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Wednesday, June 6, 2007


--- Upon commencing at 9:08 a.m.


MR. MILLAR:  Good morning, everyone, and welcome to the technical conference on EB-2007‑0096.  This is the Toronto Hydro‑Electric System Limited CDM proposal.

My name is Michael Millar.  I am counsel for Board Staff.  With me is Mr. Michael Bell.  We will go around the room and take appearances.  


Just to assist people who are new to this room, when you are speaking, you will see there is a green button on your desk.  When that light is on, your mike is on.  When that light is off, your mike is off, and you just press it to turn it off and on.  


Please make sure it is not on when you are not speaking, because they are quite sensitive and they will interfere with the court reporter and they will also pick up things you might not want people to hear.


Why don't we go around the room and take appearances, then.  I understand that the utility wishes to make a very brief opening presentation, and then I think we will get into the questions.


APPEARANCES:

MR. SIDLOFSKY:  James Sidlofsky, S-I-D-L-O-F-S-K-Y, counsel to Toronto Hydro.


MR. GIBBONS:  Jack Gibbons, Pollution Probe.


DR. HIGGIN:  Roger Higgin, ECS, consultant to VECC.


MR. MACINTOSH:  David MacIntosh, Energy Probe Research Foundation, and I will be joined by Tom Adams.


MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.


MR. HOUSTON:  Bill Houston.  I am representing ‑‑


MR. MILLAR:  Sorry?


MR. HOUSTON:  Bill Houston.  I am representing BOMA, and tomorrow Mike McGee will be here, if the conference continues.


MR. MILLAR:  Thank you.  If that is everyone, I will pass it over to Mr. Sidlofsky to introduce his panel and make any opening remarks they wish to make.


PRESENTATION BY MR. SIDLOFSKY:


MR. SIDLOFSKY:  Thanks, Mr. Millar.  We're here this morning to take Board Staff and the parties through the questions that were delivered by Board Staff and certain of the intervenors last week.  As you know, Toronto Hydro is seeking an LRAM adjustment totalling $3,111,432 and an SSM adjustment of $4,657,342.  


That SSM amount will be grossed up to $7,290,767 for PILs, so that the net SSM adjustment represents 5 percent of net CDM savings established by the total resource cost test.


Toronto Hydro received just under 40 questions, some of them ‑‑ several of them multi-part questions, from Board Staff, VECC, Consumers Council of Canada, Pollution Probe and Energy Probe.  


And to assist the Board and the parties, Toronto Hydro has prepared answers to those questions and delivered those answers by e‑mail late yesterday.


If anyone hasn't picked up copies of those responses, they're available at the end of the rows in the hearing room here.


If there are any corrections, any further corrections that come to light after today's session, Toronto Hydro will provide corrections to those.


I will, though, draw your attention to one item right now.  It is actually four items, but it is in one particular response.  That is in the Toronto Hydro response to Board Staff question 1, so that is marked as Exhibit J, tab 1.  It is a spreadsheet and it is schedule 1‑4.  It is table 1.4, titled "Toronto Hydro Data Verification of 2006 CDM Reported Results".  I will just give everyone a second to get to that spreadsheet.


Now, this table breaks the CDM activity down by program categories, and there are four corrections to this table.  The first three are under co‑branded mass markets, the first group of rows in the table.


If you move to the right in the table to kilowatt savings, there is a column titled "Value".  The third item in that column relates to -- just to the left of it is "third party reports verified by TH business units".  The value in that column is currently 337 kilowatts.  That should be 333.


Moving to the right, we go to kilowatt‑hour savings.  That is two columns over to the right.  In the second row, in the row titled "Keep Cool", the current value is 3,658,367 kilowatt‑hours.  The correct value is 2,705,274 kilowatt‑hours; 2,705,274.

Directly below that, across from "Fall Campaign", the value shown is 33,084,475 kilowatt‑hours.  The correct value is 33,080,820 kilowatt‑hours.


Two programs down is "Leveraging Energy Conservation."  In the same column, "Kilowatt‑Hour Savings, Value", the current value is shown at 5,185,754 kilowatt‑hours.  The correct value is 7,018,626 kilowatt‑hours.


Now, I should note, I am advised by Toronto Hydro that the corrections here relate to the presentations in this chart.  So that calculations of the TRC input and kilowatt‑hour savings that were done in Toronto Hydro's TRC calculations reflect the corrected values.


Now, what Toronto Hydro proposes to do this morning is provide a very brief outline of the application through Mr. McLorg, following which the Toronto Hydro panel will deal with the questions that have been put to the utility.


Three members, three representatives of Toronto Hydro will form this morning's panel.  I will introduce them and tell you what areas each of them will be covering.  Colin McLorg is Toronto Hydro's manager of regulatory affairs.  He will be addressing policy‑related questions.  


Dr. Richard Lu is a Toronto Hydro vice president and its chief conservation officer.  He will be addressing practice‑related questions.  


And Mike Singleton is a principal of the SeeLine group, S-E-E-L-I-N-E group, which prepared the OEB CRC guide, but Mr. Singleton is here today as a consultant to Toronto Hydro on its CDM activities.


I am going to turn things over now to Mr. McLorg, who will give a brief outline of the application.


MR. McLORG:  Thanks, Mr. Sidlofsky.


PRESENTATION BY MR. McLORG:

MR. McLORG:  For the sake of brevity, I have some remarks prepared here and I will essentially read them.


So as Mr. Sidlofsky stated, Toronto Hydro is applying for the recovery of an LRAM adjustment totalling 3,111,432 and an SSM adjustment of $4,657,342 after tax.  The SSM amount will be grossed up to 7,290,767 to account for the PILs component.


The total recovery, therefore, in this application is $10,402,199.


The LRAM and SSM application forms parts of a combined application, including LRAM, SSM and smart meter amounts.  Smart meter related issues are being addressed in another proceeding and will not be dealt with here today.  


The application is authorized by the Board's 2006 EDR report and its prior decision on Pollution Probe's motion for an order establishing these recoveries.  Specifically, the EDR report authorized a retrospective LRAM for third tranche expenditures based on actual CDM results and an SSM of 5 percent of the net savings established by the TRC test.  


The application is consistent with the Board's SSM guidelines issued April 28th, 2005.  The TRC guide issued September 8th, 2005, and the relevant portions of the Board's November 14th, 2006 filing requirements for transmission and distribution applications.  


Because our 2005 and 2006 rates contained no adjustments for the effects of CDM programs, our LRAM request incorporates the entire load reduction achieved from the eligible CDM programs.  The load impacts of our CDM programs are summarized at page 8 of the application in table 2.  As you will see there, the total kilowatt-hour reduction for 2005 and 2006 was 178.6 million kilowatt-hours, together with 57,130 kilovolt amperes, a measurement of electricity similar to kilowatts.  The resulting revenue losses are shown on page 9 in table 3.



As for the SSM calculation, we have again used the methodology in the TRC guide.  The SSM calculation has been adjusted for free ridership, and we have excluded utility-side programs.  Load reductions have been valued using the avoided figures, cost figures, in the TRC guide.  


Internal direct costs have been tracked and entered into the TRC model calculations for each program.  These include Toronto Hydro's own internal costs and the invoices of third parties.  


There is one program that was jointly sponsored with Enbridge Gas Distribution.  That was the TAPS program, T-A-P-S.  Toronto Hydro excluded the gas savings attributable to that program in TRC calculations and is asking in its application that the Board approved that approach of apportioning benefits.  


Three of our programs, social housing, leveraging energy conservation and distributed energy resulted in net costs on a TRC basis.  These costs were incorporated into the overall SSM calculation so that the resulting total SSM was reduced as a result of these program results.  


Table 4 on page 12 of the application shows the SSM calculation by program and in total, both before and after taxes, and table 5 breaks that calculation down according to programs within classes.  


Our SSM calculation is based on 5 percent of the net TRC benefits, grossed up for PILs, so that the end result is a 5 percent SSM.  


We have allocated recoveries for both LRAM and SSM to the classes, that is the customer classes, in which related programs were carried out and where programs span multiple rate classes, SSM amounts were apportioned according to the savings in each class.  We have proposed a single combined LRAM SSM rate rider that would be added to the variable rate component for each class.  


Table 1 at page 6 of the application sets out the LRAM and SSM amounts attributable to each customer class and the proposed rate riders for each class.  The rate and bill impacts of the LRAM and SSM can be seen at table 6 of the application, at page 15.  So these are the rate and bill impacts of the LRAM and SSM portion of the overall application, which originally included smart meters.  


Just with respect to the LRAM and SSM rate impacts, a typical residential customer consuming 1,000 kilowatt-hours per month would see a total bill impact of 1.02 percent.  The greatest bill impact for typical customers in the general service category will be 0.35 percent for a 10,000 kilowatt-hour general service less than 50-kilowatt customer.  


Based on these minimal impacts, Toronto Hydro is not proposing mitigation measures for these impacts.  


We had proposed recovering the LRAM and SSM through rate riders effective May 1st, 2007 through April 30th, 2008, or for a period of one year from the effective date of Board approval.  This has come up as an issue in some of the parties' questions and we will discuss our proposed implementation methodology when we go through the responses to the parties' questions.  


Those conclude my remarks, and I will turn it over, again, to Mr. Sidlofsky.  


MR. SIDLOFSKY:  Thank you, Mr. McLorg.  This would probably be a good time to move into the questions, Mr. Millar.  As you can see, we had set this up to show the Board Staff questions going first, but I think you may have another order in mind.  


MR. MILLAR:  Thank you, Mr. Sidlofsky.  I see Ms. Girvan has a question.  Just before we do that, maybe it would be appropriate to actually enter this document as an exhibit.  I assume there are no objections from anybody.  So it will be Exhibit KT for technical conference, 1.1.  


MR. MILLAR:  Ms. Girvan, did you have a -- 


MS. GIRVAN:  Yes.  I just have a question.  I hadn't seen the answers to these questions until now.  It seems it might be useful if we took a break so that we could read the answers to the questions so that we understand them. 


MR. MILLAR:  I am sort of reading through it as well so before we go, I do need a moment to read. 


MS. GIRVAN:  Because it may not be necessary to ask the questions.  If the answer is sufficient in written form, then I guess I don't see a lot of value in repeating the question and having the witnesses repeat the answer on the record.  


MR. MILLAR:  Perhaps we should take -- is 20 minutes enough?  


MS. GIRVAN:  Maybe half an hour. 


MR. MILLAR:  Half an hour?  Does anyone object to that, to give us a chance to go through the answers?  Maybe it will actually make the conference go much more quickly.  Mr. Sidlofsky?  


MR. SIDLOFSKY:  I think that will be fine. 


MR. MILLAR:  I think that is a good idea, so why don't we break for half an hour.  


MR. McLORG:  Could I suggest, Mr. Millar we make it a round number and return at ten o'clock. 


MR. MILLAR:  Yes.  Why don't we do that.  Okay.  Thank you.  


--- Recess taken at 9:25 a.m. 


--- On resuming at 10:02 a.m.

PROCEDURAL MATTERS:

MR. MILLAR:  Is everybody ready to go?  Okay.  We are back.  


Just a couple of quick preliminary matters before we get into the questions.


First, I neglected to introduce two members of Board Staff.  Beside Mr. Bell is Ms. Alison Cazalet and up at the dais is Mr. Josh Wasylyk, W-A-S-Y-L-Y-K.


Mr. Sidlofsky, Ms. Girvan brought to my attention the fact that the exhibit I had labelled as KT1.1 was in fact already marked before I did that.  


So what I propose to do, since it is already set out quite nicely on the document itself, is to in fact retract KT1.1 and simply call it as it is labelled on the document itself.  It is Exhibit J, tab 1, schedule 1, and then I guess it goes through a number of schedules, but I think it would be easier if we just retain the numbering and the identification that it has on the sheet itself.


So I think we will get into the questions.  Anyone want to volunteer to go first?


MS. GIRVAN:  I'm sorry, I had just one other clarification question.  Because we have now gone through the questions, I was just going to propose to ask some clarifying questions.


MR. MILLAR:  I think that is probably right.  What I would propose is we go party by party.  If you are satisfied with the answer, you can say so.  If you have some follow-up questions, then you can ask those, as well.


MS. GIRVAN:  Thank you.


MR. MILLAR:  Mr. Higgin, did you wish to go first?


DR. HIGGIN:  Yes, I can start if you like.


TORONTO HYDRO-ELECTRIC SYSTEM INC. - PANEL 1

Richard Lu


Colin McLorg


Mike Singleton

QUESTIONS BY DR. HIGGIN:

DR. HIGGIN:  These are, from my quick read of the responses, follow-up questions.


