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NO UNDERTAKINGS ENTERED DURING THIS HEARING
Tuesday, January 24, 2006

--- Upon commencing at 2:00 p.m.


MR. KAISER:  Please be seated.  Mr. Millar?


MR. MILLAR:  Good afternoon, Mr. Chair.  I understand we are here today just to hear the one witness, Mr. Shepherd's witness.  However, I understand there are some preliminary matters Mr. Rodger wishes to address.


MR. KAISER:  Mr. Rodger.


PRELIMINARY MATTERS:

MR. RODGER:  Mr. Chair, I'm sorry for all the inconvenience earlier today.  Three preliminary matters to address.  First of all, we have completed all the responses to undertakings.  It was my intention to have hard copies with me today, but when we had to vacate Toronto Hydro's premises, everything had to remain, including my jacket.  So what I'm going to do is, later in the afternoon, I'll circulate all those undertakings via e‑mail and everyone will have those later this afternoon.


The second matter was the return on equity forecast issue.  And I had undertaken to review that request in the context of Toronto Hydro Corporation's Ontario Securities Commission requirements.  And as we mentioned the other day, THC is subject to those restrictions concerning forward-looking financial-type information, which is not to be made publicly available.  And, therefore, Toronto Hydro will not volunteer this information.


However, if this Board believes that the information is necessary for you to make a determination in Toronto Hydro's rate application, we will make it available if the Board orders us to do so.  And what we would contemplate in that scenario is that we would send out a non-disclosure agreement to the counsel to the intervenors this afternoon for their signature, and we would propose to hear the evidence in camera on Thursday morning.


Basically, what we would speak to is Toronto Hydro's best-effort forecast for the return on equity for the LDC business for fiscal 2005.  There is some normalization of the data.  We won't be able to do all of it, but we think we can give you a pretty good forecast of the big adjustment issues.  So that is how we would intend to proceed if you direct us to.


MR. KAISER:  Who would be the witness?


MR. RODGER:  It would be Mr. Couillard.  We would basically continue with panel 2 in case there were other questions around that.


MR. KAISER:  So panel 2 would address the issue?


MR. RODGER:  Yes.  And the final matter on a preliminary basis is there was a question that arose about the five-year business plan.  The question arose around the city's dividend forecast.  You may recall that discussion.


MR. KAISER:  Yes.


MR. RODGER:  Again, we do not want to release that five-year plan, forward-looking financial information, but extending out over a much longer period and across all businesses, but what we have done is prepared an undertaking response which we do intend to circulate this afternoon which we think deals with the issue as it arose in the question by the cross-examiner, and that had to do with the city and how it forecasts its dividend, and so on.  So for that matter, we propose to deal with it through a public undertaking that will be forthwith later today.


MR. KAISER:  So that's not confidential?


MR. RODGER:  No.


MR. KAISER:  I can't recall whose ‑‑ who you gave that particular undertaking to.  Can you help me, Mr. Millar?


MR. MILLAR:  Was it Mr. Warren?  I can't recall.


MR. RODGER:  I believe that the forecast issue was Mr. Warren.


MR. KAISER:  It sounds to me like you are not completely answering the undertaking.  Am I missing something?


MR. RODGER:  Well, we looked at the transcript and it wasn't entirely clear.  I don't have anything with me, unfortunately, but my recollection was that the questioning was around how the city did the forecast for dividends in that document that Mr. Warren produced, and the discussion got to the business plan, and then the question was:  Could that be produced in whole or in part?  Was there OSC restrictions, and so on?  


So I think the relevance of the business plan was related to this forecasted dividend issue by the city, and that's why we thought we could address it that way, and then it doesn't get us into the confidentiality issues of a broader longer-term forecast of that sensitive information.


MR. KAISER:  The City of Toronto document you are referring to, is that K3.16?


MR. RODGER:  I believe so.  It was the deck of slides from the ‑‑ I believe the financial department, City of Toronto.


MR. KAISER:  So we are talking about the same thing.  Well, let's do this.  Let's see what you are producing.  Let's look at the transcript, Mr. Millar.  Advise Mr. Warren that it has come in, and then if he feels it's not responsive, he can let us know.  For the time being, we will deal with it on the basis that you suggest, unless Mr. Warren or other counsel had some objections that they were intending that you produce the full five-year business plan.


MR. SHEPHERD:  Mr. Chairman, I did have an objection to that.  I would have asked for that plan in any case in my cross‑examination.  It seems to me it's one thing for the company to write something now explaining what they are doing.  It's quite another thing for them to give you an original source document which verifies that what they are saying tracks to what they were actually doing.  It is common place to have business plans, strategic plans filed in rate cases by public companies, and confidentiality rules normally cover that.


This is something that, it would seem to me, there are a lot of reasons why it's valuable to the Board to be able to see what the company is actually deciding internally it wants to do.


MR. KAISER:  What's the date of the business plan?


MR. RODGER:  I'm not entirely sure.  All that detail is, unfortunately, with my notes that are still at Toronto Hydro's offices.  I think the concern is that the five-year business plan deals with Toronto Hydro Corporation as a whole.  So it's among other things a forecast of revenues not only for the regulated business, but for the unregulated business, and it would be one thing to ask the parties to sign a confidentiality non-disclosure agreement for information that will basically be available once the audited financial statements are released at the end of March.  I think it's another thing to look at five years in the future and have comfort that things will maintain ‑‑ be maintained in confidence throughout that period.  


And we're also concerned about the relevance of all those competitive business and that information being shared.


MR. KAISER:  One of the concerns the Panel has, just dealing with that issue, is that -- and I think there may be an interrogatory outstanding.  One of the issues that's come up in this case is the amount of these dividends, and there are some other matters, including purchasing assets.  

I recall there's a $60 million purchase of the street lighting assets in '05.  This was all laid out by the city as the $100 million that they got in one year.  And your client said, Oh, well, that all came from the unregulated business, and then some of the intervenors - it may have been Board counsel - said, Well, can you break out this net income between the regulated and the unregulated so we can track where this money is coming from that's going to the city?  And I think you were going to provide documentation on that.


MR. ROGER:  That was one of the undertakings.


MR. KAISER:  Is that forthcoming?


MR. ROGER:  Yes, it is.


MR. KAISER:  Today?


MR. ROGER:  Yes.


