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Interrogatory # 34
Ref: Response to Energy Probe Interrogatory # 12

a) Please confirm that the customer that was moved to Large User effective
May 1, 2008 is now a GS 50 to 4999 kW customer. If this cannot be
confirmed, when in 2009 does Welland Hydro expect this change to take
place?

Response:
May 1, 2009 (2009 rate year).

b) Has the second large use customer that has announced that they will be
closing their Welland facility by the end of 2009 provided a more precise
date when the facility will be closed? If yes, please provide the date and any
correspondence or information to support this date. If no, please provide all
the information used by Welland Hydro to support the removal of this
customer for all of 2009,

Response:

A meeting was held with this customer on January 28, 2009. Welland Hydro
considers information disclosed at this meeting to be confidential in nature.
However, the customer has indicated to Welland Hydro that it intends to
“wind down” the majority of its operations by the end of April, 2009 just
prior to the 2009 rate year.

Interrogatory # 35

Ref: Response to Board Staff Interrogatory #17 &
Response to Energy Probe Interrogatory # 14

The response to the question indicates that Welland Hydro belicves that the 2004
weather normalized usage for the residential class appears to be too high.

a) Please provide all the information used by Welland Hydro to come to this
conclusion.

Response:

The following data is taken from Exhibit 3 Tab 2 Schedule 7 Table 6 from
the original rate application:
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“Actual” Average Residential Usage/Year

2002 — 8,343 kwh
2003 — 8,229 kwh
2004 — 8,281 kwh
2005 — 8,861 kwh
2006 — 8,270 kwh
2007 — 8,313 kwh

Welland Hydro pointed out that only once in the past six years has the actual
average consumption for residential castomers reached the 2004 weather
normalized usage of 8,427 kwh. In addition, the actual 2008 kwh billings for
the residential class totaled 158,305,609, As a result, the actaal average
usage for the residential class for 2008 is approximately 8,093 kwh (based on
19,561 customers as at September/08) which is lower than any of the above
years. The economic recession and an increased focus on energy
conservation are having a significant impact on usage per residential
customer.

b) Please provide the normalized usage for the residential class for 2002, 2003,
2005, 2006 and 2007.

Response:

Weather normalized usage is not available for each of the above years. The
cost and time to obtain this information from Hydro One outweigh the
benefits.

¢) In the response to Energy Probe # 14, Welland Hydro states that only once in
the last six years has actual residential usage exceeded the normalized
average annual residential usage of 8427 kWh. Please explain the relevance
of this comparison of actual usage to normalized usage.

Response:

Welland Hydro collects revenues based on “Actual” volumes. Welland
Hydro believes that to base a forecast on a volume level actually attained
only once in the past six years is not prudent. Asa result, Welland Hydro
used the average usage from 2002 to 2007 in the supplemental filing of
January 20, 2009. Based on the actual usage for 2008 even this appears to be
too high as the economic recession is expected to continue for some time and
more emphasis is being placed on energy conservation.
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Interrogatory # 36
Ref: Response to Board Staff Interrogatory # 19

It appears that Welland Hydro has changed the methodology used to determine the
average use per GS <50 kW customer, as the response to this interrogatory appears
to use an average use of 29,382 kWh, rather than the 2007 figure of 32,236 that is
shown in the original evidence at Exhibit 3, Tab 2, Schedule 7, page 2. Please
provide the rationale for this change in methodology. Please also provide the impact
on the revenues forecast from this rate class of this change.

Response:

Exhibit G was submitted in response to Board Staff Interrogatory #19 which is a
restatement of customer numbers and volumes to reflect the most current
information. Welland Hydro added 22 customers and 709,192 kwh for the General
Service <50 kW customer classification. This represents an average annual usage of
32,236 kwh per customer which is the same usage as contained in Exhibit 3 Tab 2
Schedule 7 page 2.

Interrogatory # 37
Ref: Response to Energy Probe Interrogatory # 16 (i) & (j)

Please confirm that the year-to-date September, 2008 figures for scrap metal sales
and misc. non operating revenue are $16,556. If one of the figures is a typo, please
provide the actual figure.

