
EB-2010-0136
IN THE MATTER of the Ontario Energy Board Act 1998, Schedule B to the Energy Competition Act, 1998, S.O. 1998, c.15;

AND IN THE MATTER OF an Application by Kingston Hydro Corporation for an Order or Orders approving just and reasonable rates and other service charges for the distribution of electricity effective May 1, 2011.


INTERROGATORIES
FROM THE


SCHOOL ENERGY COALITION
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SCHOOL ENERGY COALITION
1. Please confirm that there are 41 publicly-funded schools in the Applicant’s franchise area.   Please advise the number of schools in each of the GS<50 and GS>50 classes.

2. [Ex. 1/2/1, Attach 2]  With respect to the Annual Report:
a. P. 17.  Please advise what steps, if any, the Applicant has taken to make its DG safety course available for use by other LDCs.
b. P. 19.  Please advise the average balance of the Applicant’s funds held in the bank account of the City for each of 2009 (actual), 2010 (actual plus forecast), and 2011, forecast.  Please advise the total amount of interest paid to the Applicant on those funds.  Please calculate the amount of interest that would be paid on those funds at 7.25%.  Please provide any agreements or other documentation with respect to this arrangement between the Applicant and the City.

c. Financials p. 15.  Please confirm that the contract with the City is between Utilities Kingston and the City, not the Applicant and the City.  If there is also a contract between the Applicant and the City, please provide a copy of that document and all amendments and supporting documents.

3. [Ex. 1/2/3, Attach 2]  Please confirm that this is the organizational chart of the Applicant, not Utilities Kingston.  If it is the latter, please provide the organizational chart of the Applicant.
4. [Ex. 1/2/3. Attach 3]  With respect to the agreement with Utilities Kingston:

a. P. 7.  Please provide a copy of the last review conducted by Serviceco under clause 9(b) of the agreement.

b. P. 16.  Please provide the names and positions of the signatories for each of the parties.
5. [Ex. 1/2/3, Attach 4, p. 3]  Please provide the set of rates negotiated between the parties pursuant to section 4 of the agreement for each of the Historical, Bridge and Test Years.  Please include all unit costs.  Please provide all correspondence between the parties to the agreement containing offers or counter-offers with respect to such rates.

6. [Ex. 1/2/3, Attach 5]  With respect to the Financial Statements of Utilities Kingston:
a. P. 2.  Please confirm that the revenues, expenses, assets and liabilities of Utilities Kingston relating to services provided to the Applicant are not considered to be for account of Utilities Kingston.  Please explain the accounting principles being applied to non-reporting of these amounts in the audited financial statements of Utilities Kingston.  Please advise whether Utilities Kingston is considered to be the beneficial owner of the business of supplying those services to the Applicant.

b. P. 2.  Please advise whether the financial results of Utilities Kingston, including the revenues, expenses, assets and liabilities associated with services provided to the Applicant and to the other business areas, are included in the financial statements of the City.  
c. P. 2.  Please confirm that, at any given time, the Applicant is indebted to Utilities Kingston with respect to services performed and not yet paid.  Please advise where that inter-company receivable is reported in these audited financial statements.  Please advise whether at any time Utilities Kingston is indebted to the Applicant with respect to services paid for and not yet performed.  If so, please advise where that inter-company payable is reported in the audited financial statements.
d. P. 2.  Please advise the extent, if any, to which the cash revenues of the Applicant are received by Utilities Kingston rather than the Applicant, and if so how the ownership of those funds is accounted for on receipt and subsequently.  Please advise the extent to which the City is involved in those cash revenue receipts.

e. P. 18.  Please provide a breakdown of the $15,205,464 of salaries, wages and benefits and the $48,032,953 of materials, supplies and services reported for 2009, by function (similar to page 2 of the Applicant’s financial statements), and by business area (i.e. with totals matching the “contract services recoveries” figures immediately above).

7. Please provide all correspondence or other documentation between the Applicant and the Board relating to the Applicant’s organizational and affiliate structure and its compliance with the Affiliate Relationships Code.

8. [Ex. 1/4/3]  With respect to the Historical Financial Results:

a. P. 1.  Please provide details of all of the adjustments to accounting information prior to the Test Year that are referred to on this page.  Please advise the total impact on opening rate base of those adjustments.
b. P. 2.  Please provide a depreciation continuity table for the years 2005 through 2010, consistent with Ex. 4/7/1, Attach. 1, showing the depreciation and rate base before the adjustment for the half year rule. 

9. [Ex. 1/4/5]  Please provide a copy of the approved 2010-2014 financial plan.

10. [Ex. 1/4/10, Attach 1]  Please confirm that the Applicant is seeking an average rate increase of 35.3% based on the size of the deficiency relative to the revenue at current rates.

11. [Ex. 2/1/1]  With respect to the Rate Base History:

a. P. 3.  Please provide the calculations supporting the Applicant’s ranking as lowest in its cohort in rates.  Please provide that comparison between the members of the cohort for each rate class, with supporting calculations.

b. P. 4.  Please provide the calculations supporting the figures of $971 of fixed assets per customer, as well as $1,219, and $1,434.  Please calculate the Applicant’s fixed assets per customer for the Test Year based on the Application, with supporting calculations.

c. Please provide any reports between 1995 and 2008 to management, to Utilities Kingston, or to the City detailing the under investment in capital assets taking place during this period, the consequences of that under investments, and/or the deteriorating condition of the electricity distribution system.

