= s

November 15, 2010

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

P.0. Box 2319

2300 Yonge Street, 27" Floor
Toronto, ON

M4P 1E4

Dear Ms. Walli,

RE: Kingston Hydro Corporation
EB-2010-0136 Cost of Service Rate Application

Responses to Energy Probe Research Foundation Interrogatories

Pursuant to the Board’s Procedural Order No. 1, issued on October 12, 2010, please
find attached Kingston Hydro Corporation responses to Energy Probe
interrogatories (dated October 29, 2010) for this rate proceeding which have been
filed electronically through the Board’s RESS filing system and emailed to
intervenors listed in Appendix “A” of the Order.

Respectfully submitted,

M

J.A. Keech, President & CEO
Kingston Hydro Corporation

Copy: Andrew Taylor, Energy Law (by email)
Energy Probe Research Foundation, Randy Aiken (by email)
School Energy Coalition, Jay Shepherd (by email)
Vulnerable Energy Consumers Coalition, Michael Buonaguro (by email)
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

IN THE MATTER OF the Ontario Energy board Act, 1998,
S.0. 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
ENERGY PROBE RESEARCH FOUNDATION



Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 1
Ref: Exhibit 1, Tab 1, Schedule 4, page 7

At lines 11 through 12, Kingston indicates that it has increased the fixed rate component for
residential customers to the maximum allowed by the cost allocation study in order to
achieve revenue certainty.

Please comment on whether this increase in revenue certainty should be reflected in a lower
return on equity to reflect the reduction in forecast risk to the company.

Kingston Hydro relies on the Board's methodology for establishing return on equity. Unless and

until that methodology is amended by the Board, Kingston Hydro does not believe that it would
be appropriate to depart from the Board's methodology.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 2
Ref: Exhibit 1, Tab 4, Schedule 3, page 2

The evidence at lines 5 through 11 indicates that Kingston has adjusted its amortization
expense for the years 2005 through 2009 to reflect the half year rule for assets in the year of
acquisition.

a) Was the amortization expense for assets added in 2004 based on the half year or full year
methodology?

Amortization expense for assets added in 2004 was based on full year methodology.

b) How was the amortization expense related to additions in the test year that was included
in the 2006 revenue requirement calculated?

Amortization expense related to additions in the 2004 that was included in the 2006 revenue
requirement was calculated based on the full year methodology.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interroqatory # 3
Ref: Exhibit 1, Tab 4, Schedule 7

a) Have any of the loans to be secured in 2010 been obtained as of the current date? If yes,
please provide details.

There have been no loans secured as of the current date.

b) How has Kingston financed the 2009 capital expenditures if the $2,250,000 will only be
borrowed in late 2010?

Kingston in fact financed the 2009 capital expenditures by way of an interest only, short
term borrowing in late 2009.

¢) Has Kingston investigated the opportunity to borrow funds from Infrastructure Ontario? If
not, why not?

Kingston Hydro has had preliminary discussions with Infrastructure Ontario as it relates to
financing capital projects, in particular the Smart Meter implementation. No monies have

been borrowed from Infrastructure Ontario as of the current date.

d) Please provide the current interest rate applicable on a 20 year loan from Infrastructure
Ontario.

The current interest rate applicable on a 20 year loan from Infrastructure Ontario is 4.29%.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 4
Ref: Exhibit 1, Tab 4, Schedule 10, Attachment 1

a) Please explain the figures in the third through sixth columns of the Revenue
Sufficiency/Deficiency sheet in the revenue requirement work book. In particular, why are
some of the numbers different in these columns relative to the two columns shown under
the Initial Application columns?

Columns one and two in sheet “5.Rev_Suff Def” of the Revenue Requirement Work form
(RRWF) relate to the Initial Application and these columns are dependent upon column one
initial application inputs provided by Kingston Hydro in the “A.Data_Input_Sheet”. Some of
the numbers in columns three through six of the “5.Rev_Suff Def” sheet are different
relative to the two columns shown under the Initial Application columns in this sheet
because three through six require additional future inputs from the “A. Data_Input_Sheet”
that relate to end of discovery, or Argument-in-chief, or outcome of Settlement Process, or
Board decision. More specifically, columns three and four “5.Rev_Suff Def” sheet figures
relate to end of discovery or Argument-in-chief or outcome of any Settlement Process.
Columns five and six figures of the “5.Rev_Suff Def” sheet relate to the Board Decision.

b) Please explain the figures in the second through third columns of the Revenue Requirement
sheet in the revenue requirement work book. In particular, why are some of the numbers
different in these columns relative to the first column shown under the Application
columns?

Column one in sheet “6. Rev_Reqt” of the Revenue Requirement Work form (RRWF) relates
to the Initial Application and this column is dependent upon column one initial application
inputs provided by Kingston Hydro in the “A.Data_Input_Sheet”. Some of the numbers in the
second and third columns of the “6_Rev_Reqt” sheet are different relative to the first
column shown under the Application column in this sheet because columns two and three
require additional future inputs from the “A. Data_lnput_Sheet” that relate to end of
discovery, or Argument-in-chief, or outcome of Settlement Process, or Board decision. More
specifically, column two “6.Rev_Reqt” sheet figures relate to end of discovery or Argument-
in-chief or outcome of any Settlement Process. Column three figures of the “6.Rev_Reqt”
sheet relate to the Board Decision.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interroqatory # 5

Ref: Exhibit 2, Tab 1, Schedule 2, Attachment 1 & Exhibit 1, Tab 4, Schedule 3

a) Does the Rate Base Trend Table include net assets based on the half year rule for

depreciation for assets added in the current year for 2005 through 2010 as indicated in
Exhibit 1, Tab 4, Schedule 3, page 2?

The Rate Base Trend Table includes net assets based on the half year rule for depreciation.

b) How was the depreciation expense for 2006 calculated as part of the 2006 Approved EDR?

c

If the depreciation expense for 2006 was based on the 2004 depreciation cost, please
indicate if the 2004 expense used the half year, full year or some other methodology for
assets added in 2004.

Amortization expense for 2006 that was included in the 2006 revenue requirement was
calculated based on the full year methodology.

Amortization expense related to additions in the 2004 that was included in the 2006 revenue
requirement was calculated based on the full year methodology.

If the 2004 depreciation expense did not use the half year rule for 2004, please provide a
revised rate base trend table showing the net capital assets using the same method for
calculating depreciation in the years 2005 through 2010 as used in 2010. Please use the
half year rule for the 2011 test year.

