
EB-2009-0271
IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c.O.15, Sch. B;

AND IN THE MATTER OF an Application by  Oakville Hydro Electric Distribution Inc. for an Order or Order setting just and reasonable rates commencing May 1, 2010.

SECOND ROUND INTERROGATORIES
OF THE


SCHOOL ENERGY COALITION

ALL REFERENCES TO THE PRE-FILED EVIDENCE ARE TO THE EVIDENCE FILED FEBRUARY 18, 2010.
1. [1/1/14, p.1 and 5] Please explain why the LDC provides water billing services and hot water tank rentals when the “principal activities” of an affiliate, OHESI, include “water billing…water heater rental services…”.   
2. [1/1/15]  With respect to the sale of the affiliate, Blink Communications Inc., and its impact on revenue requirement:

a. Please file the main agreement in the transaction (presumably an agreement of purchase and sale), together with all schedules to that agreement.
b. If there was a corporate reorganization or other restructuring within the Oakville Hydro group of companies preceding, resulting from, or related to, the sale of Blink, please provide a full description of that transaction, and file the planning memo or other internal document or documents that describe(s) the reorganization/restructuring, its purpose, and its components.

3. [1/2/5, p. 2]  Please provide a detailed review of the services that were provided to Blink prior to the sale of the affiliate, the personnel who provided those services, and the changes to their workload since the sale.  Please include an explanation as to why the reduced provision of services does not result in a reduction of personnel or other costs, or explain what personnel or other cost reductions are planned.

4. [1/2/6, p.6 and 7]  Please recalculate these two tables using the cost of capital figures released by the Board on February 24, 2010.

5. [1/3/2, App. G] With respect to the 2010 Pro Forma Financials:
a. p. 1.  Please explain why cash is reduced after the sale of the affiliate and repayment by the affiliate to the utility of outstanding advances.  Please provide a full listing of all cash inflows and outflows affecting the utility related to the sale of the affiliate.

b. p. 5.  Please provide a full explanation of the increase in the capital lease, including a copy of the agreement under which the additional capital lease is being acquired, and the accounting entries that result in the increase in account 2005 since the original filing.

c. p. 8.  Please provide a detailed listing of the changes in account 2550 resulting from the sale of the affiliate, and explain any other changes to this account that explain the change in the balance from the original filing to this updated filing.

6. [2/1/3, p. 5]  Please explain each of the changes in the Net Book Value for accounts 1820 through 1860 inclusive, and account 1995, from the original filing to this updated filing.

7. [2/4/4]  With respect to the 2010 Capital Summary:

a. p. 1. Please confirm that the only change to Table 17 is the increase in the Information Technology 2010 Expenditures.

b. p. 2.  Please explain how the “Vehicles” explanation has been changed.

c. p. 2.  Please provide all references to the acquisition of the fibre optic network in the deal transactions and documents relating to the sale of Blink.  For each such reference, please provide the full agreement, with all schedules, where there is such a reference (unless the document is included in the agreement or schedules filed in response to question 2(a) above).

d. p. 2. Please provide all information available to the Applicant showing that the purchase price of $704,573 for the capital lease of the fibre optic network represents fair market value.

e. p. 10. Please confirm that the only change to this table from the original filing to the update is the increase in account 1980 for Information Technology related to the capital lease.

f. App. B, p. 1,2.  Please confirm that the only change to this table from the original filing to the update is the addition of $704,573 for the fibre optics acquisition.

8. [3/1/2]  Please confirm that all changes to the columns 2010 Test and Variance from 2009 Bridge are caused solely by the change in revenue requirement, on a pro rata basis, and not from any changes to load forecast, cost allocation or rate design. If any of the changes are driven by the latter causes, please describe and quantify those changes.

9. [3/3/1, p. 4 and 5]  Please provide details, with amounts, and agreements, of the four new revenue sources from Rogers Communications in accounts 4220 and 4390.  For the latter amount (please confirm it is $150,720?), please show the calculations and any normalization of the amount.  Where the term of the agreement for 4390 has been forecast, please provide the forecast and its basis.

10. [3/3/2, p. 5]  Please confirm that the utility could also borrow from a chartered bank at a rate at or less than the 5% rate available to the affiliates.

11. [3/4/2, App. 2-D]   For each figure that has changed from the original filing, please provide the dollar impact of the sale of Blink Communications Inc. on that figure in the update, and the reason for the impact.

12. [4/2/2]  With respect to the OM&A exhibit:

a. p. 9. Please confirm that hiring of eight incremental personnel is planned for 2010.  For those positions listed, please advise which positions have started work to date, and the start date in each case.

b. p. 10. Please confirm that the IFRS recovery proposed includes expenditures incurred in years prior to the Test Year.  Please advise the amounts of those expenditures, and the years incurred.