My first one would be with reference to VECC Question No. 3 and the response to that one, if you could turn that up.  That's Exhibit J, tab 2, schedule 3.  Okay?


In that exhibit, you provide a copy of the actual forecast, in the case of 2006, at least, the kilowatt‑hour load forecast and reductions.  


The first question then is:  Can you reconcile the difference between what is in this table, which to my calculation shows a load reduction of 119,219-and-change kilowatt‑hours with the 119,665 that is shown in Board Staff response ‑‑ sorry, in the evidence, table 3.


So look at table 3 in your evidence.  


What I am just trying to have you do, and you can take it as a take-away if you wish, to reconcile the two numbers.  That's all.


MR. McLORG:  Roger, with respect to table 3 in the supplementary application, what number are you referring us to?


DR. HIGGIN:  I am referring you to the difference in there under the residential, 119 -- did I say table 3?  Sorry, it should be table 2.  The 119,665,679.


MR. McLORG:  I see that, yes.


DR. HIGGIN:  Just to reconcile those numbers.


MR. McLORG:  The 119,665,679 with the difference between ‑‑


DR. HIGGIN:  Between the load --


MR. McLORG:  -- forecast and actual in 2006?


DR. HIGGIN:  Yes, yes.


MR. McLORG:  One point of clarification for us would be that the tables -- the numbers provided in our response to your question 3 don't refer to CDM results.  They are forecast and actual numbers for Toronto Hydro kilowatt‑hours in the residential sector.


As a function of that, both the forecast and the actual would be subject to other influences, like weather and economic growth and so on.  So there is no definitional relationship between the variance, between forecast and actual in 2006 and the results provided in table 2.


DR. HIGGIN:  So it is purely coincidental, then, that the numbers are very close?


MR. McLORG:  That's right.


DR. HIGGIN:  Okay.  So, in fact, your claim for an LRAM and the amount of kilowatt‑hours savings is slightly higher than the actual difference between the forecast and the actuals?


MR. McLORG:  Well, that happens to be correct in this instance, but there is no logical or definitional relationship between the LRAM claim, which is based on a calculation of the variance, and CDM results, opposite a variance between overall forecast and actual kilowatt‑hours in any given customer class.


DR. HIGGIN:  Okay.  Just as a follow‑up question, then, to that, you are claiming all of the savings as opposed to a variance from an LRAM amount.  So you are claiming all of the savings for the ‑‑ I am talking about the residential.  The 119 is what you are claiming, correct?  Just to clarify, because there was no ‑‑ you say in your evidence and in the response to Board Staff, there was no forecast LRAM amount.


MR. McLORG:  That's correct.  In effect, you could say that the forecast of CDM savings for purposes of rate-making was zero.  Mechanically, it is still the same exercise of subtracting the forecast from the actual CDM results.  But since forecast was zero, it follows that the entire CDM achievement is a variance from that.


DR. HIGGIN:  Okay, thank you.  Could we also, then, just as a follow-up, when we are looking at the impact on distribution rates ‑‑ and I am just going to give you a reference here.  Probably it is easiest to look at this. 


There is a table that shows the impact by rate class.  Perhaps you could just help me identify.


Is that one of the responses or is that in your evidence?


MR. McLORG:  Could I ask you to be slightly more specific about the quantities or the impacts that you are looking ‑‑


DR. HIGGIN:  We are looking at the 3.7 percent residential and the 1.02 bill impacts, distribution and bill impacts.  I think that is in one ‑‑ maybe it is in the evidence.  Yes, sorry, table 6.


MR. McLORG:  I was just about to suggest that to you.


DR. HIGGIN:  Okay.  So I can probably do the calculation, but as a follow-up, can you just show me the following:  The breakdown of that impact between the LRAM and the SSM, and also as per the SSM calculated on a before- and after-tax basis?


MR. McLORG:  If it is helpful to you, I believe that that information can be derived from information we have already filed.  But to save time, could we make that an undertaking?  Perhaps if you could restate that for the record?  We may be able to come back after the break.


DR. HIGGIN:  Yes.  I would just like to know how much of the impacts by class -- and I was particularly focussing on the residential, but if you wish to do it for more, the distribution cost and total bill, how much of the impact is attributable to the LRAM claim and the SSM claim.  That is question one.


Then question 2 is:  How much of the impact would be, depending on how you calculate the SSM, on a before- or after‑tax basis.


MR. McLORG:  To begin with, and if it is helpful now ‑ and this is not to decline your request at all ‑ table 1 does show the dollar amounts attributable to LRAM and SSM.  By table 1, I am referring to table 1 in the supplementary application.  


DR. HIGGIN:  Hmm-hmm.  


MR. McLORG:  If, for the residential class, one were to separate those impacts, you could see what is shown in columns 6 and 7 of that table where we show the impact on a unit basis for both the LRAM and SSM, as well as the total impact.  


DR. HIGGIN:  Hmm-hmm.  Well, if you don't mind, you've got a lot of staff and calculators and I probably will screw it up anyway.  So it is probably better, because we might refer to this when we go to hearing and I would rather have it verified by you than we have a confrontation on the stand.  


MR. McLORG:  Oh, no, I would prefer to avoid that.  


DR. HIGGIN:  So if you wouldn't mind doing the calculation, that would be helpful.  Thank you, Colin. 


MR. MILLAR:  Mr. McLorg, I guess the undertaking as Mr. Higgin stated it earlier.  Is there any revision to the undertaking in light of Mr. McLorg's answer? 


DR. HIGGIN:  No, I don't think so. 


MR. MILLAR:  He is asking the same thing.  We will call this JT, for technical conference, 1.1.  


UNDERTAKING NO. JT1.1:  TO PROVIDE THE BREAKDOWN OF 

THE IMPACT BETWEEN THE LRAM AND THE SSM; ALSO AS PER 

THE SSM, CALCULATED ON A BEFORE- AND AFTER-TAX BASIS


DR. HIGGIN:  If i could just now refer you to table 1.1, attached to Board Staff Interrogatory No. 1, which is J, tab 1, schedule 1.1-1.  


If you look at the column that talks about TRC inputs, and specifically utility program costs, net of incentives as per the guide.  


My question was, what, if any, co-funding/incentives were provided by third parties such as the federal government or, in the case of Enbridge, third parties; and whether or not those costs are net of those contributions.  Meaning, if the federal government provided an incentive for any program, these costs net of those contributions.  They're your net utility costs, without federal or other contributions.  


MR. SINGLETON:  That is the case; they are net.  


DR. HIGGIN:  And then -- then the follow-up question then is in terms of attribution.  How was the attribution performed for programs and measures where there was a co-sponsor?  I will come to TAPS in a minute, but leaving aside TAPS because we have more detail on that, in a general sense, looking at the federal government, for example, how was the attribution managed?  


MS. GIRVAN:  Can you just specify which programs have federal government involvement, do you know?  


DR. HIGGIN:  Well, I don't know.  I could ask that question so you could give us examples, if you would, where federal government involvement was obtained, which is good, leverages and how was attribution.


DR. LU:  I would probably take this question.  


DR. HIGGIN:  If you could put your mike on. 


DR. LU:  I will answer this question.  In the application material we filed here, all of the programs except the TAPS program, are co-sponsored by Enbridge and the remaining programs are all solely sponsored by the third tranche.  So there is no other program that is co-sponsored or jointly done by any other parties.  


DR. HIGGIN:  So there is no co-sponsorship, except TAPS?  


DR. LU:  Correct.  


DR. HIGGIN:  All right.  I have a recollection that there was a federal government incentive for CFLs and other.  Is that separately handled?  


DR. LU:  We did not participate in the federal funded programs.  In this case, we purely focussed on delivering of the third tranche programs, yes.  


DR. HIGGIN:  Okay.  Thank you.  I will come to TAPS in a minute.  


Can we have a look at this issue of free ridership rates, and perhaps do that by looking at your response to Board Staff Question No. 5.  What I would like you to do is to just help me understand the calculation with and without free rider adjustments.  If you could just take me through your calculations here, so I can have a better understanding of the table that is attached to Board Staff question 5.  That's J, tab 1, schedule 5 in the table.  


MR. McLORG:  I would be happy to do that, Mr. Higgins.  Josh, I wonder whether for the benefit of all of the parties you might display that Excel file with the spreadsheet in it.  


So, this is meant, as it is described in the evidence, to be purely illustrative.  The numbers here don't correspond to anything that we are actually claiming.  So it is highly stylized.  


What essentially I am trying to illustrate with this table is the difference in regulatory treatment that would occur in two separate situations, the first being where a utility provides and the Board implicitly accepts a forecast, an explicit forecast of CDM load savings, and furthermore, where that forecast is decomposed into a free ridership portion and a net CDM portion.  


So in columns 2 through 4, what I have started with there pertaining to that situation is an illustrative gross CDM load savings forecast of 1,000 units or, as I have them here, megawatt hours; and an unadjusted volumetric load forecast for the utility of 25,000 megawatt hours.  


So in this example, CDM is roughly 4 percent of the load.  


What I show in rows 8 through 12 are the steps that are involved in arriving at the baseline forecast for purposes of rate-setting.  And those steps are to start with the unadjusted load forecast, to deduct the free ridership adjustment, which in this example, is assumed to be 10 percent of the gross CDM load savings forecast.  And therefore to arrive at a figure of 24,900 for the free rider adjusted load forecast.  


Now, that is just an interim step.  


From that amount is deducted the net CDM load savings forecast, which is the gross CDM load savings forecast minus the free rider adjustment, coming to a value of 900.  And that produces a baseline forecast for rate-setting purposes of 24,000 megawatt hours.  


When I divide the illustrative revenue requirement of $500,000 by that baseline forecast of billing units, of 24,000, I arrive at a rate of 20.83.  So that covers the initial rate-setting part of the exercise.  


Then we turn to the part that concerns the actual results after the fact.  In that instance I have assumed, again just for illustration, that the actual CDM savings were greater than forecast and they were 1,200 units, rather than 1,000.  So that the gross CDM variance is 200 units.  And that would represent, at this stage in the exercise, an uncompensated amount of revenue loss for the utility.


In line 14, I show the actual load and revenue that the utility experienced after the actual CDM savings were realized.  So in terms of real billing units, the utility had, now, 23,800 rather than 24,000.  That figure of 23,800 is a result of deducting the CDM variance from the baseline forecast for rate‑setting.


When I multiply that actual load by the established rate, I arrive at a figure for revenue of 495,833, which understandably is less than the approved revenue requirement, in this case of $500,000.


However, the LRAM mechanism -- or the LRAM, I should say, does figure into this, and on the basis that the LRAM is applied to the gross CDM variance adjusted in this instance for free riders at a rate of 10 percent, the LRAM claim is therefore based on a billing quantity of 180 units, rather than 200, and, when multiplied by the rate of 20.83, produces an LRAM‑related revenue of 3750.


So adding together the LRAM revenue of 3750 and the basic distribution actual revenue of 495,833, we get to a figure of 499,583, leaving the utility with a net revenue shortfall of 417.  


That revenue shortfall arises, fundamentally, because the LRAM mechanism doesn't apply to the entire CDM variance, but only the LRAM adjusted volume, if I could refer to it that way.


DR. HIGGIN:  So this is the traditional approach --


MR. McLORG:  That's correct.


DR. HIGGIN:  -- that we are very familiar with, with Union Gas and Enbridge, which requires an LRAM variance account?  It requires a forecast which embeds a certain amount of lost revenue, and then a variance account; correct?


MR. McLORG:  That's correct.  And one thing I would particularly draw to your attention is the fact that the free ridership adjustment shown at line 6 is applied to ‑‑ as a component of the baseline forecast for rate‑setting.  So this is where the utility incorporates into its load forecast what I would refer to elsewhere or I have referred to elsewhere as autonomous or exogenous conservation.


DR. HIGGIN:  Natural conservation.


MR. McLORG:  Sorry, we just have a display issue that we want to resolve.


The line numbers that I am referring to are the line numbers in the document itself, rather than the Excel spreadsheet line numbers.  Yes, Josh has corrected that now by scrolling over one column.


DR. HIGGIN:  Thank you.  Could you then go through the other one, which is more akin to your situation, and 

then ‑‑


MR. McLORG:  I will.


DR. HIGGIN:  ‑‑ we can understand the differences?  Thank you.


MR. McLORG:  For purposes of this example, I have assumed that the CDM achievement is identical in both cases.


DR. HIGGIN:  Hmm‑hmm.