Please find attached a revised rate base trend table showing the net capital assets using the
same method for calculating depreciation in the years 2005 through 2010 as used in 2004.
The half year rule was used for the 2011 test year.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 6
Ref: Exhibit 2, Tab 3, Schedule 1, Attachment 1

a) Please explain the wide fluctuation in contributions and grants between 2007 (5124,494),
2008 (5298,831) and 2009 (594,096).

Contributions and grants in USofA Account 1995 typically come from the following sources:

1. Capital contributions arising from an economic evaluation for additional upstream system
capacity. For example, an economic evaluation for a new electrical connection or an
upgrade to an existing electrical connection.

2. System modifications initiated by a third party that are not normally covered under
existing rates. For example, a developer requesting existing overhead power lines to be
relocated or buried would pay the incremental cost to undertake this work.

The Applicant's service territory is largely built out and as such there is little to no new
“suburban development”. The wide fluctuations in contributions and grants is attributed to
unpredictable activity of third-parties due to the type of development occurring in a largely
built out urban environment.

b) Please explain why no contributions and grants have been forecast for 2010 and 2011. If
the contributions and grants have been reflected through the use of net figures in other
accounts, please provide tables for 2010 and 2011 that show the gross asset additions
separately from the contributions and grants.

No contributions and grants have been included in USofA Account 1995 because the
contributions and grants have been reflected through the use of net figures in other
accounts. If Kingston Hydro receives contributions and grants from 3" parties, then it has the
effect of increasing total gross asset additions with an offsetting capital contribution, thus
keeping net fixed asset additions of $4,513,000 and the resultant rate base for 2011
consistent to that which was filed in our application. Net Capital costs were provided in the
description for the Princess Street Reconstruction project noted in the 2010 list of Capital
Projects (refer to project description on pages 47 to 50 in Exhibit 2 Tab 4 Schedule 7).
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The Gross Capital Costs
(2010) are as follows:

Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

and Cost Apportioning for Princess Street Reconstruction Project

City Kingston Hydro Gross

(Net Total) Total
Labour and Vehicles $15,000 $60,000 $75,000
Materials $29,000 $237,000 $266,000
Contracts $256,000 $858,000 $1,114,000
Total $300,000 $1,155,000 $1,455,000

Filing Net Capital costs in this instance should have no net effect on the capital project
forecasts. The USofA accounts will be reconciled prior to filing actual contributions and

expenditures at year end.
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Kingston Hydro Corporation
EB-2010-0136
Responses to EProbe Interrogatories
Filed: 15 November, 2010

c) Is the 2010 forecast for all accounts based on the most recent year-to-date actual data

available? If not, please update the 2010 project to reflect the most recent information

available and the forecast for the remainder of the year.

The forecast provided at Exhibit 2 Tab 3 Schedule 1 Attachment 1 is not based on 2010
actuals. The table below provides an update on capital expenditures for 2010:

(A) (B) ©) (D) (A-D)
4™ Qtr 2010 End Variance
Actuals As Forecast of Year from
Project Budget of Sep 30 Forecast budget
Princess St. Reconstruction $1,155,000 $752,330 $0 $752,330 ($402,670)
Princess St. Condition Assessment $25,000 $0 $25,000 $25,000 $0
Hydro One Incremental Cost for
Gardiner TS Expansion $609,000 $0 $609,000 $609,000 $0
Barrie St. Reconstruction $176,000 $169,075 $10,000 $179,075 $3,075
Transformer Vault 12 (TV12) & Circuit
103 $430,000 $36,996 $393,000 $429,996 ($4)
Transformer Vault 10 (TV10) $63,000 $7,164 $56,000 $63,164 $164
Transformer Vault 13 (TV13) $30,000 $0 $30,000 $30,000 $0
Transformer Vault 5 (TV5) $22,000 $0 $22,000 $22,000 $0
Annual Substation Battery
Replacement $60,000 $0 $60,000 $60,000 $0
Annual Overhead & Underground
Services $60,000 $49,798 $15,000 $64,798 $4,798
Annual Underground Cable Rebuilds $100,000 $0 $0 $0 ($100,000)
Annual Overhead Line Rebuilds $1,015,000 $933,937 $320,000 | $1,253,937 $238,937
Distribution System Modeling $80,000 $0 $80,000 $80,000 $0
Annual RFP for Structural
Engineering Services $20,000 $0 $20,000 $20,000 $0
Enterprise Asset Management
System Implementation $125,000 $62,516 $0 $62,516 ($62,484)
SCADA $98,000 $12,027 $86,000 $98,027 $27
Meters $263,000 $217,302 $70,000 $287,302 $24,302
Tools & Equipment $115,000 $41,142 $100,000 $141,142 $26,142
Fairway Hills — Poletrans
Replacement (from 2011 Projects) $110,000 $110,000 $110,000
Transformer Vault 37 (TV37) $20,000 $20,000 $20,000
Transformer Vault 51 (TV51) $60,000 $60,000 $60,000
Benson St. Transformer and Cabling $40,000 $40,000 $40,000
Other $0 $18,112 $5,000 $23,112 $23,112
Total $4,446,000 | $2,300,399 | $2,131,000 | $4,431,399 ($14,601)
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

d) Has Kingston received any contributions and grants on actual year-to-date basis for 2010?
If yes, please provide the amount.

Yes, the total amount of contributions and grants recorded in USofA Account 1995 from
January 1%, 2010 to September 30", 2010 is $698,375.43. This total includes two significant
contributions; a $300,000 contribution from the City of Kingston for system modifications
under the Princess Street Reconstruction project (refer to the response to part b above of
this interrogatory for further details) and a $333,188.92 supplementary capital contribution
from a retail development triggered by a shortfall in revenue as a result of a delay in new
commercial connections originally forecast by the developer.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 7
Ref: Exhibit 2, Tab 4, Schedule 1, Attachment 1

a) Please confirm that the net book value figures shown in Attachment 1 of Exhibit 2, Tab 4,
Schedule 1 were used to calculate the rate base figures shown in Exhibit 2, Tab 1, Schedule
2, Attachment 1.

Kingston Hydro confirms that the net book value figures shown in Attachment 1 of Exhibit 2,
Tab 4, Schedule 1 were used to calculate the rate base figures shown in Exhibit 2, Tab 1,
Schedule 2, Attachment 1.

b) Please confirm that the net book value figures shown in Attachment 1 of Exhibit 2, Tab 4,
Schedule 1 only include assets that were used and useful and in service and that the figures
do not include the value of any construction work in progress.

