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Manager’s Summary

Enersource Hydro Mississauga Inc. (“Enersource™) files further information, as requested
by the Ontario Energy Board (the “OEB” or the “Board™) in its January 26, 2007 letter and
in support of determining a Smart Meter Rate Adder to be authorized effective May 1,

2007.

This Manager’s Summary is accompanied by two versions of the OEB’s Smart

Meter Rate Adder Model, a continuity table and estimates of the revenue, expense and
capital spending that, under certain circumstances, may be incurred.

Any correspondence on this filing is to be directed to:

Enersource Hydro Mississauga Inc.
3240 Mavis Road
Mississauga, ON L5C 3K1
Attn: K. Litt
Manager, Rates and Regulatory

Tel:  905.283.4247
Fax:  905.566.2737
Email: klitt@enersource.com

Enersource appreciates that the Board is requesting this information and in this presentation
style to assist in comparing and understanding the information presented by distributors in
their respective Smart Meter Implementation Plans ("SMIP”) filed on December 15, 2006.
Enersource’s SMIP relied on data and assumptions, including:

All estimates arc provided on a rate year basis, being May | to April 30:

All customer groups that will be provided with a Smart Meter during the 2007 rate
year;

Using 180,000 customers;

Using an appropriate marginal tax rate;

Recognition of the revenue requirement, including tax. for the write off and
disposition of conventional meters;

Rate base premised on net fixed assets valued at the full amount of capital spending
less the applicable depreciation expense:

Weighted average cost for all customer classes, specifically General Service > 50
kW and multi-unit residential buildings:

The costs to replace potentially hazardous Murray Jensen meter bases:

A 5 year depreciable life for hardware and software:;

A 15 year depreciable life for smart meters:

Excluding Smart Meters installed using Third Tranche Conservation and Demand
Management ("3rd Tranche CDM™) funds;

Prevailing tax rates, allowed return on equity, incurred cost of debt and deemed
capitalization ratios relied on for rate setting purposes.
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In order to provide the Board with as complete an understanding as possible of the Smart
Meter Rate Adder requested in the SMIP and the Rate Adder as determined by the Board’s
Model, Enersource is providing two versions of the completed Model and a continuity
schedule that links their outputs.

Background

The January 29, 2007 Report of the Board on 2" Generation Incentive Regulation for
Ontario’s Electricity Distributors Addendum for Smart Metering Rates (the “Report™)
captures the current status of this initiative. Enersource has participated in or observed
these developments, eg. it administered the 2006 Request for Pre-Qualification for the
supply and installation of Smart Meters on behalf of the Coalition of Large Distributors, by
conducting Smart Meter pilot projects, by participating in Independent Electricity System
Operator working groups on Smart Meter System Implementation Program.

Status

Under the Smart Avenues pilot project, Enersource installed and operated 550 Smart Meters
in a residential neighbourhood with single family detached homes. This pilot project. that
was funded by CDM 3" Tranche funds, provided Enersource with hands on experience in
procuring, installing, operating and maintaining Smart Meters. As well, Enersource used
another portion of these funds to retrofit the installation of Smart Meters in an existing
multi-unit residential building and subsequently to operate these meters in conventional
meter mode. This project provided direct experience in retro-litting an existing building
that was neither designed nor constructed to accommodate individual suite metering. Both
projects yielded valuable experience and information about costs.

One of the lessons learned through these pilot projects is that some of the meter bases in
service at customers’ sites present a potential safety hazard at the time that the conventional
meter is removed. The subject meter bases were manufactured by Murray Jensen and are in
service at approximately 5,000 customer’s sites throughout Mississauga. The Llectrical
Safety Authority released a bulletin on this known hazard and Enersource developed its
own Safe Work Practice Statement applicable to these meter bases. Under that Safe Work
Practice statement Enersource will identify and confirm whether a meter base was
manufactured by Murray Jensen. Upon confirmation, Enersource will engage properly
qualified electricians to change out the meter base. At this time it is estimated that
approximately $370 in labour and materials costs will be incurred to change out each
Murray Jensen meter base.

ENERSOURCE’S SMART METER RATE ADDER MODEL
Enersource’s Smart Meter Rate Adder Model (the “SMRA Model™) filed at Attachment A

to this Manager’s Summary relies on the Smart Meter installation and cost assumptions of
the SMIP. The costs relied on in the Model are discussed further below.
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Please note that many of the costs required to complete the SMRA Model are commercially
sensitive and are subject to confidentiality provisions of executed agreements. For this
reason Enersource has provided line item totals rather than the specific line items that
support the totals.