MR. KAISER:  Mr. Millar, you've heard Mr. Shepherd's submissions on this five-year forecast.


MR. MILLAR:  Well, Mr. Chair, we may wish to see what is actually being provided first, but I would suggest Mr. Shepherd is right.  I think we've had these types of documents entered as evidence before.  They can be subject to undertakings of confidentiality.  If there is a concern -- I'm sort of thinking out loud here, but if there is a concern that there is information that is not relevant to this hearing related to some of the unregulated affiliates, it might be possible to redact certain information, if it clearly not relevant to this proceeding.  So that is an option the Board may wish to consider.


MR. KAISER:  You've offered, with respect to the financial information, to circulate confidentiality agreements and so on.  What's the concern that, that that procedure won't cover this business plan?


MR. ROGER:  I think it's two issues.  The sensitivity around the competitive or the unregulated business is one, and I think it's the length of the period of confidentiality, the five-year period, as opposed to a two-month period until the audited financial statements are released.


MR. SHEPHERD:  Mr. Chairman, it's common in other proceedings to have confidential documents that are 10-year contracts, things like that.  It's not unusual to have open-ended confidentiality arrangements.


MR. DINGWALL:  Additionally, Mr. Chairman, we're dealing with a substantial issue of cost allocation in this case.  The question of whether a business in an affiliate is a competitive business is kind of an interesting when we're talking about something as broad as street lights.  
I'm not sure what the I'm not sure what the competitive harm of my understanding how a street light business works might be.  Perhaps it is a concern about Buffalo or something like that, finding out.


But again, to get at the heart of the cost allocation questions, we are going to have to have some information about these affiliates.
       MR. KAISER:  On the competitive businesses, 

Mr. Rodger, I thought I heard you say this energy trading        business was being phased out in any event. 

       MR. ROGER:  That's correct. 

       MR. KAISER:  So what's left in the competitive business outside of the streetlighting? 

       MR. ROGER:  As one example, and I refer back to Mr. 

O'Brien's testimony on day one of the main case, my        recollection is that he did advise the Board that generation was an area that Toronto Hydro was very interested in.  And you I think can imagine that that is very, very sensitive in terms of discussions that they may be having or want to have, siting of plants approach and so on.  And we don't see how that links to the rate application before you today.  


So that's one example of something that has been talked about or identified that there would be a great deal of uncomfort with.  

 
MR. SHEPHERD:  Mr. Chairman, generation is actually a 

perfect example of what Mr. Dingwall and others have been talking about.  If the Toronto Hydro Corporation intends to spend, let's say, $5 million this year on generation activities trying to get that business going, if they are burying that in distribution rates there is something this Board needs to know. It's exactly the situation we're concerned with.  


MR. KAISER:  Mr. Millar, I think we'll take five 

minutes and I think we should try to deal with these procedural things up front so we can keep this proceeding moving ago long.  So we'll take five minutes just to consider the submissions, unless you have something to add. 


MR. MILLAR:  Mr. Chair, just the Board staff's base position on confidential materials is -- the first decision is: Is the document relevant?  If it is relevant, then in our submission it has to go in somehow and then you can tailor the confidentiality arrangements to suit that.  But if it’s relevant, it should come in. 


MR. KAISER:  All right.  Well, we'll take 10        minutes.  


‑‑‑ Recess taken at 2:12 p.m.  


‑‑‑ Upon resuming at 2:18 p.m.


DECISION:


MR. KAISER:  Please be seated.  The Board has heard the submissions of counsel with respect to two categories of documents, the first being the financials for the last quarter of '05, to which access has not been granted at this point in time on the basis of undertakings and restrictions relating to the filing of a prospectus for debentures with the Ontario Securities Commission.  Counsel for the applicant has indicated they will produce those, if ordered to do so, subject to certain confidentiality restraints.  The Board will order production on that basis.


With respect to the second category - this is the five-year business plan that arose out of an undertaking given to Mr. Warren - the Board is of the view that this information would appear to be relevant and helpful.  One of the issues that has arisen in this case is the relationship between regulated and unregulated sectors and, as Mr. Dingwall says, cost allocation related to that; and also, the prudence of dividends and payments to the sole shareholder, the City of Toronto.


Partial explanations have been given for those payments relating to the fact that they flow out of unregulated income and there is an outstanding interrogatory to be produced this afternoon relating to that division.  


Mr. Millar, we will order production of the second document on the same business.  I leave it to you to work out with counsel the procedures with respect to confidentiality and the undertakings to be given in that regard.


MR. RODGER:  Just one question of clarification, sir, on the first issue.  The work that Toronto Hydro has been doing since that undertaking was given didn't pertain to the entire financials, but particularly the ROE of the LDC to 2005.  That was the context of the question, and it was -- the question was asking along the lines:  Has the LDC over‑earned for that period?  So that's what Mr. Couillard has been working on, is on that ROE specifically, as opposed to the entire financial statement.


MR. KAISER:  Part of the question is related to the level of earnings.  That would require, I would have thought, analysis of the revenues and expenses that you would typically see in an income statement and the allocation of those between regulated and unregulated.


MR. SHEPHERD:  We certainly wanted and asked for the 2005 financial statements.


MR. KAISER:  And my understanding was that on the evidence, that these were going to be public, in any event, in a matter of months.  These are the statements for year end December 31st, '05.  What we have in the record to this point is up to September, as I understand it, so this would be just the last quarter.  I presume those are already filed with the Securities Commission.  The filing with Securities Commission, if I remember, was January 16th 2006, so it presumably had year end financials or something close to it.


MR. RODGER:  That clarification is helpful.


MR. KAISER:  Thank you, sir.  Mr. Shepherd, your witness.


PRELIMINARY MATTERS:


MR. SHEPHERD:  Mr. Chairman, I have two preliminary matters.  The first is -- and we communicated with all the parties earlier today about this.  On Friday, we filed Exhibit K4.1, which is a compensation comparison between Toronto and Ottawa which we were planning to use in cross‑examination.  


During the course of Friday afternoon, we noted that there's a mathematical error in that filing and we have filed ‑‑ we have produced for the other parties and we're filing today a corrected version of K4.1.  Copies have been provided to everybody.