Kingston Hydro confirms that the net book value figures shown in Attachment 1 of Exhibit 2,
Tab 4, Schedule 1 only include assets that were used and useful and in service and these
figures do not include the value of any construction work in progress.

c) What are the current year-to-date expenditures in 2010 for meters?

The year to date expenditures for meters as of September 2010 is $217,000.

d) Please explain the significant increase in services (OH & UG) additions from 562,850 in
2009 to $130,000 in 2010 and $150,000 in 2011.

The increased amount is due to anticipated work in services triggered by deteriorated pole
replacement projects, and the predominantly residential areas that are being targeted for
inspection.

e) What are the current year-to-date expenditures in 2010 for services (OH & UG)?

Current expenditures as of September 30, 2010 are $56,080.

EProbe - Page 13



Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

f) Capital expenditures on Tools, Shop & Garage Equipment have ranged from $15,000 to
$35,000 in 2007 through 2009. Please explain the jump to $90,000 in 2010 and to $133,000
in 2011.

The capitalization policy sets the threshold for capital at $1,000, while for previous years, the
threshold was $10,000. Consequently, many more items that in previous years would have
been charged as an operating expense will now be charged as a capital expenditure.
Accounts 5025 and 5045 reflect the decrease on the operating expenditures in correlation to
the increase on the capital expenditures. Also, the Applicant is planning on increasing the
purchasing of tools and equipment for various purposes including improving on-site
emergency lighting, addressing ergonomic issues, replacing worn and ineffective tools,
improving confined space safety, improving arc-flash safety, etc.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 8
Ref: Exhibit 2, Tab 4, Schedule 7, page 51

a) Has Kingston received any further information confirming the additional costs of $609,000
from Hydro One? If yes, please provide the details.

b) Has Kingston received any explanation from Hydro One for the increase from $351,000
capital contribution to $960,000?

Response for (a) and (b):

Kingston Hydro has been recently advised by Hydro One that the following circumstances
contributed to the increase in cost of the Gardner TS expansion:

e The transformers were sourced from an alternate factory resulting in a significant
increase in the cost of the transformers.

e The assumptions and orientation for foundation and bus work used in the original
estimate were determined to be inadequate. The required revisions contributed
significantly to the cost increase.

e Grounding requirements were initially assumed without the benefit of a ground potential
rise study. When the study was actually completed, it was revealed that the
required grounding system was considerably more robust than originally assumed.

Kingston Hydro reminded Hydro One about the need for a final calculation of the capital
contribution on November 2, 2010, and is awaiting a response.
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Interroqatory # 9

Ref: Exhibit 2, Tab 4, Schedule 7, pages 45-75

For each 2010 project listed, please confirm that the project is already in service or is still
forecast to be in service before the end of 2010. If one or more projects are now forecast to

Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories

Filed: 15 November, 2010

be in service after the end of 2010, please identify the project(s) and the associated cost(s).

Project

In-Service Status

Princess St. Reconstruction

In-Service

Princess St. Condition Assessment

Expected to be in-service in 2010

Hydro One Incremental Cost for Gardiner TS
Expansion

In-Service (yet to receive invoice from Hydro One)

Barrie St. Reconstruction

Expected to be in-service in 2010

Transformer Vault 12 (TV12) & Circuit 103

Expected to be in-service in 2010

Transformer Vault 10 (TV10)

Expected to be in-service in 2010

Transformer Vault 13 (TV13)

Expected to be in-service in 2010

Transformer Vault 5 (TV5)

In-Service

Annual Substation Battery Replacement

Expected to be in-service in 2010

Annual Overhead & Underground Services

Expected to be in-service in 2010

Annual Underground Cable Rebuilds

Expected to be in-service in 2010

Annual Overhead Line Rebuilds

Expected to be in-service in 2010

Distribution System Modeling

Expected to be in-service in 2010

Annual RFP for Structural Engineering Services

Expected to be in-service in 2010

Enterprise Asset Management System
Implementation

Not expected to be in-service in 2010. Amount
$125,000

SCADA

Expected to be in-service in 2010

Meters

Expected to be in-service in 2010

Tools & Equipment

Expected to be in-service in 2010
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interrogatory # 10
Ref: Exhibit 3, Tab 1, Schedule 1, page 1

At lines 4 and 5 it is stated that annual energy consumption has been weather normalized
using the most recent 10-year average from 2000 to 20089.

a) Does this mean that Kingston has provided normalized actual energy consumption for each
year over the period 2000 to 2009 based on the average of heating and cooling degree
days over the 2000 through 2009 period or has Kingston simply used the average of the
heating and cooling degree days over the 2000 through 2009 period to forecast the 2010
and 2011 annual energy consumption?

The reference at lines 4 and 5 at Exhibit 3, Tab 1, Schedule 1, page 1 should read that annual
energy consumption has been weather normalized using the most recent 10 year average
HDD and CDD from 2000 to 2009, consistent with the description on page 2 of Exhibit 3, Tab
1, Schedule 2, Attachment 1.

b) If Kingston has estimated the normalized actual energy consumption for 2000 through
2009, please provide a table that shows for each year the actual energy consumption, the
normalized energy consumption, the actual heating degree days, the normal heating
degree days, the actual cooling degree days and the normal cooling degree days.

Kingston Hydro has estimated the normalized historical energy consumption for 2003

through 2009 and this is displayed in Table 4 on page 10 of Exhibit 3, Tab 1, Schedule 2,
Attachment 1.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interroqgatory # 11
Ref: Exhibit 3, Tab1, Schedule 1

a) Are the customer figures shown in Attachment 1, year end customer counts or the average
number of customers for the year?

Other than the 2006 EDR Approved figures, the customer numbers reported in Attachment 1
of Exhibit 3, Tab 1, Schedule 1 are annual average numbers.

b) The figures in Attachment 1 show that the number of GS < 50 kW customers forecast for
2010 shows a decline of 17 customers, followed by a reduction of 7 more customers in 2011
despite a reduction of only 3 customers in 2009 as compared to 2008. Please explain.

The 2008 average customer numbers for this class reflect an increase due to a
reclassification of GS>50 kW customers to this class in late 2007. Historically, this class has
been losing customers. The referenced attachment shows a drop of 68 customers in 2006
compared to 2005, and a drop of 40 customers in 2007 compared to 2006, on an annual
average basis. In 2009, there was a drop of 35 customers between March and December.
This class has lost customers due to the fact that commercial activity has been relocating to
higher growth areas outside of Kingston Hydro’s service territory. This is confirmed by the
2010 year-to-date (Jan-Oct) average customer count in this class, which is 3,243.
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Interroqatory # 12
Ref: Exhibit 3, Tab 1, Schedule 2, Attachment 1 & Exhibit 3, Tab 2, Schedule 1, Attachment 1

a) Please provide a live Excel spreadsheet with all the historical data for each of the
equations shown on pages 4 and 5. Please also include the forecast of the explanatory
variables used in the forecasts.