Smart Meter Unit Costs
For the 2007 rate year Smart Meter Unit Costs amount to approximately $225.38, on a
weighted average number of customers by customer class basis. The average cost of a
residential Smart Meter is approximately $126.14. These costs consist of:

e Smart Meter costs;

e (Collector units;

e Installation costs of Smart Meters and Collector units:

e (Costs to warchouse purchased Smart Mcters:

e Physical disposal of conventional meters;

e Materials burden; and

e Provincial sales tax (“PST”) on purchased materials.
Please note that under the contract with the supplier Enersource pays for Smart Meters in
Canadian funds that are linked to prevailing exchange rates.

Installation services are also provided under a contract and include the following services:
e Provision of tools;
e Retrieval of supplies and materials from warchouse;
e Verification of meter base, in particular whether it was manufactured by Murray
Jensen, and if a Murray Jensen meter base exists arrange for meter base change out;
e [“inal meter reading of existing meter:
e Photographing the conventional meter prior to removal:
e Removal of existing meter;
e [nstallation of Smart Meter;
e Inspection of the installation of the Smart Meter;
e Provision of printed customer communications material; and
Travel time between customer sites.

AMI Capital Costs
Automated Metering Infrastructure (“AMI”) capital costs consist of hardware and soltware
costs including:

e Computer and backup computer capability:

e (Costs to integrate the AMI with the MDM/R;

e Software;

e Integration costs, eg., of the AMI to Enersource’s existing Customer Information

Svstem;

e Training;

e Stalf costs (cg., programming, project management);

e Materials burden;
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e PST on purchased materials.
The AMI related costs amount to $1,575,600.

Other Capital Costs
Enersource has not identified any Other Capital Costs.

Incremental AMI Operational Expenses and Incremental Other Operational Expenses
Incremental AMI operational expenses are assumed to be included in the incremental
Operations, Maintenance and Administration Costs that have been estimated at $1.03/Smart
Meter/month as set out in the Appendices to the Board’s January 26, 2005 Smart Meter
Implementation Plan, Report of the Board to the Minister.

SUPPORTING ATTACHMENTS
Enersource provides three other supporting attachments and are described further below.

At Attachment B to this filing Enersource provides a version of the OEB’s Smart Meter
Rate Adder Model run as directed by the Board. Specifically. it does not include either
capital spending on Smart Meters for General Service > 50 kW customers or the costs
associated with the change out of Murray Jensen meter bases.

Enersource has provided a continuity table (Attachment C) that links the Smart Meter Rate
Adder proposed in its Smart Meter Implementation Plan to the Smart Meter Rate Adder set
out at Attachment B. The adjustments are those listed at pages and 1 and 2. The continuity
table demonstrates the consistency between Enersource’s proposed Smart Meter rate adder
of $2.60/customer/month and that estimated using the Board’s Smart Meter Rate Adder
Model.

As was stated in its SMIP, Enersource proposes to account for Smart Meters as follows:

1. All expenses pertaining to smart meters be recognized in the period that they are
incurred:
2. Allow a corresponding revenue to be recognized in the same period as the

expenses are incurred;

Record the difference between items 1 and 2 in variance account 1556;

4, Allow utilities to record the net unrecovered balance (full write-off amount less
recoveries) of existing meters in a new variance account;

(OS]

5. Allow utilities to record the regulated rate of return on net meter assets invested
(new smart meter investment less total existing meters replaced) plus an
appropriate amount for PILs in revenues;

6. Allow utilities to record the over or under recovery of regulated rate of return on
net meter assets invested in account 1555;

7. Record smart meter assets in a new account within the fixed asset section of the

Uniform System of Accounts.
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At Attachment D, and for illustrative purposes only, Enersource has projected the amount of
capital spending and OM&A expense that could be incurred in the 2007 rate year, May 1,
2007 to April 30, 2008, assuming that the SMIP is acted on. The attachment also estimates
the revenues recovered through rates if the currently authorized $0.31/customer/month rate
adder is relied on and if the proposed $2.60/customer/month is relied on. Enersource notes
that disposing of these balances through rates, authorizing an appropriate cost recovery
mechanism and authorizing further funding, if implemented in the same year, may result in
rate shock.

