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SMART METERS

1.0 INTRODUCTION

Hydro Ottawa has followed the Board’s Guideline G-2008-0002 for Smart Meter Funding and Cost Recovery (“Board’s Guideline 2”) in this application for a Smart Meter Funding Adder for 2009. Hydro Ottawa is one of the  ‘named’ distributors in paragraphs 3 and 5 of section 1(1) of O. Reg. 427/06 and is requesting a utility-specific Smart Meter Funding Adder.

As part of the Board’s accepted Settlement Proposal (Issue 6.1), Hydro Ottawa’s Smart Meter capital expenditures up to April 30, 2007 were included in rate base, with subsequent Smart Meter expenditures funded through a rate adder.  Hydro Ottawa’s current approved Smart Meter funding adder of $1.14 per metered customer has been removed from the monthly fixed service charge as per the Board’s instructions before the Price Cap Index was applied.  

This application for a revised funding adder is consistent with the Board’s Decisions resulting from the Combined Proceeding related to Smart Meters (EB-2007-0063).

2.0 SMART METER PROGRAM

Hydro Ottawa’s implementation of the Province’s Smart Meter Initiative (“SMI”) remains on track. As of October 10, 2008, Smart Meters have been installed for 240,889 Residential and General Service (“GS”) < 50 kW customers and 1,015 GS > 50 kW customers.  This represents 82% of the total five-year objective.  This significant accomplishment was achieved in less than 26 months. Table 1 illustrates the actual results to October 10, 2008 and the 2009 forecasted deployment for the five-year initiative.  Table 2 breaks out the forecasted 2009 installations by month.

Table 1 – Actual/Forecast of Smart Meters Installations
	
	Total Customers at Dec. 31, 2010 requiring Smart Meters
	Actual Meters installed to October 10, 2008
	%
	Forecasted Meters to be installed in 2009 

	Residential and GS < 50 kW classes
	293,021
	240,889
	82
	38,527

	G.S.> 50kW

without Interval Meters
	2,688
	1,015
	38
	1,673

	Total
	295,709
	242,119
	82
	40,200


Table 2 – Meters to be Installed in 2009 

	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	Residential and GS 

< 50 kW classes
	3,211
	3,211
	3,211
	3,211
	3,211
	3,211
	3,211
	3,211
	3,211
	3,211
	3,211
	3,206
	38,527

	G.S.> 50kW without Interval Meters
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	133
	 1,673

	Total
	3,351
	3,351
	3,351
	3,351
	3,351
	3,351
	3,351
	3,351
	3,351
	3,351
	3,351
	3,339
	40,200


Hydro Ottawa continues to find efficiencies in the implementation costs of the advanced metering infrastructure (“AMI”).  By working closely with vendors and members of the Coalition of Large Distributors (“CLD”), preferential and volume pricing opportunities are being maximized.  However, many unknown factors remain that will or may have an upward impact on costs in 2009 and beyond.  These include:

· Meter Data Management/Repository (“MDM/R”) integration costs,

· Increased meter installation costs in older, indoor locations, 

· Potential requirement for additional AMI technology to address rural and/or locations with poor radio frequency communications characteristics, and

· Transaction costs with the MDM/R.

3.0 CAPITAL EXPENDITURES

Table 3 provides the 2006 and 2007 Actual, 2008 Forecasted and 2009 Budgeted capital expenditures for Smart Meters.