The second item, Mr. Chairman, is when we were preparing Mr. Coppinger, the witness, for his evidence today, we noted that inadvertently we did not attach his CV to the evidence, which is the normal practice and required in our understanding.  So we have provided that to everybody last night or this morning, and we're providing copies now and this does not yet have an exhibit number.


MR. MILLAR:  Exhibit K5.1, Mr. Chair.


MR. KAISER:  Thank you.

EXHIBIT NO. K5.1:  CURRICULUM VITAE OF FRANK J. COPPINGER.


MR. MILLAR:  I don't think we need to give a new exhibit number to the other K4.1.  He's marked it as corrected.


MR. KAISER:  I see that.


What exhibit is Mr. Coppinger's evidence?


MR. MILLAR:  K5.1.


MR. KAISER:  The original?


MR. MILLAR:  Do you have that, Mr. Shepherd?


MR. SHEPHERD:  I don't know what exhibit number it was given.  We just filed it.


MR. MILLAR:  Would you like to give it a fresh exhibit number?


MR. SHEPHERD:  That's good.


MR. MILLAR:  I'm not sure it actually has an exhibit number, so for clarity perhaps we should make sure it has one.  It will be K5.2.


EXHIBIT NO. K5.2:  EVIDENCE OF FRANK J. COPPINGER

MR. SHEPHERD:  And, sorry, Mr. Chairman, still on preliminary matters, there's been a considerable amount of discussion about the schedule for argument.  I wonder if the Chair has some guidance on that that can assist us.  We have some concerns about the schedule because of other things that are going on.


MR. KAISER:  Yes.  We have some conflicts ourselves.  What I was going to propose -- I recall Mr. Rodger had a problem that week, and we were going to -- I think I had initially suggested the Monday, which his the 6th.  What I would prefer to do is start on the 7th, which is the next day, and then leave open the 9th in the event we don't complete everything in one day.  I'm hopeful we will.  Does that create a problem for anyone?


MR. SHEPHERD:  Mr. Chairman, I guess our concern ‑‑ I have the problem on the 7th.  I can't be here at all on the 7th, but my concern is the normal practice is that the intervenors have some time after the argument in‑chief to prepare their argument.  For example, in Hydro One, we have in‑chief on, I think, a Monday, and then the following Monday we have intervenors, and then the following Monday we have reply from the applicant.  


As I understand it, the argument in‑chief could be quite extensive and it would be difficult for us to simply respond on the fly and I'm not sure we can be very helpful to the Board in that circumstance.


MR. KAISER:  How long will your argument be Mr. Rodger?


MR. RODGER:  At this point I'm speculating, but I suspect it could be up to an hour‑and‑a‑half, two hours.  I think our expectation is there is quite a bit of detail and I was going to offer, if the Board would like -- I mean, we're certainly prepared to file a written final argument, which would give my friends a few days, and then thereafter we could do a written reply, if that would help parties and the Board.


MR. SHEPHERD:  Mr. Chairman, we would also be very happy to do written argument.  We find that it's easier to provide the Board with very disciplined and specific suggestions and analysis in writing rather than orally.


MR. KAISER:  My preference is oral just because I tend to ask questions and the Panel had concluded that would be desirable.  And, of course, we had indicated that parties are free to file a written outline, as detailed as they want, prior to that, which is helpful.  So let's do this, Mr. Rodger.  Let's start with you on the 7th, and then let's ‑‑ we'll have to fiddle with our dates, but a week would be sufficient, Mr. Shepherd?


MR. SHEPHERD:  Yes, Mr. Chair.


MR. KAISER:  Mr. Dingwall?


MR. DINGWALL:  Yes, sir.


MR. KAISER:  All right, well, we'll hear Mr. Rodger -- well, first of all, this doesn't relate to Toronto, but I think we'll try and deal with the Ottawa case, as well, on the 7th.  I think Mr. Farrell thought that would move fairly quickly.  There's not much in the way of issues there, and then we'll hear Mr. Rodger in‑chief, and then we'll determine a date which -- we'll be back here tomorrow, so we can discuss this further, at which point we'll hear reply ‑‑ not reply.  We'll hear response from -- hear the argument of the intervenors, and we'll discuss whether we hear your reply at that time or whether we let that go on further.  


In any event, it will always be the case, if you feel you need more time than we are allowing, just ask for it and we'll accommodate all counsel in that regard.  Is that satisfactory for you, Mr. Millar?


MR. MILLAR:  Yes, presuming that we can find the time, the actual space in the hearing rooms.


MR. KAISER:  We'll find some time, some place somewhere to deal 


MR. SHEPHERD:  Mr. Chair, since you raised the Ottawa situation, and the issue also arises in this case, the ROE issue, I unfortunately was not hear yesterday but understand there was discussion of an ROE and I have seen the transcript.  The concerns that have been expressed to me by a couple of people, and I think I share it, the Board currently has no evidence before it on ROE.  It has a letter which has not been put in evidence, simply a letter.  


MR. KAISER:  Talking about the McShane letter?                        
MR. SHEPHERD:  That's right.  It has material   prepared by Mr. Richie, but no evidence in the normal sense, and there's no opportunity for cross-examination of either of those persons.  And I understand that this is a technical issue and this is a calculation issue, but it's also an issue of the rationale for one calculation versus the other.  And I was under the impression I guess last Friday that this panel planned to hear the witnesses and -- so that there could be a dialogue about why one method or another method was the appropriate way of calculating this.  
I guess we could certainly use some guidance, Mr. Chairman, as to how we'll have an evidentiary base to argue the ROE question, which is a question of some substance. 


MR. KAISER:  I think the only -- I mean the 

Calculations are the calculations. The McShane letter really speaks for itself.  It's clear how she calculated it and why she calculated it.  And it maybe less clear in Mr. Ritchie's case about but it's clear how he calculated it.


What is clear, as you’ve pointed out, is the rationale, and I think we've been pretty clear to Board counsel we expect him to address that in argument.  Now we think, we are convinced that Board counsel can reflect the policy of the Board staff quite adequately and explain why it is they are taking this position.  

       They may have changed their position, for all I know, but certainly when they took their initial position they were not aware of the McShane issue, which is to say that even if they were going to go a mechanistic calculation they ought to do it differently, which is really her point.


