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NO UNDERTAKINGS WERE FILED IN THIS PROCEEDING


Friday, June 1, 2007


--- Upon commencing at 9:33 a.m.


MR. KAISER:  Please be seated.


The Board is sitting today in connection with a procedural order that was issued on May 18th.  That procedural order related to an application dated March 26th, filed by Toronto Hydro‑Electric System Limited under section 78 of the Act, relating to smart metering activities and CDM, conservation and demand management activities.


The Board has determined that it will hear the CDM aspect of that application in a separate proceeding and has issued a procedural order to that effect.  


On May 2nd of this year, the Board issued a notice of combined proceeding pursuant to sections 19, 21 and 78 of the Act, to determine the prudence and recovery of costs associated with smarting metering activities for 13 licensed distributors, including Toronto Hydro.


The distributors, therefore, are as follows:  Chatham‑Kent Hydro, Enersource Hydro Mississauga, Inc., Horizon Utilities Corporation, Hydro One Brampton Networks Inc., Hydro One Networks Inc., Hydro Ottawa Limited, Middlesex Power Distribution Corporation, Milton Hydro Distribution Inc., Newmarket Hydro Limited, PowerStream Inc., Tay Hydro Electric Distribution Company Inc., Toronto Hydro‑Electric System Limited and Veridian Connections Inc.


Today we are sitting with respect to the issues, as set out in the procedural order of May 18th, as referred to.


Could I have the appearances, please?


APPEARANCES:

MS. SEBALJ:  Panel, my name is Kristi Sebalj, Board counsel, and I'm accompanied by Rudra Mukherji and by Barb Robertson from Board Staff.


MR. KAISER:  Thank you.  


MR. RODGER:  Good morning, Mr. Chairman.  Mark Rodger, appearing as counsel for Toronto Hydro‑Electric System Limited.


MR. KAISER:  Mr. Rodger.


MR. TAYLOR:  Good morning, Mr. Chair.  My name is Andrew Taylor, and I am counsel for the Coalition of Large Distributors, which does not include Toronto‑Hydro for the purpose of this proceeding.


It does include Hydro Ottawa, Horizon, PowerStream, Veridian and Enersource.


MR. KAISER:  Thank you, Mr. Taylor.


MR. SHEPHERD:  Jay Shepherd for the School Energy Coalition.


MR. KAISER:  Mr. Shepherd.  Mr. Buonaguro?


MR. BUONAGURO:  Good morning.  Michael Buonaguro, counsel for the Vulnerable Energy Consumers Coalition.


MR. KAISER:  Thank you.


MR. BRETT:  Tom Brett, Mr. Chairman.  I am here for Chatham‑Kent Hydro and Middlesex Hydro Distribution Corporation, and Jim Hogan from Chatham‑Kent Hydro is with me here.


MR. KAISER:  Thank you, Mr. Brett.


MR. ENGELBERG:  Michael Engelberg, counsel for Hydro One Networks Inc., and I am here with Rick Stevens, Hydro One Networks Inc.'s director of development strategy.


MR. KAISER:  Thank you.


MS. CORKUM:  Mary-Jo Corkum for Milton Hydro Distribution Inc., and accompanying me is Ron Brajovic.


MR. KAISER:  Thank you.  Mr. O'Leary.


MR. O'LEARY:  Dennis O'Leary, Enbridge Electric Connections Inc.


MR. KAISER:  Thank you.


MR. MacINTOSH:  David MacIntosh, Energy Probe Research Foundation.


MR. KAISER:  Mr. MacIntosh.


MR. CLINTON:  [Microphone not activated] Iain Clinton from Newmarket.


MR. KAISER:  Sorry, I couldn't hear you.


MR. CLINTON:  Iain Clinton from Newmarket.


MR. KAISER:  Thank you, Mr. Clinton.  Anyone else?  
Ms. Sebalj, how do you want to proceed?


MS. SEBALJ:  Thank you, Mr. Chair.  


The Board Members will find in front of them three documents.  I would like to start by marking those, and then suggest a process for this morning.


The first document is entitled "Guidance From the Board Required".  If we could mark that as J1.1.



EXHIBIT NO. J1.1:  DOCUMENT ENTITLED "GUIDANCE FROM 
THE BOARD REQUIRED"

MS. SEBALJ:  It may be the second document in your pile, but the first one I would like to deal with.


MR. KAISER:  All right.


MS. SEBALJ:  The second document actually includes two documents.  The first is entitled "Proposed Issues List".  I would like to mark that J1.2, but as part of that package, the next page is entitled "Contested Issues List" and I would like to mark that J1.3.


EXHIBIT NO. J1.2:  DOCUMENT ENTITLED "PROPOSED ISSUES LIST"
EXHIBIT NO. J1.3:  DOCUMENT ENTITLED "CONTESTED ISSUES LIST"

MS. SEBALJ:  And the two pages that are attached to that have been superseded by the -- by J1.1, which was just marked.  So if you could ignore those.


Finally, another package of documents entitled "Proposed Minimum Filing Requirements Relating to Minimum Functionality For An Advanced Metering Infrastructure".  And I would like to mark that as J1.4, and it is comprised of three pages, the first with eight points and the second with a set of filing requirements.

EXHIBIT NO. J1.4:  PACKAGE OF DOCUMENTS ENTITLED "PROPOSED MINIMUM FILING REQUIREMENTS RELATING TO MINIMUM FUNCTIONALITY FOR AN ADVANCED METERING INFRASTRUCTURE"

MS. SEBALJ:  I have conferred with the parties, and we have something of a threshold issue which the parties have determined requires guidance from the Board.  And with reference to Exhibit J1.1, I would suggest that we proceed to have the parties speak to that document entitled "Guidance From the Board Required" as a threshold issue prior to going through the issues list and the contested issues list, and the filing guidelines.


Just as a matter of a bit of a correction, the first two paragraphs of the Guidance From the Board Required document imply that all parties put forward the two proposals that you see before you under large number 1, "Scope of Proceeding".


I have been corrected in that, and I apologize to the intervenors who were not the authors of either proposal 1 or proposal 2, but would like to speak to those proposals.


I don't know whether the parties -- whether Toronto Hydro or Hydro One want to speak to this or whether they would prefer that I speak to the two proposals.  They are not authored by the Board Staff, so I would prefer if the parties themselves -- 


MR. KAISER:  Let the parties speak to them.  Mr. Rodger.


MR. SHEPHERD:  Mr. Chairman, just before we do that, I wonder if there are hard copies of these documents, these exhibits.


MS. SEBALJ:  Yes, there are, Mr. Chair, at the front bench, the empty bench.


MR. KAISER:  Why don't we distribute those to the people so they have them.


MS. SEBALJ:  Just while those are being distributed and before one or more of the applicants speak to the Guidance From the Board Required, I also wanted to point out that the parties have suggested that it might be beneficial for the Panel to receive some sort of overview guidance with respect to the smart metering initiative and what the parties see as the scope of this proceeding.


To assist with that, they have provided a diagram, which I will show to you, and then, with your approval, mark it as an exhibit.


MR. KAISER:  Thank you.


MR. RODGER:  I wonder, Mr. Chairman, just before we speak to the proposal, whether it might not be helpful for everybody, since this is the first time some of the people in attendance today have been here, to have a quick overview of this diagram, this coloured diagram.  It might help put the proposals in some kind of perspective for the Panel.


MR. KAISER:  Sure, go ahead.


MR. RODGER:  I believe Rick Stevens of Hydro One was going to take the Panel through this.


MR. KAISER:  All right.  Mr. Stevens.


OVERVIEW OF DIAGRAM BY MR. STEVENS:


MR. STEVENS:  This diagram has been used in a number of different forms and publications, but, generally speaking, it represents the end-to-end scope of the full smart meter initiative as we understand it.


Starting at the top left, I will just walk you through kind of the day in the life of data through the smart meter initiative, just so you get a handle on how the hand-offs occur.  It starts with the meters that have been labelled AMCD, for advanced meter communications device.  


Some meters talk to other meters talk to other meters and find their way to a collector, which is labelled as regional collector, and the intermediary cloud in between that is identified as a local area network for the meter collection.


Some meters require the local area connection.  Others operate totally on a wide area network, such as a cell phone, but eventually the data within the local distributor gets to its computer system that actually does the scheduling and reading of the meters.


From there, across another wide area network, the data is provided on a daily basis to what is labelled as MDMR, which is the data warehouse.  Currently, the IESO is procuring and running with that part of it.  


That entity will do the validating and editing and estimating of the data, and then put it into time-use buckets so that it can be provided back to the distributors for billing purposes.


The functional specification and regulations really covers the top line within figure 1 on the diagram -- or, sorry, within that diagram, which is the advanced metering infrastructure or AMI system, which comprise the meters, the local area network, the wide area network.  


What it doesn't really show or what really is not showing on this diagram is some of the other work that entails in there, and that is the actual physical installation of the meters.  Some LDCs have built and are using automated deployment means answer methods to do that installation and undertaken activity to develop those systems and communicate into their CIS systems for the end-to-end process of doing that.  


The other thing that isn't necessarily acknowledged is the impact that installation of meters can have on customer equipment, primarily around the meter base.  


So generally speaking that is the end-to-end scope of the smart meter initiative.  


