:  The rider, the smart meter disposition rider, you will file basically on the same basis, because you're saying you don't see any cost difference?


MR. PETTIT:  Correct.  And I will double back with my metering department and make sure I got the right answer from them, but -- and if they come back with a different answer than they give me already, I will differentiate it if need be.


MR. GARNER:  Because this could just be the top of my head, but I do recall - and Board Staff probably remembers better than I do - in a number of cases where we have seen meters put in, they have been different, and it would be strike me as interesting, if nothing else, that Erie Thames is the only place we have not seen that difference.


Now, the stranded meters -- to move on to that one, because you are going to redo that one -- that one was also done on a -- was that going to be done on a uniform basis, or on a cost-differentiated basis?


MR. PETTIT:  I would say it probably should be done on a cost-differentiated basis, and I need to come up with a methodology to do that.


MR. GARNER:  There have been a couple of methodologies, the best one being, of course, if you have the data for the cost differences, but a lot of people don't have that or say they don't have that.  And there are a number of ways that have been done in these cases that we have seen people attack the same problem.  And I can't think of the -- Board Staff, again, knows probably each example of the way we have seen it done.  I think there is about three ways to do it.


Okay.  Well, given what you are going to do with the smart meters, I am not sure what else I would like to add to the smart meter, stranded meter discussion.


MR. BATTISTA:  So we will give that an undertaking number, JT21, which is really an update and revision of the smart meter evidence and proposed treatment, both for the smart meters and the stranded assets and the disposition of any balances.

UNDERTAKING NO. JT21:  to PROVIDE An UPDATE AND REVISION OF SMART METER EVIDENCE AND PROPOSED TREATMENT FOR SMART METERS AND STRANDED ASSETS, AND DISPOSITION OF ANY BALANCES.

MR. BATTISTA:  It may be of assistance to the applicant if Keith here, just in point form, sort of summarizes what the building blocks of the -- what one would expect to be reflected in the revision.


MR. PETTIT:  Okay.

Questions by Mr. Ritchie:


MR. RITCHIE:  Okay.  Yes.  Thank you, Richard.


I really will be, I guess, following up on a number of Mark's points, as well as, I guess, a number of items that I have sort of noted on the interrogatory responses that you filed even so far.


I'll probably -- I will actually deal with them in order. So first I was going to reference Board Staff IR No. 66, and the part c) of that interrogatory response.  And that's basically asking for a copy of the letter from the fairness commissioner, and --


MR. PETTIT:  I provided that.


MR. RITCHIE:  Okay.  I haven't been able to find that in the material.


MR. PETTIT:  It's Board Staff IR 66, attestation letter, April 29th, '09, that was filed with the Board through RESS.


MR. BATTISTA:  Okay.  We will have another look in our repository.


MR. PETTIT:  I will send it again.  I have it right here, so it's not a big deal.


MR. RITCHIE:  I guess maybe sending it to --


MR. GARNER:  If I can be of some help, Keith, if you look at -- I think it's page 722 of the PDF file that they gave you, I believe that's the April 29th letter.  Is it? It says "Fairness Advisory Services" so I assume that's the fairness one.  So it's 722 out of 804 of the PDF file.


MR. RITCHIE:  Okay.  I was having a hard time trying to find various material.


I guess, really, again, in a number of the interrogatories, 66, part f) and h), and then there is really that whole number of interrogatories, 71 through 75, where, in large part, you said that the information would be provided later, and this will actually be part of the update on the smart meter evidence that you are going to file per JT21; that's correct?


MR. PETTIT:  Yes.


MR. RITCHIE:  Okay.  I was looking at Board Staff 67, and this was actually on a calculation of the smart meter disposition rider, and I was actually looking at the Excel spreadsheet that you filed in response to that.  And there is two questions I have on that.


I followed through the calculations, and again, at this point in time your proposal was for a recovery over -- from September 1, 2012 to April 30th, 2014, so about 1.67 years.  And you documented when -- the number of customers as 18,496.


Now, that actually differs from the 17,861 smart meters that you have documented that you installed in the smart meter model.


MR. PETTIT:  Yes.  So that number needs to be changed to the 17,000 figure.


MR. RITCHIE:  Okay.  And then also on that the same calculation, when I look at it -- and it's probably just a bit of a confusion in the calculation -- in fact, it is showing a number of $12.89, and in fact, like, the SMDR is really a monthly fixed rate.  I believe, in fact, that this number needs to be divided by 12.