Table 3 – Capital Spending by Calendar Year ($000)

	
	2006

Actual


	2007 Actual1
	2008

Forecast


	2009

Budget

	Total
	$16,376
	$10,864
	$14,796
	$8,043


Hydro Ottawa’s plan has been to have a large portion of the meters converted by the time that Time-of-Use (“TOU”) billing is implemented; therefore, the capital expenditures are higher in the first three years of the implementation than in subsequent years. Furthermore, the strategy has been to complete the installations for all of the newer parts of the service area first where there are few inside meters or meter bases requiring modifications. Now that work has transitioned to the older neighbourhoods, the pace of implementation has slowed. 
Hydro Ottawa planned capital expenditures for 2009 include the following:

· Residential and GS < 50 kW classes

$6,172,503

· GS > 50 kW class 



$1,270,837

· MDM/R Integration



   $500,924

· SM TOU Web Enhancements

     $98,550
Total





$8,042,814

Tables 4 and 5 below set out the proposed total and per meter capital expenditures for 2009 by month and type of expenditure.  Note the average per meter cost for the Residential and GS < 50 kW classes is $160 which is higher than the reported $135.58 from EB-2007-0063.  This higher cost is a result of the increased cost for collectors, which are now being deployed and higher installation costs for harder to install locations.  These increases have been partially offset by a lower capital cost for the meters from 2008 onwards.

Table 4 – 2009 Capital Expenditures and OM&A per month ($000)

	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	Residential and GS < 50 kW classes
	515
	515
	515
	515
	515
	515
	515
	515
	515
	515
	515
	508
	6,173

	GS > 50 kW class
	106
	106
	106
	106
	106
	106
	106
	106
	106
	106
	106
	105
	1,271

	MDM/R

Integration
	61.9
	61.9
	61.9
	61.9
	61.9
	61.9
	21.6
	21.6
	21.6
	21.6
	21.6
	21.6
	  501

	SM TOU Web Enhancement
	8.2
	8.2
	8.2
	8.2
	8.2
	8.2
	8.2
	8.2
	8.2
	8.2
	8.2
	8.4
	   98.6

	OM&A
	129.7
	125.8
	139.7
	143
	139.9
	224.5
	129.1
	128.4
	120.1
	271.5
	333.1
	449.8
	2,335


Table 5 – 2009 Capital Expenditures and OM&A per month per meter ($)
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	Residential and GS < 50 kW class
	160
	160
	160
	160
	160
	160
	160
	160
	160
	160
	160
	159
	160

	GS > 50 kW class
	760
	760
	760
	760
	760
	760
	760
	760
	760
	760
	760
	790
	760

	MDM/R

Integration
	18
	18
	18
	18
	18
	18
	6
	6
	6
	6
	6
	6
	12

	SM TOU Web Enhancement
	2
	2
	2
	2
	2
	2
	2
	2
	2
	2
	2
	2
	2

	OM&A
	39
	38
	42
	43
	42
	67
	39
	38
	36
	81
	99
	134
	58


4.0 OPERATIONS, MAINTENANCE AND ADMINISTRATION (“OM&A”) 

In the later part of 2009, Hydro Ottawa expects to begin the transition to TOU billing.  This is an extremely significant change for our customers and the employees charged with supporting the ‘meter to cash’ and customer functions.  As such, additional resources and effort will be assigned to manage this change.  In addition, operating and maintaining the AMI is a new accountability for LDCs.  New skills and resources are required to ensure the accuracy and timeliness of the daily collection of over seven million meter readings and to manage effective interactions between Hydro Ottawa’s AMI, Customer Information System and the provincial MDM/R.

Table 6 summarizes the OM&A costs for the calendar year 2009. 

Table 6 – Operating Expenses for the 2009 Calendar Year

	Labour and benefits 
	$757,882

	Outside services
	298,000

	Training / Change Management Cost 
	461,500

	Miscellaneous Administration 
	64,500

	Data Communications 
	430,420

	Media Communications
	360,000

	IT maintenance contracts/software 
	301,000

	Allocations to Capital
	(338,722)

	                                                                    Total
	        $2,334,581 


The OM&A from Table 6 does not include any OM&A costs related to transaction costs or regular fees for the use of the provincial MDM/R because these costs/fees are not yet known.