MR. KAISER:  Thank you.  Mr. Rodger. 


MR. RODGER:  Thank you, Mr. Chairman.  


SUBMISSIONS BY MR. RODGER:


MR. RODGER:  Mr. Chairman, from Toronto Hydro's view, we've had a very good discussion with the parties over the past couple of days, which has resulted in the various exhibits that have been put before you this morning.  


Exhibit J1.1 entitled "Guidance from the Board" really speaks to what I would call the threshold issue that arose in the discussions with the parties over the past couple of days, and for Toronto Hydro's part at least and I know others will also speak to this, we would seek the Board's decision on the scoping question prior to filing evidence next week.  


Really, the scoping question under issue is the information and the evidence that the Board wants to receive in this particular proceeding.  And specifically, the discussion is whether the information and evidence to be filed is restricted to smart meter spending reflecting 2006 actual amounts, or whether it includes 2006 actual amounts and 2007 actual amounts and 2007 forecast amounts.  There does seem to be, I believe, universal consensus that it is at least 2006 actuals, but as you will hear from a number of other LDCs, they believe that it is critical that you also consider 2007 information.  


Now, for Toronto Hydro's part, we will talk about its application later on the contested issues, it is restricted to 2006 actuals, but that is really the crux of it.  


Now, under proposal number 1, in this proposal, we are suggesting that you do limit this hearing to 2006 actual costs.  Now, there was also a discussion amongst the parties whether that should be calendar year or rate year or both, give LDCs the option as to how they present the information to you.  


So I wouldn't describe that necessarily as an either/or.  I think the majority of LDCs would request that they have the option to choose whether it is presented in a calendar year or rate year format.  


With respect to the second paragraph under proposal 1, this refers to the minimum filing guidelines that parties have developed under Exhibit J1.4.  The request here is that if the Board decides just to deal with 2006 actual smart meter spending, then at the end of this proceeding, once the Board renders a decision, you will have dealt with this document J1.4 and essentially say:  Yes, we as the Board agree that the various information and breakdown of costs in Exhibit J1.4, those are appropriate, in terms of minimal functionality costs, or there are certain items on this list that should be removed.  But the Board will make that determination and that will provide certainty for other LDCs in the province as to what they should file with the Board when it comes to their turn to deal with this issue.  So that really is the certainty that would come out of the second paragraph.  


Also, there are some LDCs that have spent some money in 2006, but are concerned that it isn't of a significant amount, and that is perhaps it's $40,000, $100,000; small numbers in the grand scheme of things.  And they're concerned that it may not be appropriate in this proceeding, to put forward those more modest amounts when they really haven't begun their program yet.  But they're concerned at the other hand, that they don't want to be estopped down the line for trying to seek those costs then if this is the only hearing to provide that information.  


So they would be content not to file amounts at this time and perhaps it's a matter of establish a materiality threshold, but they want the assurance that they won't be prevented down the road from bringing those costs at a future date.  And others will speak to that.  


Finally, the fourth part of proposal 1 is that after the Board renders a decision, then it will allow LDCs, particularly those who are not rebasing in 2008, to come back before the Board, what we talked about at the past couple of days is almost like a mini rebasing to deal with the smart meter issues.  So essentially the same kind of relief that Toronto Hydro is seeking in part from its March application.  And that application, what we have asked for, is that you clear the smart meter deferral account, that goes into rate base.  The other parties would like that same opportunity after the rules have been set from this hearing.  


I think in a nutshell really describes the first proposal.  Others will speak to the second proposal.  All I would say, in respect to Toronto Hydro's position, and that is the second proposal to include both 2006 actuals and 2007 actuals and 2007 forecast.  


If the Board determines that, yes, in fact this is the hearing to deal with that broader spectrum of costs, then Toronto Hydro would seek an adjournment of this hearing.  As we mentioned at the outset, we only put 2006 actual costs in our application at the end of March, in order 

to -- we just simply couldn't do the 2007 information over the next four days to file to next Friday.  


Toronto Hydro is filing its 2008 rate application on August 15th and with holiday schedules, et cetera, it would just be impossible for us to meet the deadline of next Friday.  We would like this hearing to go ahead now based on our March filing, but if the Board decides that, no, we want to hear about 2007 actual and forecast, then we would need an adjournment likely to the fall.  


So those are our submissions, also, on our concern with the second proposal.  As I say, you will hear from others as well but I think that kind of captures the essence, Mr. Chairman. 


MR. KAISER:  Thank you.  Mr. Taylor.  


MR. TAYLOR:  [Microphone not activated]


MR. QUESNELLE:  Turn on your mike.  


SUBMISSIONS BY MR. TAYLOR:


MR. TAYLOR:  Sorry.  The Coalition of Large Distributors supports proposal number 1.  I would just like to speak to why it is a good proposal and I think the Board should adopt this proposal.  


The LDCs in this room, or the applicants, have spent a great deal of money over the last few years on the smart meter program, and I think they're all very proud to be a part of this program, but the dollars that have been spent are significant, and the LDCs in this room really need confidence, in terms of recovery of the monies that they have spent so far.  


Without that confidence, without a degree of confidence, it will be very difficult for them to continue spending without having a good hard look at their smart meter implementation plans and potentially re-evaluating those smart metering implementation plans.  


The applicants are all OBCA corporations.  They have boards of directors, they have shareholders who they have to answer to.  And as such, they have a duty to behave in a corporately reasonable manner.  And spending money without having a degree of confidence that there will be a recovery in the future is not behaving in a corporately reasonable manner.  This idea, this is not a novel idea.  


If I could read awe a quote from Howard Whitson, that reflects this idea from January 31st at the Northwinds International Electricity Farm, this was a quote in relation to smart meters.  We said: "We recognize the utilities cannot cope with long periods of cost recovery uncertainty."


So when I talk about confidence, I just want to be clear what I am talking about.  The confidence that I am talking about primarily deals with confidence in the process, and that is knowledge that they will have an opportunity in the future to attempt to recover those costs.


Now, there are different degrees of confidence, and I am not saying certainty, necessarily, but there are different degrees of confidence.  At a minimum, you could say there could be an acknowledgement from the Board saying, Yes, you will have the opportunity to attempt to recover those costs in the future.  


What would be better for the applicants would be for the Board to actually entertain mechanisms for how those costs will be recovered in the future.


If the Board were to do that, that would be ‑‑ that would give the LDCs, the applicants, a level of confidence that I think they would be comfortable with.


If I could give you an example.  Enersource Hydro Mississauga, they applied for a 2007 rate adjustment as part of the IRM process.  And, as part of their application, they requested the disposition of their conventional meters, the stranded assets.


And the Board in that decision wrote:   

"While the Board is mindful of Enersource's concerns, the Board has not as yet determined a policy for the recovery of the disposition costs of conventional meters.  The Board's letter of January 16, 2007 referenced by Enersource stated that disposition of these costs would be determined in a future proceeding of the Board.  As this is an issue common to all distributors, the Board will deal with this matter in the combined proceeding.  Accordingly, the Board denies Enersource's request for recovery of these costs in the proceeding."


So there was a certain amount of confidence that we, that Enersource -- on Enersource's part that it would come here and it would deal with stranded assets related to the smart meter program, and then, you know, we see the first procedural order and the procedural order does not say anything about recovering stranded assets.


So you can see why confidence in the process is very important to the LDCs in this room to continue to spend in accordance with their smart meter implementation plans.


Now, proposal 1 is more than just a mechanism for dealing with costs in this proceeding in an expedited manner so that, you know, we don't have any delays or adjournments.  Proposal number 1 incorporates that element of confidence that LDCs need.


For example, the fourth paragraph of proposal 1 that deals with the mini rebasing proposal, that would give confidence to, for example, PowerStream, who is not rebasing in 2008, that it won't have to carry its smart meter costs until 2009 or 2010.


So if we were to narrowly define the scope of this proceeding so that we are only going to look at 2006 costs and recover those -- and potentially allow recovery of those costs, we would really be missing out on the other fundamental aspect of this proceeding, or what I would submit should be a fundamental aspect of this proceeding, and that is providing the LDCs, who are the applicants, with a degree of confidence going forward.


Those are my submissions on proposal 1.


MR. KAISER:  Thank you.  Mr. Shepherd.


MR. SHEPHERD:  Mr. Chairman, I wonder if, to make it easier for the Board, it is better if all of the people supporting proposal number 1 should speak first, and then proposal number 2.


MR. KAISER:  All right.  Mr. Brett.


MR. BRETT:  Thank you.  Thank you.  I am going to speak to alternative 2 here, if I may, so you've got the full picture in front of you.  Is that what the intention is?


MR. KAISER:  Who is left to speak to proposal number 1?  Hydro One.


SUBMISSIONS BY MR. ENGELBERG:

MR. ENGELBERG:  Mr. Chairman, for Hydro One Networks Inc., we are in a position that maybe a few of the LDCs are in.  We're prepared to support proposal number 1, or proposal number 2, with the proviso that as long as proposal number 2 would not result in a delay of this proceeding.  


Hydro One is ready to go with proposal number 2, but if there were to be a delay because other LDCs have a problem and if the Board were to grant that delay as part of going ahead with proposal number 2, then Hydro One Networks would support proposal number 1.