MR. McLORG:  Underlying that is an assumption that the gross CDM load savings, or that which was expected, was still 1,000 megawatt hours.


But in this case, in the one illustrated in columns 5 through 7, no forecast is made of CDM activity at all, and so the corresponding entry there is zero.  And at line 5, we see the unadjusted forecast, which is identical to the first case, of 25,000 units.


There is no free ridership adjustment in this case to the baseline forecast, and so the free rider adjusted forecast is obviously 25,000 units again.  Similarly, there is no adjustment for net CDM load savings deducted from the forecast.


So now the baseline forecast for rate‑setting purposes is 25,000, rather than 24,000.


If we divide the same revenue requirement of 500,000 by that higher number of billing units, the rate is clearly going to be lower and, in this case, the rate is 20.00 rather than 20.83.


So obviously in the second instance, the revenue per unit that the utility experiences is somewhat lower than in the first case.


I assume for these purposes that the actual CDM performance is identical across both utilities.  So the actual CDM savings in the second example are the same at 1,200, but the gross CDM variance now is itself 1,200 rather than the 200 previously, because the forecast value was zero.  That does correspond to the real-life case for Toronto Hydro.


When we get to the actual load and revenue line shown at line 14, the actual load that is billed by the utility is, again, identical at 23,800 units, but the revenue that derives from that is lower, because the rate is lower.  So I have a revenue of only $476,000.


In this instance, there is a corresponding increase in the quantum of the LRAM claim because of the greater number of units that are subject to LRAM -- the LRAM treatment of variance.


So in line 15 and column 5, we see that the volume for LRAM purposes, again assuming in this case the free rider adjustment of 10 percent, is not 1,200 units, but rather 1,080, one-zero-eight-zero, units.  That quantity, multiplied by the rate of 20, produces an LRAM‑related revenue of 21,600, and added to the base distribution revenue of $476,000 it comes to a total of 497,600.  


And the net revenue shortfall in the second case is obviously very much larger than in the first case.  The net revenue shortfall in the second case is 2,400.  In this example it works out to be between five and six times as great as the first case.


One of the fundamental drivers of this difference in result is that the application of the free rider adjustment in the second case is to the entire quantity of CDM savings, rather than a variance portion from what one would hope would be a reasonable forecast to begin with.  And that's illustrated, as you can clearly see, by the units at line 15 in columns 2 and column 5, respectively.


So the actual free rider adjustment, volumetrically, is correspondingly much higher in the second case.  


This is meant to illustrate that the application of a free rider adjustment in the traditional rate-setting context that has applied to natural gas side CDM programs is accepted in that context, and I don't think there is a dispute about that, but that it is not appropriate, in our submission, in the context that Toronto Hydro has historically experienced, essentially because Toronto Hydro, in its regulatory context, has not either had the ability to provide a CDM forecast, or has not in the case of 2006 provided a CDM forecast due to the inherent uncertainty of our results, among other things.  


So what is appropriate on the gas side setting doesn't transfer easily or appropriately to the electricity side setting.  I have noted in my response, in Toronto Hydro's response to Board Staff's interrogatory that we don't expect this situation to persist.  Beginning with the 2008 rate year, Toronto Hydro will be submitting volume or load forecasts both of basic load and of CDM results and we expect those forecasts to be scrutinized, of course, by the Board and intervenors.  But in any event, the result will be a forecast for rate-setting purposes that, from those years onward, will account for CDM load savings.  


And at that point, I think that Toronto Hydro would certainly be prepared to operate at the Board's direction, in terms of how the LRAM mechanism would specifically apply.  But for the purposes of this application, it is our submission that it is inappropriate and undue to apply the free rider adjustment of approximately 10 percent for most programs -- and that is a figure that will have to be made exact -- but to apply that free rider adjustment to the entire variance.  


DR. HIGGIN:  Okay, thank you.  Just following up there, and we know there is an issue with respect to this.  Going forward, then, you would expect the more traditional mechanism to apply and that you would have a LRAM variance account, for example, and that would be how it would be calculated.  The fulcrum, if you like, of the variance account would be your load forecast, less predicted CDM savings, then there would be a variance account.  That's how you would see it operate?  


MR. McLORG:  That's correct.  And the baseline forecast for rate-setting would include our estimate of exogenous/autonomous --


DR. HIGGIN:  Natural.


MR. McLORG:  -- naturally occurring conservation.  So under the traditional approach, we would be at risk for the free rider deemed portion of the CDM variance but that would be, presumably, a small portion of the CDM variance rather than the entire CDM load savings. 


DR. HIGGIN:  However, just as a follow-up, do you agree that the materiality of free ridership is much more significant when it is applied to the whole of the variance, or the whole load difference, as in this case, where it is not a portion -- where there is no variance account.  


The materiality, then, of free ridership is much greater.  


MR. McLORG:  I certainly agree.  


DR. HIGGIN:  Okay, thank you very much.  That is very helpful to get that understanding of where we are.  And we will leave to argument and discussion whether or not this is an anomaly of the first, third tranche and all of those good things, but anyway.


So my other two questions, follow-ups would be in, again, question 5 from VECC.  I want to just have a follow-up on that, if I could.  That is the J, tab 2, schedule 5.  I would specifically ask you to look at the table in that response.  That's on page 2.  


Then on your statement of the impacts on a volumetric rate and per-customer basis following the table.  


MR. McLORG:  I have that.  


DR. HIGGIN:  Okay.  So what I would like to do is to try and better understand these differences, because of your statement about where the crossover is.  I want to explore the crossover, because, to my client group, it is highly critical, I think as you could gather.  


So what I would like you to do - and this will probably require an undertaking - can you, first of all, provide an average monthly load profile for a typical residential customer.  So that would be a load profile by month, kilowatt-hours.  


Then, can you apply the RPP two thresholds, to winter/summer thresholds, which are winter 1,000 kilowatt-hours, summer 600 kilowatt-hours.  And then recalculate the impacts for the two methodologies using 600 kilowatt-hours, 750 kilowatt-hours and 1,000 kilowatt-hours, average per month.  


MR. McLORG:  We can certainly do that.  If I could just ask for a clarification on your question.  


When you were initially asking for an average profile, there are two concepts that we frequently use.  One is the so-called typical or representative customer, which, for purposes of illustration, uses 1,000 kilowatt hours per month.  And that's a standard basis of comparison.  


But I gather, from your question, that what you are really asking us for is the Toronto Hydro residential average consumption?  


DR. HIGGIN:  Correct.  


MR. McLORG:  And that would be an empirical matter, and so we could provide that to you for 2006.  


DR. HIGGIN:  Yes, that would be helpful.  


MR. McLORG:  Then I understand from your question that you would like to have a total bill calculated for that average customer, wherein the bill would vary according to the different RPP thresholds throughout the year?  


DR. HIGGIN:  That's right.  


MR. McLORG:  Sorry to belabour the point, but is your request for an annual average actual residential consumption divided by 12?  Or were you also looking for the average profile throughout the year, where consumption could vary -- 


DR. HIGGIN:  I am trying to understand the annual bill impacts of the two methodologies, given my assumptions which you can agree or not, help me with is:  600, 750 and 1,000 average per month.  


What I am trying to explore is whether low consumption people will or will not be better off, under which methodology.  That is really where I am trying to go with that.  


MR. McLORG:  I understand.  Well, we can provide that for you, and I think I have a clear understanding of what you are asking for.  


I will just reinforce the point that is made in the paragraph below this table.  I do want to distinguish one point, which is that the LRAM amount that is in question here is a fixed, non-recurring amount.  It is not the same as talking precisely about an increase in basic distribution rates -- 


DR. HIGGIN:  Yes. 

MR. McLORG:  -- which would have an ongoing effect.


DR. HIGGIN:  You would have a rate rider for a period of so many months.  That would be an incremental step for rates.  That's what you're saying?


MR. McLORG:  That's correct.  Let's assume for these purposes that it is going to be 12 months.  That may or may not correspond to our actual proposal later.


But, in any event, the point that is made in this paragraph is that on a mathematical basis, any customer that uses less than 766 kilowatt‑hours per month will be worse off if the allocation of the LRAM amount - or, for that matter, any fixed dollar amount - is recovered through a fixed monthly customer charge rather than a volumetric rate.


I think you will probably see the basis of that determination of 766 kilowatt‑hours per month is simply a division of the fixed dollar amount that needs to be recovered per customer, divided by the rate that would apply to the kilowatt‑hour on a variable basis.


DR. HIGGIN:  Right.  And this new undertaking is intended to explore that under somewhat slightly different assumptions.


MR. McLORG:  So that undertaking will demonstrate the differential percentage rate impacts that result from assuming different levels of consumption?


DR. HIGGIN:  Correct.


MR. McLORG:  That's fine.


DR. HIGGIN:  Thank you.


MR. MILLAR:  So we will have an undertaking for that.  It is JT1.2.  Mr. McLorg, there has been a lot of discussion.  


Perhaps could you have a stab at summarizing the undertaking just to make sure we have it correct for the record.


MR. McLORG:  I am glad to take a stab and I am also glad to be corrected.  So my understanding of the undertaking is that Toronto Hydro will, first of all, provide information on what its actual average residential annual consumption is, and that will be a figure in the thousands, but that could be translated into a monthly amount, as well.


DR. HIGGIN:  Right.


MR. McLORG:  I don't understand that an intra‑year profile is being requested.  It is just the annual figure.


Secondly, Toronto Hydro will produce a spreadsheet that calculates the total bill, including RPP, and figuring in the changes in the RPP thresholds for three different illustrative customer consumption levels, those levels being 600, 750 and 1,000 kilowatt‑hours per month.

UNDERTAKING NO. JT1.2:  TO PROVIDE AN ANNUAL FIGURE FOR TORONTO HYDRO'S ACTUAL AVERAGE RESIDENTIAL ANNUAL CONSUMPTION; AND TO PRODUCE A SPREADSHEET CALCULATING TOTAL BILL INCLUDING RPP, FOR ILLUSTRATIVE CUSTOMER CONSUMPTION THRESHOLDS OF 600, 750 AND 1,000 KILOWATT‑HOURS PER MONTH

MR. MILLAR:  Thank you.


DR. HIGGIN:  Thank you very much, Colin.


My last question refers to TAPS.  We could start by looking at the response to VECC Question No. 7, which is J, tab 2, schedule 7.  Then I would also -- if you could open and turn up your response to Board Staff question 7, which provides more detail on, if you like, who does what to whom and who pays for what under the combined THESL EGD TAPS program.


 So what I am trying to understand - it is really a question of understanding rather than anything else - is the question:  Who pays and who gets the attribution?  And particularly the key for this, it seems to me from reading the response, is the water savings.  The electric and the gas are pretty straightforward, but it is the water savings and how do you track and attribute the water savings between gas and electric, depending on the type of equipment the customer has?


Perhaps you could take me through that, and then explain how that is done, particularly with respect to the water savings.


MR. SINGLETON:  Okay.  It is pretty straightforward.  The water savings are claimed based upon the fuel use of the water heater.  So Hydro claims the water savings where there are electric water tanks, water heaters, and Enbridge claims those that are -- that use natural gas.  And as part of the delivery arrangement with the contractors that Enbridge manages, that information is tracked as part of that delivery.


DR. HIGGIN:  Okay.  Could we just, then, look at your response to Board Staff.  That's J, tab 1, schedule 7, page 2.  I am just trying to understand this one.


And the assumption is that there is no -- there are no combo units or other type of technology other than tank water heaters; is that correct?


MR. SINGLETON:  Correct.


DR. HIGGIN:  Okay, thank you.  That explains, I think, what I understand to be how you split the savings.


Now, just turning back to the table in the response to our question 7, this is table 2.3, which is J, tab 2, schedule 7, table 2.3.  You don't have the NPV gas numbers, or at least you have not displayed them here.  I would just like to know whether you have a problem with providing the NPV for the gas, including water?


MR. SINGLETON:  Yes.  I guess they weren't provided because we didn't have that information from Enbridge.  Presumably it is part of their public record, and we could retrieve that information through that public record and put it in those cells.


DR. HIGGIN:  Okay.


MR. SINGLETON:  Toronto Hydro does not undertake a TRC screening of Enbridge's results.


DR. HIGGIN:  Just to confirm, the NPV for the water is the combined NPV, or is it only the bit that you have described, which is from the electric water heater tanks?


MR. SINGLETON:  It is only the bit from the electric water heaters.  There is no gas water heaters included in this calculation.


DR. HIGGIN:  Okay, we will leave it there.  Thank you very much for your responses.  Thank you.


MR. MILLAR:  Okay, thank you.  Who is next?  Mr. Gibbons?