Attached, as requested.

b) Please provide a definition for the variable named "GSTItCust" and explain how it is
forecast.

The variable named “GSIt50Cust” is simply the number of customers in the GS<50 kW class.
A discussion of how it is forecast is contained in section 2.4 of Exhibit 3, Tab 1, Schedule 2,
Attachment 1, page 12.

¢) Please include in the live Excel spreadsheet for the residential equation the number of
residential customers.

Provided in response to part (a).

d) Please provide the regression statistics for the two customer equations shown on page 12
in the same level of detail as the equations shown on pages 4 and 5.

Statistics provided below, as requested. Please note that Durbin-Watson Statistic is
unavailable as these results were computed in Microsoft Excel and this program does not
report that result.

OLS, using observations 2007:10-2009:12 (T = 27)
Dependent variable: Monthly GS < 50 kW Customers

Variable Coefficient t-statistic p-value
const 3029.181 81.94 6.73E-31
Time -0.894 -4.84 6.15E-05
FTE(-7) 4.048 6.78 5.16E-07

Unadjusted R®=0.724824
Adjusted R?* = 0.701892
F-statistic (2,24) = 31.60843 (p-value = 1.89E-07)
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OLS, using observations 2007:10-2009:12 (T = 27)
Dependent variable: Monthly GS > 50 kW Customers

Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Variable Coefficient t-statistic p-value
const 230.0 7.42 1.17E-07
Time -0.192 -1.31 0.204079
FTE(-2) 1.98 3.98 0.000561

Unadjusted R* = 0.410717
Adjusted R? = 0.36161
F-statistic (2,24) = 8.36 (p-value = 0.001753)

e) How does the GS>50 customer forecast factor into the revenue forecast since it is not
included as an explanatory variable in the corresponding volumetric equation?

It is used to forecast the number of customers in the GS>50 kW class.

f) Please provide the data used to estimate the equations noted in part (d) above in a live
Excel spreadsheet, including the forecast of the explanatory variables used to forecast the
customer counts.

Provided in response to part (a).

g) Please update the employment forecast shown in Table 3 to reflect the most recent
forecasts available from each of the four banks shown.

An update to Table 3 is provided below:

Employment Forecast — Ontario
(figures in annual percentage change)

BMO RBC Scotia D Avg

(Oct 29, 2010) (Sept 2010) | (Jun 16, 2010) (Sept

,2010)
2010 1.7 1.9 1.2 1.9 1.7
2011 1.2 2.4 1.5 1.3 1.6
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

h) Please update the forecasts for 2010 and 2011 shown in Table 4 and Table 7 to reflect the
impact of the updated employment forecasts, including any change related to the forecast
of the GS>50 and GS<50 customers using the equations shown on page 12.

Please find an updated version of Table 4 below incorporating the updated bank forecasts

from part (g) as well as the updated GS<50 customers resulting from the updated

employment forecasts.

Revised Table 4 - Weather Corrected Consumption for Kingston Hydro Updated for
Recent Employment Forecasts in EP#12, part (g).
10-yr (1998-2007)
Year Actual residential kWh %chg Weather Normal %chg
2003 210,236,683 208,832,279
2004 202,169,320 -3.8% 204,847,151 -1.9%
2005 213,231,097 5.5% 203,968,986 -0.4%
2006 203,419,312 -4.6% 204,822,743 0.4%
2007 205,361,403 1.0% 203,314,789 -0.7%
2008 197,176,338 -4.0% 202,751,519 -0.3%
2009 196,461,750 -0.4% 197,832,202 -2.4%
2010F 196,229,778 -0.8%
2011F 194,606,362 -0.8%
Year Actual GS<50 kWh %chg Weather Normal %chg
2003 96,605,505 95,876,675
2004 90,968,331 -5.8% 91,635,584 -4.4%
2005 92,393,785 1.6% 90,288,114 -1.5%
2006 87,257,190 -5.6% 89,635,450 -0.7%
2007 87,931,681 0.8% 88,489,938 -1.3%
2008 93,970,050 6.9% 94,299,138 6.6%
2009 93,350,687 -0.7% 92,095,753 -2.3%
2010F 92,321,498 0.2%
2011F 93,096,784 0.8%
Year Actual GS>50 kWh %chg Weather Normal %chg
2003 297,965,658 291,895,627
2004 282,637,528 -5.1% 282,767,911 -3.1%
2005 280,428,685 -0.8% 280,809,108 -0.7%
2006 281,992,976 0.6% 282,846,489 0.7%
2007 275,557,420 -2.3% 279,434,528 -1.2%
2008 274,569,665 -0.4% 278,202,304 -0.4%
2009 270,117,290 -1.6% 266,919,070 -4.1%
2010F 263,289,135 -1.4%
2011F 259,610,762 -1.4%
Year Actual LU kWh %chg Weather Normal %chg
2003 128,577,309
2004 143,975,782 12.0%
2005 152,356,156 5.8% 148,984,951
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Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Revised Table 4 - Weather Corrected Consumption for Kingston Hydro Updated for
Recent Employment Forecasts in EP#12, part (g).
2006 152,420,284 0.0% 150,405,793 1.0%
2007 150,723,902 -1.1% 150,931,146 0.3%
2008 150,640,722 -0.1% 151,814,695 0.6%
2009 148,002,869 -1.8% 151,046,565 -0.5%
2010F 151,536,099t 0.3%
2011F 152,017,673t 0.3%

tNote: In answering this interrogatory, it has been discovered that the load forecast
originally filed for the LU class contained an error. In forecasting the 2010 and 2011 volumes,
values for explanatory variables DFEB, DAPR, and DDEC were not carried forward to 2010
and 2011 resulting in an overestimate of class consumption. The correct values for LU class
kWh and kW that should have been filed using the information available at the time are
displayed in the table below. The LU class kWh values for revised Table 4 displayed above
are calculated correctly. Historical normalized values for the class are unaffected by this
error.

Corrected LU Class Normalized Forecast

Year kWh %chg kW %chg

2010F | 151,333,121 | 0.2% | 296,397 | 0.2%

2011F | 151,922,154 | 0.4% | 297,550 | 0.4%

Please update the 2011 revenue forecast using current distribution charges as found in
Attachment 1 of Exhibit 3, Tab 2, Schedule 1 to reflect the revised forecast from part (h)
above.