Response:

The September, 2008 year to date scarp metal sales is a typo and should read
$16,418.

Interrogatory # 38
Ref: Response to Energy Probe Interrogatory # 23
a) Please provide a breakdown of the $60,000 in regulatory expenses associated
with the 2009 cost of service application into each of the major components.

Please provide an estimate of the actual costs incurred to date for each of
these components.
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Response:

The $60,000 included in Regulatory expenses was a forecast of amounts
which would be billed to Welland Hydro to recover intervenor and board
costs. There have been no charges to date for any of these expenses in
relation to the 2009 cost of service application.

b) Please provide a breakdown of the $30,000 original forecast and $60,000
current estimate of consulting costs associated with the 2009 cost of service
application into each of the major components. Please provide an estimate
of the actnal costs incurred to date for each of these components.

Response:
Original Expenses Revised
Estimate To Date Estimate
Legal Expenses $15,000 $17,874 $35,000
Consulting Expenses $15,000 $12,898 $25,000
Total Expenditures $30,000 $30,772 $60,000

Please note that Welland Hydro did not increase the amount for consulting
expenses for the revised Revenue Deficiency estimate in the January 20, 2009
supplemental filing.

¢) How much of the budgeted regulatory and consulting costs are associated
with a technical conference and/or oral component of the hearing?

Response:

As indicated earlier, the amount of regulatory expenses are related to
intervenor and board cost recoveries and were not split out in detail as to the
amount relating to the cost of a technical conference or oral hearing. The
revised legal and consulting expenses each include $5,000 to cover the
expected costs of the technical conference.

Interrogatory # 39
Ref: Supplemental Filing attached to January 20, 2009 Letter
a) Does the reduction in rate base shown in Exhibit F include an adjustment
related to the lower OM&A costs of $193,849 shown in Exhibit E that would

be associated with a reduction in working capital? If not, please calculate
the change in rate base associated with this change. Please confirm that any
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reduction in rate base related to the lower OM&A costs would also reduce
the Ontario Capital Tax.

Response:

The rate base in Exhibit F has not been adjusted to reflect the reduced OM
& A expenses proposed in the January 20, 2009 supplemental filing,
Welland Hydro was waiting on approval of the estimated Cost of Power rate
used in the August 15, 2008 filing before recalculating working capital
allowance and its effect on rate base. The recalculation would also take into
consideration the effect of any approved volume changes and changes in
RTR rates and RRP rates.

An estimate of the effect of the reduced OM & A expenses is as follows:

$193,849 x 15% x 7.18% (current return on rate base) = $2,087 reduction in
revenue deficiency (before PILS).

b) Has there been an adjustment to the working capital component of rate base
to reflect the reduced cost of power associated with the reduced revenues
shown? If not, please calculate the change in rate base associated with this
change. Please show all calculations. Please confirm that any change in rate
base related to the reduced cost of power would also reduce the Ontario
Capital Tax.

Response:

As per the response in a) above no adjustment has been made for the
reduced cost of power associated with the reduced volumes pending
approval of the Cost of Power rate. Exhibit A contains a revised cost of
power for the reduced volumes assuming the same cost of power rate
included in the original filing and revised RTR and RRY rates.

An estimate of the effect of the reduced Cost of Power is as follows:
$29,451,014 - $27,367,388 = $2,083,626 Reduction

$2,083,626 x 15% x 7.18% (current return on rate base) = $22,441 reduction
in revenue deficiency (before PILS).

As indicated in response to Board Staff interrogatory #37 Welland Hydro’s
model uses Rate Base for Return on Equity in order to calculate Ontario
Capital Tax. This methed is incorrect and results in an understatement of
the amount of Ontario Capital Tax Payable. The correct method should be
based on Taxable Capital for tax purposes. In 2007, this amount was
$31,148,072 for Welland Hydro. Based on the 2009 OCT Exemption of
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$15,000,000 (assuming 100% taken by WHESC) and Ontario Capital Tax
Rate of 0.225% it would result in a Ontario Capital Tax payable of $36,333
which is higher than the $27,420 used in Exhibit A. Welland Hydro has not
adjusted for this increase in cost in the revised Revenue Deficiency filed on
January 20, 2009.