MR. GIBBONS:  Just call me Jack, Mike.


MR. MILLAR:  It is a tech conference.


MR. GIBBONS:  It is a tech conference.  Let's not get too formal.

QUESTIONS BY MR. GIBBONS:


MR. GIBBONS:  Just before I ask my questions, I will just tell you where Pollution Probe is coming from.


Pollution Probe believes the purpose of this proceeding is to merely find out whether Toronto‑Hydro has properly calculated their LRAM and SSM claims according to the Board-approved methodology.  We think that is the whole purpose of this proceeding.


We don't agree with all of the Board‑approved methodologies.  We have brought motions to the Board and asked them to change it.  The Board has rejected us.  We're not going to try to reargue that case here.


And I know Toronto Hydro doesn't agree with all the Board-approved methodologies and I know other intervenors don't agree with all the Board-approved methodologies, but we don't believe this is the appropriate forum to debate those issues.


We think this is the forum just to see whether Toronto Hydro has appropriately calculated the LRAM and SSM according to the Board-approved methodologies.


I count there are 22 people in this room.  This is a very high-cost regulatory process.  So we think we should, you know, just stick to the issues, what we think is the appropriate issue, what the Board wants us to do, and we think we should do everything possible to avoid a hearing.  We should be, in our view, as efficient as possible.


Let's find out where Toronto Hydro has deviated from the Board-approved methodologies.  Let's correct those numbers, and let's get an ADR agreement and present it to the Board so we can all go home and do other things. 

And so we asked one interrogatory in terms of the LRAM, and we believe that Toronto Hydro made two errors in their LRAM calculation.  They deviated from the Board-approved methodology.  First, they didn't include the free rider rates and so that was wrong.  We have asked them to recalculate their LRAM claim with their free rider rates, and they have done that and given us the answer of -- it goes down $2.8 million.  So that is helpful.  


The other error they made was, they didn't request their carrying costs.  We have asked Toronto Hydro for that information.  They haven't give it to us.  


So I guess I would repeat my claim:  Could you please give us the carrying costs?  


MR. McLORG:  Jack, Toronto could easily calculate the carrying costs on its LRAM claim, and we can provide that for you as a piece of information.  But Toronto Hydro management took a decision that we were not going to request those costs and it is a little bit obscure to me what the result of showing the carrying costs would be.  


If the Board were to decide that it would award carrying costs, then I can assure you that Toronto wouldn't oppose that.  But as a matter of our application, we are not requesting it.  


So I would provide it to you.  Toronto Hydro would provide it to you on your understanding that it doesn't form part of our application.  


MR. GIBBONS:  I am very well aware of that, Colin.  Can you give me the number now?  


MR. McLORG:  I don't have the number right now.  


MR. GIBBONS:  I mean, Colin, your response that you know Toronto Hydro is not requesting it and that is a reason to not give us the answer is totally inappropriate.  You know the rules of interrogatory processes at this Board and intervenors are allowed to ask questions, even though it doesn't support what the utility or the applicant wants.  


MR. McLORG:  I quite agree with you.  Please don't understand my response to indicate that Toronto is rejecting your request.  We can give you that information.  I don't happen to have it right now.  But we could, as a matter of undertaking, provide that to you.  


MR. GIBBONS:  Well again, you know, in the hope of speeding up this process, if you give it to us after lunch or something?  We only asked one interrogatory, one little interrogatory.  


Now, just to put on the record:  The only other error that we have identified, I mean, is that in terms of the SSM the Board's decision was that the SSM, the 5 percent of TRC benefits is on a pre-tax basis.  


So we believe what your total SSM and LRAM claims should be are as follows:  The SSM claim, according to the Board-approved rules, is 5 percent of your TRC benefits $93 million.  So that is $4.6 million is your SSM claim, that is before tax.  


Your LRAM claim, with the free rider rates, is 2.8 million.  There is a carrying cost which will increase it a little bit.  So we are talking about a total LRAM and SSM claim of $7.4 million, plus a bit more for carrying costs, which is about 8 percent of your total TRC benefits, the total bill reductions you got for your customers. 


MR. MILLAR:  Jack, did you want an undertaking for the carrying costs? 


MR. GIBBONS:  Absolutely, yes. 


MR. MILLAR:  That will be JT1.3.  


UNDERTAKING NO. JT1.3:  TO PROVIDE THE DOLLAR VALUE 

OF CARRYING COSTS on the SSM and the LRAM claim of 

$2.8 million

MR. MILLAR:  Anything else?  


MR. GIBBONS:  No.   


MR. SIDLOFSKY:  Sorry, could I just jump in there for a second.  I just want to be clear. 


MR. MILLAR:  Yes.  


MR. SIDLOFSKY:  Jack, are you asking for the dollar value of the carrying costs and the recalculation?  Which is what is in your question.  


MR. GIBBONS:  It was based on the free rider rate, which the Board approved free rider rates is 2.8 million.  We're asking for the carrying costs on that SSM, the LRAM claim of 2.8 million.  


MR. SIDLOFSKY:  Okay.  But do you want the dollar value?  Or do you want the recalculation?  


MR. GIBBONS:  Well, the dollar value.  So what do I add the 2.8 million to. 


MR. SIDLOFSKY:  Okay.  


MR. MILLAR:  Everybody happy with that?  Okay.  Thank you.  Who wants to go next?  


MS. GIRVAN:  I will go.  Thanks.  


I appreciate the fact you have answered these questions in writing, and I am going to struggle a little bit just in terms of trying to be efficient here.  


I am not going to repeat each question and have you repeat each answer on the record, so I hope that is helpful.  


QUESTIONS BY MS. GIRVAN:


MS. GIRVAN:  I will start with what we have labelled now Exhibit J, tab 3, which is the CCC questions and answers.  If you go to question 2, this is really just a clarification under point C at the bottom.  It is not clear to me how these amounts are being recorded from an accounting perspective.  If you could clarify that for me, that would be great.  It says that they're general revenue.  Is that going to be general revenue in the context of 2007?  


MR. McLORG:  Yes is my short answer, Julie.  I am not aware of any accounting convention that would cause us to restate our financial statements for 2006.  


MS. GIRVAN:  That was really my clarification.  So it is going to be treated as general revenue in 2007.  And it's not clear to me there why it says it is not payable to the City of Toronto, if the City of Toronto is your shareholder.  


MR. McLORG:  What we meant in that response is simply that the -- any SSM and/or LRAM amount that may be approved by the Board would be collected from Toronto Hydro Electricity Distribution customers by way of Toronto Hydro rates.  


So the revenue would accrue, in the first instance, to Toronto Hydro.  We have no way of colouring that money to identify that dollar amount in our overall earnings, and the City of Toronto, as shareholder, and in accordance with our dividend policy and so on, will benefit from a portion of our earnings.  But there is no direct funneling or assignment of the SSM to the shareholder.  


The SSM, as it is constructed right now, while it is known as a shared-savings mechanism, actually is an incentive for the company rather than the shareholder per se.  


MS. GIRVAN:  Okay, I understand your answer.  Thanks.  


Now, question 3, just a question about whether or not Toronto Hydro used an independent auditor.  I understand your answer to be no because you didn't -- the OEB guidelines didn't require that.  


Just from a practical perspective, I wondered why you wouldn't want to use an independent auditor in assessing these results, to ensure that they're valid and correct and appropriate.  


DR. LU:  I will take that question.  So far, we have not used the external auditors to validate the results.  What we are depending upon is really the Board guidelines and the internal processes, in terms of following the documentation verification procedures.  


You are quite correct that it is not called for.  However, going forward, now we are entering a more mature stage of operating and with the volume increase, we are considering on a going forward basis to use external auditors for the programs that are involved.  


MS. GIRVAN:  Okay.  Thanks.  


If you move now to question 6.  In this question, we asked for a description of the programs and essentially how the LRAM and SSM amounts are calculated.  


If I turn to what you filed under Board Staff Exhibit J, tab 1, the four schedules that are there, I think you have set out in some respects some of these answers.  I would just like to clarify and get a little bit more detail around how the amounts are calculated.  


So if I go to the first program referred to, which is the mass market program.  I would like to go to the bottom where you said that it was used -- "the program was calculated using the following assumptions."  


What I am particularly interested in is how you calculate and assess the number of participants in this particular program.


If I go to the tables 1.3, which is Toronto Hydro data verification of 2005 and 2006 CDM results, I see that you have used third party reports verified by Toronto Hydro business units.


I would just like to have a better understanding of how you actually counted participants related to that particular program.


MR. SINGLETON:  Yes.  The third party reports were actually the program delivery agent's reports.  So these were contractors that were hired by Toronto Hydro to be the delivery agent, and, as part of that contractual arrangement, they provided regular updates on the number of participants. 


That was then checked and verified by the -- in this case, it was the CDM group.


MS. GIRVAN:  Can you just further explain how they were verified?


MR. SINGLETON:  They were reports, official reports, from those third party providers.  The numbers were taken as is from the report.  There was no going back and counting in any other manner, but it was made very clear, as part of the arrangements, that they were expected to provide documentation for the number of participants.


MS. GIRVAN:  Okay.  Were these third party delivery agents, in the context of this program -- did they receive incentives for the number of participants?


MR. SINGLETON:  They received ‑‑


DR. LU:  If I could answer that question.  The programs we listed here on the mass market program, the people are paid not based on the number of participants, but they're rather paid --


MS. GIRVAN:  Pardon?


DR. LU:  They are not paid per number of participants.  They are paid on the outcome, which is kilowatt basis.  The more kilowatts they produce, the more incentive.


MS. GIRVAN:  Doesn't that depend on the number of participants?


DR. LU:  The relationship is not direct, because there are a number of participants, they may produce more savings or less savings.


MS. GIRVAN:  Okay.  I think I understand how you have calculated that.


MR. SINGLETON:  The program ‑‑ there's a bit of confusion here, I think.  The program operator is paid a program management -- a fixed program management fee, regardless of the number of units in the program.  So regardless of the number of CFLs that are redeemed or collected, the program delivery agent receives a fixed fee.


MS. GIRVAN:  Okay, but where does this go back to the point about they're paid also on the kilowatt‑hours saved?


MR. SINGLETON:  Well, the incentive applies to the bulb or whatever the unit that is given away.  But that incentive is in terms of the consumer who takes that bulb away, that is the incentive.  


So the value of the incentive, from a total cost perspective, goes up as the number of, for instance, bulbs go up.  But that does not impact at all what the program manager receives for the operation of the program.


MS. GIRVAN:  Okay.  Now, with respect to these programs ‑‑ sorry, I will just move on to one more point with respect to the mass market program.  At the bottom of the page, in our question number 6, it says:

"The unit kilowatt‑hour savings from OEB's assumptions and measures list and rate for residential customers ..."


What does that mean?  That's just the delivery rate for residential customers?


[Witness panel confers]


MR. SINGLETON:  That is just the residential rate.


MS. GIRVAN:  So it is just how you calculate the LRAM amount.  Okay, it wasn't clear to me what that meant.


If you could turn to page 2 of that answer, this is, again, on the question of number of participants.  I would like to have a better understanding of how you calculated the number of participants for this program.  This is the Summer Challenge program.


DR. LU:  I will probably just go over the Summer Challenge program, how we did it.


MS. GIRVAN:  Okay, thank you.


DR. LU:  The program ran for 63 days, and the customer who reduce by 10 percent we will provide 10 percent normalized on actuals.


The way we calculate the participants is really based on the billing data, that they have to have continuous service with Toronto Hydro and they have the actual meter reading.  So those are the ways we determine the number of participants.


MS. GIRVAN:  So any customer that reduced its use by 10 percent during that period was considered a participant?


DR. LU:  If they meet other criteria, like continuous service; that you have to be there for one year; and we read the meter 75 days before and after.  So those are the other criteria.


MS. GIRVAN:  That is regardless of why they would have reduced their load?


DR. LU:  Correct.


MS. GIRVAN:  Okay.  Can you just explain to me how the 10 percent free ridership was developed for that program.


DR. LU:  The free ridership actually was pre-approved through a separate hearing, and we were here before we launched the Summer Challenge program.


MS. GIRVAN:  Okay, thank you.  With respect ‑‑ I am looking now at page 3 of that answer.  I am looking at the residential load control program.  Can you explain to me what is meant at the end of that:   

"Equipment costs are the contracted costs with the third party provider."


DR. LU:  What happens is that the ‑‑ we hired a third party who do direct mailing, and then they will enrol the customers, and then we schedule the installation.  So the equipment cost including the devices we installed, the trucks' routing and activities, and those are all part of the equipment associated with the third party installation group.