Please find an updated 2011 revenue forecast below using current distribution charges as
found in Exhibit 3/Tab 2/Schedule 1/Attachment 1 to reflect the revised forecast from part
(h) above.

EProbe - Page 22



Kingston Hydro Corporation

EB-2010-0136
Responses to EProbe Interrogatories
Filed: 15 November, 2010

Ex 3/Tab 2/Sch 1/Att 1 Updated to reflect the revised 2011 forecast from part 12(h) re: revised Table 4
Pro-forma Revenue from Current Distribution Charges

2011 PROJECTED REVENUE FROM EXISTING VARIABLE CHARGES

Variable Gross Transform. | Transform. | Transform. Net
Customer Class Name Distribution per Volume Variable | Allowance Allowance | Allowance Variable
Rate Revenue Rate kW's $'s Revenue
Residential $0.0124 kWh 194,606,362 | 2,413,119 $0.00 0 2,413,119
General Service Less Than 50 kW $0.0097 kWh 93,096,784 903,039 $0.00 0 903,039
General Service 50 to 4,999 kW $1.6891 kw 700,287 | 1,182,855 ($0.60) 237,769 (142,661) 1,040,193
Large Use $0.8371 kw 297,550 249,079 ($0.60) 109,658 (65,795) 183,284
Unmetered Scattered Load $0.0118 kWh 2,275,040 26,845 $0.00 0 26,845
Street Lighting $3.9127 kw 11,336 44,354 ($0.60) 0 0 44,354
TOTAL VARIABLE REVENUE 4,819,291 347,427 (208,456) 4,610,835
2011 PROJECTED DISTRIBUTION REVENUE AT EXISTING RATES
Customer Class Name Fixed Customers Cilzfgde Variable TOTAL % Fixed % Variable % Total
Rate (Connections) Revenue Revenue Revenue Revenue Revenue
Residential $10.1200 23,386 2,839,996 | 2,413,119 5,253,115 54.06% 45.94% 55.04%
General Service Less Than 50 kW $23.3900 3,242 909,965 903,039 1,813,003 50.19% 49.81% 19.00%
General Service 50 to 4,999 kW $234.1000 346 971,983 | 1,040,193 2,012,177 48.31% 51.69% 21.08%
Large Use $3,864.2700 3 139,114 183,284 322,398 43.15% 56.85% 3.38%
Unmetered Scattered Load $9.7000 164 19,090 26,845 45,935 41.56% 58.44% 0.48%
Street Lighting $0.8600 5,155 53,200 44,354 97,554 54.53% 45.47% 1.02%
DISTRIBUTION REVENUE 4,933,347 4,610,835 9,544,182 51.69% 48.31% 100.00%

j) For each class shown in Table 4 in Attachment 1, where the normalized 2009 kWhs are
different than the actual 2009 kWhs, please provide all the calculations that result in the
normalized figures provided. Please also provide a written explanation of how the 2009

normalized figures were determined.

A detailed description of the process to calculate the normalized values has been provided in

Attachment 1 including data and the equations used. An illustration of the calculations for

2009 are shown in the table below for each class, as requested.

Residential

const
HDD
CDD
time
FTE

mooOw>

EProbe - Page 23

5915460
15239
20800.5
-20093.7
104965

Month
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09

Aug-09
Sep-09
Oct-09
Nov-09
Dec-09

2009

' A6=A1+B1*A2+C1*A3+D1*A4+E1*A5; B6=A1+B1*B2+C1*B3+D1*B4+E1*B5, etc..

2 3
Norm HDD Norn CDD
793.26 0
695.25 0
584.53 0
342.28 0.97
169.18 5.77
43.58 46.81
8.39 82.37
13.71 85.65
81.21 22.48
284.46 1.57
439.45 0
685.87 0

4 5 6
Time FTE Norm kWh'
73 61.8 23,023,946
74 61.1 21,436,802
75 60.1 19,624,482
76 59.9 15,911,924
77 60.8 13,448,270
78 61.9 12,483,272
79 63.2 12,803,038
80 63.8 12,995,221
81 63.3 12,637,309
82 62.6 15,206,128
83 60.7 17,315,837
84 59.7 20,945,973
197,832,202



Kingston Hydro Corporation
EB-2010-0136

Responses to EProbe Interrogatories
Filed: 15 November, 2010

GS<50 kW 1 2 3 4 5 6 7

Month Norm HDD Norn CDD Cust FTE Peak days Norm kWh?

A const -18960400 Jan-09 793.26 0 3,262 61.8 21 8,961,711
B HDD 3328.19 Feb-09 695.25 0 3,265 61.1 19 8,462,535
C CDD 10443.8 Mar-09 584.53 0 3,290 60.1 22 8,299,378
D GS<50 Cust 5402.92 Apr-09 342.28 0.97 3,289 59.9 20 7,360,740
E FTE 104154 May-09 169.18 5.77 3,284 60.8 20 6,901,484
F Peak days 58140.4 Jun-09 43.58 46.81 3,268 61.9 22 7,056,481
Jul-09 8.39 82.37 3,268 63.2 22 7,446,143