MR. KAISER:  Thank you.  Anyone else wish to speak to proposal number 1?  All right, Mr. Brett.


SUBMISSIONS BY MR. BRETT:


MR. BRETT:  Thanks again, Mr. Chairman.  I want to speak on behalf of Chatham‑Kent and Middlesex Power Distribution to proposal number 2.  I think it is right to characterize proposal number 2 as a sort of add-on to proposal number 1.  


It is not that we don't want what is in proposal 1.  We would like what is in proposal 1, but we would like one thing more, and that is that we would like the Board to deal with the costs incurred not just in 2006, but also the smart meter costs incurred in 2007 - that is, to April 30th of ‑‑ at least to April 30th of 2007 - and also to deal with and approve and incorporate into rates a forecast of smart meter expenditures for the remainder of 2007.


Some utilities, including Chatham‑Kent, have gone a great distance toward completing the installation of, their implementation of their smart meter program.  In the case of Chatham‑Kent, they have now installed 24,000 out of 32,000 smart meters.  They have spent something in the order of $4 million to date, which is 70 percent of the total amount they expect to spend on smart meters.


So there is a substantial record there, in terms of costs and performance, and those are substantial expenditures.  It may not be substantial to a very large utility, but those sums of money are substantial in relation to Chatham‑Kent's cost of service.


As of the end of calendar 2006, Chatham‑Kent had spent 1 million, but, as of today, they have spent 4 million.  So the program has accelerated through 2007 calendar year.


So what has -- again, what we would like is to have a rate established.  We would like the deferral account, which we have.  Chatham‑Kent, like others, has a deferral account which was set originally at 38 cents in May of 2006 and was increased to $2.25 in their rates application in May of 2007. 


Its expenditures, while the 2007 rate rider -- they also have a rate rider approved, as I say, in 2007.  That rate rider more or less covers the ongoing costs, but the earlier rate rider, of course, does not, the rate rider that was approved in May of 2006.  


So they have substantial funds in a deferral account and they would propose to have that deferral account cleared as part of a rate‑setting for 2007 in this proceeding.


So the rate would replace, and the clearance of the deferral account would replace the rider, effectively.


The reason we would like to do this is -- we're recommending this option 2 is that, number one, we would like to increase the certainty of recovery, and that we have in common with all utilities.  We would just like certainty in respect not only of what we spent up until 2006, but what we have spent to date and what we intend to spend to complete or to virtually complete the program.  That's the first thing.


As I say, these amounts are substantial amounts, with respect to the cost of service and size of the utility.


Second, we believe that a proceeding which looks at both 2006 and 2007 incurred and forecast costs is a better basis for the Board to see what is happening with the smart meter program and making some findings, and providing some further guidelines or advice with respect to the future of the program.  We understand - in fact it is in the description you have in J1.1 - that if we were only to look at 2006, if the Board were only to consider 2006 incurred costs a number of utilities might not wish to file, because they would have costs that are de minimus for 2006.  


So those are the, those are really the reasons for our asking for this additional piece of adjudication from the Board that constitutes proposal 2, over and above what Mr. Rodger has spoken to you about.  


Finally, I would say we would prefer to have that determination, even if -- I guess here we differ with some others -- even if it meant a postponement of a few weeks or whatever you deem necessary in the hearing itself.  So we're not adverse to a postponement, if that is necessary, to accommodate and file proper evidence for the utilities, for all of this group of utilities to put together proper evidence to their satisfaction for dealing with 2007 in both incurred costs and forecast.  


Thank you very much, sir, Panel.  Those are my submissions.


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


SUBMISSIONS BY MR. SHEPHERD:


MR. SHEPHERD:  Mr. Chairman, we think it is better for the Board to use proposal number 2.  I guess we have three basic points to make.  


The first is the Board issued a report in January - this Panel, I think, was involved in it - in which there was a description of what this combined hearing was going to be about.  And the essence of it was, let's get everybody together.  Let's get as much of the costs in front of us as possible so we can have a good picture of what smart meters are costing, the different approaches people are taking, and what's the best way to do it and what's the best way to get it, to assess its prudence.  And it involved comparing one utility to another, et cetera.  


But it was intended to be a comprehensive understanding, that was the point of a combined hearing was to make it comprehensive.  


Our assessment is that there is a small amount of 2006 spending.  I mean it is many millions of dollars, but in the scheme of things, it's not a big chunk of the spending, but by the end of 2007, these utilities expect to have spent -- it looks to us like something like about 65 percent of their smart meter spending.  So if we look at the 2006 and 2007 budgets, we get that picture that the Board was talking about.  


So I think the threshold issue on which the Board's guidance is being sought is:  Is the Board still looking to achieve the same goal that it talked about in the January report, that is a comprehensive review of the prudence of these expenditures?  So that the utilities can have guidance, so the utilities can go ahead with this with confidence that they know what the ground rules are.  


So that's the first point.  


The second, I guess, flows from that.  Mr. Taylor talked about the importance to the CLD members, and I think to all utilities, that they have confidence that they're going to be able to recover these amounts.  We agree.  The utilities are not going to do their best job implementing this if there is a whole bunch of uncertainty surrounding it.  It's not fair to expect that of them.  


But we think that the best way to do it is, in fact the way that this Board often does things like this, and that is let's look at the budget.  Let's see what the plan is.  We'll assess it and we will tell you what we think of it and then when you go do it, yes, technically there is a prudence review afterwards but nobody actually looks at it later because you did what we already told you was okay.  So if you want confidence, 65 percent of your costs are in that package that you look at in 2006 and 2007.  That's the best way to give the utilities confidence.  


So the final question, then, is what if this means a delay?  And I think some utilities may be concerned that they don't want a delay.  


I think what has happened with smart meters over the last couple of years is that they have been disconnected from the rate process.  So the delay -- a delay of a month or two months or however long it takes to get all of this stuff filed is not going to affect the rebasing applications in the fall or in August because it's already disconnected.  


So which is better?  Take a little more time, get it right; or take less time, and look at just a little part of the puzzle and leave the bulk to later?  So in our view, the more comprehensive review is in everybody's best interests.  


Those are our submissions. 


MR. KAISER:  Thank you, Mr. Shepherd.  Mr. Buonaguro, do you have anything on this?  


SUBMISSIONS BY MR. BUONAGURO:


MR. BUONAGURO:  I’m just repositioning for a working mike.  I should apologize.  I am actually putting an appearance in today as well for the Consumers Council of Canada.  They have asked me to speak on their behalf.  Generally, I think they agree with what comments I am going to make.  


MR. KAISER:  All right.  


MR. BUONAGURO:  With respect to the two proposals, it is our position that you cannot accept proposal 1 in its form, the form that it has been presented to the Board, and that if you are going to accept one of the proposals it would have to be proposal 2, for many of the same reasons that Mr. Shepherd pointed out.  


He referred specifically to the January report, and if I could refer you to that report, it is the January 29th addendum to the report on smart metering and I'm looking at page 22 and I will read the section out verbatim that I am relying on.  


MS. SEBALJ:  Mr. Buonaguro, can you give me a moment to put a copy of that in front of the Panel?  


MR. BUONAGURO:  Sure.  


MR. KAISER:  What page was it, Mr. Buonaguro?  


MR. BUONAGURO:  Page 22.  It's section 6.1.2.  


I don't know if we need an exhibit number for it.  


MR. KAISER:  Do we have a number?


MS. SEBALJ:  If I could just mark the diagram this morning first as J 1.5, which would make this J1.6. 


EXHIBIT NO. J1.5:  DIAGRAM


EXHIBIT NO. J1.6:  Page 22, section 6.1.2 of the addendum to the report on smart metering 


MR. KAISER:  Thank you.  


MR. BUONAGURO:  I would like to read that paragraph for the record.  

"Those named and active distributors who apply for a 2007 smart metering rate adder will be combined by the Board for proceeding to resolve these issues.  The Board may combine other distributors to this proceeding if it believes it is necessary for a clear understanding of the costs of implementing the smart metering initiative.  

"After 2007 rate applications are received, the Board will make provisions for the combined proceeding including a preliminary issues list and additional filing requirements.  The Board will expect distributors in the combined proceeding to file evidence sufficient in form and content to enable the Board to understand the source of the variation between their costs and those of other distributors.  

"At a minimum, this information should provide sufficient detail to allow costs to be categorized under the general categories set out in section 2 of this report."


In our view, this paragraph governs this proceeding, and this proceeding was triggered by applications for 2007 rates.  We were under the impression, obviously, that 2007 would be a critical part of the review.  In order to compare the costs of all of the distributors at the same time, it was done in the combined proceeding.  


Looking at proposal number 1, it has been described as limiting this particular proceeding to 2006.  But I would respectfully suggest that it does more than limit this particular proceeding in 2006; it actually eliminates comparison of 2007 costs between utilities in any meaningful way.  And that comes as a result of paragraph 4 of proposal number 1.  That paragraph reads: 

"The parties expect that the Board will render a decision at the conclusion of the hearing allowing the parties who participate in this proceeding to apply for smart meter related rebasing at their discretion, based on the interpretation of minimum functionality determined in this proceeding."  