Enersource’s 2007 Electricity Distribution Rates application (“2007 EDR™) proposes to
recover an incremental $2.29/customer/month to permit the recovery of Smart Meter related
costs. This amount is the difference between the $2.60 rate adder estimated in the SMIP
and supported by this submission and the $0.31/customer/month previously authorized by
the Board (Decision and Order RP-2005-0020/EB-2006-0360, dated April 12, 2005). As is
documented in the SMIP, this plan is being acted on to fulfill the government’s commitment
to install 800,000 Smart Meters by December 31, 2007. The proposed rate supports the
recovery of the ongoing costs of providing distribution service and, as is demonstrated in
Enersource’s 2007 EDR, results in bill increase that are typically less than 5%.
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Ontario Energy Board
2007 EDR Smart Meter Rate Calculation Model
Sheet 1 Utility Information Sheet

Input Cell Pull-Down Menu Option

Output Cell r

From Another Sheet To The 2007 IRM Model To Another Sheet

|
i

Please note that this model uses MACRQOS. Before starting, please ensure that macros have been enabled.

Name of LDC:
Licence Number:
IRM 2007 EB Number:
EDR 2006 RP Number:

Date of Submission:
Version:

Contact Information
Name:

Title:

Phone Number:

E-Mail Address:

IEnarsource Hydro Mississauga Inc.

Smart Meter Grouping:

IL»sled

IED-2003-001 7

IEB—2DO7-0523

[RP-2005-0020 EDR 2006 B Number: [EB-2005-0360

rFebruary g, 2007 Revision: I 0

1.0

IKathE Litt

IManager. Rates & Regulatory

[905.283.424?

|kiilt enersource.com

Please Note: In the event of an inconsistency between this model and any element of the January 2007 "Report of the Board on 2nd Generation
Incentive Regulation of Ontario's Electricity Distributors - Addendum for Smart Metering Rates ", the Report governs.

Copyright

This Distribution Rate model is protected by copyright and is being made available to you solely for the purpose of preparing or reviewing an Distribution Rate
application. You may use and copy this model for that purpose, and provide a copy of this model to any person that is advising or assisting you in that
regard. Except as indicated above, any copying, reproduction, publication, sale, adaptation, translation, modification, reverse engineenng or other use or
dissemination of this model without the express written consent of the Ontario Energy Board is prohibited. If you provide a copy of this model to a person that
is advising or assisting you in preparing or reviewing an Distribution Rate applicaiton, you must ensure that the person understands and agrees to the

restrictions noted above.
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Attachment B



' Ontario Energy Board
i [\ 2007 EDR Smart Meter Rate Calculation Model
"5 Qheet 1 Utility Information Sheet

| Leqend; Input Cell Pull-Down Menu Option Qutput Cell |

f =

Please note that this model uses MACROS. Before starting, please ensure that macros have been enabled.

From Another Sheet To The 2007 IRM Model To Another Sheet

Name of LDC: lEnersource Hydro Mississauga Inc.

Licence Number: IED-2003-0017 Smart Meter Grouping ILisled

IRM 2007 EB Number: ~ [EB-2007-0523

EDR 2006 RP Number: IRP7200570020 EDR 2006 EB Number: [EB—ZODS—OBSG

Date of Submission: IFebruary 9, 2007 Revision: I 0
Version: 1.0

Contact Information
Name: IKathJ Litt

litle [Manager, Rates & Regulatory

Phone Number: I905,283,4247

E-Mail Address: [kiitt £nersource.com

Please Note: In the event of an inconsistency between this model and any element of the January 2007 "Report of the Board on 2nd Generation
Incentive Regulation of Ontario’s Electricity Distributors - Addendum for Smart Metering Rates ", the Report governs.

This Distribution Rate model is protected by copyright and is being made available to you solely for the purpose of preparing or reviewing an Distribution Rate
application. You may use and copy this model for that purpose, and provide a copy of this model to any person that is advising or assisting you in that
regard. Except as indicated above, any copying, reproduction, publication, sale, adaptation, translation, modification, reverse engineenng or other use or
dissemination of this model without the express written consent of the Ontario Energy Board is prohibited. If you provide a copy of this model to a person that
is advising or assisting you in preparing or reviewing an Distribution Rate applicaiton, you must ensure that the person understands and agrees to the

restrictions noted above
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