¢) Why is there no Ontario Capital Tax shown in the last column of Exhibit A
in the section titled Capital Tax Expense Calculation?

Response:

The amount in the last column for Ontario Capital tax should be 527,420.35.
This is a presentation error and has no effect of the amount of Revenue
Deficiency calculation.

Interrogatory # 40

Ref: Exhibit 4, Tab 2, Schedule 4

Please confirm that Welland Hydro does not receive any services from or pay any
charges to Welland Hydro-Electric Holding Corp., Welland Hydro Energy Service
Corp. or Welland Wifi Corp. If this is not confirmed, please indicate what services
are provided by each of these affiliates and the amount paid by Welland Hydro for

them. Please also indicate where in the evidence this information has been
provided.

Response:

Confirmed

Interrogatory #41
Ref: Supplemental Filing attached to January 20, 2009 Letter

a) Please provide a detailed explanation for the decrcase in the revenue to cost
ratio from 100.73% to 95.56% for the Large Use class proposed for 2009.

Response:
See Response to Board Staff Supplemental Interrogatory #7
Exhibit B attached was taken from Exhibit O (Page 6) of the January 20,

2009 supplemental filing. This represents a monthly bill with similar
demand and volume to the last remaining large use customer. As pointed
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out in Section 3 of the Manager’s Summary in the supplemental filing the
reduction in the revenue to cost ratio was to offset the fact that the
transformer credit was not increased from the current $0.60/kw. As the
Large Use class revenue to cost ratio was at 100.73% in the original cost
allocation filing this customer class should only expect its distribution rates
to increase by the overall percentage increase in distribution rates included
in the supplemental filing. The increase can be calculated from Exhibit A in
the January 20, 2009 supplemental filing as 26% ($1,768,861/$6,808,613). As
can be seen from Exhibit B attached the distribution portion of the bill
increases by 25.8% ($15,458.55/$12,290.90).

Failure to adjust the revenue to cost ratio will increase the distribution
portion of the monthly bill for the Iarge user class by 36.2%
($16,734.40/$12,290.90) as can be seen in Exhibit E and Exhibit F.

b) Please provide the rationale for the further decline proposed in the revenue
to cost ratio for the Large Use class in 2010 to 85%.

Response:

Welland Hydro has increased the revenue to cost ratio for the General
Service customer classes to 85% in 2009. No further increases to these ratios
are currently planned in 2010 or beyond. Welland Hydro expects to revisit
the Cost Allocation process after rate classifications have becn revised as
part of EB-2007-031 Rate Design for Recovery of Distribution Costs.
Welland Hydro is of the opinion that once the cost allocation process has
been refined (specific costs have been allocated to specific castomer classes)
the revenue to cost ratios will increase for all classes with the exception of
residential which will decrease. Welland Hydro is adjusting the revenue to
cost ratio for the Large Use class to 85% in 2010 to be in line with the
General Service customer classes. All three of these classes will then remain
at 85% until both Rate Design and Cost Allocation have been further
developed.

Welland Hydro is concerned that any significant increase to Large Use
distribution rates could have a negative impact on the Jast remaining Large
Use customer. Although the bill impact amount might be a low percentage,
the actual dollar increase in the distribution portion of the monthly bill in
2009 is significant. The loss of this last remaining Large Use customer will
only add to the amount to be recovered from all other remaining customers.

¢) If the revenue to cost ratio was maintained at 100% in both 2009 and 2010
and the incremental revenue generated was used to reduce the revenue to
cost ratio for the residential class, please indicate what this ratio for the
residential class would be in each of 2009 and 2010.
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Response:

2009 - 115.32%
2010 -111.93%

See Exhibit C

d) If the revenue to cost ratio was maintained at 95.56% in 2010 and the
incremental revenue generated was used to reduce the revenue to cost ratio
for the residential class, please indicate what this ratio for the residential
class would be in 2010.