Aug-09 13.71 85.65 3,261 63.8 20 7,406,496

Sep-09 81.21 22.48 3,260 63.3 21 6,972,075

Oct-09 284.46 1.57 3,248 62.6 21 7,292,407

Nov-09 439.45 0 3,247 60.7 21 7,588,551

Dec-09 685.87 0 3,255 59.7 21 8,347,752

2009 92,095,753

2 A7T=A1+B1*A2+C1*A3+D1*A4+E1*A5+F1*A6; B7=A1+B1*B2+C1*B3+D1*B4+E1*B5+F1*BS6,

etc..
GS>50 kW 1 2 3 4 5 6
Month Norm HDD Norn CDD Time FTE Norm kwh?
A const 6739720 Jan-09 793.26 0 73 61.8 26,400,158
B HDD 10139.5 Feb-09 695.25 0 74 61.1 25,190,955
C CDD 33913.8 Mar-09 584.53 0 75 60.1 23,780,221
D time -45895.2 Apr-09 342.28 0.97 76 59.9 21,262,490
E FTE 242193 May-09 169.18 5.77 77 60.8 19,842,207
Jun-09 43.58 46.81 78 61.9 20,181,025
Jul-09 8.39 82.37 79 63.2 21,299,147
Aug-09 13.71 85.65 80 63.8 21,563,747
Sep-09 81.21 22.48 81 63.3 19,938,837
Oct-09 284.46 1.57 82 62.6 21,075,122
Nov-09 439.45 0 83 60.7 22,087,337
Dec-09 685.87 0 84 59.7 24,297,824
2009 266,919,070
® A6=A1+B1*A2+C1*A3+D1*A4+E1*A5; B6=A1+B1*B2+C1*B3+D1*B4+E1*B5, etc..
Large User 1 2 3 4 5 6 7
Month Norm CDD FTE DFEB DAPR DDEC Norm kwh?*
A const 9939530 Jan-09 0 61.8 0 0 0 12,399,139
B CDD 18166.1 Feb-09 0 61.1 1 0 0 11,619,400
C FTE 39799.5 Mar-09 0 60.1 0 0 0 12,331,480
D DFEB -751879 Apr-09 0.97 59.9 0 1 0 11,641,277
E DAPR -699864 May-09 5.77 60.8 0 0 0 12,464,158
F DDEC -645860 Jun-09 46.81 61.9 0 0 0 13,253,474
Jul-09 82.37 63.2 0 0 0 13,951,200
Aug-09 85.65 63.8 0 0 0 14,034,665
Sep-09 22.48 63.3 0 0 0 12,867,212
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Oct-09 157 62.6 0 0 0 12,459,499
Nov-09 0 60.7 0 0 0 12,355,360
Dec-09 0 59.7 0 0 1 11,669,700
2009 151,046,565

* A7=A1+B1*A2+C1*A3+D1*A4+E1*A5+F1*A6; B7=A1+B1*B2+C1*B3+D1*B4+E1*B5+F1*B6,
etc..

k) Please explain why some of the 2009 normalized figures are higher than the actual
volumes while other normalized figures are lower than the actual volumes.

This is the result of different sensitivity to heating and cooling in each of the classes.

I) Please explain how the actual 2009 kWh figures are used in the calculation of the
normalized 2009 figures discussed in part (e) above.

Kingston Hydro was unsure which normalized kWh calculation is being referred to in part (e),
since part (e) of this question refers to the GS>50 kW class customer forecast. Upon seeking
further clarification from Energy Probe, the question was clarified as the following: "Please
show the calculation of the weather normal figures shown in Table 4 of Exhibit 3, Tab 1,
Schedule 2, Attachment 1, and explain how the actual 2009 kWh figures are used in the
calculation of the normalized 2009 figures." The calculation of 2009 weather normal figures
shown in Table 4 of Exhibit 3, Tab 1, Schedule 2, Attachment 1 is outlined in detail in
response to part (j) of this question. The actual 2009 kWh figures are used to determine the
regression coefficients of the multiple regression model used to determine normalized kWh,
but are not utilized directly in the calculation, per se.
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m)Please fill in the following table based on the formula and example for 2009 provided to
calculate the normalization adjustment (the formula for the other weather sensitive rate
classes would use the corresponding equation coefficients).

The table, as requested, is provided below.

Service 2009 Actual Normalization Adjustment Normalized kWh per
Class kWh (EP) EP
Residential 196,461,750 1,029,777 197,491,527
GS<50 93,350,687 737,226 94,087,913
GS>50 270,117,290 2,427,991 272,545,281
Large Use 148,002,869 1,577,181 149,580,050

(1) (Normal heating degree days - Actual heating degree days) x 3,328.19 + (Normal
cooling degree days - Actual cooling degree days) x 10,443.8

(2) (4,141.17 - 4,192.1) x 3,328.19 + (245.62 - 158.8) x 10,443.8 = -169,504.7 +
906,730.7 = 737,226

n) Based on the methodology illustrated above in part (l), please provide the weather normal
figures for each rate class shown in Table 4 for each year from 2003 through 2009. Please
also provide a revised Table 8 showing the normal average use per customer based on the
revised normalized actual figures.

Kingston Hydro was unclear as to which methodology is being referred to in part (I). Upon
seeking further clarification from Energy Probe, our understanding is that Energy Probe is
requesting the calculation based on the methodology suggested in part (m). The results are
provided in the tables below.

Residential
Year Actual kWh  Normalization Adjustment (EP) Normalized kwh per EP
2003 210,236,683 -4,678,235 205,558,448
2004 202,169,320 -1,271,302 200,898,018
2005 213,231,097 -4,457,591 208,773,507
2006 203,419,312 5,957,041 209,376,353
2007 205,361,403 458,214 205,819,617
2008 197,176,338 1,274,054 198,450,392
2009 196,461,750 1,029,777 197,491,527
GS<50
Year Actual kWh  Normalization Adjustment (EP) Normalized kwh per EP
2003 96,605,505 -1,050,521 95,554,984
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2004
2005
2006
2007
2008
2009

GS>50
Year
2003
2004
2005
2006
2007
2008
2009

Year
2003
2004
2005
2006
2007
2008
2009

90,968,331
92,393,785
87,257,190
87,931,681
93,970,050
93,350,687

Actual kwh
297,965,658
282,637,528
280,428,685
281,992,976
275,557,420
274,569,665
270,117,290

Actual kwh

152,356,156
152,420,284
150,723,902
150,640,722
148,002,869
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278,339
-1,790,113
1,265,727
-110,473
516,180
737,226

Normalization Adjustment (EP)

-3,210,695
1,045,480
-5,743,748
3,843,566
-411,356
1,657,090
2,427,991

Normalization Adjustment (EP)

-2,513,825
-108,633
-648,166
732,457

1,577,181

Normal Use Per Customer (Per EP)

Year
2003
2004

2005
2006
2007
2008
2009
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Res kwh
9,214
8,996
9,346
9,314
9,111
8,652
8,547

GS<50 kwh
27,923
27,063

91,246,670
90,603,672
88,522,917
87,821,207
94,486,231
94,087,913

Normalized kWh per EP

294,754,963
283,683,008
274,684,937
285,836,541
275,146,064
276,226,755
272,545,281

Normalized kWh per EP

149,842,331
152,311,651
150,075,736
151,373,179
149,580,050

GS>50 kwh

708,546
690,366

27,276
27,202
27,327
28,908
28,805

657,010
668,363
666,348
780,118
782,801

49,947,444
50,770,550
50,025,245
50,457,726
49,860,017
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Interrogatory # 13
Ref: Exhibit 3, Tab 1, Schedule 3

a) Please provide the prices for RPP and non-RPP customers used in the calculation of the
weighted average price of 50.06679.

Please find below the prices for RPP and non-RPP customers used in the calculation of the
weighted average price of $0.06679.