13. [4/2/5]  With respect to the detailed OM&A information:

a. p. 2. Please reconcile the decrease in account 5625 from original filing to updated filing of $604,900 with the figure of $460,966 described on p. 9 of 4/2/2 as “removal of shared services due to sale of affiliate”, and the figure of $264,615 decrease in this account on p. 11 of 4/2/6.

b. p. 15.  Please confirm that these two tables replace the tables set out in Staff IR #23b.

14. [4/2/6]  With respect to the OM&A cost drivers:

a. p. 10. Please advise the amount of the $213,500 cost that was originally to be offset by affiliate recoveries, but is now, after the sale of Blink, no longer to be offset.

b. p. 11. Please describe why outside service employed has increased by $62,000 from the original filing to the update.

15. [4/2/7, p 3-4]  For each of the two tables in Appendix 2-L, please provide an explanation of changes in the figures from the original filing, then to interrogatory Staff #23, and then to the update.  Please also classify the changes between those impacts from overall revenue requirement changes, those impacts from the sale of Blink, and all other impacts. 

16. [4/2/8]  With respect to Shared Services:

a. Please confirm that the following chart correctly sets out the shared services allocations between the four remaining companies (excluding Blink) for the period 2006 through 2010.

	Company
	 
	2006
	2007
	2008
	2009
	2010
	% Change

	Oakville Hydro Corporation
	$
	$55,150
	$36,100
	$32,503
	$27,300
	$31,260
	-43.32%

	
	%
	0.69%
	0.38%
	0.33%
	0.26%
	0.26%
	 

	Oakville Hydro Electricity Distribution Inc.
	$
	$6,492,981
	$7,814,336
	$8,155,417
	$8,954,453
	$10,288,099
	58.45%

	
	%
	81.53%
	83.22%
	83.75%
	83.98%
	84.09%
	 

	Oakville Hydro Electricity Services Consolidated
	$
	$1,328,899
	$1,307,014
	$1,305,797
	$1,354,154
	$1,500,474
	12.91%

	
	%
	16.69%
	13.92%
	13.41%
	12.70%
	12.26%
	 

	El-Con Construction
	$
	$86,651
	$232,550
	$243,860
	$326,400
	$415,469
	379.47%

	
	%
	1.09%
	2.48%
	2.50%
	3.06%
	3.40%
	 

	Totals
	$
	$7,963,681
	$9,390,000
	$9,737,577
	$10,662,307
	$12,235,302
	53.64%

	
	%
	100.00%
	100.00%
	100.00%
	100.00%
	100.00%
	 


b. Please explain the drop in allocations to the holding company during the period.  If there were changes in methodology, please describe the changes and quantify the impacts in each year.

c. Please explain the higher than average increase in allocations to the distribution utility during the period.  If there were changes in methodology, please describe the changes and quantify the impacts in each year.

d. Please explain the lower than average increase in allocations to the services company during the period.  If there were changes in methodology, please describe the changes and quantify the impacts in each year.

e. Please provide the unconsolidated financial statements for each of the companies for 2006, plus the most recent unconsolidated financial statements currently available.  If 2009 is not yet available, please advise when they are expected to be available.  If the unconsolidated financial statements of any of the companies provides commercially sensitive information, please file it in confidence, and provide a copy to SEC.  SEC has filed a Declaration and Undertaking in this proceeding.

f. For each change in methodology during the 2006 through 2010 period, please provide the consultant report or internal management report that proposes the change, and any presentations to, or analysis seen by, the Board of Directors of the utility or the holding company relating to the change in methodology.

17. [4/3/1, p. 3]  Please explain why the Applicant pays 25% of the SR&ED claim to a consultant.  Please explain why SR&ED cannot be forecast, but all other costs and revenues can be forecast.

18. [8/2/8. App. B, p. 13]  Please confirm that a typical school in the GS>50 class with a 100 KW load would see their current annual distribution only (first four lines) bill increase under the Applicant’s proposal from $4,720.32 to $7,622.04, an increase of 61.5%.

19. [SEC IR 4]  Please confirm that the compound growth rate from 2005 to 2008 (three years) is 2.65%.

20. [SEC IR 5a]  Please file the 2010 capital and operating budgets approved by the Board of Directors.  Please file the 2008 and 2009 operating budgets approved by the Board of Directors.

21. [SEC IR 8a and b]  Please provide a table showing CWIP each year from 2006 through 2010, with year of original spending, and reconciling the answer in a of this question with the answer in b.  For example, please show $X of spending in 2007 not closed to rate base in that year, and how much of that spending is then closed in each of 2008, 2009, etc.

22. [SEC IR 8c]  Please provide the account entries for intercompany transactions with Blink, starting with the $7,169,032.79 balance as of December 31, 2008, and continuing until the later of the date of sale of the company, or the date the account reaches zero, including an explanation for each entry.