Now, my understanding of that is that in accordance with the rest of the proposal when you look at the costs for 2006, and once you make a determination under paragraph 2 about what comprises minimum functionality, the 13 utilities in the room will then come to you either during their rebasing for 2008, if they happen to be on the list for 2008, individually, or they will come forward for "mini rebasing" individually, to have their 2007 costs and presumably forward costs considered.  That would completely eliminate any consideration of their 2007 spending in the combined proceeding, if my interpretation is correct.


As Mr. Shepherd pointed out, something like 65 percent of the spending on this program is situated in 2007 and many ‑‑ in accordance with proposal 1, at least some of the utilities -‑ I'm not sure how many, but some of the utilities' 2006 spending is so small that they don't even want to recover it right now.  


So I would suggest that 2007, for comparative purposes, is the critical year, and that can't be lost by accepting proposal 1 in the form that it has been presented to the Board.


For those reasons, we would support proposal 2, at least on its face.  It indicates, as we understand it, that 2007 will be considered by the Board in a combined proceeding, and would, then, in accordance with the part of the decision I just read out, would allow the Board to compare the variance between the utilities of what consists of the majority of their spending on this program and allow them to provide the proper guidance with respect to costs.


Again, on behalf of CCC, they would endorse those comments.  


In terms of timing, it has been mentioned several times it may be that you delay this proceeding to incorporate 2007.  It may be that 2006 is done as phase 1 and 2007 is done as phase 2.  The critical point, from our perspective, is that 2002 costs, which we believe are the most important, are actually put before the Board and compared across utilities before they're approved in any way.  


Thank you.  Those are our submissions.


MR. KAISER:  Thank you.  


Anyone else?


SUBMISSIONS BY MR. MacINTOSH:

MR. MacINTOSH:  Mr. Chair, David MacIntosh for Energy Probe.  We support the comments of Mr. Shepherd, supplemented by Mr. Buonaguro, in support of proposal number 2.  Thank you.


MR. KAISER:  Thank you.  Anyone else?


FURTHER SUBMISSIONS BY MR. RODGER:

MR. RODGER:  Mr. Chairman, I wonder if I just might make some comments in an effort to be helpful here.  As we have said, Toronto Hydro supports option number 1, for the reasons we already stated.  There may be another option that might allow the hearing to proceed in the current timetable, without a delay.


In Toronto Hydro's case, Toronto Hydro has installed 194,000 smart meters in 2006.  So there is already a lot of information and a significant claim for 2006.  If the Board decided to adopt proposal number 2, could we suggest that Toronto Hydro be excluded from providing 2007 actual and 2007 forecast information?  You would still have a very significant amount of information on 2006.  


That way, we could certainly supplement our evidence by next Friday to meet the proposed minimum filing guidelines, which we are going to talk about later, but that may allow the hearing to proceed on schedule and still provide the Board and my friends with the kind of review that those submissions were directed to.  


I offer that as a suggestion.


MR. KAISER:  Well, Mr. Rodger, there may be something in what you have just stated.  The Board knew this issue was going to come up and have given it some consideration.


It is true, as Mr. Buonaguro points out, that in the January 29th report we anticipated that this hearing might take certain forms, but that was January 29th.  You came along with your application on March 26th, I think it was, and you are entitled to have it heard and we are going to hear it.


So that changes the picture somewhat.  But the fact of the matter is that this is a combined proceeding, it is not a generic proceeding; and we are prepared to treat each applicant on its own.  And you may want to file on the basis of 2006, and somebody else may want to file on costs incurred as of midnight yesterday.  They're entitled to do that.


We are not inclined to deal with future costs or forecast costs.  This is a prudence review of costs incurred.  That means actual costs.  But each of these 13 utilities is at liberty to file on whatever basis they wish.


With respect to the other matters, Mr. Taylor, you referred to stranded costs and other counsel referred to this estoppel concept.  Dealing with the latter first, we don't believe anyone is estopped from filing any further applications, and we will give consideration during the course of this case as to how others might be dealt with, those that choose not to file for some reason in this proceeding.  But I don't think we need to address it now.


In the same token, we will consider this stranded cost issue.  I hadn't read Mr. Wetston's speech at Northwinds as closely as you had, but if that is the suggestion, that the stranded cost should be dealt with, it is not our intention to deal with the stranded costs issue in this hearing, as you noted, but we will certainly give some consideration as we hear the evidence as to how that might be dealt with.  


That would really be a matter for the larger board as opposed to this Panel, as you would appreciate, but we understand your point that it needs to get dealt with and needs to be dealt with quickly, and we will do what we can to address that.


So, Mr. Rodger, does that give you enough guidance to proceed?


MR. RODGER:  Yes, thank you, sir.


MR. KAISER:  All right.  Ms. Sebalj.


MS. SEBALJ:  I think Mr. Buonaguro ‑‑


MR. KAISER:  Mr. Buonaguro.


FURTHER SUBMISSIONS BY MR. BUONAGURO:

MR. BUONAGURO:  Thank you, Mr. Chair.  You mentioned stranded costs in your remarks.  We had specific submissions to make on stranded costs, specifically the inclusion or exclusion of unused meters in rate base, meters are coming into rate base.  Do I take it from your comments that that is no longer a contested issue, in terms of the treatment of stranded costs?


MR. KAISER:  We don't propose to deal with stranded costs as part of this case, but we realize it needs to get dealt with.


MR. BUONAGURO:  So in terms of an issue on the issues list for this case, it was contested and it has been refused?


MR. KAISER:  Well, we will hear further submissions.  I didn't mean to jump ahead.  I just raised it because Mr. Taylor had raised it in connection with his remarks, but if parties want to make further submissions on that, I think, as Mr. Taylor pointed out, if you read the procedural order, it's not in there.  


It wasn't our anticipation that parties would be seeking to include that in this case.  It's a large and complex issue.  So we were sort of trying to get to first base, without covering all of the bases.  But we will hear submissions on that at the proper time.


MR. BUONAGURO:  Thank you.


SUBMISSIONS BY MS. SEBALJ:

MS. SEBALJ:  Thank you, Mr. Chair.  Just two areas of clarification, just for the record.


One is whether or not the Panel foresees any scheduling changes as a result of that ruling.


MR. KAISER:  No.  We are going to proceed with the case.


MS. SEBALJ:  The second is there is actually a second threshold issue on Exhibit J1.1, on the bottom of the second page, which is:  Will the Board agree to review costs accumulated on either a calendar year basis or a rate year basis?


MR. KAISER:  That is up to the applicants.  They're at liberty to file on whatever basis they want, provided they're costs incurred.


MS. SEBALJ:  Thank you for those clarifications.


PRESENTATION OF THE ISSUES BY MS. SEBALJ:


MS. SEBALJ:  I think we can move now, unless there are any comments related to the threshold issues, to the proposed issues list and the contested issues list, Exhibits J1.2 and J1.3.


As you know, the parties met on May 30th and 31st and -- May 29th and 30th, however May works -- 30th and 31st.  I had it right the first time.  And the parties have come to an agreement on a proposed issues list, which is Exhibit J1.2, which has four items.  I don't propose to read them into the record, but I think they can be incorporated as an exhibit.


The first issue relates to interpreting minimum functionality, the second to the prudence of costs incurred, both of which Board Staff feel are clearly incorporated within the procedural order.  


And the third and fourth deal with mechanistic adjustments that would occur as a result of a ruling by this Panel that costs were prudently incurred by any given utility.  One is mechanisms for rate‑setting - that is number 3 - and the final one is accounting procedures for clearing the variance accounts and recording costs in those variance accounts.


MR. KAISER:  Those issues are all agreed to by all of the parties, I take it?


MS. SEBALJ:  Yes, they are, subject to anything anyone may have to say.  Not all of the parties were in the room for every minute of the issues conference, so I would ask you to raise your hands and protest if you are contesting any of those.


Moving to the contested issues list, J1.3, these are issues that one or more of the parties wanted to have on the issues list, but were contested.  


ISSUE 1: 


MS. SEBALJ:  The first is the regulatory treatment of stranded meter costs and recovery through rates, which is the issue referred to by Mr. Taylor and Mr. Buonaguro.  


The second is the mechanism for resetting rates for smart meter costs incurred on a go-forward basis, which I could argue is a corollary to the decision made by the Panel with respect to what it is going to consider in the scope of this proceeding.  And as I understand it, what the parties are looking for is some guidance as to the future treatment of costs recovery for smart meters and, in particular, the rate treatment.  


But I can allow parties obviously to speak to those issues.  None of these is a Board Staff issue.  


The third is the mechanism for dealing with costs that are not part of this proceeding.  Given the narrow scope of this proceeding, as indicated on Procedural Order No. 1, some parties were asking for guidance with respect to how costs outside of this proceeding would be dealt with.  Although there is some information in the procedural order, I believe there is a sentence about costs that exceed minimum functionality as well as meter data functions.  I think the parties were looking for additional guidance.  


Finally, a Toronto Hydro specific request with respect to certain costs in its application that, I think, as acknowledged by Toronto Hydro, do not necessarily fit into minimum functionality, but for which they are looking for a Panel ruling.



Perhaps I can turn those over to the parties for further discussion.  


MR. KAISER:  Mr. Rodger.  