So I don't think it's appropriate to ask Mr. Ritchie 

to explain the rationale.  It's a policy position the Board 

staff has taken and counsel will have to articulate hat 

and convince us that there is a rationale for the position that they are taking, no different than any other party.  And I'm sure Mr. Rodger or Mr. Farrell will take a similar or contrary position which they have outlined to this point.  In reliance on the McShane letter, Mr. Rodger indicated he would produce Ms. McShane as a witness, but 

Board counsel didn't seem to want to examine and the panel 

doesn't feel any need to examine her.  I think it's clear 

enough what her position is based on her letter.  


In other words, the issues are joined.  We understand what the issue is.  It’s a question of understanding the rationale from the different parties and what makes sense in light of these different circumstances.  


MR. SHEPHERD:  Thank you.  That's helpful, Mr. Chairman.  


MR. KAISER:  Mr. Millar, I can't find the witness’ evidence in this jumble bell of paper.  Can you help me?


MR. MILLAR:   We may be able to provide a copy.  


Mr. Shepherd, do you have an extra copy?   


MR. SHEPHERD:  I don't.  I don't even have one for 

myself. 


MR. MILLAR:   I think I have an extra copy.  


MR. KAISER:  Do you know what day it was provided?


MR. SHEPHERD:  It was filed in – oh, in December.                       
MR. KAISER:  Thank you.  Please proceed. 

     MR. SHEPHERD:  So Mr. Chairman, I would like to 

introduce Frank Coppinger, who is the general manager of facility services for the Toronto District School Board, and he has the distinction of being the only actual ratepayer to appear before the panel in this case.  I wonder if he could be sworn. 


FRANK COPPINGER, Sworn.

EXAMINATION BY MR. SHEPHERD:
     MR. SHEPHERD:  Mr. Coppinger, can we first take a 

     look at your CV?


A bachelor and masters degree in engineering 

and an MBA from the University of Melbourne. 

       MR. COPPINGER:  Yes, that’s correct. 

       MR. SHEPPARD:  Could you try to make sure you speak directly in the microphone?  Thank you.

       You are currently the chair of the public sector quality council in Ontario and the president of academic facilities council of the international facility management association? 


MR. COPPINGER:  Past president. 

     MR. SHEPHERD:  You are been at Toronto District School Board and its predecessor, North York Board of Education, since 1993? 


MR. COPPINGER:  That's correct. 


MR. SHEPHERD:  Prior to that, you spend five years as director of facilities at the City of Mississauga. 


MR. COPPINGER:  That's correct. 

     MR. SHEPHERD:  Was that when Mr. O'Brien was city       manager?


MR. COPPINGER:  Mr. O'Brien arrived as city

manager shortly after I left.  The city manager who I reported to is Mr. Doug Lacheque. 


MR. SHEPHERD:  In the 20 years prior to working at 

Mississauga, you had a number of engineering and management positions in both the private sector and public sector? 


MR. COPPINGER:  Yes, I’ve worked in public and 

private sector through Australia, Southeast Asia, South Africa and here in Canada. 


MR. SHEPHERD:  You are now the head of the facilities services department of Toronto District School Board? 


MR. COPPINGER:  I am the general manager of the facilities services department.  I report to the executive superintendent. 


MR. SHEPHERD:  Can you briefly describe your        responsibilities in that role?


MR. COPPINGER:  As the general manager, I'm 

responsible for the physical plan operations for the all the buildings owned by the Toronto District School Board, some 48 million square feet, and we have approximately 3, 500 employees, operating budget of just over $300 million per year, and a current capital budget of 200 million. 


MR. SHEPHERD:  I wonder if you could briefly 

describe the purchase and content of your evidence. 


MR. COPPINGER:  The purpose of the evidence 

provided is that we're concerned with a forecast deficit in our budget this year because of the extraordinary increases in the cost of utilities.  We estimate that our utilities will cost some $12 million more than last year.  Our budget that's been approved by the Toronto District School Board does not cover that full amount.  So we're currently forecasting a deficit of some five to $6 million.  


We've compared our utility costs with other school boards, and as noted in the evidence, we see a 

difference in the distribution rates between other urban areas -- for example, the Hamilton School Board, if we were playing the same distribution rate as the Hamilton School Board, we would be some $2.6 million I think better off.  And that would contribute a lot to our covering the proposed deficit in our budget.  So that's our major concern, is we are not aware and don't understand why we need to pay more for electricity distribution here in Toronto than our colleagues in Hamilton.  The majority of the funding of the physical plant in the Toronto District School Board does come from the province.  And it’s based on school student population; therefore the rate that schools get in Hamilton and unit rates 5.84 a square foot is pretty much the same as Toronto.  So we have this same revenue from the province in both school boards but we have a major difference in our operating cost in utilities and that is something we don’t understand and I guess is why we’re here making a representation to find out if we can get some relief on that score.

MR. SHEPHERD:  Mr. Chairman, Mr. Coppinger is available for cross‑examination.


MR. KAISER:  Mr. Millar?


MR. MILLAR:  Board staff has no questions of this witness.


MR. KAISER:  Mr. Dingwall?


MR. DINGWALL:  I have no questions.


QUESTIONS FROM THE BOARD:


MR. KAISER:  Mr. Coppinger, we see your analysis with respect to this proposed rate increase.  Did you do this analysis last year?  In other words, this differential that you are speaking to, the difference between the cost of electricity to schools in Hamilton compared to Toronto, is that a long-standing situation or has that just surfaced this year?


MR. COPPINGER:  We have only picked it up this year.  It's not something that we're delved into at a big difference.  So, Mr. Chair, specifically the answer is it was only this year that we delved into and understood that differential.


MR. KAISER:  This $5.84 which, if I understood correctly, is some form of provincial funding that is made available to the different school boards, how is that calculated?  Is energy cost a factor in that?


MR. COPPINGER:  The $5.84 per square feet is an operations grant provided by the Ministry of Education that covers the caretaking, maintenance and utilities.  They do not break that down into the three elements, but it's meant to cover the facility operating cost for maintenance and utilities.  


MR. KAISER:  And do all the schools in the province get the same amount, or is there some variation?


MR. COPPINGER:  Every school board gets the sale amount with the exception there are some minor special allowances for rural boards, those boards with slightly different facilities.  They call it a topping-up grant.  But, in general, on average, every school board receives an identical amount.


MR. KAISER:  Is it the case that operating expenses are generally the same from school to school?