And so, again, when you update the evidence to calculate, really the SMDR should be really over the period, the number of months and the number of the residential and GS less than 50 customers.


Moving next –- really, I guess a number of my questions really have to deal with the smart -- or points have to deal with the smart meter model that was filed in response to Board Staff 68, and there are a few things that I would like to point out.  And again, I think that can be taken into account in the update.

 
And I know it's going to be, I guess, a bit -- things are a bit confusing with respect to the cost of capital because of the amalgamation and because of, in fact, the different time periods from when Erie Thames rebased, and then West Perth and Clinton.


In the model that you filed in 68, you still have the different cost of capital, really the deemed cost of capital, in each year, and I guess my suggestion would be that your Board approved for -- from the 2006 EDR for Erie Thames would probably be the most appropriate to use for 2006 and 2007, and because Erie Thames is really the largest -- or is the bulk, really, of your new Erie Thames service area, using the Erie Thames Board-approved cost-of-capital parameters from the 2008 cost of service for 2008, 2009, 2010, and 2011, and then because it's a 2012, using the, I guess, the proposed 2012 parameter -- or that the 2012 parameters for 2012.  And that would be, I think, consistent with the Board's policy and practice on that.


MR. PETTIT:  Okay.


MR. RITCHIE:  I guess also noting on that one, one question I have -- and it's on sheet 2 of that smart meter model.  And in cell Q148 you are showing an amount of 185,751 for business process redesign?


MR. PETTIT:  O148?


MR. RITCHIE:  Okay.  I might -- just having to work off a hard copy.


MR. STOLL:  What was the number again?


MR. RITCHIE:  185,751.


MR. STOLL:  That's column O.


MR. RITCHIE:  Oh, okay.  I was just trying to -- I would like to -- I'm just wondering, I'd like to get an explanation as to really what is all of that amount, like, what that was for.


MR. PETTIT:  It may have been allocated to a wrong line item.  It's a calculation based on -- so in that year we installed an amount of smart meters, 14,992, and it's a rate.  It's a calculated rate.  So it's obviously something that we have spent with a third-party vendor per installed meter, and I am assuming it's been misallocated to the wrong line item.


MR. RITCHIE:  Okay.  So you'll --


MR. PETTIT:  Business process redesign probably doesn't fit the description of that charge, so I have to figure out what that charge is for and move that line item.


MR. RITCHIE:  Okay.  And I guess, yes, just, you know, provide an explanation in --


MR. PETTIT:  Yes.


MR. RITCHIE:  -- in JT21.

MR. PETTIT:  Yes.  And the explanations from all our smart meter costs will derive from my filed five or six third-party contracts that we have in order to get up and running on time-of-use billing and our smart metering plan, so all the charges are there, it's just I need to go in and adjust.


MR. RITCHIE:  Okay.  Continuing on that sheet too as well, I was looking at that -- well, in particular row 105.  It's a capital cost, but you haven't identified the asset class.


MR. PETTIT:  Okay.


MR. RITCHIE:  And again, that will sort of perturb the calculations in the smart meter model, so again, we need everything sort of filled out properly in the model.


And I was also, I guess -- and it's probably just really looking at, in the responses to Board Staff 79.  And that interrogatory asked you to sort of, like, do the model to sort of zero out the interest for May 2012 and beyond, but in the Board Staff -- in the model filed with Board Staff IR 68, in fact, the prescribed interest rate of 1.47 is -- continues to December 2012?


MR. PETTIT:  Okay.


MR. RITCHIE:  And on --


MR. PETTIT:  Keith --


MR. RITCHIE:  Yes?


MR. PETTIT:  -- the spreadsheet isn't allowing me, so I zero it out on the green highlighted cell, L99, and it doesn't flow forward.


MR. RITCHIE:  Okay.  It's actually over in, I think, the column C, that -- which has the quarterly...


MR. PETTIT:  Oh, okay.


MR. RITCHIE:  If not, again, we can -- you can contact me and we can deal with it, but --


MR. PETTIT:  No, I got it, thank you.


MR. RITCHIE:  And with respect to Board Staff IR number 80, part b), you updated the -- on sheet 8A of the model, you've put the depreciation and OM&A up to April of 2012.  It's -- it may be more for completeness.  I guess we will have to see the updated evidence, but in fact what we really should have is the information all the way to December 2012.