Response:
2010 - 112.22%

See Exhibit D

¢} Please explain why the targeted revenue to cost ratio for the Sentinel Light
class is 90% whereas the target for the Street Lighting class is only 70%.

Response:

As stated in response to Board Staff interrogatory #7 the dollar impact to the
Street Light customer classification was significant compared to the impact
on the Sentinel Light classification.

Interrogatory #42
Ref: Supplemental Filing attached to January 20, 2009 Letter

a) Did Welland Hydro use the OEB prescribed interest rate of 2.45% for the
first quarter of 2009? If not, please provided updates to Exhibit M and
Fxhibit N that reflect this interest rate for the January through April, 2009
period.

Response:

Welland Hydro continued to use the 4.29% rate included in the original
application. If adjustments are to be made to interest rates, then all of 2008
must also be revised in addition to the first quarter of 2009. As a result
Welland Hydro has attached Exhibit G which shows revised balances using
the actual rate of interest of 3.98% for 2008 and 2.45% for 2009. The
amount to be returned to customers has been reduced from $721,566 to
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$714,929 as a result of these adjustments. Exhibit H shows the revised rate
riders for each customer class.

b) If the Board does not allow the inclusions of accounts 1580, 1582, 1584, 1586
and 1588 in the calculation of the rate rider, would Welland Hydro be open
to extending the recovery period to recover the balances in accounts 1508,
1525 and 1574 to four years? Please calculate the rate riders if the recovery
period was four years in length rather than three.

Response:
Confirmed
Exhibit 1
¢) Please confirm that the allocators used in Exhibit N are based on 2007 data.
Response:
Confirmed

d) Should there not be an adjustment to theses allocators, similar to the
adjustment shown in Exhibit G, to reflect the significant change in
distribution revenues and KWh’s associated with the Large Use class? If not,
please explain why not.

Response:

Past practice for the allocation of rate riders has been to use historical usage
data to ensure that the customer classes that contributed to the variance
receive the appropriate corresponding charge or credit. However, Welland
Hydro would agree with Energy Probe that there may be some merit to use
forecasted 2009 customers/volumes as a result of the significant change
within the Large Use class.

e) Please provide a revised Exhibit N that uses revised allocators (distribution

revenue and kWhs) that reflect the removal of the 2007 figures associated
with the 2 Large Use customers and is consistent with that done in Exhibit G.

Response:
See Exhibits J & K
Rate Riders have been calculated using forecasted customers/volumes for

2009. For the purposes of this exercise, the same interest rates (actual) used
to calculate the rate riders in Exhibit G & H have been used.
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Monthly Service,

LARGE USE - BILL IMPACTS (Monthly Consumptions}

10,846.53

10,646.53

WELLANB HYDRO: COMPARISON 2007 - 2009

12,51221

12,281.01

12,281.01

Charge
Distribution
11,800 | 07183 9,984.37 0.7183 998437 13,900 0.8442 11,734.38 13,900 0.8286 11,517.54 | 13,900 | 0.E286 11,517.54
(0.6000) } -8,340.00 (05000} | -8,340.00 (0.6000} 5,34000 | 13,800 { {0.6000) | -8,340.00
KEAs 8,55