23. [SEC IR 9]  Please provide the requested information, i.e. the amount expected to be paid to affiliates or the Town for each of the accounts in question.

24. [SEC IR 12]  Please advise the effective date of the YTD spending.  Please add a column showing the actual spending for all of 2009 for each project.

25. [SEC IR 15]  Please advise whether this is the entire “review” document.  If it is not, please provide the entire document.

26. [SEC IR #16]  Please provide any planning document, internal memorandum, management report, or other document setting out this expenditure reduction plan, including any forecasts of impact in the test year or any subsequent year.

27. [SEC IR 17b]  Please advise the impact on the Applicant’s net costs in 2009 resulting from the true-up, by category of spending.

28. [SEC IR 20c]  Please provide an update of the response.

29. [SEC IR 22b]  Please calculate the allocations of Shared Services in the test year to each of the four remaining companies if the allocations based on the utility’s total revenues were changed to allocations based on, for the utility, distribution revenues.

30. [SEC IR 22c]  Please file the lease for 2010.

31. [SEC IR 22d]  For each of the 2010 forecast line-item figures in 4/2/5, Appendix 2-G, please split the figure between the amount that is direct spending by the utility, and the amount that is the result of the Shared Services allocation between the utility and its affiliates.  

32. [SEC IR 22g]  Please provide full current unconsolidated financial statements for El-Con, together with all information available to the Applicant on the costs of El-Con to provide services to the Applicant.  Please provide the pricing analysis referred to, in Excel format if available, including in particular breaking out the impact of “excluding labour as El-Con is unionized”.  Please provide the full text of any provision in the Applicant’s labour agreements referring to the use of El-Con, or requiring use of unionized contractors for work such as that El-Con is doing.

33. [SEC IR 27]  Please update Tables 1 through 4 to be consistent with the changes made to revenue requirement and load in the updated filing.

34. [Staff IR 3b]  Please file the pole testing report referred to in #3.

35. [Staff IR 10a]  Please confirm that the updated filing includes this change to the load forecast.  If so, please calculate the impact on the deficiency of this change, and how it is allocated by class.  If the change has not been included, please recalculate the Revenue Requirement Work Form using this proposed updated load forecast.

36. [Staff IR 24b]  Please provide, for each of 2008, 2009 and 2010, the total Human Resource Services cost, the charge to affiliates related to that cost, and the net cost in this category in the utility.

37. [EP IR 1c]  Please file the Board of Directors compensation policy of the Applicant, together with any report or study on which the policy was based, and any presentation to the Board of Directors or any of its committees relating to the policy.  

38. [EP IR 3b]  Please file the Mercer study.  If it will not be completed prior to the date interrogatory responses are due, please advise the date it is expected to be completed.

39. [EP IR 4d]  Please advise the full year contributions for 2009.

40. [EP IR 6a]  Please update the tables using full year actuals for 2009, compared to budgets, on a project by project basis.

41. [EP IR 10bi]  Please advise what costs, if any, are included in OM&A relating to OPA programs.  If no costs are included, please advise how costs for OPA programs are accounted for, and the amounts of those costs for each of 2008 and 2009.

42. [EP IR 10i]  Please update the table to be consistent with the updated filing.

43. [EP IR 11d]  Please reconcile the response with the statement in the update that affiliates can borrow at 5%.  Please provide copies of all correspondence or other communications with chartered banks relating to interest rates for borrowing by affiliates or the Applicant.

44. [EP IR 16e]  Please file the internal report, planning memo, or other document setting out the new maintenance practices since January 2009 based on benchmarking, together with any presentation, proposal, or other document presented to the senior management and/or the Board of Directors related to that change in practices.

45. [EP IR 17f]  Please update the response and include any OM&A impact as well.

46. [EP IR 19e]  Please provide the entire IFRS project budget for all affiliates, and the division of that budget between the affiliated companies.  Please provide the basis of the allocation of those costs.

47. [EP IR 25]  Please advise whether the vehicle maintenance and fuel purchases are “a cost based price” or whether the utility “pays their market based price”.  Please reconcile the two statements.

48. [EP IR 27 and 28]  Please confirm that the corrections to non-systems software have been made in the updated filing.

49. [EP IR 35b]  Please provide the calculation of the $82,500 figure.

50. [VECC IR 1b]  Please calculate the underspending on capital in each of 2006 through 2009, and explain for each year the reason for the underspending.

51. [VECC IR 10c, p. 14]  Please update the table based on the updated filing.         

Respectfully submitted on behalf of the School Energy Coalition this 15th day of March, 2010
Per: ​​​​​​​​​______________________
Jay Shepherd
Counsel for School Energy Coalition
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