MS. GIRVAN:  Okay, thank you.  Now, if I could turn back to the schedules you provided at Exhibit J, tab 1, schedule 1.  This is a Board Staff question about your reported results.


I am looking now, sorry, at schedule 1‑3 and 1‑4.  Now, for each of the items under free ridership, I see there is some free ridership rates that were developed using the OEB measure list, and there is some that weren't.


I would like to have an understanding for each of those free ridership rates, for the ones that weren't - you may want to undertake to do this -- weren't developed using the OEB measure list, what assumptions you made regarding those free ridership to develop those free ridership rates.  


So I look at the first one, which is the Home Depot recycling project.  It says under free ridership that the data source was an internal assumption.


I would like to find out how you came up with the value of zero for the recycling project for free ridership.


MR. SINGLETON:  I can answer that question.  That was specific to the 2005 program, where it was a recycling-only initiative.  In 2006, that program morphed to include other products, including the Energy Star unit.  So the assumption was that there would have been no recycling of these old air conditioners without the program.


MS. GIRVAN:  Okay.  Now, if I move down to the Leveraging Energy Conservation program, it says, "internal assumptions based on OEB measure list".


Now, what does that mean, "internal assumptions based on OEB measure list" versus based on OEB measure list? 

MR. SINGLETON:  Well, that particular program includes a variety of products.  And short of going and showing every single line item product, the internal assumption that was used was really just the blend of the individual products.  


There are some products in those projects that are not on the list, and so we either had to assign them a 10 percent or some other number from the list.  It was done, we tried to use the list as much as possible, but there was some measures that are not on the list.  Some of the lightbulb measures, for instance, are not on the list.  We then made the same assumption for a similar bulb type, for example.  


So in general, they're all 10 percent, but if you were to go and look at those individual products you might find the odd technology that is not on the list.  


MS. GIRVAN:  On the next page with respect to the 2006 programs, I am looking at the LED traffic light program.  Once again, under free ridership, the assumption is "internal assumption," and the value is zero.  I would like to understand how you came up with that value.  


MR. SINGLETON:  Yes.  The assumption was that, in the absence of the Toronto Hydro program, that these LED traffic lights would not -- the city would not undertake these projects without the Toronto Hydro program.  


MS. GIRVAN:  Okay, thank you.  


Sorry, bear with me.  I am just trying to get through my questions.  


Okay, those are all of my questions, thank you.  


MR. MILLAR:  Thank you, Ms. Girvan.  Mr. Adams, Mr. MacIntosh, do you want to go next?  


MR. ADAMS:  Yes.  


QUESTIONS BY Mr. Adams:  


MR. ADAMS:  Thanks very much.  I am going to be referring to a number of documents, but starting with the responses to the Energy Probe interrogatories.  So we've got J5.  


Question 1 asked:  

"Is the applicant aware of any Board-directed audits of its C&DM activities?"  


The answer is: 

"Toronto Hydro is not aware of Board-directed audits of its C&DM activities."  


Do you have a copy of the Board's report, "Review of 2005 Conservation and Demand Management Annual Reports" issued by the office of the chief regulatory auditor, May 17th, 2007?  


MR. McLORG:  We do, Tom, but not handy with us right now.  


MR. ADAMS:  Okay.  The report -- oh, Julie has one.  Thank you.    


MR. MILLAR:  Mr. Adams, we may be able to pull it up on the screens as well if you are going to be referring to it.  Would it be helpful to pull it up?  Or is that necessary?  


MR. ADAMS:  It is not necessary.  


MR. MILLAR:  Okay, that's fine.  


MR. ADAMS:  It's not necessary. 


MR. MILLAR:  Thank you.  


MR. ADAMS:  Thank you.  Unless the -- the applicant wants to refer to it for their own purposes, for the purposes of answers.  


The report indicates on page 2 that a sample of the 2005 annual reports were selected for detailed review.  Do you see that?  


MR. McLORG:  On page 2 of the "Review of Conservation and Demand Management Annual Reports"?  


MR. ADAMS:  Yes, right.  


MR. McLORG:  So, sorry, you were saying that...


MR. ADAMS:  A sample was selected for detailed review by the Board. 


MR. McLORG:  I understand.  Yes, I see that.  


MR. ADAMS:  Were you one of the parties that was selected for detailed review?  


DR. LU:  Yes.  


MR. ADAMS:  Okay.  So when we look to the answer and it says that you are not aware of any Board-directed audits of its C&DM activities, that would be, you're not aware of any Board-directed audits except for this one that we're looking at now?  


MR. McLORG:  We did not consider this an audit and maybe we misunderstood the intent of your question, but we had in mind the conventional concept of an audit, which would involve visits by auditors to our facilities and so on.  


MR. ADAMS:  Okay.  I appreciate your point.  


There are a number of comments in the OEB report about issues that they identified in the audits -- in the reviews.  Let's not call them an audit, just to avoid problematic language.  


Were any of the findings identified in the OEB's review applicable to Toronto Hydro?  If so, did any of those findings cause any changes in your filings?  

MR. McLORG:  In Toronto Hydro's view, there were no findings here that applied particularly to Toronto Hydro.  


MR. ADAMS:  Okay.  I take it that in the review process -- did the Board provide any comments specifically to Toronto Hydro arising out of this review process?  


DR. LU:  Not to my knowledge at this point.  


MR. ADAMS:  I wonder if -- can you undertake to check to see if any documents were produced.


MR. MILLAR:  JT1.4.  


UNDERTAKING NO. JT1.4:  TO PROVIDE REPORTS DELIVERED 

BY THE OEB PERTAINING TO TORONTO HYDRO'S 2005 C&DM 

PROGRAMS


MR. MILLAR:  Which documents in particular are you -- 


MR. ADAMS:  I will just clarify this.  Any documents produced by the Energy Board or its agents, arising out of its review of the 2005 annual reports.  Do we have a common understanding?  


MR. MILLAR:  Thank you.  


MR. ADAMS:  Thank you for that. 


MR. McLORG:  Tom, sorry, just to clarify that.  When you referred to "documents" in this context, what I understood you to be referring to would be, in effect, reports delivered by the OEB to Toronto Hydro, pertaining to Toronto Hydro's CDM programs. 


MR. ADAMS:  That's a better version of the undertaking.  Thank you.  


Okay.  Now, I wonder if I can turn you to your reply to Energy Probe's Question No. 2.  J5, schedule 2.  Here, in response to the first question, you were -- you identified a figure of 8,600,000 as costs for 2005.


MR. McLORG:  Yes.  


MR. ADAMS:  Okay.  And I am trying to reconcile that figure against the figures reported in the Board Staff ‑‑ in your response to Board Staff Interrogatory No. 1 in table 1.1, where you identify the TRC input numbers as 7.5 million.


Actually, it might be of assistance if we could put up on the screen, because I am going to have several questions on it, the Board Staff -- or the reply to Board Staff 1.1, table 1.1.  Beautiful.  


Okay.  So we've got down here a figure of 7.5 million as program spending.  I just want to reconcile that with the 8.6 million.


[Witness panel confers]


MR. McLORG:  Tom, rather than burdening this discussion with an extended discussion between we panel members, we think it would be best for us to take an undertaking to provide that information.


MR. ADAMS:  Yes, sure.  Maybe I can take a stab at clarifying it for the record with a clearer reference, okay.


In Toronto Hydro Exhibit 1, the first table, the figure of C&DM spending for 2005 of 8.6 million is identified.  Then in the Board Staff Interrogatory J1, schedule 1.1, table 1.1, a figure of 7.5 million is identified.  We are seeking reconciliation of those two figures, okay?


Now I've got a number of other questions that relate to table 1.1.  


Oh, did we get a number on that?


MR. MILLAR:  That is JT1.5.  Thank you, Tom, assuming that the utility accepts that.  Okay, thank you.


UNDERTAKING NO. JT1.5:  PROVIDE RECONCILIATION OF 

TORONTO-HYDRO EXHIBIT 1, TABLE 1.1 FIGURE OF C&DM 

SPENDING FOR 2005 OF 8.6 MILLION WITH BOARD STAFF 

INTERROGATORY J1, SCHEDULE 1.1, TABLE 1.1 FIGURE OF 

7.5 MILLION

MR. ADAMS:  All right.  If we can turn to this table 1.1.  We have a column of dates here referred to as program start dates, and the program start date for all of the items that are identified here is January 2004.


First of all, I take it you are not claiming any LRAM or SSM amounts for 2004?


[Witness panel confers]


DR. LU:  The funding, to my knowledge, was approved in December 2004.  So we started the program at the end.  There are certain programs was included in the reporting, but the LRAM we are not claiming for the 2004 calendar year.


MR. ADAMS:  So when it says January 2004, what do we take from that?


MR. SINGLETON:  Well, part of the challenge with this question is there is no hard launch date for any of these programs.  So funding ‑‑


MR. ADAMS:  We will get into that.


MR. SINGLETON:  Okay.  The funding may have been available and program designs may have started, and so on, but there is not an official start date, I don't believe, for any of the programs.  So that was a difficult question to respond to.  Some of the programs also morphed over time into slightly different programs, and so I can't really say if they have ended, or not.


MR. ADAMS:  With regard to program start dates, can you confirm that November 1st Toronto Hydro initiated its public communication related to the No Strings Attached Christmas lights program?  That's November 5th of 2005.


DR. LU:  I would not be able to confirm that date, since I do not remember that date.  If you have hard documents, I might concur.  However, without those hard documents, I cannot remember that date.


MR. ADAMS:  Let me just put a number of these on the record and see if you can respond to them.  We may end up packaging this into an undertaking.


September 23rd, you initiated the Canadian Tire coupon programs that included the CFLs?


MR. MILLAR:  What year, Tom?


MR. ADAMS:  2005.  September 17th you initiated the Bright Idea campaign with Home Depot, and that program ran from September 16th to October 30th.  If you confirm those dates for us, that would be appreciated.


DR. LU:  We can try our best.


MR. McLORG:  Yes, we will undertake to do that on a best efforts basis, Tom.


MR. MILLAR:  Undertaking JT1.6.


UNDERTAKING NO. JT1.6:  TO CONFIRM DATES FOR NO 

STRINGS ATTACHED CHRISTMAS LIGHTS PROGRAM, CANADIAN 

TIRE COUPON PROGRAM BRIGHT IDEA CAMPAIGN WITH HOME 

DEPOT.

MR. McLORG:  May I have a moment to consult?


[Witness panel confers]


MR. McLORG:  Tom, I was taking a moment to consult with my colleagues because I just wanted to clarify the question of what this information goes to in our supplementary application.


I guess that we have reached a few conclusions.  First of all, the dates that are used to describe or characterize programs differ between the LRAM calculations and the SSM calculations.  And for LRAM purposes we have matched actual consumption reductions to the corresponding calendar periods and applied the applicable delivery rates to those volumes at that time. 


MR. ADAMS:  Where is that documented for each program?  


MR. McLORG:  I believe that we have that information, certainly, but I don't think it came out as a response to any of these questions.  


MR. ADAMS:  Can we get that as an undertaking?  


MR. McLORG:  My point, though, was that there is one use of dates for purposes of LRAM.  Another use of dates for purposes of SSM in which it is the case that, if a program commences in a year, the savings and the net benefits attributable to that program are categorized into that year.  


But going back to your original question about program start and end dates.  That is actually a much softer matter, because when you talk about a program, program development includes a planning stage and, you know, finding a public roll-out date and then the conclusion of the program isn't really a crisp date either, on account of the fact that you have stragglers and so on in some circumstances.


So the point I am getting to here is that I am not aware that any of the numbers in our supplementary application actually turn on these program start and end dates as they're reported in table 1.2, for example.  


So I just wanted to clarify that, because I didn't want you to have the impression that these dates were something more than estimated dates.  


MR. ADAMS:  I want the breakdown of how you calculated the LRAM amounts with the dates that you used.  And I wonder if I could get that as an undertaking.  


MR. MILLAR:  I see a nod, so that is JT1.7.  


UNDERTAKING NO. JT1.7:  TO PROVIDE A BREAKDOWN OF HOW 

THE LRAM WAS CALCULATED WITH THE DATES USED


MR. ADAMS:  Jack has a question.  


MR. GIBBONS:  Sorry, I'm just trying to understand this.  


For your LRAM claims and your SSM claims, are you claiming any volumes that were saved before the beginning of fiscal 2005?  


MR. McLORG:  No, we are not.  


MR. GIBBONS:  Okay, thanks.  