Table 1: Commodity Price — Weighted Average Price Calculation

Forecast Prices based on RPP Report issued by OEB April 15, 2010

2009
ACTUAL
kWh's
Customer Class Name ~___ Total | non-RPP | RPP
_______ Residential | 196461750 | 20,046,075 | 176,415,675
Evevnera' Service Less Than 50 93,350,687 19,270,681 74.080,006
E@neral Service 50 to 4,999 270,117,290 177,820,062 92,297,228
largeUse | '148002,869 | 148002869 |
_______ Unmetered Scattered Load | 2256949 | 1092553 | 1,164,396
Street Lighting | 3992185 399218,
TOTAL 714,181,730 370,224,425 343,957,305
% 100.00% 51.84% 48.16%
Forecast Price
HOEP ($/MWh) $36.66
Global Adjustment ($/MWh) $27.72
TOTAL ($/MWh) $64.38 $69.38
$/kWh $0.06438 $0.06938
% 51.84% 48.16%
WEIGHTED AVERAGE PRICE $0.06679 $0.0334 $0.0334

Note: The above table was to have appeared in the Application as Exhibit 3/Tab 1/Schedule

3 Attachment 2 however was erroneously left out during publication.

b) Please provide the percentage of RPP and non-RPP volumes used to weight the price.

See Interrogatory Response to #13 part a).
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c) Please explain why the Adjustment to Address Bias Towards Unfavourable Variance and
the Adjustment to Clear Existing Variance charges are not included in the non-RPP price.

The forecasts presented in the OEB Regulated Price Plan Price Reports are for RPP customers
not non-RPP customers. The two variances - Adjustment to Address Bias Towards
Unfavourable Variance and the Adjustment to Clear Existing Variance appear to be unique to
the RPP pricing mechanism and therefore excluded from the calculation for non-RPP
forecasted prices. The inclusion of these variables in the non-RPP price would confuse the
results.

d) Please update the cost of power to reflect the figures in the Regulated Price Plan Report
issued by the OEB October 18, 2010. Please show all calculations used to generate the

weighted average price.

Please find in Table 2 below the weighted average price forecast based on RPP Report

issued by OEB on October 18, 2010.

Table 2: Commodity Price — Weighted Average Price Calculation
Forecast Prices based on RPP Report issued by OEB October 18, 2010

2009 ACTUAL
kWh's
Customer Class Name | Total | non-RPP | | RPP
_Residential | 196,461,750 | 20,046,075 | 176,415,675
_General Service Less Than50 kW ___ | ! 93,350,687 | 19,270,681 | 74,080,006
_General Service 50t0 4999 kW | 270,117,200 | 177,820,062 | 92,297,228
lageUse 148,002,869 | 148,002,869 |
_Unmetered Scattered Load | 2,256,949 | 1092553 | 1,164,396
Streetlightng | 3,992,185 | 3992185 |
TOTAL 714,181,730 370,224,425 343,957,305
% 100.00% 51.84% 48.16%
Forecast Price
HOEP ($/MWh) $39.23
Global Adjustment ($/MWh) $26.38
TOTAL ($/MWh) $65.61 $68.38
$/kwh $0.06561 $0.06838
% 51.84% 48.16%
WEIGHTED AVERAGE PRICE $0.06694 $0.0340 $0.0329
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Please find below in Table 3 an updated 2011 cost of power (re: Ex 3/Tab 1/Sch 3 Att 1)
that reflects the figures in the RPP Report issued by the OEB October 18, 2010.
Table 3: Projected Power Supply Expenses- 2011 Electricity (commodity) updated

Projected Power Supply Expenses
2011 Electricity (Commodity) Updated to reflect OEB's RPP Report issued October 18, 2010