MR. COPPINGER:  The operating expenses in Toronto are slightly more than other school boards.  We do benchmark against them.


MR. KAISER:  So you don't have a way of arguing to the province that Toronto costs are higher than, say, Ottawa or Hamilton?


MR. COPPINGER:  It's certainly a major effort we're making at the present time to the province asking for end year funding, additional funding, to cover the extraordinary utility increase, and my understanding is that there are a large number of boards that are making a similar approach to the province to obtain relief this year.  


MR. QUESNELLE:  Just on that last point, when you mentioned the large increase, obviously ‑‑ not obviously, but I take it that the large increase you are referring to would be the commodity portion, if it's a provincial-wide effort, because there aren't -- or are you suggesting the distribution portion of the bill is receiving equal reaction cross the province?


MR. COPPINGER:  No, I'm looking at the complete overall cost of utilities.  So I compare my actual costs of last year in total with 65-1/2 million.  Now, we don't know what it's going to be this year, because we watch the gas price almost hour by hour, and we don't know what we'll end up paying for natural gas.  But our best guess at the present time is that our total energy bill will be about $78 million, which is an increase of approximately $12 million over actual expenses last year. 


MR. QUESNELLE:  So your efforts with the province, that is twofold.  There would be one to recognize the increase costs of utilities as a whole and also to recognize that there are differentials in your cost inputs in running the schools across the province?


MR. COPPINGER:  The cost differential in Toronto is due to our larger number of smaller schools, and a lot of schools that were built in the immediate post-war period tend to be poorer quality and require larger maintenance.  So the arguments we're presenting to the province related to the quality of their building stock and the need to be recognized for that deficiency.


Our current maintenance backlog is approximately $1 billion, and we are pushing hard for more relief on that.  The province did release last year "good places to learn" grant, and we did obtain a $175 million one-off grant, and we are hoping for more.  But our costs, when we benchmark against other school boards, because of the building stock we find are a little higher.


MR. QUESNELLE:  Thank you.


MR. KAISER:  The Horizon example you've taken - I'm looking at page 5 of your evidence - I take it, if I'm reading this correctly, that Hydro Ottawa's costs are closer to Toronto's costs than the situation in Hamilton and St. Catharines; am I reading this right?


MR. COPPINGER:  That's correct.  The differential on distribution costs between Ottawa and Toronto is some $700,000.


MR. KAISER:  Mr. Rodger, do you have any questions?


CROSS-EXAMINATION BY MR. RODGER:

MR. RODGER:  Yes, sir.  Mr. Coppinger, my name is Mark Rodger and I'm counsel to Toronto Hydro.  You're here on behalf of the Toronto District School Board.  Are you also here today representing the Toronto Catholic Board?


MR. COPPINGER:  No, I'm here representing the Toronto District School Board.


MR. RODGER:  Did you discuss your attendance and presentation with the Toronto Catholic Board at all?


MR. COPPINGER:  No, I have not.


MR. RODGER:  Do you know whether they share your views?


MR. COPPINGER:  I believe they are experiencing similar problems with their budget this year, and, yes, I would say they are in agreement with my view that we need relief on our utility costs.


MR. RODGER:  Now, you're aware, sir, that Toronto Hydro's application before this Board is for a distribution rate reduction?


MR. COPPINGER:  I'm aware of that.


MR. RODGER:  And on page 1 of your pre‑filed evidence, I understand your testimony is to describe for the Board what you call the practical implications of this application on your costs.  Could you clarify for me, how much is your total annual electricity bill?


MR. COPPINGER:  The total actual bill last year for electricity was $30.4 million, and our forecast at the moment for this year is $36 million.


MR. RODGER:  Of that $30.4 million, what is the distribution component?


MR. COPPINGER:  The distribution component, I think, is a little under 20 percent.


MR. RODGER:  So roughly $6 million of that 30?


MR. COPPINGER:  That's correct.


MR. RODGER:  Now, in terms of the -- have you done a calculation of if this application was approved by this Board, how does that $6 million change once the rate ‑‑ the rate discount goes into effect?


MR. COPPINGER:  The number, I think, was recorded in the submission.  From memory, it was approximately $330,000.


MR. RODGER:  $330,000.  So I wonder if you could just explain what are the practical implications of you having that extra $330,000?


MR. COPPINGER:  The practical implications are ‑‑ our major concern at the present time is how to cover the deficit for this current year.  The board is required to balance its budget each year.  We expect to be 4 to 5, $6 million even, over that budget at year end.  So we're endeavouring to make very active efforts to conserve our energy to reduce our rates, and to lobby the province to obtain recognition with an additional grant to cover that utility increase.  


So they are the three fronts we're working on.


MR. RODGER:  So in terms of the practical implications of this application is approved, do I take your evidence to be that that $330,000 in savings, that just goes towards reducing the deficit; is that correct?


MR. COPPINGER:  That's correct.


MR. RODGER:  Now, it's not clear in your paper, but do you support the application before the Board?


MR. COPPINGER:  I don't understand the question.


MR. RODGER:  Well, is part of your intervention here today -- do you oppose Toronto Hydro making this application with reduction it has or are you supporting it.


MR. SHEPHERD:  Mr. Chairman, I'm not sure how that's relevant.  This is a customer who has given evidence that he understands there is a rate reduction, but even after the rate reduction Toronto Hydro is still a lot more expensive.  So I don't understand how he can answer whether he supports the application. 


MR. RODGER:  It was a basic question, sir.  It would be helpful to know the position of the school Board on this 

application.  


MR. KAISER:  I think it's a fair question. 


MR. COPPINGER:  Mr. Chair, I would say that the 

school board is after as much relief as possible.  So we would like more than actually what's being put before you. 


MR. RODGER:  So you think the rate reduction for 

the school should be larger? 


MR. COPPINGER:  I believe that the cost of 

distribution should be the same across the province because the funding by the province to the school board is the same right across Ontario. 


MR. RODGER:  So your view is that schools across 

the province should pay one uniform distribution charge --is that correct? 


MR. COPPINGER:  I believe the rates should be comparable. 


MR. RODGER:  Comparable or the same? 


MR. COPPINGER:  The same. 


MR. RODGER:  And would you agree with me if I 

propose that a possible reason why different LDCs across this province have different rates is that they all have different costs?   


MR. COPPINGER:  I'm not aware of the costs of 

electricity companies across the province. 