MR. RODGER:  Yes, sir.  I believe Mr. Brett was going to take the lead on issue 1 on the stranded costs issue. 


MR. KAISER:  Mr. Brett.  


SUBMISSIONS BY MR. BRETT:


MR. BRETT:  Yes, thank you, Mr. Chairman, Panel.  


Mr. Chairman, we view the stranded costs in large part as the undepreciated capital costs of meters that are now, meters and related equipment that is now in rate base and is being in situations where those meters are going to be replaced or have been replaced by other meters.  By smart meters.  So these are meters that are not smart, that remain -- that still have an undepreciated capital cost.  They have lives of different amounts and they're currently in the utility rate bases.  


Two points.  The reason we think they should be dealt with as part of this proceeding, at least they should be -- well, the reason we think they should be dealt with is that, first of all, they're an integral part of the costs of the program.  They are part and parcel of what is happening here.  They are substantial; these costs are substantial.  They're obviously more substantial -- they get more substantial as you go along, but they are already substantial.  


We would think that it would be helpful to get as much clarity as we can on these as soon as possible.  


The second thing is, the second point is that while I agree with you that there is some complexity to the issue and there are regulatory -- there's a regulatory history here and some regulatory precedent, I don't think it is a subject on which great amounts of evidence would have to be filed.  I think it is more a matter of people arguing the applicable principles.  It is of course important to be able to indicate what the stranded costs are for the utilities to be able to identify them, to date, but I don't think it is necessary to - and I may stand corrected here - but I don't think it is a subject that involves a huge amount of evidence, and therefore, I think it would not -- I think it could be dealt with in the time available on the current schedule without deferring the current schedule.  


Also, I think the utilities have been generally told by the government, by regulation, I think, and as a part of this whole deal, that they would be held harmless for stranded costs.  And we would like to, as I say, they are a costs of the program and in that sense they're not really any different than any other costs of the program.  And so we would like to get on that -- get that assurance from the Board and how the Board would choose to proceed to do that, because there are different ways, presumably, of doing that.  


Thank you very much.  Those are my comments.  


MR. KAISER:  Thank you.  Anyone else on stranded costs?  


MR. TAYLOR:  Thank you, Mr. Chairman.  


MR. KAISER:  Mr. Taylor.  


SUBMISSIONS BY MR. TAYLOR:


MR. TAYLOR:  I am not going to repeat everything that Tom said.  But going back to what I was saying about confidence.  In almost every case when you install a smart meter, a conventional meter has to be removed.  So it is part and parcel of the rollout of a smart meter program, that there are stranded assets involved.  So, again, to be able to move forward with confidence, you have to know that what you're pulling out is going to be dealt with.  


From a regulatory perspective, a bunch of the applicants are going to be rebasing in 2008.  And because these costs are significant, they're going to want to deal with those costs in their rebasing rate applications.  Without guidance from the Board in advance, they will make assumptions on how to deal with those costs and should the Board disagree with the methodology that they employ for dealing with those costs, those LDCs would have to go back and revise their evidence and because the amounts are so significant, it could have a significant impact on the evidence as a whole, particularly on the rate impacts.  


So from a regulatory perspective, I think it makes a lot of sense to deal with this issue in advance of the 2008 rebasing to provide more guidance to the LDCs who are rebasing in 2008.  


Then just to repeat again, it was Enersource's position or expectation that it would be dealt with, this issue would be dealt with in this proceeding.  


MR. KAISER:  Mr. Rodger.  


SUBMISSIONS BY MR. RODGER:


MR. RODGER:  Mr. Chairman, from Toronto Hydro's point of view, while this may or may not be the best forum to deal with the stranded costs issue, Toronto Hydro certainly would like to find out when this whole issue would be dealt with, and to be dealt with on a timely basis.  So for us, we agree with the others; the issue really is regulatory certainty around this whole question and for us it is becoming important, the issues of when and how this is going to be dealt with.  As I say, we will leave it to the Board whether it is this proceeding or another forum.  


MR. KAISER:  Thank you.  Mr. Buonaguro.  


SUBMISSIONS BY MR. BUONAGURO:


MR. BUONAGURO:  Thank you.  From a ratepayer perspective, our concern is that the utilities are recovering costs associated with putting smart meters into service but not necessarily taking out costs that are related to meters that are no longer in service.  So for every smart meter that goes into service and replaces an old one, we think there should be a mechanism for accounting for that.  Otherwise, ratepayers are -- some ratepayers at least, in theory, are being charged for two meters even though they only had one.  That is our angle on this issue and why it has to be dealt with in this proceeding because as we understand it we're going to be clearing 2006 costs at a minimum.  2006 costs, I would think, include rate base impacts related to the smart meters, and the corollary of that or the offset to that is the removal of the old meters as a cost base to consumers.  


So, that is why we think this has to be dealt with in this hearing.  Thank you.  


MR. KAISER:  Thank you.  Anyone else on stranded costs?  All right.  


Let's move to issue number 2.  Do you want to speak to this, Mr. Rodger?  


ISSUE 2:


SUBMISSIONS BY MR. RODGER: 


MR. RODGER:  For my part, I think this might have been covered off in the proposals.  As I recollect this issue, the mechanism for resetting rates for smart meter costs occurred on a go-forward basis.  I believe it was for parties that wanted to do what have been referred to as mini rebasings that aren't going to be -- have cost of service applications, for example, in 2008, that they be allowed to do so.  I think it goes to that issue of the timing.  But others may have additional nuances with this particular issue. 


MR. KAISER:  Anyone else want to address this issue?  


MR. ENGELBERG:  Mr. Chairman, Hydro One Networks strongly supports being able to leave this proceeding knowing what the mechanisms are for resetting rates for costs that will be incurred on a going-forward basis.  So I agree with Mr. Rodger's submissions on that.  


I have also been told, since I last spoke, that I am here speaking today also on behalf of Hydro One Brampton Networks Inc., so I would like to add that to the record.


MR. KAISER:  All right.


MR. ENGELBERG:  Thank you.


MR. KAISER:  Thank you.  All right, let's go on to issue number 3.  Mr. Rodger, anything on this?


MR. RODGER:  I believe Mr. Taylor was going to take the lead on this one.


MR. KAISER:  Mr. Taylor.


ISSUE 3:


SUBMISSIONS BY MR. TAYLOR:

MR. TAYLOR:  Number 3 really goes back to the whole cost recovery confidence issue.


MR. KAISER:  Right.


MR. TAYLOR:  What we have done here is we have set out three types of costs that we have identified, the costs that are part of minimum functionality.  Those that exceed minimum functionality that we see from the procedural order is not part of this proceeding.  


And then the third one is -- are costs that don't necessarily exceed or are not related to minimum functionality.  They don't necessarily exceed minimum functionality, but they're still integral for the operation of a smart meter program.


So, in other words, but for these costs, the whole smart meter program falls apart.  For example, I would say a customer information system, you know, if you have to modify your customer ‑‑ your CIS, that has nothing to do with the minimum functionality.  It doesn't exceed minimum functionality, but, nevertheless, if you don't make those modifications to your customer information system, everything was for nothing, because time of use billings, it just won't happen.  The customer won't see the time of use billing.


So what we are looking for, and we have added this as an issue, was, again, we would like something from the Board that can provide us with confidence as to how these costs will be dealt with on a go‑forward basis.


MR. KAISER:  How and when, I take it?


MR. TAYLOR:  And when.  When is actually just as important as how.


MR. KAISER:  Anyone opposing this as an issue?


SUBMISSIONS BY MR. SHEPHERD:

MR. SHEPHERD:  Mr. Chairman, I don't think we're opposed to it being an issue for the Board to deal with, but I guess we are a little unclear as to why a particular panel of the Board would be making decisions about how the Board manages its workload and deals with the various components of an issue.  I would have thought that is something the Board does in a procedural order, decides another proceeding or whatever.  It's not going to be in this proceeding.  We're not going to decide the issues themselves in this proceeding.  


So why would this Panel, then, be making the procedural decisions?  I don't understand that.  The Board should deal with it and it should deal with it soon for the sake of the utilities' certainty, but I'm not sure why this Panel would.


MR. KAISER:  Well, that's a valid point, and the Panel will have to obviously consider that and discuss it with the powers that be.  But if nobody is opposing it as an issue, then it can be something that we have to make some determination on.


How concrete we can be on it, I don't know, but at this point we just want to know whether this Panel has to consider it, or not.


SUBMISSIONS BY MS. SEBALJ:

MS. SEBALJ:  If I may, Mr. Chair.  I would just want to add to Mr. Shepherd's comments, in that it would be fairly unorthodox or unprecedented for a Panel who is seized with a particular proceeding to bind the Board with respect to its policy for future proceedings; not necessarily illegal or impossible, but fairly unprecedented.


Secondly, if the Board is considering putting this issue on the issues list, the Board Staff has some confusion about A and C under 3.  I think B is fairly clear.  A, for costs that are part of minimum functionality that are filed in this proceeding, I'm assuming would be within the jurisdiction of this Board to decide.  


So we have some level of confusion about what that would entail and foresee -- Board Staff is proceeding on the basis that the costs recovery regulation defines the types of costs that the Board can allow recovery for, with respect to smart meters, and that the only remaining bucket, if you will, of costs would be normal distribution rate costs that are prudently incurred.