MR. ADAMS:  Let's take an example of the CFL program.  You are not claiming any volumes saved for a CFL program for a time period before the CFL program was available to the customer? 


DR. LU:  No.  No. 


MR. ADAMS:  And that will be demonstrated in your LRAM calculation for each program; is that correct?  


MR. McLORG:  Yes.  


MR. ADAMS:  And we are going to have program start dates and program end dates for the distribution of the particular items that are in there?  


MR. McLORG:  You will have the start date of the savings that the rates are applied to.  Program start date is an undefined quantity for us.  


MR. ADAMS:  Well, with respect to the Bright Idea Campaign, take that as an example, with Home Depot, which is a CFL program, that program had a specific start date, September 16th and October 30th.  Right?  


MR. McLORG:  Can you give us the definition of what you are calling a start date, for what program.  Does that mean the beginning of planning for the program?  Does it mean the inception of the consumer incentive?  What do you mean?  


MR. ADAMS:  What I mean is that the program, the CFL giveaway was not available before September 16th and not available after October 30th.  That's what I mean.  


MR. McLORG:  I understand what you're saying.  So in the undertaking, we will provide you the calculations that we made to arrive at the LRAM claim.  


MR. ADAMS:  Okay.  Now, I'm not sure how far we're going to be able to go with this.  We have a breakdown of your 2005 C&DM results identified in the table that we're referring to here, table 1.1 from the Board Staff interrogatory.  


A number of the figures that are provided here do not reconcile -- some do, some don't -- with the Toronto Hydro 2005 C&DM annual report.  I can give you the reference for that report, but I am particularly drawing on pages 5 and 6 and also page 49 of that report.  


Do you have that report available to you?  


DR. LU:  Not at this point.  


MR. ADAMS:  Okay.  Let me identify some of the discontinuities between the Toronto Hydro 2005 C&DM annual report versus the figures that you provided here.  


For the TRC inputs, the program costs associated with the Home Depot CFL program is identified in the response to Board Staff Interrogatory as 2.17 million, whereas in the 2005 C&DM annual report, it is identified as 3.12 million.  


The overall program savings from the co-branded mass market program for the -- no.  That's an example of a discontinuity between the two reports.  


Is there an easy explanation as to why there is a difference?  


[Witness panel confers]  


MR. ADAMS:  Maybe I could express my question more clearly by asking:  What adjustments were made to the 2005 C&DM annual report that gave rise to the figures that you have published in the Board Staff, in response to the Board Staff interrogatory table 1.1?  


MR. McLORG:  Tom, to respond in detail, we will have to examine the specific differences that you would like us to explain.  


The only point that I would add at this stage is a point that has been made in our interrogatory responses, and that is that there is a difference between Toronto's total or overall CDM effort and the amounts that are included in this claim due to the fact that some, for example, are not customer-facing programs.  So there are differences, in that general kind of way, if that is helpful to you now.  


But if you would like explanations of the differences between specific numbers, we will attempt to provide those to you, if you can identify the specific numbers.  


MR. ADAMS:  Yes, okay.  I will identify the specific numbers, then.  


The costs in the 2005 C&DM annual report for the CFL program; for the room air-conditioners -- 


MR. McLORG:  Can you give me a page, please, Tom?  


MR. ADAMS:  Okay.  In pages 5 and 6 and 49 of the Toronto Hydro 2005 C&DM annual report, which I understand you don't have in front of you.  


MR. McLORG:  Josh, a member of Board Staff, kindly did provide a paper copy for us.  


MR. ADAMS:  Oh, good.      


MR. McLORG:  So appendix B on page 49 refers to the co‑branded mass market program?


MR. ADAMS:  Hmm‑hmm.


MR. McLORG:  And the numbers that you would like to have us explain differences between?


MR. ADAMS:  Yes.  You've got -- the CFL program is identified as costing 3.1 million; the room air conditioner, $130,000; and the Christmas lights LED is identified as $600,000.


What we've got here is, for the room air conditioners, it is identified as $1 million in the response to Board Staff, the CFL program 2.2 million and the LED program is identified at $720,000.


MR. McLORG:  Tom, I am having difficulty following your reference on page 49 and possibly flowing over to page 50 of the 2005 CDM annual report.


I don't see the numbers that you are quoting here broken out by ‑‑


MR. ADAMS:  How about page 5 and 6?


MR. McLORG:  Page 5 and 6?  I apologize if this is not the correct reference, but on the report that I have, pages 5 and 6 are pages of narrative that describe the co‑branded mass market program verbally, but I am unable to locate the numbers that you are referring to.


MR. ADAMS:  Okay.  I have quotations from that report, but I don't have the report in front of me.  We're going to have to deal with this offline.


MR. MILLAR:  Tom, I'm not sure how many you wish to go through.  I wonder if -- I am trying to get a solution here that we don't have to spend half an hour or something going number by number by number.


MR. ADAMS:  No, we will take it offline.  It just doesn't make sense to put this on the transcript.


MR. MILLAR:  Okay.


MR. ADAMS:  That's all I've got.  Thank you.


MR. MILLAR:  Was there anything from the representative from BOMA?


QUESTIONS BY MR. HOUSTON:

MR. HOUSTON:  Yes, a couple of questions.


So my name is Bill Houston.  I am representing BOMA.  I would ask you to turn to ‑‑ I would ask you to turn to the Vulnerable Energy Consumers Coalition.


MR. McLORG:  Bill, I think you turned your microphone off just now.


MR. HOUSTON:  Vulnerable Energy Consumers Coalition, tab 2, schedule 5, page 2 of 3, the table.


MR. McLORG:  Yes, we have that.


MR. HOUSTON:  Okay.  So the BOMA members would be primarily in rate classes 7 and 8.  


My question is:  What is the methodology that was employed in doing the cost breakdowns shown in column 2?  Is this based, for instance, on detailed cost accounting? Help me to what extent this is empirical.


MR. McLORG:  It's entirely empirical.  If you give us a moment, I will give you a reply to that.


MR. HOUSTON:  If the answer is that it's explained in detail in the actual application, you can tell me that and I will just look it up.  But if it is not, then I would like you to put it on the record.


MR. McLORG:  Well, this table shows the allocation of LRAM dollars to each of the several rate classes and goes on to show the billing units being kWh or kVA opposite the number of customers, over which the LRAM amounts might be recovered.


Now, the LRAM amounts themselves are calculated as documented in our supplementary application by way of identifying the CDM savings per customer class and per calendar period and multiplying those savings by the applicable rate.


So characteristically, that's how those amounts shown in column 2 were derived.


MR. HOUSTON:  So just take, for instance, rate class 6.  Can you suggest how it happened that the amount happened to be zero?  Is that a surprise, at all?


MR. McLORG:  It's not a surprise to me.  I am not a CDM program planner.  So my understanding was that that was not a surprising result.  Could I ask...


[Witness panel confers]


MR. McLORG:  Bill, I was confirming with my colleagues whether there were any restrictions on eligibility for our CDM program, and the answer is "no".  It appears to be simply the case that there didn't happen to be any participants from that class.  But it wasn't a matter of exclusive eligibility or anything like that.


MR. HOUSTON:  Thank you.  I have one more question.  If you would turn to tab 3, schedule 5?


MR. McLORG:  Yes, we have that.


MR. HOUSTON:  Lines 11 through 13.  It states: 

"Toronto Hydro does take the view that LRAMs are appropriate for OPA-sponsored CDM programs undertaken by Toronto Hydro."


Could you elaborate on the policy basis for that position?


MR. McLORG:  The policy basis flows from the Board's recent deliberations about the regulatory treatment of CDM, and essentially there has been a policy shift that would result in a greater volume and, in fact, the preponderance of CDM undertaken by utilities being sponsored by the OPA.


In that context, where there are quantifiable parameters of customer participation and other measures by which actual savings can be readily calculated, Toronto Hydro favours the use of an LRAM to compensate customers or the utility, as the case may be, for variances in CDM results.


So from one angle that -- I hope provides you with some helpful information.


If you were intending to ask why we're singling out the OPA, again, it is a fairly similar response.  The OPA programs will have a tight nexus with the utilities that implement them, and, as you know, as a matter of provincial policy, it is the case that most of the CDM on the electric side that's being done is to be done through the OPA.


So we didn't consider that to be in the miscellaneous category, if you would; that's structural CDM being undertaken on a systematic basis.


MR. HOUSTON:  You are seeing OPA as not truly exogenous, then.  You are seeing it as a sister relationship?


MR. McLORG:  Using my definition of those terms, that's correct.


MR. HOUSTON:  Thank you.


MR. McLORG:  I didn't go into great lengths in defining these terms, but I consider autonomous and what I have called here "naturally occurring" to refer, just as a matter of convenience and reference, to naturally occurring conservation that might be undertaken by a given consumer on the basis of price fluctuations, for example.  


Or other changes in public sentiment about the social benefits of conservation.  


And other exogenous conservation might be, it's noted here as being externally sponsored.  That might be conservation that results from federal or other governmental programs that come and go, but that aren't easy for Toronto Hydro or possibly other utilities to closely track and quantify.  


MR. HOUSTON:  Thank you.  


MS. GIRVAN:  Mr. McLorg, can I ask one clarification question?  Sorry.  


FURTHER QUESTIONS BY MS. GIRVAN:


MS. GIRVAN:  Just going back to -- just before you go, Mr. Millar.  Going back to the charts of Board Staff, J1.1.  It's not clear to me -- and I want to try to use this as an example.  If we look at program savings, and I will use the refrigerator removal program as an example.  


MR. McLORG:  Julie, sorry, which table are you on?  


MS. GIRVAN:  J1, J, tab 1, schedule 1-1.  So I am looking -- 


MR. McLORG:  Is it table 1.1, 1.2, 1.3? 


MS. GIRVAN:  1.1. 


MR. McLORG:  Thanks. 


MS. GIRVAN:  If I look under the refrigerator bounty program. 


MR. McLORG:  Okay. 


MS. GIRVAN:  And a particular example, the refrigerator removal.  I see program savings there of 2 million kilowatt-hours.  Okay?  Under "net savings". 2.1.  Do you see that?  


MR. McLORG:  Yes, I do.  2,135,000?  


MS. GIRVAN:  Yes.  


MR. McLORG:  Okay.  


MS. GIRVAN:  I see program participants as 1,977.  


MR. McLORG:  Okay.  


MS. GIRVAN:  So for the purposes of 2005, in calculating your LRAM, how do you account for the fact that some of those refrigerators were removed in January, some of them were removed in July and some of them were removed in December?  


MR. McLORG:  Conceptually, we have information on when participants enrolled in a program. 


MS. GIRVAN:  Conceptually?  What does that mean?  


MR. McLORG:  I can't give you actual numbers pertaining to the refrigerator program but I am just meaning to indicate, in general terms.  


The enrolment in a given program, on my understanding, is data that we have by month and there would be a process of multiplying the enrolled participants by month by the savings per measure, and accumulating that across the calendar period to which the distribution rates apply in order to get the LRAM amount.  


MS. GIRVAN:  Okay.  So you have made monthly assumptions?  


MR. McLORG:  Well, I shouldn't speak out of turn, but I...


MR. SINGLETON:  For the purposes of tracking for LRAM, yes.  Monthly.  


MS. GIRVAN:  What about SSM?  


MR. SINGLETON:  It's a different process.  The LRAM is calculated on an annual – sorry, the SSM is calculated on an annual.  


MS. GIRVAN:  Sorry.  Right.  Okay, thank you.  


MR. MILLAR:  If there is nobody ask I will ask some questions from Board Staff.  I see it is almost noon but I think I have only about ten minutes.  Many of my follow-up questions have been asked.  I propose we plow through so we can wrap up early today.  


QUESTIONS BY MR. MILLAR:  


MR. MILLAR:  First, this is kind of a clarification question.  It relates to table 1.1, which we were just looking at.  If I could also ask you, panellists, to pull up page 8 of the manager's summary, it is table 2 of 

page 8.  


I just want to get a handle on some of the numbers.  They don't appear to match up to me, and it maybe a simple explanation for it.  But I thought I would put the question to you.  Mr. McLorg, do you have both of those documents?  


MR. McLORG:  I do, alternately displayed.  


MR. MILLAR:  Well, if you look, for example, at table 1.1, and let's just take the first program, the co-branded mass market.  If you go all the way along to the gross kilowatt-hour savings, you get almost 56 million.  Then if we look at table 2 on page 8 of the manager's summary, this is for 2005, under mass market, I see a number of almost 32 million kilowatt-hours.  So I am wondering if you can help me with the discrepancy between those two numbers.  There are other examples as well, but this is just an illustration.  