MR. RODGER:  But would it surprise you to find out 

that of the 85 or so local distribution companies remaining in  the province, they do have different costs?   


MR. COPPINGER:  No, it wouldn't surprise me. 


MR. RODGER:  And I think you remarked to the 

chairman that in fact in your own school board I take it you don't have identical costs to every other school in the 

province? 


MR. COPPINGER:  That's correct. 


MR. RODGER:  And if different organizations, LDCs,

have different costs, isn't it reasonable to expect that they therefore would have different rates?   


MR. COPPINGER:  Well, I tie it back this -- 

I guess my reference point is the Ministry of Education grant to the school board.  We're provided certain funds each year to operate the school board and we endeavour to align our costs with the budgets that are awarded us.  


Similarly, I would expect utility companies would be optimizing their costs and the end should be roughly 

comparable. 


MR. RODGER:  When you said a few minutes ago that you think all of distribution rates should be identical or 

comparable in terms of the distribution portion, is it your 

position at this hearing that schools in particular should be receiving some assistance in order to make those rates 

comparable? 


MR. COPPINGER:  Well ,I'm purchasing here -- my 

presence here is to push Toronto District School Board, that that has a reduced rate that is more in line with other school boards precisely because of the reason we all receive the same grant unit rate from the province. 


MR. RODGER:  So in your view, who should pay the 

difference?  In other words, should the Toronto Hydro be 

essentially writing you a cheque difference between it's 

distribution rates and Hamilton's?   


MR. COPPINGER:  Well, I’ll ask the question through 

the Chair.  I think my presence here is to ask the question of why this differential.  We would expect the Board to be awarding a recognition of cost if there's a legitimate cost 

difference.  But we don't understand why the distribution cost is 100 percent more in Toronto over Hamilton. 


MR. RODGER:  Well, let me ask you.  Just assume 

there are in fact legitimate cost differences between, let's say, Toronto Hydro and Hamilton Hydro, and they are valid.  But there is still a rate differential.  My question to you for this immediate rate you are coming up is who should pay the difference.  Who would you say the Board should look to, to receive the funds to make that distribution rate the same in Hamilton?   


MR. COPPINGER:  Well, if you are asking me if 

there's a legitimate cost difference in the operations of the utility in Toronto to the cost of operations in Hamilton, no doubt that should be recognized and we as a school board would be faced with some of that cost differential, and it would be our responsibility to then follow the other two strategies, one of which is increase conservation, if it’s ourselves, or secondly, push the province to recognize that differential. 


MR. RODGER:  What if someone proposed that the 

difference between, again, Toronto’s distribution rates and 

Hamilton's distribution rates should be made up by other 

ratepayers.  In other words, put more of a burden on the other ratepayers to reduce the rates to be paid by the school boards. Would you support that? 


MR. COPPINGER:  I'm not quite sure of the 

question. 


MR. RODGER:  Well, in order to reduce the distribution slice of your overall bill that you pay -- that is,        the Toronto District School Board pays -- we would redesign the rates to put more a burden on other ratepayers so they would basically pick up the difference collectively.  Is that something you would support? 


MR. COPPINGER:  Personally I could support that 

because -- but it would be a matter for the Toronto District School Board trustees to make that political decision as to what the Board would support.  But I do know that they seek relief on their budget by imposing additional tax to other residents in Toronto.  


So extrapolating that point of view to your position, I would say they would support that ratepayers pick up that differential cost. 

  
MR. RODGER:  You've also described in your evidence that conservation is a key priority for the school        Board; is that fair?


MR. COPPINGER:  That's correct. 


MR. RODGER:  And you say on page 5 of your     evidence that you've reduced consumption by 20 percent over the last five years.  Is that a fair recollection of your 

statement?   I think it was page 5. 


MR. COPPINGER:  I don't see it. 


MR. RODGER:  Second last paragraph above the 

conclusion.  

“Despite TDSB’s strong commitment to conservation and its success in reducing consumption by over 20 percent over the last five years, electricity costs continue to increase.”                     

MR. COPPINGER:  That's correct, yeah. 


MR. RODGER:  When you say you've reduced      consumption by 20 percent, what consumption is that?   Is that electricity, natural gas, is it water? 

 
R. COPPINGER:  Just one moment.  That the 

reduction in kilowatt hours in the last five years of 

electricity. 


MR. RODGER:  I see.  Electricity only.  Okay.  And 

what's been the biggest area of success in your electricity 

conservation efforts?   


MR. COPPINGER:  The biggest area of success is the 

conversion from T12 to T8 lamps in a large number of 

schools, combined with an education program with the users in our schools to turn lights out at scheduled times.  I think they would be the two biggest areas where we've conserved the electricity, but there are many other areas where we've been acting as well. 


MR. RODGER:  How much additional electricity 

conservation do you expect to achieve over the next, let’s say, five-year basis?


MR. COPPINGER:  We haven't done a five-year 

projection.  We are expecting to move from 308 to 300 million kilowatt hours next year.  I think we were probably grabbed the majority of the low-hanging fruit with the conversion of our lamps from T12 to T8 so going to be more difficult in the future to get the same sort of percentage reductions.  


The Board does have very active conservation effort.  For example, we are partnering with Toronto Hydro and we have in 31 pilot schools smart meters and we are finding that initiative, which has only been in place for three to four months, as positive.  And we're hoping we can work with Toronto Hydro and extend that to all buildings in Toronto and obtain similar benefits in reducing consumption.  But to produce a five-year figure, we have not done that yet.


MR. RODGER:  Do you have minimum conservation targets for each school as to what they should be achieving each year?


MR. COPPINGER:  Well, we have a target for each school.  We take the consumption of each school and we look at the proposed energy projects that are being planned for that school, and then add another 2 percent reduction on that.  And that's provided as a target for the ‑‑ each school.  


Then we do monitor the consumption on a monthly basis, check it all online graphically, and that information is available to all school administrators to check their performance against their target.


MR. RODGER:  Is there an incentive or a penalty if the school does not achieve the target?


MR. COPPINGER:  No.  We are contemplating an incentive program, but we have not introduced that yet.


MR. RODGER:  I believe you also, in an answer to the Board, said you do benchmark your performance with other school boards' performance in the conservation area?