12. [Ex. 2/4/8, p. 1]  Please provide, for each of the years 2005 through 2010, a description of the top five most urgent capital projects in the year that were not included in the capital budget because of the “top-down” approach to capital budgeting.  Please advise, for each of those projects, when they were finally completed, and at what cost.

13. [Ex. 3/1/1, p. 2]  Please provide an updated 2010 forecast for GS>50 identifying customer numbers and demand to date, and forecast for the balance of the year.  Please provide on an actual and weather-normalized basis.

14. [Ex. 4/1/1, p. 1]  Please provide details on the reductions in personnel and costs for the electricity distribution activities at the time of the municipal amalgamation.

15. [Ex. 4/2/3]  With respect to the Cost Drivers:

a. P. 8.  Please provide a calculation showing, on a year by year basis and cumulatively, the amounts in years prior to 2008 coded to the capital program for pole replacements that should have been coded to OM&A for those years.  Please calculate the impact on opening rate base of those errors.

b. P. 12.  Please confirm that the Warehouse fee was a cost recovery fee.  Please advise what percentage of the $158,000 would otherwise have been capital, and what percentage OM&A.  Please advise the amount included in opening rate base that represents amounts charged for this fee in prior years to capital projects.

c. P. 20.  Please advise who pays the audit fees.  If the audit fees are paid by the City or Utilities Kingston, and their auditing firm is the same as the Applicant’s, please provide the retainer letters and fee quotes for the audits of both the Applicant and the payor, together with all correspondence with respect to changes between the initial quote and the final agreed amounts.  Please provide all such correspondence dated after January 1, 2009, regardless of the audit year to which it relates.

16. [Ex. 4/3/1]  With respect to the Variance Analysis:

a. P. 6.  Please provide a detailed explanation of the 260% increase in pole replacement work planned for the Test year.  Please explain why that is an OM&A expense.

b. P. 6.  Please explain how the $160,000 in A/C 5020 relates to the $140,000 amount in A/C 5120, and where those adjustments appear in other accounts, either capital or operating.

c. P. 9.  Please confirm that, with the adjustments in the last paragraph, the correct increase in A/C 5615 is $280,561.  

17. [Ex. 4/4/1]  With respect to Employee Costs:

a. Please provide a table similar to Table 1 showing full FTEs for all employees of the City providing services to the Applicant, and break down those FTEs into the FTEs allocated to the Applicant (through Utilities Kingston), and the FTEs allocated to other activities of the City including other activities of Utilities Kingston.

b. Please provide a table similar to Table 1 showing full FTEs for all employees of Utilities Kingston providing services to the Applicant, and break down those FTEs between the FTEs allocated to the Applicant and the FTEs allocated to each of the other business areas of Utilities Kingston.

c. Please provide a table similar to Table 1 showing full FTEs for all employees of the Applicant (if any), and break down those FTEs between the FTEs allocated to the Applicant, and the FTEs allocated to the provision of services to any related entity.

d. P. 2.  Please confirm that the Applicant is proposing to increase FTEs by 57.2% over the five year period ending in the Test Year.  Please disaggregate the increase in FTEs into the numbers of 

i. additional persons hired solely to provide services to the Applicant, 
ii. additional persons hired to provide services to the Applicant as well as other activities of Utilities Kingston or the City, and 
iii. re-allocations of the time spent by existing persons working for the City or Utilities Kingston.

e. P. 3.  Please confirm that the Applicant is proposing to increase Total Compensation by 73.3% over the five year period ending in the Test Year.

18. [Ex. 4/5/1, p. 18]  With respect to the Fleet Services:

a. Please provide the full calculations supporting the amount and unit prices for the usage fees for each of the Historical, Bridge and Test Years.

b. Please provide the agreement between the City and Utilities Kingston with respect to Fleet Services.  Please provide the amendment to the agreement, or other documentation, setting out the change in the usage fees and the responsibility for capital replacements.  Please provide all presentations made to the Board of Directors of the Applicant or Utilities Kingston, or City Council or any of its committees, dealing with this change.

c. Please provide the full calculation of the $2.4 million credit.  Please explain why, with the change as of January 1, 2010, the City did not simply refund the $2.4 overpayment to the Applicant.  Please confirm that the current intention is that the vehicles purchased with the $2.4 million overpayment will be owned by the City, and provided to Utilities Kingston at the new usage fees, i.e. excluding capital costs.

19. [Ex. 5/1/1, Attach. 3]  Please provide a copy of the promissory note evidencing the indebtedness to the City, together with any loan agreement, security document, negative covenants, or other supporting documents.

20. [Ex. 8/2/1, Attach 1]  Please confirm that, if the fixed charge for GS>50 is set at half the current rate (i.e. $117.05 per month), the variable charge based on the revenue requirement requested would be $3.5119/kW.

21. Please provide all presentations, reports and other materials provided to the Board of Directors with respect to approval of the 2011 budgets for OM&A and capital, including any supporting documents.  Please provide any update materials where any budgets have been changed since their first approval.

Submitted by the School Energy Coalition October 31, 2010.
​​​​​​​​​

______________________

Jay Shepherd
Counsel for School Energy Coalition
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