Can you help me out as to why those are different?  By a fair margin as well, I note.  


MR. McLORG:  Mike, we will undertake to check all of those numbers.  But in general terms, the table provided as 1.1 in Exhibit J, I believe we're calling it, depicts program savings calculated on a TRC basis.  And on that basis, the program savings are counted differently, if I could put it that way, than is the case in the impacts referred to in table 2 of the supplementary application.  


In table 2, we are generally discussing the determination of the LRAM amount.  As you will recall, a calculation of the LRAM amount involves isolating calendarized load savings and applying the appropriate distribution rates to those savings.  


On a TRC basis, it is different, because the benefits of the installation of a particular measure are, in load terms, calculated over the entire anticipated measure life, which could be 15 or more years or certainly more than one year.  Secondly, the results are reported based on an attribution of those measure life savings to the year in which the measure was installed, even if that was December 28th.  


So for the purpose of reporting, if we install a measure, say a CFL on December 28th of a given year, for TRC purposes, the volume reported is the CDM savings over the measure life, okay, so it extends beyond one calendar year.  But all of those savings over the horizon of the measure life are attributed back to the one calendar year in which the measure was installed.  


Thereafter, that measure isn't included in the calculation of subsequent TRC values for the newly installed CDM measures put in afterwards. 


MR. MILLAR:  So does that explain why, for example, on table 2, for 2005, which corresponds to table 1.1 in the document you provided today, the numbers are smaller on table 2; but if you look at 2006 -- surprisingly to me, anyways -- and then that reference is table 1.2, I note that the numbers, in fact, are higher on table 2.  There is a reversal between 2005 and 2006.  


I do thank you for that answer, but maybe you suggested that you could provide an undertaking to explain. 


MR. McLORG:  Sure. 


MR. MILLAR:  Maybe that is the best way to deal with this. 


MR. McLORG:  That would be fine with me.  As I understand the undertaking, then, it would be to explain differences in reported CDM savings, measured for example in kilowatt-hours, as they appear on table 2 of the supplementary application opposite table 1.1 or 1.2 as applicable in Exhibit J.


MR. MILLAR:  Okay.  Yes, I think that ‑‑ just one moment, please.


[Board Counsel and Staff confer]


MR. MILLAR:  Are the table 2 numbers the numbers you are actually applying for?


MR. McLORG:  Yes.


MR. MILLAR:  You have just provided the ‑‑ you have only provided the gross for table 2; is that right?


MR. McLORG:  Yes, that's correct.


MR. MILLAR:  Could we also get an undertaking to provide the net for table 2?


MR. McLORG:  Free rider adjusted?


MR. MILLAR:  Yes.  Is that a problem?  I know you have done it for tables 1 and 2, but ‑‑ pardon me, table 1.1 and 1.2, but those aren't actually the numbers you are applying for; is that right?


[Witness panel confers]


MR. McLORG:  We could give you the numbers right now, if it were simply a matter of applying a 10 percent reduction to the numbers appearing in the table throughout.  As a matter of fact, of course, in detail, different free ridership rates were assumed for each program.


So it will require a calculation on our part.


MR. MILLAR:  Okay.  Can I ask for that undertaking?


MR. McLORG:  Yes.


MR. MILLAR:  So the first undertaking was JT1.7 (sic), and that's the one you described previously about table 2 versus table 1.1 and table 1.2.


The second undertaking is to, I guess, add a column or two for table 2 to include the net numbers?


MR. McLORG:  The free rider adjusted numbers.


UNDERTAKING NO. JT1.8:  RECONCILE CDM SAVINGS AS THEY 

APPEAR IN TABLE 2 OF THE SUPPLEMENTARY APPLICATION 

WITH THOSE IN TABLE 1.1 AND 1.2 OF EXHIBIT J


UNDERTAKING NO. JT1.9:  PROVIDE NET FREE RIDER 

ADJUSTED NUMBERS FOR TABLE 2.

MR. MILLAR:  Yes, that's correct.  Okay, thank you.


Moving on, if I could direct your attention to Board Staff question number 2, just a very quick follow-up question.  This is Exhibit J, tab 1, schedule 2.


You note that the approved savings come from the Board's TRC guide.  Could I just confirm with you that that is also true of your free ridership rates?  We didn't specifically ask that, but I assume that is true of free ridership rates, as well.  Those were taken from the Board's TRC guide?


MR. SINGLETON:  Correct, where they existed, and, as I described earlier, there were some measures where we chose similar measure descriptions.


MR. MILLAR:  That's right.  But where they are described in the TRC guide, you just took those numbers?


MR. SINGLETON:  Yes.


MR. MILLAR:  Okay, thank you.  Board Staff No. 3, we asked for supporting documentation for a number of items.  You helpfully provided some additional information about those, but you didn't actually provide the supporting documentation.


Is there a reason that can't be provided, or would that be a problem to provide the actual supporting documentation?


MR. McLORG:  Mike, can I have a little bit of clarification on your question?  Are you looking specifically for how the load impacts were calculated?


MR. MILLAR:  Well, yes.  That's how the question is framed.


MR. McLORG:  Okay.  Not meaning to belabour the point, but there is a question as to how methodologically they were calculated, but if your question is more to what data or show us the data that was used to calculate the LRAM impacts, then I believe that that is more or less similar to the undertaking that was provided for Energy Probe.  That information is available.


MR. MILLAR:  Okay.


MR. McLORG:  And so we will undertake to provide it to you.


MR. MILLAR:  Yes.  I think it is the data we're after.  Is that encompassed entirely in the Energy Probe undertaking?


MR. ADAMS:  We're hoping.


MR. MILLAR:  Okay, so we don't need a separate undertaking, if it has already been captured.


MR. McLORG:  Well, of course, I wouldn't try to narrow your scope in asking for undertakings, but if I understand correctly, I think that we will be providing that information to Energy Probe.  So if you are content with that response, then ‑‑


MR. MILLAR:  I think we are talking about the same data, so I think that is sufficient.


MR. McLORG:  Okay.


MR. MILLAR:  Okay, thank you for that.


DR. LU:  If I may?


MR. MILLAR:  Yes.


DR. LU:  You're asking for those data.  Is that -- for example, when we do those calculations, we actually have invoices, engineering reports and other billing information.


Are you looking for actual copies of those bills, invoices, reports, or in what format are you actually thinking that we deliver this data to the Board?


MR. MILLAR:  We're not asking for the actual invoices or anything like that.  We just want to see how the load impacts were calculated.  Does that help?


DR. LU:  Sure, okay.


MR. MILLAR:  Thank you.  A couple of quick questions about the LRAM and the utility's proposal to not remove the free riders.


Just to start off with a simple question to make sure we're all on the same page.  Mr. McLorg, or one of the panellists, could you please give me your definition of what a free rider is?


MR. McLORG:  A free rider, on my understanding - and I will rely on my colleagues to correct me - is a person that participates in a CDM program who it is thought would undertake the measure in any case; in other words, absent the utility's CDM program.


MR. MILLAR:  So, for example, the CFL program, for example, if you give out 100 lightbulbs -- I can't remember what the free ridership rate is, but let's say it is 10 percent.  You give out 100 lightbulbs.  The assumption is that ten of those people would have gone out and bought those lightbulbs, anyways; am I correct?  Is that how a free rider works?


MR. McLORG:  In resolving it to practical terms, I think that that is the way it translates.


MR. MILLAR:  You would agree with me that load reductions resulting from free ridership are not cause caused by the DSM program?  They are not a result of the -- pardon me, the CDM programs? 


MR. McLORG:  Again, I don't want to belabour this point, but I agree with you that conceptually we have just agreed that they are undertaken independently.


However, I would observe that as soon as a CDM program is proposed and accepted by the Board, the free rider quantities that are associated with that become tangible.  Prior to that, they are out in the mist somewhere.


MR. MILLAR:  What do you mean by that, "out in the mist"? 


MR. McLORG:  Well, they're not identified discretely anywhere.  They're not quantified and they are impossible to identify.


So I am only making the observation that as soon as a program is proposed by the utility and accepted by the Board, that is what gives life to the free riders in that program.


To illustrate the difference, if Toronto were to propose the same program, but with different participation rates, it would be the case that you would wind up with two different free rider quantities, even on a forecast basis.  


If we forecast one program with double the participation, then the acknowledged free rider quantity would, itself, double.


MR. MILLAR:  The quantity, but not the rate.  Not the percentage; right?


MR. McLORG:  That's correct.  So my point, though, is in terms of billing units, the identification and acceptance of a program is what, could I use the term, crystallizes a free rider amount.  But I think that you might agree with me that since the behaviour, by definition, is autonomous, the effect of the program doesn't change that behaviour and, yet, you can have two very different recognized amounts of free ridership.


MR. MILLAR:  The program doesn't create the free rider; is that correct?  The free rider is there irrespective of any program?


MR. McLORG:  That's correct.  And the only practical implication of this is on rate-making per se, what is finally acknowledged as the baseline rate-making quantity forecast.


MR. MILLAR:  I don't mean to belabour the point, but if Toronto Hydro did no CDM programs whatsoever, it would still be faced with these load reductions from free riders, notionally at least?  That is the theory behind free ridership?  


MR. McLORG:  As we have been throughout, that's correct; that continues.


MR. MILLAR:  If you had no CDM programs, for example, would you seek to recover this lost revenue through some other mechanism?


MR. McLORG:  By way of updates to our volumetric forecast, yes.


MR. MILLAR:  Well, that's right.  But don't you do that, anyways?


MR. McLORG:  No.


MR. MILLAR:  You don't do ‑‑ you don't do load forecasts?


MR. McLORG:  We have not historically, with one exception, and that was in 2006.  And in 2006, there was no inclusion of a CDM savings forecast. 


MR. MILLAR:  Well, that's right.  Because they're not CDM savings, are they?  They are savings that would occur irrespective of any CDM programs.


MR. McLORG:  Oh, you're talking about free riders per se? 


MR. MILLAR:  That’s right.  They exist irrespective of any CDM.  So I assume that goes into your normal load forecast.  You look at average use per customer, that goes into an average load forecast; is that correct?  


MR. McLORG:  Our load forecast was based on an econometric model that is documented in the 2006 evidence.  


MR. MILLAR:  Yes.  


MR. McLORG:  But it included no variables for conservation explicitly.  So that model, for ratemaking purposes, did not crystallize a free rider quantity.  


MR. MILLAR:  But it would have looked at what you thought average use per customer would be, would it not?  


MR. McLORG:  Well, yes; however, it is a short-term model and it doesn't take into account long-term or secular trends in use per customer. 


MR. MILLAR:  It doesn't take into account trends in use per customer?


MR. McLORG:  It is not a long-term model. 


MR. MILLAR:  Right.  


MR. McLORG:  And it is not structured like that econometrically.  


MR. MILLAR:  But again, let's imagine again there were no CDM programs.  Your load forecast would be adjusted every time you came in for a rates case.  


MR. McLORG:  Yes. 


MR. MILLAR:  Presumably it would capture all of these free riders.  


MR. McLORG:  Just one point of clarification.  On the electricity side, it has not been typical, in fact it has been atypical to adjust the underlying volumetric forecast at the time that rates are changed.  


Throughout the period 2000 to 2005, that never happened.  


MR. MILLAR:  Hmm-hmm.  


MR. McLORG:  So it is not typical to adjust your volumetric forecast at the time that rates are changed.  But if you're saying, in the normal course, would we adjust our volumetric forecast?  Well, our answer would certainly be "yes."  


So then it really becomes a question of whether or not your forecasting model can discretely identify conservation effects.  


And I would further suggest that we don't have the data to develop a model that would account for the structural change that has occurred in the marketplace as a result of the introduction of systematic and, I think, very active, utility-sponsored CDM in the year 2005.  


MR. MILLAR:  But again, we're not talking about CDM savings, right.  These are savings that occur irrespective of CDM. 


MR. McLORG:  I understand what you're saying, but there is no way to -- what I am suggesting to you is that no one can identify what those are.  


MR. MILLAR:  Okay.  I don't want to belabour this point, but I guess my concern here would be that it seems that there is at least a possibility that you might be double counting here and the double counting would be, you develop a load forecast, which I guess -- it is your load forecast, so it is for you determine how you want to do it.  But I presume that that looks at what you think your customers are going to be using prior to any CDM adjustments.  


Then you make a CDM -- we have this LRAM for CDM which allows you to recover lost revenues as a result of CDM programs.  But you're seeking to put in recovery there from load reductions that are not the result of CDM programs.  I would have thought that would have already been in your load forecast.  If that is the case, we would have double counting.  