MR. COPPINGER:  Through the Ontario Association of School Board Officials, we do compare energy conservation efforts.  And at the recent conference last month, we presented our figures to other school board users.


MR. RODGER:  Now, are you aware, sir, that after the CDM program was announced, I believe it was Mr. Zebrowski of Toronto Hydro and others met with your superintendent to discuss CDM initiatives and the potential dollars that were to be made available under this initiative.  Are you aware of that?


MR. COPPINGER:  Yes, I was in the meeting.


MR. RODGER:  You were in the meeting.  And you're aware Toronto Hydro has committed approximately $25 million to CDM programs?


MR. COPPINGER:  Yes, I am.


MR. RODGER:  And as I think you just mentioned, your school board has applied for and will receive some $288,000 in the lighting initiative?


MR. COPPINGER:  I wasn't aware of that number.  Thank you very much.


MR. RODGER:  And this represents approximately 1 percent of the total CDM budget to date, the $25 million; is that fair?


MR. COPPINGER:  I don't know if it's fair.  I would -- hopefully we can work with Toronto Hydro and get more than that.


MR. RODGER:  That was my question.  It was just -- you know, I read your evidence and it's underscored the importance of electricity costs and your work in conservation.  I'm puzzled a bit as to why the Toronto District School Board hasn't been more aggressive in taking greater advantage of this $25 million in funding.


MR. COPPINGER:  Well, we're working on four fronts with Toronto Hydro at the present time.  We have the agreement between Toronto Hydro and the Toronto District School Board with the lawyers at the moment.  So the delay at the moment is just signing the agreement, but the applications are in.  We are working with you on the smart meter program.  


Now, that's not an application, but you're very well aware that we need to extent our 31 pilot schools to the 585 schools.  We are also working with you on the "Power Factor Correction" program, and we have installed capacitors in some 20 schools and the arithmetic is there.  You are aware of the numbers, but no applications, formal application, has yet arrived but it is coming.


MR. RODGER:  Now, just on the issue of price, in this sector they continue to have very interesting debates over the interaction between electricity prices and conservation.  On the one hand, this Board often hears that electricity should be cheaper.  On the other hand, other stakeholders believe electricity prices aren't high enough and that only when you have higher prices does it make conservation real, because then the consumer gets the incentive.  And I suggest that we see this all the time in other markets.  Gasoline prices, we have years of low prices and the roads are filled with large trucks and SUVs.  Now that gas is a dollar a litre, we see those sales dropping off. 


So from the perspective of the school board, how would you respond to the concern that lower electricity prices are not necessarily always a good thing, because they can work against conservation by providing consumers with an incorrect price signal?


MR. COPPINGER:  Well, in my opinion, it is not an essential fact to have high prices to conserve energy.  The school boards in the Toronto area commenced a conservation program way back in '93, and it's taken us that long, because of funding constraints, in order to complete the conversion, for example, of the majority of our buildings from T12 to T8.  But we have an extremely active energy management environmental program.  


A year ago, the Toronto District School Board published an environmental report.  I think we are probably the first school board in the world to do.  One of the initiatives in that environmental report was to produce annually an energy conservation report.  


And, Mr. Chair, here is an example here of the energy conservation report for the last year, and it outlines all the successes and all the areas we still need to act on.  That has been sent now to all school board trustees, to all school principals, to all head caretakers, to all facility staff, and we'll be distributing it to the public.  So we're very transparent on our efforts to conserve energy, because it is tied into the education of students.  We have developed curriculum materials.  We have encouraged to schools to be certified each year as eco schools.  So it is part of the education process, and a key part is the reduction of the CO2 emissions from energy, and this believed to be of global importance not just to Toronto, but to the whole country.  


So there are many incentives for the school board to conserve energy, and I don't believe that high prices for electricity are necessary for us to continue a conservation program.


MR. RODGER:  So perhaps just on that last part of your answer, sir, compared to what Toronto Hydro is charging you today for the distribution slice of your bill, how do you think conservation would be best achieved, through lower or higher prices compared to today's price?


MR. COPPINGER:  Well, what I would like to see is more incentives for all users of electricity in Toronto to conserve energy.  It doesn't have to be a higher price to conserve it.  I think efforts could be made to reward consumers, particularly school boards, that make a very active effort in reducing their consumption.  If there was an incentive program, I think that would help to reduce the overall consumption in the Toronto area.


MR. RODGER:  Now, you mentioned in your evidence that you're funded by the province.  Has the province at any time ever suggested that part of your funding would in any way be tied to reaching certain conservation targets?


MR. COPPINGER:  They haven't implied that, but there's a new act passed last year.  There is a requirement we produce an energy conservation report, but that is not tied to the funding.  It is just a requirement of the school boards that we need to make an annual report.


MR. RODGER:  Would you agree with me that if the province did do that, that would be a kind of incentive that could produce conservation results, because your incentive is that if it's linked to your funding and you don't reach the targets, you're not going to get the funding?


MR. COPPINGER:  I wouldn't see the province doing that.  No, I don't agree with you.

       MR. RODGER:  One final area.  In your evidence you        indicate that, like Toronto Hydro, you are the creation arising from amalgamation in 1998; is that correct? 

 
MR. COPPINGER:  Correct. 

     MR. RODGER:  I believe your organization was 

formerly seven former individual school boards; is that right? 


MR. COPPINGER:  That's correct. 


MR. RODGER:  Now, part of the story in this rate 

case has been call the success of amalgamation from Toronto 

Hydro's point of view in terms of cost reductions that the 

utility has achieved.  Hundreds of employees, it’s been able to downsize to less than $30 million in less operating expenses than the year 2000.  Just so we understand how electricity costs interrelate with your other costs, could you describe how the Toronto District School Board -- have they been able to enjoy the same types of dramatic cost reductions since your amalgamation? 


MR. COPPINGER:  Since amalgamation operating cost has dropped by some 24 percent, and I think approximately 

800 staff have been laid off. 


MR. RODGER:  I also believe you said to the Chairman, or in your evidence, that you also appear to have some 

pretty aging plants.  I believe the number was you’re expecting capital spending of about $1 billion over 

the next period of time to revitalize your infrastructure. 