42;290. 223090 i 08 L
1,395.56 0.00 13,900 0.035¢ 485.01 13,900 (0.2505) | (5,010.95) | 3,00 | (0.3505) (5.042.95)
4582649 | 13,853 | 21638 | 4447472 | 13983 3.1638 4417472 13,963 31638 2417472 | 13,962 | 34081 | 4758577
2721,150| D.00S2 | 2927113 |4721,150| 0.0062 | 28.271.13 4,721,150 | 0.0062 2027143 | 4721150 | ooosz | 2027113 |4,723.150( 0.0085 30,687.48
1 0.2500 025 1 0.2500 025 1.00 0.2500 025 1.00 0.2300 0.2% 1.00 0.2500 025
2700000 Do07o | 3zsucoo 4700000 0.0070 | 32,900.00 | 4.700,000 2.0070 3200000 | 4700000 | 00070 [ 3290000 [4700,000f 0.0070 j 3290000
4721.150) 00503 | 279,964.20 |4,721.150) 0.0593 | 278.884.20| 4721150 50507 | 27996420 | 4721750 | 0.0503 | 27996420 |4721,150| 0.0503 | 279,964 20
338,601:49] ; 502,715.59. T 1396,T57.88] .5 0158529,
5.0% 20,135.80 5.0% 19,037.8% 5.0% 20,078.28
AISTALAS | i e A22E51 R |418585 78] - 1864,
lnmeasnoverzlma 1.03% -0.46%
Increase over 2007 0.86% -2.15%,

Monthly Service.

Charge 14,184,710 4,385.25 18,021.42
Rﬂ*won 13,900 1.4304 19,882.56 13,500 | 1.8342 2548528 13,200 1.1431 15,089.09
Distribitor: B 6 Sk 80,63, S -3xs10:st
Regulatory

| Assets (WhY 13,500 0.0000 000 13,800 | 0.0000 a.00 13,800 0.0000 0.00
Transformer 12,900 | (0,5000) | -8,240.00 13,990 | (0.6000) | -B,340.00 12,800 (0.6000) -8,340.00
Retall

Transmisson 13974 | 25282 35,3421 13972 | 3.2612 | 45.566.40 13,963 41757 $8.302.42
{KWh)

Whalesale &

Rural (KWH 4,724910| 0.0082 2529444 |4.724,440 0.0062 | 2829152 4,721,150 0.0062 2027113
Standard

Supbly 1 0.2500 025 1 0.2500 025 1.00 0.2500 0.25
Dobt

Retrement 4700000 0.0070 32,900.00 |4,700,000] 0070 32,500.00 | 4,700,000 0.0070 32,300.00
Cost of Power

Cornmocdty 4,724,310| €.0593 [ 280,187.18 4,724,440 0.0593 | 280,159.28 | 4,721,150 0.0593 279,964.20
{Kh]

Cost of Power

Commodity o £.0593 0.00 a 0.0593 0.00 1] 0.05583 0.00

>OMPARISON TO:OTHER DISTRIBUTION: COMPANIES
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Marihly Service 10,646.53 1064653 1251201 1293970 12,938.70
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Reguiatary

Requatons | 100 | os0m | nms5s 000 12800 | 00350 29801 13000 | (0.3605) | 15,01095) | 13500 | (0.3695) | {5.010.65)
Reta

Retal on | 13053 | mzsnr | aseoeas | vasea | asess |aaararz| rases | ossese | advarz | onser | 3tes | 4407472 ) 13063 | 34081 47,5857
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Lb-Tota) | ETR N TN R N i RN - A BT R RS 40286114
GST 24,088,957 50% | 18.930.06 | S0% | 1580169 T0% | 20.143.06
e Bl 435 TaT A3 EITEEE 41193545 T 42300818,

Increase over 2008 0.14% 1.07%!
increase over 2007 A.83% 0.64%

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES.

Cambiidge

Samla__

Manthly Servicel 14,184.13 438525 13.021.42
Charge
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B 4,068.66::] - R X LT R EA R '33,970.51"
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Retail
Transmissan 13,974 2.5202 3534221 13,972 3.2612 45,566.40 13981 41757 58,303.42
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pnclesdie &, raeot0) ovesz | 202044e farseto| vosz | 2orss | a7aiiso ) oose 2027443
Standard 1 02500 026 1 02500 | 025 1.00 0.2300 0.25
upphy
Dbt
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Cost of Power
Commodity 4724910| 00593 280,187.16 4,724,440 0.0583 280,159.29 | 4,721,150 20593 278,964.20
(1o
Cost of Power
Commedity 0 0.0553 0.00 L] 0.0593 0.00 Q 0.0593 0.00
545810 :426,009.5F
20,472:86 21.300.48
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