So we also have some level of confusion about what exactly that means.  If it is CIS systems and the costs are prudently incurred, presumably that would be done in the course of a normal rate case.


So I don't know if Mr. Taylor wants to provide further clarification on those points now so that your deliberation on the issue can be more complete.


MR. TAYLOR:  Well, I actually don't want to provide further clarification on the points, because really what we are talking about is just putting it on the issues list so that we can make submissions on the issue.  The Board can consider our submissions, and, if it disagrees, it can deny what we are proposing.


MR. KAISER:  That's the point I thought we were talking about, whether it is an issue that parties can make submissions on.  You're not calling evidence on this, I take it, or are you?


MR. TAYLOR:  No.  But I think, though, that we might be seeking some sort of relief in terms of a request that you ‑‑ and we will come up with some sort of creative way that fits within the legal parameters.  I think that because we're dealing with smart meters, this is somewhat unique, that we might have to be creative and think outside of the box in terms of how we structure things on a go-forward basis to provide the LDCs with confidence.  


But we may as well have the opportunity to turn our minds to it in the course of this proceeding.


MS. SEBALJ:  My point only was that it says "mechanism for dealing with costs".  So if the Panel is inclined to put it on the issues list, it would want to know what type of mechanism you would be having to make a ruling on.  I am not completely clear on what type of ‑‑ for A and C, what type of mechanism you would be describing.  


I am not sure that there would be a mechanism for costs that are part of minimum functionality.  I think this hearing is that mechanism.  I agree we could have that debate if it goes on the issues list, but I would want the Panel to be fully informed before it put it on the issues list.


MR. SHEPHERD:  Mr. Chairman, I wonder if I could add, I think if you accede to Mr. Taylor's request, you are deciding that this Panel will make the procedural decision.


MR. KAISER:  No, no, I don't think so.


MR. SHEPHERD:  Then there is no point in us having the submissions before this Panel unless you are making the decision.


MR. KAISER:  There are all kinds of cases, Mr. Shepherd, where parties make submissions and the Board will render a decision and say that this matter will be discussed in a future proceeding, will be addressed by the Board or some such language, without the Panel making the decision that a hearing is going to be held on such and such a date.  


It is a mechanism for the parties in a public hearing to say, We want you, Board, to address this.  And I mean Board with a capital B.  If we accept your proposition, an individual panel isn't going to set a date for a hearing on a completely different topic.  This is not a subject that is within the scope of this hearing.  Everyone agrees on that.


The question is Mr. Taylor says, I want to know when and how it is going to be dealt with.  And I think he is saying even if you, Panel, can't decide, I want it raised so that somebody upstairs will address this, and, even if your decision in this case simply says, The Board will address this in the near future, even if that is the best that we can do, I take it that is of some comfort to you, Mr. Taylor.


MR. TAYLOR:  It is certainly better than nothing.


MR. KAISER:  Yes.  Is that acceptable to you, Ms. Sebalj?


MS. SEBALJ:  That's fair.  My only ‑‑ I think you are correct.  They're asking for when and how will this be dealt with.  My question is:  What is it exactly that you're asking for to be dealt with, because I am not sure that A and C are things that the Board was planning to deal with at all.  And A is, to my mind, this hearing.  


So I am just a bit confused about how we can give guidance on something that is not necessarily a process that is contemplated.


MR. TAYLOR:  The "how" is coming.


MR. QUESNELLE:  Excuse me, could you turn your mike on, please?


SUBMISSIONS BY MR. ENGELBERG:

MR. ENGELBERG:  Thank you.  Hydro One supports this being an issue in the form that it is presented.  Perhaps "mechanism" wasn't the best choice of word, but, in our submission, this is an issue to be dealt with at the hearing, and we are not limited not only to the time at which these things will be dealt with, but we would want some type of recognition from the Board that there are three baskets as opposed to two baskets.  And only by making this an issue, in our view, can this be done.


For example, are there costs that are not part of minimum functionality that also would not be seen by the Board as costs that exceed minimum functionality?  In other words, is there also a C?  And from what I heard at the issues conference earlier this week, that was a matter of confusion in the minds of some of the parties.


So although the word "mechanism" may not be the best word, in our submission there should be an A, a B, and a C.


MR. KAISER:  Well, we will address the baskets in due course, Mr. Taylor.  You will make submissions on that, I assume?


MR. TAYLOR:  Yes.


MR. KAISER:  All right.  Let's go to the next issue.  That's you, Mr. Rodger.



ISSUE 4:


SUBMISSIONS BY MR. RODGER:

MR. RODGER:  Yes, Mr. Chairman.  The fourth issue is Toronto Hydro's application smart meter costs of mid-size commercial customers.


Mr. Chairman, as you acknowledged at the outset, Toronto Hydro is in a unique position in this hearing, since it is the only LDC to have actually filed an application with respect to smart meters and I will talk about that shortly.  


I think it is important to establish the specific context around Toronto Hydro's application and how it found its way to this combined proceeding, which will lead to the contested issue.  


Now, to quickly summarize.  On March 23rd, 2007, when Toronto Hydro filed its distribution rate application, it dealt with three things.  Firstly, to approve the 2007 smart meter rate adder.  Secondly, for recovery of the lost revenue adjustment mechanism, or LRAM, and the shared-savings mechanism amounts, SSM amounts.  And thirdly, to clear the balance in its smart meter deferral account and to adjust its distribution rate base and rates accordingly in 2007.  


The Board dealt with that application as follows: For the 2007 smart meter rate adder, this was approved by Board decision dated April 12th, 2007 as part of the mechanistic adjustment of rates to be effective May 1st, 2007.  


For the LRAM and SSM proceeding, the Board decided to have a separate and distinct proceeding on those issues and a procedural order has been recently issued on that matter.  


For the smart meter part of the application, it was included in this combined proceeding.  


On March 27th, 2007, from a letter from the Board to Mr. Sardana, you went through this and indicated on page 1, that the Board finds it is most efficient to deal with these matters in that form, that is this hearing.  


Then as part of the April 12 decision, 2007 you also indicated, on page 2, and I have copies that I have given my friend.  It reads: 

"On March 27th, 2007 the Board advised THESL that it would consider the smart meter deferral account and the adjustment to the rate base in a combined proceeding as the notice of on the original application had indicated."


Finally, in the procedure order on this case dated May 18th, 2007 on page 2 the Board stated: 

"On March 26th, 2007 the Board received an application from Toronto Hydro-Electric System Limited pursuant to section 78 of the Act for rate adjustments related to smart metering activities.  The Board will consider the adjustments related to smart metering activities in this combined proceeding."


So we have this distinct stand-alone application by Toronto Hydro, which the Board decided to deal with in this hearing.  We certainly want the application, as we presented it, dealt with in this hearing.  


And that brings us to the specific issue.  What Toronto Hydro included, as part of its 2006 actual smart metering costs that currently reside in the smart meter deferral account, is approximately $600,000 worth or some 560 or so smart meters installed for midsize commercial customers.  By midsize, I mean 50 kW to 200 kW customers who are charged on a demand basis.  


What happened, Mr. Chairman, is over the course of 2006, if these customers who had mechanical meters, it they were expiring or if they requested a new service, Toronto Hydro went ahead and installed smart meters for these customers.  It wouldn't have made any sense to install another mechanical meter in the context of the provincial policy that brings us all here.  


And as these meters were also installed over the course of 2006, many of them were installed prior to regulation 425.06 being issued by the province, which was published in the Ontario Gazette in September 2006.  That, of course, is the regulation which references the functional specification for advanced metering infrastructure.  


The section 1 of that regulation, talks about minimum level of functionality for residential and small general service customers, where the metering on demand is not required.  So technically the meters that I have talked about doesn't fall within that definition.  


However, our submission is that because we filed this distinct and separate application, and we still want this application to be heard by this Board, that we shouldn't be constrained just because the form is now this combined proceeding.  We don't believe that was the -- with respect, would be an appropriate outcome if by virtue of the fact our application is with the combined proceeding, that somehow would constrain or restrict or reduce the relief we're seeking.  


So for these reasons we would like you to hear the application, which includes these particular meters.  That's the issue, sir.  


MR. KAISER:  Thank you.  Mr. Rodger, the Panel agrees with your submissions.  We have agreed to hear your submission and your application.  We will hear your application in its entirety, as filed.  


MR. RODGER:  Thank you, sir.  


MR. KAISER:  Anything else?  


MS. SEBALJ:  Yes.  I am presuming that the Board is reserving on issues 1 through 3 of the contested issues list -- 


MR. KAISER:  Yes.  


MS. SEBALJ:  -- until sometime later today or otherwise.  


Exhibit J1.4 is the next document and final document, you will probably be pleased to know, on our list of creations over the last couple of days.  


The parties felt that it would be useful to the Board and in fact the Board asked in a procedural order for the parties to attempt to prepare filing guidelines.  Given the novel nature of the smart metering initiative, Board Staff met with the utilities and the intervenors to discuss the types of information that utilities could make available and the types of information parties would like them to make available.  


So what you have before you is a proposed minimum filing requirement for this hearing.  The first page has eight items and depending on the Board's ruling on the contested issue of the treatment of stranded meter costs, the eighth may or may not be part of the filing.  