MR. COPPINGER:  The aging plant requires more 

maintenance each year.  With our particular plant, our backlog of maintenance increases by 100 million a year.  We are normally funded for $40 million a year, so backlog increases by $60 million, and it’s currently estimated at $1 billion.  The province did engage consultants to inspect every school building in Ontario so the province is -- these are the province figures, not the board's figures.  The province is aware of the backlog of maintenance for every school building in the province of Ontario. 


MR. RODGER:  Thank you very much, sir.  Those are 

my questions, Mr. Chair. 


QUESTIONS FROM THE BOARD:


MR. KAISER:  Thank you.  Mr. Coppinger, turn to 

page 3 of your evidence.  Just a couple of questions.  The declining consumption as a result of conservation, I take it, is the top graph there that shows the consumption declining from about 370 million kilowatt hours in ‘01 down to under 300 in 2006. 


MR. COPPINGER:  That's correct. 


MR. KAISER:  And that 300 is the forecast which you have spoken to earlier.  This year was 308, and next year 

you expect it to go down to 300. 


MR. COPPINGER:  308 kilowatt hours was the consumption  in the 2004-2005 year.  So the ’05-2006 year ending in August, it's our target to achieve 300 million kilowatt 

consumption. 


MR. KAISER:  So if your consumption goes down and 

if Toronto Hydro in fact reduces their rates, as they are 

proposing, doesn't your bill go down?   


MR. COPPINGER:  That's correct. 

     MR. KAISER:  So far as distribution costs are concerned? 


MR. COPPINGER:  Yes. 

   
MR. KAISER:  And the reduction in consumption you achieved in electricity appears to be a little bit better than what you achieved in natural gas?  There it’s going from 80 million cubic feet to 79.1?


MR. COPPINGER:  Yes, we were not able to achieve the same reductions in natural gas as we have had in electricity. 


MR. KAISER:  And the increase in costs that you are forecasting, with respect to electricity, looks like the natural gas costs are going up by about the same amount, from 29.3 to 36 million? 


MR. COPPINGER:  Yes. 

     MR. KAISER:  Going up from 30 million to 36 million, so it’s about the same increase in costs regardless of 

whether it's electricity or gas? 


MR. COPPINGER:  Yes, our actual price for natural 

gas last year was $29.3 million and we're forecasting -- we 

don't know yet.  At the moment, today's forecast is $36 million for this year. 


MR. KAISER:  Now, you've explained some of the 

things you've been doing in this conservation area and 

suggested maybe you've taken the low-hanging fruit with the 

shift from T12 to T8.  Do you have any specific ideas as to 

what more Toronto Hydro could do for you, for your organization, in terms of conservation?   


MR. COPPINGER:  It could where we consume electricity 

to assist us in particularly the replacement of some of the deteriorating equipment with more energy-efficient equipment. 


MR. KAISER:  Have you raised that with them? 

     MR. COPPINGER:  We actually have meetings booked 

with Toronto Hydro I think next week to look at aspects of the building envelope where we could work in partnership together. 

  
MR. KAISER:  Now, you mentioned you have this 

smart meter pilot, the 31, and responding to some questions by Mr. Rodger you said it would be nice if you could expand that to all 585.  What specifically has been the benefit that you've detected from the smart meters that you've deployed to this point in time? 


MR. COPPINGER:  There have been a number of benefits that's we've seen to date.  The ability to read the 

electricity consumption every 15 minutes is a tremendous 

benefit compared to the existing, where it may be two months after we actually consume electricity do we know the actual electricity consumption.  So we're able to pick up very quickly any anomalies in the consumption in a school building.  


Now, this can be due to a number of reasons.  It could be faulty equipment, it could be schedules missed in the lights being turned off at nights and weekends.  Those are the main two areas, where it’s a people problem or a plant problem, and the ability to see where the trends move offline on the same day we can act rather than two months later.  So we have two months saving when something goes wrong. 


MR. KAISER:  Because you would think you wouldn't 

have that much ability to shift load.  The kids are in school in certain hours and you have to leave the lights on there.  But you are saying it allows you to detect things if they forget to turn the lights off? 


MR. COPPINGER:  That's correct, although we are 

looking at the possibilities of shifting some loads in schools. 


MR. KAISER:  Thank you very much.  Thank you, Mr. Rodger.  

     MR. RODGER.  Mr. Shepherd, any re-examination?   


MR. SHEPHERD:  Mr. Chairman, I just have two 

questions for Mr. Coppinger.

RE-EXAMINATION BY MR. SHEPHERD:

  
MR. SHEPHERD:  Mr. Coppinger, in the questions by Mr. Rodger, you have you said you that have cost differentials.  Some of your costs are higher than other boards; right? 


MR. COPPINGER:  That's correct. 

     MR. SHEPHERD:  Do you do anything to study reasons for that or to try to understand why that is?  What do you do? 


MR. COPPINGER:  We talk to the other boards to 

understand -- for example, if we have a caretaking labour cost differential, we determine why the reason is.  We find that in other school boards they may not have caretakers on during the day, whereas it's a policy of the Toronto School Board that it needs to be because of the safety risk, health and safety and security risk, is there is a need to have a caretaker present in every school during the day.  That same pressure apparently doesn't exist in other school boards in rural areas, and so they have a significant saving in that area. 


MR. SHEPHERD:  Do you do that with every major cost, cost differential from other boards? 


MR. COPPINGER:  Yes.  Well, we benchmark with      other school boards, and we've a number of associations so we benchmark with not only other school boards but universities and colleges across North America. 


MR. SHEPHERD:  My other question is, if you find that you have a higher cost in a particular area than, Hamilton, say, what action do you take?   How do you deal with that if you have a naturally higher cost? 


MR. COPPINGER:  How we deal with it, we've a monthly energy coordinating committee.  We discuss anomalies and benchmarking and decide on sending in teams to a particular school to study why they are costs are out of line from the normal.  And we rely on reports from those engineers to establish ways and methods of reducing the cost. 


MR. SHEPHERD:  Thank you.  That's all, Mr. Chairman. 


MR. KAISER:  Thank you Mr. Shepherd.  Mr. Millar, 

anything further? 


MR. MILLAR:   No, I think that's it for today, Mr. Chair. 


MR. KAISER:  We'll adjourn until 9:30 Thursday 

morning and hear your panel.  Thank you, Mr. Coppinger.  


MR. COPPINGER:  Thank you, Mr. Chair.


---Whereupon the hearing adjourned at 3:18 p.m.
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