


IN THE MATTER OF the Ontario Energy Board Act, 1998, 
S.O. 1998, c.15, (Schedule B); 
 
AND IN THE MATTER OF an application by Kingston Hydro 
Corporation for an order approving just and reasonable rates 
and other charges for electricity distribution to be effective 
May 1, 2011. 
 

INTERROGATORIES 
FROM 

THE SCHOOL ENERGY COALITION 
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Interrogatory #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. 
 
There are 38 publicly-funded schools in Kingston Hydro’s franchise area.  Of these 10 are GS>50 and the 
remaining 28 are GS<50. 
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Interrogatory #2 
Ref:   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. 
 
This course was developed by Utilities Kingston in partnership with St. Lawrence College. The 
college markets and delivers the course to LDCs across Ontario through its contract training 
department. Utilities Kingston, whose linepersons work on Kingston Hydro’s system, helps 
St. Lawrence College keep the course up-to-date with current practice & evolving distributed 
generation connection standards. Kingston Hydro has no financial interest in the course. 
  
St. Lawrence College has delivered the course to linepersons at the following LDCs: 
 

• Guelph Hydro 

• Haldimand County Hydro 

• Sault Ste. Marie P.U.C. 

• Hydro One Mississauga 
 
Additional LDCs are booked to take the course in 2011. 

 
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. 

 
Year Average Balance Actual Interest Paid Interest Calculated at 

7.25% 

2009 $2,524,256 $21,933 $183,009 

2010 $3,640,693 $18,150 $263,950 

2011 $5,579,323 $17,050 $404,501 

 
Actual interest paid by the City of Kingston to Kingston Hydro is calculated at a rate 
consistent with the rate the TD Bank pays on the City’s general bank account. See Part c 
below for details on the agreement between the Applicant and the City. 
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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. 

 
Kingston Hydro has a verbal agreement with the City of Kingston that the City of Kingston 
will hold Kingston Hydro’s cash funds in its bank account and pay interest to Kingston Hydro 
at the same rate that the City earns from the bank.  The City deposits Kingston Hydro’s 
revenues it collects in its bank account and conversely pays monies out of its bank account 
for Kingston Hydro expenses. 
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Interrogatory #3 
Ref:  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. 
 
This is not the organizational chart of the Applicant.  It is the organizational chart of Utilities 
Kingston.  The Applicant, Kingston Hydro has no employees. 
 
The following chart shows the officers of Kingston Hydro Corporation.  
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Interrogatory #4 
Ref:  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. 
 
Management undertakes a review prior to the yearly self-certification.  These reviews are 
not documented. 

 
b) P. 16.  Please provide the names and positions of the signatories for each of the parties. 

 
The names and positions of the signatories for each of the parties are as follows: 
 

1425446 Ontario Limited, now Kingston Hydro Corporation 
J. A. Keech   President and CEO (at the time of signing and current) 
Denis Leger    Treasurer (at the time of signing) 
  
1425445 Ontario Limited (operating as Utilities Kingston) 
J. A. Keech   President and CEO (at the time of signing and current) 
R.K. McConnachie Treasurer (at the time of signing) 
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Interrogatory #5 
Ref:   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. 
 
The rates negotiated between the parties at the time of incorporation were to be actual rates 
of cost incurred plus actual applicable overheads, with no mark up for profit.  For unionized 
labour, there would be employer rates as noted in the applicable collective agreements.  For 
new union personnel, the rates would be that paid to the employee and recorded in applicable 
compensation charts and employee contracts. 
 
Other costs, for material, supplies and contracts, are paid directly by the Applicant. 
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Interrogatory #6 
Ref:   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. 
 
The revenues and expenses of Utilities Kingston relating to services provided to the 
Applicant are not considered to be for account of Utilities Kingston.  The assets and liabilities 
of Utilities Kingston do not relate to services provided to the Applicant with the exception of 
a portion of the “Employee future benefits recoverable” and “Employee future benefits 
payable”. 
 
The revenues and expenses related to work performed on behalf of the Applicant are not 
reported on the Statement of Earnings due to the fact that the revenues relate to recoveries 
from the Applicant for expenditures performed on behalf of the Applicant. Utilities Kingston 
does not profit or loss on the activities performed on behalf of the Applicant.  Thus the 
amounts are not required to be reported on the Statement of Earnings. 
 