5.0 EXPENDITURES BEYOND MINIMUM FUNCTIONALITY

Included within the total capital spending for 2009 of $8,042,814 is $1,270,837 to install 1,673 Smart Meters for customers without interval meters in the GS > 50 < 1,500 kW class in 2009.  There are no incremental OM&A expenses related to these meters.  These meters exceed the minimum functionality adopted in O. Reg. 425/06, which includes only “residential and small general service consumers” where the metering of demand is not required.  

In Section 9.2 of Hydro Ottawa’s Evidence in the Combined Smart Meter Proceeding, EB-2007-0063, a detailed rationale was provided to support the installation of Smart Meters for customers in the GS > 50 kW < 1,500 kW class. 

On September 21, 2007, in the Board’s Decision related to Hydro Ottawa’s Motion to review and vary certain aspects of the Decision and Order in EB-2007-0063 dated August 8, 2007, the Board found that the costs related to Hydro Ottawa’s installation of commercial demand meters were prudent.
 Hydro Ottawa’s inclusion of similar capital expenditures in the determination of the 2009 Smart Meter funding adder is completely consistent with this Decision. 

Hydro Ottawa has not and does not expect to incur costs associated with functions for which the Smart Meter Entity (“SME”) has the exclusive authority to carry out, pursuant to O. Reg. 393/07.

6.0 FUNDING ADDER

Based on the actual capital additions from May 1, 2007 to date and forecasted capital additions for the remainder of 2008 and 2009 calendar year and the forecasted OM&A for the 2009 calendar year, the revenue requirement for 2009 was calculated using the Smart Meter Funding Adder Model (the “SM Model”) included as Attachment F.  Capital additions represent 2009 capital expenditures plus 2008 Construction Work in Progress (“CIP”) minus the 2009 forecast CIP.  The resultant Revenue Requirement of $6,465,494 would result in a funding adder of $1.84 per month per metered customer.  

Hydro Ottawa has forecasted the combined balances in the Smart Meter variance accounts 1555 and 1556. Not including the costs of stranded meters, it is expected that the combined balances will be negative at April 30, 2009 when the new funding adder will be implemented. Therefore, Hydro Ottawa is proposing to reduce the Revenue Requirement for 2009 by $533,873, which will result in a forecasted balance in the Smart Meter variance accounts of zero as of April 30, 2010, excluding the costs of stranded meters.  This results in a Smart Meter Funding Adder of $1.68 per month per metered customer.  This reduction results from a combination of the forecasted variance balance at April 30, 2009 and the forecasted expenditures for January 1, 2010 to April 30, 2010.

In the Board’s Guideline 2, it is expected that only two applications will need to be made to clear the balances in the Smart Meter variance accounts. Hydro Ottawa has yet to clear these balances.  Hydro Ottawa’s Smart Meter costs to April 30, 2007 were approved as part of the Combined Proceeding and the capital included in the approved rate base as part of the 2008 EDR Application.  Since there would only be an additional eight months of spending to the 2007 audited results,  Hydro Ottawa is not proposing to clear the Smart Meter variance accounts at this time.  The intent is to clear the variance account balances when 2008 audited figures are available and then for the second and final time when 100% of the meters have been installed.

7.0 STRANDED METERS

As part of the 2008 EDR Application, the Board accepted the Settlement Proposal for Issue 3.3 in which the depreciation for conventional meters was accelerated over a six year period in order to recover the cost of the meters stranded by the installation of Smart Meters.   Therefore, the requested Smart Meter Funding Adder does not include any revenue related to stranded meters.







� Does not include work on customer-owned equipment.  Per the Board’s Decision as part of Proceeding EB-2007-0063, the actual capital spending for 2006 was reduced by $2,896,862 to reflect meter credits in 2007.  This amount therefore shifted from the 2006 to 2007 capital expenditures for the purposes of Smart Meter funding.





� EB-2007-0748, Decision and Order, page 4 “The Board found that the cost of the purchases set out in paragraph 17 of Hydro Ottawa’s motion related to 328 commercial meters to be prudent.”





2009 Electricity Distribution Rate Application