So it would actually be the actuals, and again, a forecast, you know, for the remainder of the year for both depreciation and OM&A on that.  And then -- okay.  So again, all of these things will be taken out -- or taken account of in JT21.

MR. PETTIT:  Okay.


MR. RITCHIE:  One final thing, and it's really following up on Mark's point about the stranded meter and the allocation of costs.  And I was actually -- this has come up in a number of applications and, I guess, a recent one, where it's still before the -- or the Board is still deliberating on it in Enersource, and it's actually trying to use information from the cost-allocation model and not necessarily the current one, and actually, I was somewhat surprised when I brought up your cost-allocation model in this application and it's looking at, actually, the sheet I7.1, which is the meter capital.


MR. PETTIT:  Okay.


MR. RITCHIE:  And I notice in -- that went in your -- in this application that you have a relative cost of installed meters for residential GS less than 50 and GS greater than 50, all of one, and an installed meter cost of $168 per meter.


MR. PETTIT:  Okay.


MR. RITCHIE:  And I guess I find that somewhat surprising, because, like, wouldn't you have -- well, I will put the question.


Don't you have some customers that would have a two-phase or three-phase, like, have a poly-phase meter installed?


MR. PETTIT:  In the larger classes, yes. 


MR. RITCHIE:  Okay.  And the cost for those meters would be different than for --


MR. PETTIT:  In column 31, the installed cost is $2,100 for demand with IT need, and those are kind of the - greater than 1,000 and up, we use those meters.  Greater than 50 and down, we don't. 


MR. RITCHIE:  So even in the GS greater than 50?


MR. PETTIT:  I will have to circle back with our metering department, but...


MR. RITCHIE:  Okay.  Because, again, that seems, again, different than what I think -- what Board Staff have seen in most applications for smart meters or for cost of service.


MR. BATTISTA:  Do you want a separate undertaking on that, or would it be rolled into 21?


MR. PETTIT:  I think it needs to be separate.


MR. RITCHIE:  Yes.


MR. BATTISTA:  So that would be JT22. 
UNDERTAKING NO. JT22:  to CONFIRM RELATIVE METER COSTS AND INSTALLED METER COSTS IN SHEET I7.1 OF 2012 COST ALLOCATION MODEL

MR. RITCHIE:  Yes.  And it's, I guess, basically to confirm the relative meter costs and installed meter costs in sheet I7.1 of the 2012 cost allocation model.


Now, really to go back further on that, and this goes back to the technical conference that we had in Enersource's 2012 cost of service, in reality the 2012 cost allocation study may not be the best information to use for any sort of allocation of stranded meter costs, because it's based on smart meters and the relative cost between residential GS less than 50 are different.


So in one case, the better information would be to go back to the previous cost allocation study, and so I am actually wondering if you could undertake to file the sheet I7.1 from the cost allocation study from Erie Thames 2008 cost of service application under EB-2007-0298, and again, take that into account, I think, in terms of how you might allocate costs for this for a class-specific stranded meter rate rider.


MR. PETTIT:  Okay.


MR. BATTISTA:  So you are prepared to do that?


MR. PETTIT:  Yes.


MR. BATTISTA:  That would be JT23.

UNDERTAKING NO. JT23:  to FILE SHEET I7.1 FROM COST ALLOCATION STUDY FROM ERIE THAMES 2008 COST OF SERVICE APPLICATION, EB-2007-0298

MR. RITCHIE:  Again, I think if there are some questions like -- like Enersource did undertake this and did file these undertakings in its 2012 cost of service applications, so I think, again, there are examples that could assist on that, so...


And that's my questions. 


MR. BATTISTA:  Okay.  So are there any further questions from the intervenors?  Board Staff have none.


Thank you, everyone, for being efficient and prepared, and we are done by -- before one o'clock.


So the undertakings, pursuant to the last PO, are expected to be filed on October the 18th, to be followed by a settlement on Thursday -- a settlement conference commencing at 9:30 on October 25th.  And if I recall the PO, the expectation is that the intervenors will be prepared first thing in the morning with an offer.  So it's quite important that the undertakings be filed on time so that the intervenors have something reliable to build on.


If there are no more matters, then thank you, court reporter.  And have a nice day, and we will see you on the 25th.


--- Whereupon the conference concluded at 12:47 p.m.
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