Utilities Kingston is not considered to be the beneficial owner of the business of supplying 
those services to the Applicant because the risks and rewards of the business are borne by 
the Applicant, not by Utilities Kingston. 
 

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.  
 
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 of Kingston on a modified equity basis.   
 
The City of Kingston audited financial statements can be found at 
http://www.cityofkingston.ca/residents/budget/audited.asp  
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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. 
 
Confirmed.  The intercompany receivable is recorded through the intercompany receivable 
with the City of Kingston for both Kingston Hydro and Utilities Kingston.  At no time is 
Utilities Kingston indebted to the Applicant with respect to services paid for by the Applicant 
but not yet performed. 
 

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. 
 
Cash revenues of the Applicant are not received by Utilities Kingston.  Revenues are 
recorded as receivable on the account of the Applicant when billed.  The financial services 
department of the City of Kingston collects payment on behalf of the Applicant and credits 
the Applicant’s account with the City of Kingston for the funds received.  
 

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). 

 
Please see attached schedule. 
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Interrogatory #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. 

 
Other than the annual certification statements as required by section 2.2 of the Electricity 
Reporting and Record Keeping Requirements which are now filed electronically and all of which 
have been affirmed, the only correspondence was a submission made by the applicant 
(formerly Kingston Electricity Distribution Limited) as part of EB-2007-0662 –consultation on 
amendments to the Affiliate Relationships Code. 
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1211 John Counter Blvd. P.O. Box 790 
Kingston, ON, Canada, K7L 4X7 

Phone: 613.544.1181 
Fax: 613.542.1463 

March 10, 2008 
 
Kristen Walli 
Board Secretary, Ontario Energy Board 
P.O. Box 2319, 2300 Yonge Street, Suite 2700 
Toronto, ON, M4P 1E4 
 
OEB Reference # EB-2007-0662 
 
Dear Ms. Walli, 
 
We would like to thank the Ontario Energy Board (OEB) for the opportunity to comment on the Revised 
Proposed Amendments to the Affiliate Relationships Code (ARC) released on February 11.  Kingston 
Electricity Distribution Limited (KEDL) supports the purposes of the ARC as outlined in section 1.1 of the 
code, and is committed to working with its municipally owned affiliates in accordance with the provisions of 
the ARC.  
 
KEDL recommends that the definition of definition of “Energy Services Provider” should not be modified to 
include metering or billing for electricity or natural gas services.  
 
In Kingston, an affiliate company, Utilities Kingston, provides metering and billing services both for KEDL’s 
electricity distribution customers as well as for the City of Kingston’s water, sewer and natural gas customers. 
In many cases, the customers in Kingston receive one utility bill for all of these services. Since the 
introduction of the ARC, sharing of information has been permitted for the purpose of billing (s. 2.6.2) and 
KEDL, the City and our customers have benefited from this relationship in both achieving cost savings and 
operational efficiency and improved convenience. Addition of metering and billing to the definition of 
“energy services provider” will prohibit the involvement of Utilities Kingston employees in the metering and 
billing of KEDL’s customers due to section 2.2.3 interpreted as per Compliance Bulletin 200604. 
  
Customer information that is metered and collected for electricity billing is essentially the same information 
that is collected for water, sewer and gas billing (i.e. hourly consumption data). Information systems 
infrastructure and metering and billing expertise that Utilities Kingston has in place for the City of Kingston’s 
water, sewer, and natural gas, services has been applied to KEDL’s electricity billing, creating significant 
economies of scale benefitting KEDL’s ratepayers. To put the magnitude of these economies of scale in 
perspective, if the definition of “energy services provider” is to be modified to include metering and billing, 
KEDL’s ratepayers would have to absorb an increase of $250,000 per year in postage costs alone, before taking 
into account the cost increases related to hiring additional staff so as to comply with s2.2.3 of the ARC. A 
further illustration is that Utilities Kingston employs meter readers that can capture readings for all four 
utility services in one trip. Should the OEB include metering and billing in the definition of energy services 
provider, these staff can no longer be shared, effectively doubling the number of trips needed to read meters 
in the City of Kingston and thereby doubling the financial costs and environmental footprint of meter 
reading activities. 
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KEDL does not believe that there will be any harm to ratepayers or to non-affiliated entities from the 
exclusion of metering and billing from the definition of energy services provider, as other provisions of the 
ARC that are applicable to all affiliates will still apply. Section 2.6 ensures that information made available to 
Utilities Kingston by KEDL will not provide it with any unfair advantage, and that access to KEDL 
information is non-discriminatory.  The “Transfer Pricing” and “Outsourcing to an Affiliate” provisions of the 
ARC ensure that KEDL would have to undertake an independently evaluated competitive bidding process for 
all services provided by Utilities Kingston at least once every five years, ensuring that KEDL’s ratepayers are 
receiving the best value and allowing competitors to openly bid for provision of these services. Utilities 
Kingston complies with the intent of the ARC by separately identifying the entities and amounts being billed 
for on all invoices, minimizing customer confusion. 
 