These one through eight are intended to essentially be headings to prompt the utilities to provide descriptive information with respect to their smart metering initiative and, basically, the status of their initiative, the stage at which the deployment is -- the procurement initiatives they have undertaken, the contracts that they have signed.  


Number 4 on that is the spreadsheet and you will see attached a draft of the spreadsheet that we would suggest or that all parties would suggest that utilities use as a minimum.  And there would be, based on the Panel's ruling, presumably, 2006 and potentially some 2007 year-to-date numbers in columns beside each of these items.  


The notes that you will see by way of footnote gives suggestions of the types of information that would be included in each of those categories.  And just for your information, the categories track -- fairly strictly track the functional specification or the minimum -- or the minimum requirements under the regulation, which attaches the functional specification.  


With the exception of some items such as 1.5, Other, and 2.5, Other, and those -- those were suggested by parties and may or may not be part of the minimum specification.  In fact, anything on this spreadsheet may or may not be part of the minimum specification at the discretion of the Panel.  


So these are being suggested.  Without the actual evidence from the utilities it will be difficult for the Panel to determine whether all of the headings are here, whether some are missing, or whether some are not appropriate.  But they are suggested as a starting point for the utilities to file at a minimum so that we can, to the extent possible, have numbers that are comparable as between the different utilities.  


MR. KAISER:  Any objection to these minimum filing requirements?  All right.  Thank you.  What's next?  


MS. SEBALJ:  That's all I have, Mr. Chairman.  


MR. SHEPHERD:  Mr. Chairman. 


MR. KAISER:  Yes, Mr. Shepherd.  


SUBMISSIONS BY MR. SHEPHERD:


MR. SHEPHERD:  With respect to the minimum filing requirements.  They include the certain contracts and implementation plans, and my understanding is that there may be some confidential information in some of those plans or contracts.  


I wonder if the utilities might want to comment on this, on whether it would be useful to everybody if the Board would make an order to protect the confidentiality of that material now so that they can get on with filing.  


MR. KAISER:  Ms. Sebalj.  


MS. SEBALJ:  I don't know whether my mike is on or not.  


MR. QUESNELLE:  You're good. 


MS. SEBALJ:  Am I?  


We have had some discussion over the last few days with respect to confidentiality.  As you know, the filing guidelines for confidential information of the Board provide some measure of protection by way of having consultants and lawyers sign documents by which they provide a promise essentially not to divulge confidential information.  


However, in the context of this hearing, what we're really talking about is equipment that distributors put in in the normal course.  Presumably these smart meters will eventually be considered a in normal rate cases.  And in normal rate cases, much of the equipment that distributors purchase is ‑‑ the costs of that are to be justified by the individual utilities, and that information is put on the record in a public and transparent way.


As I understand it, there are specific concerns with respect to the smart meters because of the types of vendor contracts that were signed and that some of the parties in the room would like to have access or would benefit from access to that information for future contracting purposes.


The individual utilities can speak to their concern on this, but my understanding is that each of those contracts would provide the Board with the legal authority to request that information in the context of this hearing and that the Board can so request, with the only caveat being that you may want to limit the distribution of that information.


MR. KAISER:  Well, I didn't hear any of the utilities object.  Are any of the utilities objecting to filing these contracts which are now part of the minimum filing requirements?


MR. TAYLOR:  If I could speak to that, Mr. Chair.


Under the terms of the contracts, we cannot disclose those contracts unless ordered or directed to do so by the Board.  


And if we were directed to do so by the Board, then I guess we would have the confidentiality filing provisions available to us, if there was certain information that we would want to redact.


MR. KAISER:  Why is it we need these contracts?


MS. SEBALJ:  The contracts will specify -- and the utilities can probably speak better to this than I can, but my assumption is the contracts will specify the costs incurred with respect to the hardware and software, as the case may be, that was required to be purchased in order to deploy smart meters.


It may also contain competing information, competing bids, which the Panel or may not be interested in.  And if it was interested, I'm sure those competing bids could be made anonymous, rather than actually showing which company made what competing bid.  If you did want to see that, you could just mark it A, B, C, D and only the winning bid, the company, need be provided, if at all.


But my understanding is that that information is fundamental to showing the prudence of the costs incurred.


MR. SHEPHERD:  Mr. Chairman, I might add that I think one of the key issues for the ratepayer groups is comparison of unit costs between various utilities.  By looking at the contracts and seeing whether we're comparing apples to apples in terms of unit costs, we really have a good idea whether somebody should be paying twice as much as somebody else.


MR. RODGER:  Perhaps if I could add to that, Mr. Chairman.  I haven't looked through all of the Toronto Hydro contracts yet, but essentially they are confidential, but subject to disclosure if the OEB so directs.


I think the issue of confidentiality is not so much for the individual utility that signed the agreement, but, at least in Toronto's case, we have to advise the vendor that the OEB has made the direction and we will do that.


I could see how the vendor, perhaps, might be concerned if the cost data came out to other utilities that they are currently speaking to or will be speaking to, if the prices are already disclosed.  So I think the issue is more for the vendor rather than for Toronto Hydro.


 Mr. Shepherd is quite right.  It provides the costs of the meters, but I also think that it shows why different costs are different based on other terms and conditions.  For example, the contracts will show, Was there a bundle of products that are purchased which will influence the price?  What are the different representations and warranties, warranty periods, et cetera, that all drive different prices? 


So I think it does provide a complete picture that the cost numbers alone will not give you, if you really want that apples-to-apples comparison.  But I do think this is an issue for the vendor rather than the utilities that have executed the contracts, frankly.


MR. KAISER:  You mean we should be hearing from the vendor on this?


MR. RODGER:  Yes.  If we're so directed, we will contact the vendors right away.


MR. KAISER:  Well, you could contact the vendors, but what is that going to ‑‑ I thought I heard Mr. Shepherd say that he thought it was advisable for the Board to issue an order now.


MR. RODGER:  I guess I'm just wondering if a vendor had an issue with this ongoing negotiations with others where they may have submissions on this point.


MR. BRETT:  Mr. Chairman, if I could speak?


MR. KAISER:  Yes, Mr. Brett.


SUBMISSIONS BY MR. BRETT:


MR. BRETT:  I would just like to add our point that we would like to see these treated in confidence under the Board's rules for treatment of confidential information.


I mean, we don't want them ‑‑ we would not want them to appear on somebody's website or something of that nature.  There is a degree of sensitivity, commercially, involved in some the materials and the contracts.


MR. KAISER:  All right.  Why don't we proceed on this basis, since we are talking about contracts that none of us have seen.


With respect to section 3 of the minimum filing requirements in J1.4, those will initially be filed in confidence in accordance with the Board's rules and guidelines on this matter; and we will hear further submissions, if need be, as to whether there should be broader disclosure.  But at this point, produce them on that basis, following the usual rules.  


Is that satisfactory, Mr. Rodger?


MR. RODGER:  Yes.  Thank you, Mr. Chairman.


MR. KAISER:  That should take care of your concern with respect to your vendors, but they will at least be alerted to it.


MR. RODGER:  That's correct.


MR. KAISER:  So before anything goes public, they will have a chance to make submissions, if they want to.


MR. RODGER:  That's right, sir.  Thank you.


MR. KAISER:  Anything else?


MS. SEBALJ:  I have nothing further, Mr. Chair.


MR. KAISER:  Yes, sir.


MR. BUONAGURO:  Just one minor amendment to the issues list.  I think the Board's decision on the guidance, with respect to the cost recovery time line, on the issues list it says 2006 actual costs.


I think that your comments suggested to me that it would be 2006 and/or 2007 actual costs.


MR. KAISER:  Yes.


MR. BUONAGURO:  So that would be added to the issues list.


MR. KAISER:  I realize the decision doesn't fall within category 1 or 2.  It is a hybrid, if you will, so we will go with the hybrid.  The gentleman behind you, sir, at the back. 


SUBMISSIONS BY MR. WEBER:


MR. WEBER:  Mr. Chair, just to add some clarity, I recognize you are probably going to be going off and making a decision on some of these items.  In J1.6, on page 21 --


MR. KAISER:  Yes.


MR. WEBER:  -- it talks about the combined proceedings.


MR. KAISER:  Yes.


MR. WEBER:  And some of the proceeding issues.  In 6.1, it does indicate that both the treatment of the smart meter costs and the disposition of the under-depreciated costs of meters replaced need to be considered together.  


6.1.1, and I won't read it all, I think some of the items that are ‑‑ have been discussed, which includes the costs which exceed the minimum functionality of the specification for 25/06, it talks about the cost recovery which exceeds the minimum criteria required by that regulation.


And I would suggest that the functionality for the CIS system to talk to -- and the changes that are required are part of the discussion and should be considered as filed information.


The other thing that it talks about, over on page 22, is the setting of benchmarks, and the costs associated with the installation of smart meters at a benchmark cost would not be subject to further review.


So as utilities are sitting in the wings waiting for a decision on this, I think it will provide some clarity if some sort of benchmark is undertaken.  


Now, there is a couple of concerns with setting benchmarks.  One is that in some instances, the projects on smart metering to date have primarily involved high density areas.  Now, that might be different for Hydro One, where they have got extensive rural in the province.