MR. McLORG:  As a matter of fact, and I guess I didn't make this very clear earlier, one of the central parts of our objection to applying the free rider adjustment to the entire CDM amount in our case, is that we didn't have an opportunity to provide a CDM forecast.  


So the free rider amount, which normally is associated just with a variance from what most parties would hopefully agree is a reasonable forecast to begin with, is, instead, applied to the entire CDM accomplishment.  


We think that that is invalid, because in an alternate regulatory scenario, had we had the opportunity to provide a forecast of CDM, we would have done so.  The variance would have been very, very much smaller and the actual amount of billing units that would be characterized as free rider quantities would be correspondingly that much smaller.  

MR. MILLAR:  Okay.  Thank you for that.  I'm going to move on to a couple of questions about SSM.  


I actually tend to agree with your answer to the question that it isn't really a policy issue, more necessarily a math question or something like that.  


But just let me follow-up a little bit on what you have written, I guess, it is a response to question 6.  You make the comparison from SSM to ROE, and ROE, I guess there is some type of gross-up to account for taxes.  But would you agree with me that ROE and SSM are different things? 


MR. McLORG:  I certainly would.  


MR. MILLAR:  And the ROE, as I understand it, at least for regulatory purposes, it is the return required by an investor to induce them to invest in a particular enterprise.  That is what a ROE is; that is what it is meant to reflect?  


MR. McLORG:  I'm sorry I was slightly distracted.  But if I could recap. 


MR. MILLAR:  Yes.  


MR. McLORG:  We interpret ROE as the return on the equity portion of the capitalization underpinning the utility's operations. 


MR. MILLAR:  You get to the number by, I mean it is a somewhat complicated formula, you take the riskless part and add a risk premium, but the number is supposed to reflect a return an investor would require to make it attractive for them to invest in the utility?  


MR. McLORG:  Yes, essentially.  


MR. MILLAR:  Now a SSM, I look at this as kind of an incentive or bonus; would you agree with that?  Is that how we would characterize it? 


MR. McLORG:  I prefer to characterize it as a corporate incentive. 


MR. MILLAR:  Now, Colin, you used to work at the Board.  As you know, we have incentive payments here for strong performance.  I am going in for my review next Monday, in fact, and I am going to be gunning for 5 percent, I can tell you.  


But from your experience here at the Board, can you tell me if Mary Anne takes pity on me and says you have sat through enough of these CDM proceedings, you deserve a bonus, would I get that 5 percent pre-tax or post tax?  


MR. McLORG:  Parenthetically, I would argue that I can call Mary Anne. 


MR. MILLAR:  If you can help me out, I will stop asking. 


MR. McLORG:  I would certainly agree it is conventional in the context of personal earnings to be paid on a gross basis, and thereafter be responsible for taxes payable in your own situation.  And I think there is a parallel here, if I might.  


Were we to consider the case of a residential landlord, who buys a property and rents it out and the income that is derived from that property, being recognized on a personal basis, is subject to personal income tax.  Or whatever tax it is subject to.  


MR. MILLAR:  Okay, thank you for that. 


MR. McLORG:  Our context argument really relies on the notion that as a matter of convention, these things, in our understanding, are discussed in after-tax terms.  That's our contention.  


MR. MILLAR:  Okay.  I understand that, thank you.  


Are you familiar with the practice of the gas utilities in this regard, with SSM?  


MR. McLORG:  Only indirectly.  Unfortunately, I haven't had time to thoroughly investigate that.  


MR. MILLAR:  If I told you that -- first they do get a 5 percent SSM and if I told you that that was pre-tax, would you have reason to disagree with that?  


MR. McLORG:  Certainly not coming from you.  


MR. MILLAR:  Thank you.  I think that is the case.  You have no cause to disagree with that?  Do you actually know that that is true?


MR. McLORG:  No.  But I certainly wouldn't dispute your contention. 


MR. MILLAR:  I am just going to wrap this up.  But I note in your last paragraph, this is on page 2 of 2, under tab 1, schedule 6, you state:  

“In any case, Toronto Hydro strongly objects to the prospect that the rules governing distributor CDM activities would be changed retroactively.” 


I guess that is from your assumption, as you stated earlier, that you believe, at least, that it was everybody's understanding that this amount would be grossed up.  


MR. McLORG:  That it was an after-tax actual amount realized by the distributors, yes.  I can point you, if it is helpful, to the Board's decision in -- I'm sorry, I forget the EB number exactly.  But it appears in our own application.  


If you go to page 6 of our application, I'm sorry.  It is page 4.  I have here the quote from the Board's 2004-0188 report.  


MR. MILLAR:  Hmm-hmm. 


MR. McLORG:  Again, this is, this appears in our supplementary application, and we are simply quoting the Board here.  The Board states, among other things: 

"...that a distributor/shareholder incentive was an appropriate way to encourage the distributors to pursue CDM programs.   The Board continues to be of this view.  Distributors should be rewarded with 5 percent of the net savings established by the TRC test."


Now, again, perhaps it is a semantic argument, but we understood that to mean that distributors would actually earn and have as net income 5 percent of the net savings established.


In our calculation or in our calculus normally, we have to deduct things like taxes payable on revenue in order to arrive at the amount that we actually earn.  So what I am suggesting to you is simply that we had a reasonable basis upon which to understand that the 5 percent number referred to earnings to be realized by the utilities on a net basis, on an after-tax basis.


MR. GIBBONS:  Can I interject, as an ex-Toronto Hydro employee, and answer the question?  I have got the Board's reference to the decision.  It was December 7th, 2004, and the decision was issued by Presiding Member Kaiser.  It is transcript line 23:

"With respect to incentive plans or SSM, as it is described, the Board proposes to adopt the plan put forward by Pollution Probe.  The 5 percent figure appears to be the reasonable in the circumstances." (as read)


If you go back to the record and look at our motion, Pollution Probe brought forward a motion, a request to the Ontario Energy Board.  We proposed 5 percent on a pre-tax basis.  It was very, very explicit; the 5 percent was on a pre-tax basis.


We calculated what the after-tax return would be under different scenarios, taking into account the marginal income tax rate.  It was very, very clear what the Board approved.  It was 5 percent on a pre-tax basis.  They approved it with no ifs, ors or buts.  


And what we proposed, of course, is totally consistent with the way it is done for the gas utilities by the OEB since day one.  The percentages is -- is a certain percentage of the TRC and it is on a pre-tax basis.


MR. MILLAR:  Well, thank you, Jack.  That may have preempted some of my questions, but I think these are really matters for argument in the end.  I have no doubt you will raise that in your final argument, as other parties may, as well.


I don't propose to ask any further questions on this, I don't think.  I guess I would ask one final question.  Mr. McLorg, aside from the paragraph you cited here, is there anything else on the record or any other documentation you can point to that would support the notion the Board intended this to be post-tax?


MR. McLORG:  In my own view, I would suggest it would have been incumbent on the Board to qualify its finding with the statement pre‑tax if that had been its intention.


MR. MILLAR:  Okay, thank you.


MR. McLORG:  But I am not aware of any other explicit thing on the record.


MR. MILLAR:  Thank you.  Okay, almost done.  If we could turn to question 7, that is Exhibit J, tab 1, schedule 7, page 1 of 2.  This is about the TAPS program.


Are you able to tell me what percentage of the total program funding was provided by Toronto Hydro or by Enbridge, for that matter?  I assume it should add up to 100 percent.  Do you happen to know that offhand?  Even an approximate number would be...


DR. LU:  What we get, a report from Enbridge, is basically following those scenarios, the actual costs related to the electricity costs, beside CDM TAPS.  We will get 100 percent electricity.  We do not have reports on the gas side in --


MR. MILLAR:  Sorry, maybe I wasn't clear on that.  I just meant the actual program funding, the spending on the programs themselves.  Do you know what the total expenditure on TAPS is and what percentage of that was paid for by Toronto Hydro?


MR. McLORG:  On a combined basis as between Toronto Hydro and Enbridge?


MR. MILLAR:  Yes.


MR. McLORG:  I am afraid we don't have that information.


MR. MILLAR:  Would that be hard to get?  Would you be able to undertake to make a best-efforts attempt to get that, or is that --


MR. McLORG:  I was going to suggest that we will undertake to undertake it.


MR. MILLAR:  Okay.  I guess we are at JT1.9 (sic), and that is to attempt to determine what percentage of the total program funds for TAPS program were provided by Toronto Hydro.


MR. McLORG:  Yes.  And that, I think resolves, too, a question much:  How much did Enbridge ‑‑


MR. MILLAR:  I assume they would be the remaining percent.  There are no other participants to that program, are there?


MR. McLORG:  That's correct.


UNDERTAKING NO. JT1.10:  ATTEMPT TO DETERMINE WHAT 

PERCENTAGE OF TOTAL PROGRAM FUNDS FOR TAPS PROGRAM 

WERE PROVIDED BY TORONTO HYDRO.

MR. MILLAR:  Okay.  Thank you, gentlemen.  Those are my questions.  Mr. Sidlofsky, did you have anything else, or is that -- is that it for today?


MR. SIDLOFSKY:  I think that would be it for today.


MR. MILLAR:  Okay.  Thank you all very much.


MR. GIBBONS:  Sorry, could I...


MR. MILLAR:  Yes, of course, Jack.


MR. GIBBONS:  I think it is on now.  As I have indicated before, Pollution Probe would like to minimize a long and tedious hearing before the panel members.  Here is my proposal of what we do.


After Toronto Hydro responds to the undertakings, I would advocate that all intervenors, including Board Staff, e‑mail everyone who is a participant in this hearing with what they believe are the errors in Toronto Hydro's LRAM and SSM claims, and also say what they believe the correct numbers are.


Then if Toronto Hydro happens to agree with one or more of those suggestions, maybe they could indicate that, and that can sort of scope the hearing and make it easy to go ahead with.  In the ideal world, Toronto Hydro will agree with all of our suggestions and we can just come to the Board and say, you know, It is all settled, five minutes, and go home.


MR. McLORG:  May I respond to that?


MR. MILLAR:  Yes.


MR. McLORG:  I don't want to preclude a response from Mr. Sidlofsky in any sense, but, as it turns out, the regulatory calendar for Toronto Hydro is extremely tight and compressed right now due, in part, to the combined smart meter hearing.


Of course, we welcome helpful suggestions from participants, but we turn to the Board for direction on how it will proceed.


We haven't been able to make any allowance for some kind of a settlement process in this proceeding in our current calendar.  If the Board would like to contemplate that or direct one, Toronto Hydro would be glad to comply.  But we don't see, right now, how one would be possible within the existing time frame.


MR. MILLAR:  A formal ADR, you mean?


MR. GIBBONS:  We're not proposing a formal -- this is electronic ADR.  It is all electronic, cyberspace.  If we can do an agreement electronically, great.  I'm not suggesting we ever meet again before we see the Board.


MR. MILLAR:  I will get our instructions on that, I guess.  Thank you for that suggestion, Jack.  Is there anything else before we wrap up?


Okay, thank you.


MR. McLORG:  Sorry, Mike.  Process for delivering undertakings?


MR. SIDLOFSKY:  Toronto Hydro will get those out to the Board and parties as soon as possible.  We are not proposing to reconvene for that purpose.  We had discussed that briefly previously.  So Toronto Hydro will make its best efforts to provide those answers as soon as it can.


MR. MILLAR:  Great.  Okay, I think that wraps it up.  Thank you.


DR. HIGGIN:  Can I just ask one question on the undertakings?


MR. MILLAR:  Yes.


DR. HIGGIN:  I am not sure we got an undertaking number, and certainly not content, for the question that Mr. Adams asked and you re-asked regarding providing all of the data underlying the calculations.  Did we get an undertaking for that?  


And my only concern is that we all get copies of the response.


MR. MILLAR:  Is it JT1.5?


MR. ADAMS:  I thought it was.


DR. HIGGIN:  Is it?


MR. ADAMS:  Is this for the LRAM breakdown by program with the assumptions of start dates?


MR. MILLAR:  I think that was all incorporated in that single undertaking, if I am not mistaken.  Colin, does that match your recollection?


MR. McLORG:  It does.


MR. MILLAR:  So I think we have that.  


DR. HIGGIN:  Okay, thank you.


MR. MILLAR:  Okay, panellists, intervenors, utilities, members of the public, well wishers, of course the court reporter, thank you for sitting a little bit late this afternoon.  We will have a new PO, I guess, to set out the next steps, but thank you for coming today.


‑‑‑ Whereupon the hearing adjourned at 12:32 p.m.
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