Furthermore, the customer information collected and processed by Utilities Kingston is protected by both the 
Municipal Freedom of Information and Protection of Privacy Act, RSO 1990 and the Personal Information 
Protection and Electronic Documents Act and therefore can only be used for the purpose for which it was 
collected, specifically for the purposes of billing for an individual commodity unless some other specific 
consent to use the information is granted by the individual. Section 2.2.2 of the ARC ensures that access to 
customer information and Utilities Kingston’s information technology infrastructure is arranged so that only 
staff involved in metering and billing have access to customer information.  Given compliance with these 
requirements, it would be impossible for Utilities Kingston to use the information to gain some sort of unfair 
competitive advantage in the marketing of other energy services. 
 
Integrated metering and billing for water, sewer, natural gas, and electricity services is part of the City of 
Kingston’s strategy for exercising its right to foster Conservation and Demand Management. It has enabled 
Kingston to be the first community to pilot the use of smart meters for electricity, water and natural gas 
utilities. This is a significant advantage as each of these utilities will benefit from the conservation incentive 
created by customers having access to hourly information regarding their consumption. It also permits the 
development of rate designs for gas and water that promote conservation of all three commodities.  This 
creates significant potential for electricity conservation as water consumption in particular creates a large 
peak electricity load during the summer months.  The proposed change to the Code definition of “Energy 
Services Provider” would make it difficult if not impossible for Kingston to pursue this unique initiative. 
 
Kingston Electricity Distribution Limited is in a unique position as one of only two electricity distributors 
owned by municipalities that are also gas distributors. As outlined in section 36.8 of the Ontario Energy 
Board Act, these municipalities are recognized as unique. We hope that the board will take this fact into 
consideration in their upcoming deliberations. Regardless of the outcome of the current consultations, we 
look forward to working with the compliance office to demonstrate that KEDL can satisfy the purpose and 
intent of the ARC while continuing to provide the citizens of the City of Kingston and the affiliated and non-
affiliated energy service providers who serve them the cost savings and convenience of consolidated billing 
for water, sewer, natural gas, electricity, and other energy services. 
  
Thank you for your consideration, 
 

 
 
Jim Keech 
President & CEO 
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Interrogatory #8 
Ref:   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. 

 
The details of all of the adjustments to accounting information prior to the test year are 
outlined in Attachment 1 of 2: 2005-2009 Reconciliation between OEB Filings and 
Application. The total impact on the opening rate base of the adjustments is zero. 
  

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.  

 
Please see attached for depreciation continuity table. 
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Interrogatory #9 
Ref:   Ex. 1/4/5 
 
Please provide a copy of the approved 2010-2014 financial plan. 
 
Please find attached a copy of the 2010-2014 financial plan. 
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Interrogatory #10 
Ref:   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. 
 
Please refer to VECC IR #8 a) response. 
 
Kingston Hydro does not understand what is meant by an average rate increase, but we do 
confirm that based on the size of the deficiency, the proposed revenue requirement is a 27.8% 
increase from current Board-approved revenue requirement. 
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Interrogatory #11 
Ref:   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. 
 
The information provided was obtained from: 
http://www.oeb.gov.on.ca/OEB/_Documents/2010EDR/bill_impacts_2010.pdf. 
The Applicant has no further comparisons to provide other than the summary provided on 
the attached schedule. 
 

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. 