So how that gets netted out and how that might be done, but it is covered as ‑‑ under 6, the combined proceedings, and I think you just can't look at 6.1.2 in a vacuum without going back and looking at the rest.  


I think those are some of the issues that we're looking forward to a decision on, as we move forward.


Thank you.


MR. KAISER:  Thank you.


MS. SEBALJ:  Mr. Chair, if I could just before I ‑‑ I had forgotten to mark two exhibits, the March 27th, 2007 letter to which Mr. Rodger referred, as J1.7, And the decision and order in EB‑2007‑0582 as J1.8.


EXHIBIT NO. J1.7:  MARCH 27, 2007 LETTER

EXHIBIT NO. J1.8:  DECISION AND ORDER IN 


EB-2007-0582

MR. KAISER:  Thank you.


MR. TAYLOR:  Mr. Chair, if I could ask a question just for clarification.  On the contested issues list, number 3, A B and C, that we discussed, is that on the issues list or is that not on the issues list?


MR. KAISER:  We are going to consider that.


MR. TAYLOR:  You are considering it?


MR. KAISER:  We will take the morning break at this point and come back in half an hour.


MS. SEBALJ:  Thank you.



‑‑‑ Recess taken at 11:04 a.m. 


--- On resuming at 11:29 a.m. 


MR. KAISER:  Please be seated.  


MR. KAISER:  We will wait a few minutes until we get some of the stragglers.  


DECISION: 


MR. KAISER:  The Board has heard submissions this morning with respect to the Issues List, the issues that should be considered by the Board in this proceeding, particularly, the contested list of issues which is at J1.3.  


The Board has decided that all four of those matters will be included as issues in this proceeding.  


I understand there are some procedural issues that the parties wish to raise. 


PROCEDURAL MATTERS: 


MS. CORKUM:  Mr. Chair, Mary-Jo Corkum from Milton Hydro.  

MR. KAISER:  Ms. Corkum.

SUBMISSIONS FROM MS. CORKUM:


MS. CORKUM:  If I could ask the Board to consider a two-business-day extension for Milton Hydro in submitting our submission from June 8th to June 12.  Our president, Mr. Thorne, has been out of the country for two weeks and is not coming back until the evening of June 10th.  Because of his extensive involvement in our smart meter initiative, I would ask that he review the submission prior to it coming before the Board.  


MR. KAISER:  Any objections by anyone to the request by Milton Hydro?  All right.  


We will grant the extension in that event.  


Anything else?  So we are adjourned, then, Ms. Sebalj, until when?  


MS. SEBALJ:  The procedural order requires filings to be made on June 8th, and the proceeding to begin, I believe it is 9:30 a.m. on June 15th.  


MR. TAYLOR:  Mr. Chair, I apologize for doing this, but I have to ask a question for clarification.  I understand you didn't accept proposal 1; you accepted a hybrid of proposal 1.  Just so I am clear, if there are LDCs whose costs in 2006 were minimal, would those LDCs be able to defer applying for recovery of those costs until a future rate proceeding?  


MR. KAISER:  Well, I think LDCs can apply at any 

time --  


MR. TAYLOR:  Yes, I agree with you. 


MR. KAISER:  -- to recover those costs.  I don't understand this estoppel concept that was raised this morning, that somehow, if they chose not to participate or didn't have evidence or couldn't participate, they would be estopped from recovering those costs at some future proceeding. 


MR. TAYLOR:  My second question would be, then, if an LDC were to defer the recovery of its 2006 costs because there were minimal amounts spent in 2006, would those LDCs still be expected to file the minimum filing requirements about their 2006 expenditure? 


MR. KAISER:  Well, that's a good question.  And I guess it is hard to know, without having seen it.  It may be minimal, but whether it would be informative or not, I don't know.  Let me just confer with the Panel on that.  


[Board Panel confers]   


MR. KAISER:  Mr. Taylor, we feel the utilities should file in accordance with the minimum filing requirements, whether it is de minimus or not.  We will deal with it on the facts.  


MR. TAYLOR:  Okay. 


MR. KAISER:  In other words, we're not exempting any of the parties from the filing requirements.  Ms. Sebalj.  


MS. SEBALJ:  Just one more matter of procedure.  Given that the regulatory treatment of stranded meter costs and recovery through rates is going to be considered as an issue in this proceeding, I just wanted to be clear that the minimum filing guidelines refer only to the minimum functionality, and that filings for stranded assets would be separate and apart from that.  


MR. KAISER:  Yes.  Do we need minimum filing requirements for stranded assets?  


MS. SEBALJ:  I don't think so. 


MR. KAISER:  I don't think so.  


Yes, sir, Mr. Buonaguro. 


MR. BUONAGURO:  The reason that we were involved in that contested issue specifically was having to do with rate base additions and subtractions based on new meters and old meters.  I am assuming that the filing on that issue would include information so that we can make those adjustments?  Or argue for those adjustments?  That's all.  


MR. ENGELBERG:  Mr. Chairman. 


MR. KAISER:  Yes.  


MR. ENGELBERG:  Arising out of the questions of the other LDCs, perhaps we need some clarification.  Would this mean, for example, then, that my client, Hydro One Networks, which is planning to file on August 15th for distribution rates for the next proceeding, would be able to delay claiming the amounts referred to under the smart meter combined proceeding, choose not to present evidence in that, and file all of this in August as part of our distribution hearing?  


MR. KAISER:  Well, the timing of the data may be different.  In other words, the prudency review that is going to be conducted here in this case will relate to the data that you are filing, the expenses that you have incurred, whether it is to the end of 2006 or whether it is to the end of April of 2007.  Presumably you could file in your rate case amounts that would be greater than that.  


I don't think we're making any judgment on what you should file in a rate case.  Are we?  


MS. SEBALJ:  No.  I had understood the ruling to be, and certainly correct me, that all utilities would file their information for actuals and year to date, whether they were de minimus or not.  I don't think Hydro One is suggesting they're de minimus, but they are suggesting, can they skip this proceeding and just do it as part of their rates proceeding.  


MR. KAISER:  No.  I didn't think you were suggesting that.  


MS. SEBALJ:  Sorry. 


MR. ENGELBERG:  I think that is what I was asking. 


MS. SEBALJ:  I think that is what they were suggesting.  


MR. KAISER:  No.  We expect you to file in this case so this case can proceed.  One of the objectives of this case, that parties have made great reference this morning to the Board's Report, a number of parties have referred to it.  You will recall there was some reference about benchmarks and so on in there.  


This combined proceeding has a purpose, quite aside from simply dealing with the individual applications, is to get some understanding of what benchmarks might exist going forward.  I don't know whether benchmarks will result from this case or won't result from it, but the ruling is that all parties that have been named in this proceeding should file and meet the minimum filing requirements.  I'm sorry, I misunderstood your question.  


MR. ENGELBERG:  Thank you.  


MR. KAISER:  All right.  Mr. Buonaguro, I am reminded by Ms. Spoel that we have accepted as an issue in this proceeding issue number 1, the regulatory treatment of stranded meter costs.  We haven't necessarily agreed that we will be clearing accounts and netting the costs out, as you suggested, just so we don't give you a false expectation.  


I am I am not sure where we will end up on that until we see the evidence, but the issue that we are accepting is the issue as stated on J1.3.


MR. BUONAGURO:  Thank you.  That was my understanding.  I just wanted, in terms of the filing, the information upon which I would make the argument.  That's all.


MR. KAISER:  All right.


MR. BUONAGURO:  Thank you.


MR. KAISER:  Any other clarifications needed?


MR. SHEPHERD:  Mr. Chairman, can I follow up on that?  Do we understand that the minimum filing requirements will include information on the stranded costs that the utilities expect to incur in this period?


MR. KAISER:  No.  What I had understood was that we had not provided minimum filing requirements on that issue.


MS. SEBALJ:  I actually misspoke.  I apologize, Mr. Chair.  I had forgotten that we had as number 8 treatment of stranded meter costs, which was identified as a contested issue, but now that it is no longer contested, it does say treatment of stranded meter costs as opposed to quantification of stranded meter costs.  I don't want to opine on which one of those it is, but there was at least a placeholder for information to be provided in the filing.


MR. KAISER:  Mr. Shepherd, did you wish to -- was your point that the -- that that term is not broad enough?


MR. SHEPHERD:  Well, no.  I think my point is that if the Board is going to consider how these costs should be treated, we should know what they are.  It's just normal practice that you would have the utilities provide, These are the costs that we're talking about.  These are the types of costs.  These are the amounts.  


This should be readily available information.


MR. KAISER:  Well, it should be, but the issue that was on the Issues List was the regulatory treatment of the stranded meter costs, and that is the issue that the Panel has agreed to add.  What evidence the parties choose to file and address that, we will leave up to them.  I don't see any need to issue an order at this time as to what evidence they should file.  I mean, the statement speaks for itself.


Anything further, Ms. Sebalj?


MS. SEBALJ:  No.  I have nothing further, Mr. Chair.


MR. KAISER:  All right.  Thank you, gentlemen, ladies.  We are adjourned until 9:30 on June 15th.


‑‑‑ Whereupon the hearing adjourned at 11:43 a.m.
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