 
The information provided was obtained from the 2008 Yearbook of Electricity Distributors 
published by the Ontario Energy Board on September 10, 2009.  Please see attached 
documents illustrating the figures noted in the application.  As requested, following is the 
calculation of fixed assets per customer:  
 
Gross Assets 

Exhibit 2 Tab 3 Schedule 3 Attachment 1 52,107,435$  

Accumulated Amortization 

Exhibit 2 Tab 3 Schedule 3 Attachment 1 (18,004,715)$ 

Net Fixed Assets 34,102,720$  

Number of customers (Residential, General Service and Large Use)

Exhibit 3 Tab 1 Schedule 1 Attachment 1 26,977          

Net Fixed Asset per customer Test Year 2011 1,264.14$       
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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. 

 

The following reports have relevance to the question and have been provided as noted 
below: 
  
• Great Lakes Acres Limited Electric System Study – 1997  
• Toronto Hydro Assessment of the Electrical Distribution System for the City of Kingston – 

1998  
• J.T. Watson & Associates Engineering Report on Electrical Vaults (provided at Exhibit 2 

Tab 7 Schedule 1 Attachment 2) 
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Interrogatory #12 
Ref:   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. 
 
2005 

• Transformer Vault 13 
Completed in 2007.  Refer to Exhibit 2 Tab 4 Schedule 4 p15. 

• Transformer Vault 2 
Completed in 2009.  Refer to Exhibit 2 Tab 4 Schedule 2 p30. 

• Transformer Vault 28 
Completed in 2009.  Refer to Exhibit 2 Tab 4 Schedule 2 p32. 

• Transformer Vault 12 and Circuit 103 
To be completed in 2010.  Refer to Exhibit 2 Tab 4 Schedule 7 p60. 

• Deteriorated Poles throughout distribution system. 
Numerous individual poles identified were completed successive years. 

 
2006 

• Same as 2005 
 
2007 

• Transformer Vault 10 
To be completed in 2010.  Refer to Exhibit 2 Tab 4 Schedule 7 p63. 

• Transformer Vault 2 
Completed in 2009.  Refer to Exhibit 2 Tab 4 Schedule 2 p30. 

• Transformer Vault 28 
Completed in 2009.  Refer to Exhibit 2 Tab 4 Schedule 2 p32. 

• Transformer Vault 12 and Circuit 103 
To be completed in 2010.  Refer to Exhibit 2 Tab 4 Schedule 7 p60. 

• Deteriorated Poles throughout distribution system. 
Numerous individual poles identified were completed successive years. 

 
2008 

• Same as 2007 
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2009 

• Transformer Vault 10 
To be completed in 2010.  Refer to Exhibit 2 Tab 4 Schedule 7 p63. 

• Transformer Vault 12 and Circuit 103 
To be completed in 2010.  Refer to Exhibit 2 Tab 4 Schedule 7 p60. 

• Transformer Vault 7 
To be completed in 2011.  Refer to Exhibit 2 Tab 4 Schedule 7 p12. 

• Substation No.11 Circuit Breakers 
To be completed in 2011.  Refer to Exhibit 2 Tab 4 Schedule 7 p4. 

• Deteriorated Poles throughout distribution system. 
Numerous individual poles identified. 

 
2010 

• Transformer Vault 7 
To be completed in 2011.  Refer to Exhibit 2 Tab 4 Schedule 7 p12. 

• Substation No.11 Circuit Breakers 
To be completed in 2011.  Refer to Exhibit 2 Tab 4 Schedule 7 p4. 

• Substation No.8 Transformer 
To be completed in 2011.  Refer to Exhibit 2 Tab 4 Schedule 7 p10. 

• Westdale 
To be completed in 2011.  Refer to Exhibit 2 Tab 4 Schedule 7 p20. 

• Deteriorated Poles throughout distribution system. 
Numerous individual poles identified. 
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Interrogatory #13 
Ref:   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. 
 
An updated kWh forecast using the most recent chartered bank forecasts for employment 
growth was provided in response to Energy Probe #12 (h). From that same forecast update, the 
corresponding demand and customer counts for the GS>50 class are displayed in the table 
below. 
 

Updated GS>50 Forecast Using Most Recent Employment Growth 
Year kW Customers 

2010F 711,803 347 
2011F 701,859 347 

 
2010 year to date demand and customers are displayed in the table below. 
 

GS>50 Class Actual Consumption and Customers, Jan-Oct 2010 
Billed kW Cust (Oct 2010) Cust (Avg) 
644,845 340 348 
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Interrogatory #14 
Ref:   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. 
 
It is difficult to say exactly how many employees the electric operations was reduced by during 
the amalgamation.  There was a voluntary exit package (VEP) offered in 1997 for full-time 
employees and employees were encouraged to take the package.  In total, 47 employees of the 
former Public Utilities Commission (PUC) took advantage of the VEP.  Of these 47, one was 
100% allocated to the electric department and another 11 would have worked a portion of 
their time for the electric department. 
 
At the time of incorporation in 2000, documents show there were 27 full-time and 16 shared 
employees for a full time equivalent of 35 employees involved in the electric department as 
compared to 44 at the end of 2009. 
 
Additional operating expenses for that period indicate a decline in personnel leading up to and 
following the amalgamation in 1998: 
 

Year Operating Expenses 

1995 $5,353,000 

1996 $5,185,000 

1997 $4,636,000 

1998 $5,373,000 

1999 $4,208,000 

2000 $4,513,000 

 
Note – 1998 was the year of the ice storm and it has been estimated this event incurred 
operating expenses that year by approximately $1,000,000. 
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Interrogatory #15 
Ref:   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. 
 
The table below provides an estimate of the amount that would have been shifted from 
capital and that the net effect on the 2011 opening balance for rate base would be to reduce 
it by $342,992:  

 

Description 2005 2006 2007 Impact on opening rate base 

1830 - Poles Towers & Fixtures (16,383) (120,220) (217,281) 

 (407,611) 

1835 - OH Conductors & Devices (10,760) (14,330) (28,637) 

Total decrease in capital assets (27,143) (134,550) (245,918) 

2010 depreciation expense change  1,086  5,382  9,837  

 64,619  

2010 depreciation expense change  1,086  5,382  9,837  

2010 depreciation expense change  1,086  5,382  9,837  

2010 depreciation expense change  1,086  5,382  4,918  

2010 depreciation expense change  1,086  2,691  
 2010 depreciation expense change  543  

  Total decrease in accumulated depreciation  5,971   24,219   34,429  

Total  (342,992) 
 

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. 
 
The Warehouse fee was a cost-recovery based fee.  100% of the $156,000 is the amount that 
would have been charged (i.e. debited) to capital, with the corresponding credit to the 
OM&A account 5085.  The amount included in the opening balance for rate base is 
$403,333. 
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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. 
 
Utilities Kingston pays the audit fees and then Kingston Hydro reimburses Utilities Kingston.  
Please find attached a copy of the final billing for Kingston Hydro for its 2008 and 2009 
audit.  These billings were consistent with the fee quotes received.  As described in the 
response to Board staff interrogatory #17, we were advised orally by the auditor that IFRS 
would increase audit fees. There was no accompanying correspondence.  
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Interrogatory #16 
Ref:  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. 
 
The Applicant submits that the explanation for the increase is set out in Exhibit 4/Tab 
3/Schedule 1/p6.  The 260% is the increase amount over the year 2006.  It is an OM&A 
expense because some of the work that is performed related to the replacement of the 
deteriorated poles is considered to be an operational expense in accordance with the OEB 
Accounting Procedures Handbook. 
 

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. 
 
The $160,000 in A/C 5020 does not directly relate to the $140,000 amount in A/C 5120.  The 
160,000 increase in account 5020 is attributable to what would have been coded 
(incorrectly) in the past to capital accounts 1830 and 1835, with amounts estimated at 
approximately $112,000 and $48,000 respectively from those accounts. 
 

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

 
Yes that is correct. 
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Interrogatory #17 
Ref:  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. 

 

Service City of Kingston 
FTE 

Allocated to 
Kingston Hydro 

Allocated to other 
Utilities Kingston 

business 
Information 
Systems Services 31.0 1.4 4.6 
Client Services 19.0 2.4 7.9 
Payroll Services 11.0 0.5 1.7 
Financial Services 26.0 1.0 3.3 
Legal Services 8.0 0.1 0.3 
Communications 9.0 0.3 0.8 

 

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. 

 
Please find attached a Table similar to table 1 showing full FTEs for all employees 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. 
 
The Applicant has no employees. 
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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: 
 
Confirmed. 
  
i) additional persons hired solely to provide services to the Applicant,  

 
From 2006-2011 there will have been 10 FTEs 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  
 
From 2006-2011 there have been 5.9 FTEEs allocated to the Applicant based on 22 
people hired to provide services to the Applicant as well as to provide other services for 
Utilities Kingston. 
 

iii) re-allocations of the time spent by existing persons working for the City or Utilities 
Kingston. 
 
From 2006 to 2011, there has been 6.27 FTEE reallocated to the Applicant based on re-
allocations of the time spent by existing persons working for 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. 
 
Confirmed. 
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Interrogatory #18 
Ref:   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. 
 

Vehicle # Description 2009 Rate 2010 Rate 2011 Rate 
009 UT - 2001 Ford Mini Van 10.5 10.5 5.25 
016 UT - 1991 Ford 5 TON 27.3 27.3 13.65 
017 UT - 1991 Ford 1 TON 18.9 18.9 9.45 
027 UT - 1992 Ford 5 TON 27.3 27.3 13.65 
038 UT - 1995 Ford 5 TON 27.3 27.3 13.65 
042 CC - GMC Van 18.9 18.9 9.45 
043 CC - GMC Van 18.9 18.9 9.45 
044 UT - 2008 Ford F450 27.3 27.3 13.65 
055 UT-2003 Ford F250 Truck 10.5 10.5 5.25 
056 UT-2003 Ford F250 Truck 10.5 10.5 5.25 
057 UT - 1998 Freightliner 8 TON 27.3 27.3 13.65 
058 UT-2004 FL Bucket Truck 27.3 27.3 13.65 
069 UT - 1997 Freightliner 8 TON 27.3 27.3 13.65 
075 UT - 2005 GMC Cargo Van 10.5 10.5 5.25 
083 UT - 2001 Ford MINI VAN 10.5 10.5 5.25 
093 UT - 2004 E350 Cube Van 10.5 10.5 5.25 
094 UT - 1997 Freightliner 5 TON 27.3 27.3 13.65 
106 UT-2005 Freightliner 16.8 16.8 8.4 

 
The vehicle rates were originally based on the Ministry of Transportation Chargeback 
Ontario Standard specifications for each type of equipment. The rates are adjusted each year 
to reflect the change in costs for materials due to inflation, fuel costs or other factors. 

 
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. 
 
The agreement for fleet services is included in the agreement provided at Exhibit 1 Tab 2 
Schedule 3 Attachment 4.  There has been no written change to this agreement. Utilities 
Kingston and the City of Kingston met on May 25, 2010 to discuss fleet services for Kingston 
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Hydro and agreed on the change noted in the application effective January 1, 2011.  There is 
no other documentation regarding the decision to change the relationship to provide 
maintenance services only. As noted in the application, the rate charged prior to 2011 
included the cost of capital replacements to which the City will utilize for the benefit of 
Kingston Hydro.  

 
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. 
  
The change is planned to be effective January 1, 2011.  The amount in the utility equipment 
reserve fund as at December 31, 2009 was $6.7 million. Based on an analysis of hours used 
by all utility vehicles, it was determined that Kingston Hydro vehicle usage was 36% of the 
total usage.  Therefore it was determined that 36% of the amount in the utility equipment 
reserve fund, or $2.4 million should be earmarked for the benefit of Kingston Hydro. 
 
The Applicant confirms 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. 
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Interrogatory #19 
Ref:   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. 
 
A copy of the Certificate of Passing of Resolution evidencing the indebtedness to the City has 
been provided at Exhibit 5 Tab 1 Schedule Attachment 3.  
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Interrogatory #20 
Ref:   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. 
 
Confirmed. 
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Interrogatory #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. 
 
Please find attached a presentation given to the Kingston Hydro Board of Directors on July 12, 
2010.  After the presentation and discussion, the Kingston Hydro Board of Directors then 
considered and approved the recommendation included in the attached Report # KH10-10.  
There have been no updates provided to the Board of Directors with respect to budgets since 
July 12, 2010.  
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