Electricity (Commodity) Customer F Revenue | Expense 2010 rate ($/kwh): $0.06679 2011 rate ($/kWh): $0.06694
Class Name USA # USA # Volume Amount Volume Amount
kwWh |Residential 4006 4705 | 202,426,346 13,519,661 | 201,040,239 13,458,450
kWh |General Service Less Than 50 kW 4035 4705 94,902,657 6,338,364 | 95,947,998 6,423,149
kWh |General Service 50 to 4,999 kW 4035 4705 | 271,068,607 18,104,144 | 267,940,113 17,936,999
kWh |Large Use 4015 4705 | 156,192,477 10,431,791 | 156,792,113 10,496,301
kWh |Unmetered Scattered Load 4035 4705 2,343,927 156,546 2,353,301 157,540
kWh |Street Lighting 4025 4705 4,146,033 276,905 4,162,618 278,663
TOTAL 731,080,048 48,827,412 | 728,236,382 48,751,100
Transmission - Network Customer Revenue | Expense 2010 2011
Class Name USA # USA # Volume Rate Amount Volume Rate Amount
kWh |Residential 4066 4714 | 202,426,346 $0.0055 1,113,345 | 201,040,239 $0.0057 1,145,929
kWh |General Service Less Than 50 kW 4066 4714 | 94,902,657 $0.0050 474,513 | 95,947,998 $0.0052 498,930
kW |General Service 50 to 4,999 kW 4066 4714 708,464 $2.1925 | 1,553,307 700,287 $2.2797 | 1,596,444
kW |Large Use 4066 4714 300,505 $2.6418 793,874 301,658 $2.7468 828,594
kWh |Unmetered Scattered Load 4066 4714 2,343,927 $0.0055 12,892 2,353,301 $0.0057 13,414
kW |Street Lighting 4066 4714 11,291 $1.5837 17,882 11,336 $1.6467 18,667
TOTAL 300,693,190 3,965,813 | 300,354,819 4,101,978
Transmission - Connection |Customer Revenue | Expense 2010 2011
Class Name USA # USA # Volume Rate Amount Volume Rate Amount
kWh |Residential 4068 4716 | 202,426,346 $0.0046 931,161 | 201,040,239 $0.0050 1,005,201
kWh |General Service Less Than 50 kW 4068 4716 | 94,902,657 $0.0042 398,591 | 95,947,998 $0.0046 441,361
kW |General Service 50 to 4,999 kW 4068 4716 708,464 $1.8244 | 1,292,522 700,287 $1.9813 | 1,387,479
kW |Large Use 4068 4716 300,505 $2.1984 660,630 301,658 $2.3874 720,178
kWh |Unmetered Scattered Load 4068 4716 2,343,927 $0.0046 10,782 2,353,301 $0.0050 11,767
kW |Street Lighting 4068 4716 11,291 $1.3178 14,879 11,336 $1.4311 16,223
TOTAL 300,693,190 3,308,566 | 300,354,819 3,582,208
Wholesale Market Service |Customer Revenue [ Expense 2010 rate ($/kWh): $0.00520 2011 rate ($/kwh): $0.00520
Class Name USA # USA # Volume Amount Volume Amount
kWh |Residential 4062 4708 | 202,426,346 1,052,617 | 201,040,239 1,045,409
kWh |General Service Less Than 50 kW 4062 4708 | 94,902,657 493,494 | 95,947,998 498,930
kWh |General Service 50 to 4,999 kW 4062 4708 | 271,068,607 1,409,557 | 267,940,113 1,393,289
kWh |Large Use 4062 4708 | 156,192,477 812,201 | 156,792,113 815,319
kWh |Unmetered Scattered Load 4062 4708 2,343,927 12,188 2,353,301 12,237
kWh |Street Lighting 4062 4708 4,146,033 21,559 4,162,618 21,646
TOTAL 731,080,048 3,801,616 | 728,236,382 3,786,829
Rural Rate Protection Customer Revenue [ Expense 2010 rate ($/kWh): $0.00130 2011 rate ($/kwh): $0.00130
Class Name USA # USA # Volume Amount Volume Amount
kWh |Residential 4062 4730 | 202,426,346 263,154 | 201,040,239 261,352
kWh |General Service Less Than 50 kW 4062 4730 | 94,902,657 123,373 | 95,947,998 124,732
kWh |General Service 50 to 4,999 kW 4062 4730 | 271,068,607 352,389 | 267,940,113 348,322
kWh |Large Use 4062 4730 | 156,192,477 203,050 | 156,792,113 203,830
kWh |Unmetered Scattered Load 4062 4730 2,343,927 3,047 2,353,301 3,059
kWh |Street Lighting 4062 4730 4,146,033 5,390 4,162,618 5,411
TOTAL 731,080,048 950,404 | 728,236,382 946,707
Debt Retirement Charge Customer Revenue [ Expense 2010 rate ($/kWh): $0.00700 2011 rate ($/kwWh): $0.00700
Class Name USA # USA # Volume Amount Volume Amount
TOTAL
Low Voltage Charges Customer Revenue | Expense 2010 2011
Class Name USA # USA # Volume Rate Amount Volume Rate Amount
kwh |Residential 4075 4750 | 195,694,457 $0.0002 39,139 | 194,354,446 $0.0007 136,048
kWh |General Service Less Than 50 kW 4075 4750 | 91,746,575 $0.0002 18,349 | 92,757,152 $0.0006 55,654
kW |General Service 50 to 4,999 kW 4075 4750 708,464 $0.1070 75,806 700,287 $0.2517 176,262
kW |Large Use 4075 4750 300,505 $0.1506 45,256 301,658 $0.3033 91,493
kWh |Unmetered Scattered Load 4075 4750 2,265,977 $0.0002 453 2,275,040 $0.0007 1,593
kW |Street Lighting 4075 4750 11,291 $0.0645 728 11,336 $0.1818 2,061
TOTAL 290,727,269 179,731 | 290,399,919 463,111
GRAND TOTAL 61,033,542 61,631,935
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e) If the weighted average price calculated in (d) above is based on the November, 2010
through October, 2011 prices, please explain why it would not be more appropriate to use
the May, 2011 through April, 2012 prices to match the period for which rates are being
requested.

The November, 2010 through October 2011 prices are the most suitable reflection of the
2011 Test year, which serves as the basis for rates for the 2011 rate year.
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Interroqatory # 14
Ref: Exhibit 3, Tab 3, Schedule 3, Attachment 1

a) For each of the line items shown in the table, please provide the most recent year-to-date
figures available for 2010 and the corresponding year-to-date figures for 2009.

Below is a table showing actuals as of August 31, 2010 with corresponding actuals, as of

August 31, 2009.

Uniform System Description As of August| As of August
of Account # 31, 2009 31, 2010
4082 Retail Services Revenues 19,518 18,922
Service Transaction Requests

4084 (STR) Revenues 908 1,569

4210 Rent from Electric Property 106,438 114,863

4225 Late Payment Charges 30,548 24,765
Miscellaneous Service

4235 Revenues 68,959 67,995
Revenues from Merchandise,

4325 Jobbing, Etc. 72,692 83,133
Revenues from Non-Ultility

4375 Operations 67,970 22,476
Miscellaneous Non-Operating

4390 Income 28,198 48,976

4405 Interest and Dividend Income 18,116 28,658
Specific Service Charges 68,959 67,995
Late Payment Charges 30,548 24,765
Other Distribution Revenues 126,864 135,353
Other Income and Expenses 186,976 183,244

b) Where has Kingston recorded the costs associated with the revenues from merchandise,
jobbing, etc (account 4325)? In other words, are the figures shown in account 4325 the net
revenues from account 4325 and account 4330? If yes, please provide, for each year shown
in the table, the gross revenues and costs separately. If no, please provide the associated
costs for each year shown and please indicate where these costs are included in the
evidence.

The figures shown in account 4325-Revenues from Merchandise, Jobbing, Etc. are not the

net revenues. Kingston has recorded the costs associated with the revenue from 4325-
Revenues from Merchandise, Jobbing, Etc., in accounts shown in the table below, with the
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exception of administration charges for recoverable work and electric labour charge which

are scattered throughout the USoA accounts. Associated costs are included in amounts
shown in Exhibit 4, Tab 2, Schedule 2, Page 2, Table 1.

Revenues from Mechandise, Bridge Year
4325 X " | Actual 2005 Actual 2006 Actual 2007 Actual 2008 Actual 2009 g Test Year 2011
Jobbing, Etc 2010
Banner Hanging 7,600 8,825 6,883 9,791
Customer Premises - Operation
7 2 791
5070 Labour 600 8825 6883 979
Net Banner Hanging - (0) (0) (0) - - -
Electric Rubber Fees 2,275 8,991 1,363 1,473 2,605 1,800 2,000
Overhead Distribution Lines
5020 and Feeders - Operation 2,275 8,991 1,363 1,473 2,605 1,800 2,000
Labour
Net Electric Rubber Fees 0 - - - - - -
Revenue from Jobbing 4,910 3,595 20,925 18,290 68,404 35,873 40,856
5016 Distribution Station Equipment -
Operation Labour 514 1,890 1,202 1,202
5020 Overhead Distribution Lines and
Feeders - Operation Labour 10,259 1,081 1,807
Overhead Distribution Lines and
5025 Feeders - Operation Supplies and
Expenses 3,104 6,311 4,707 5,509
5040 Underground Distribution Lines
and Feeders - Operation Labour 565
5065 Meter Expense 617 345 459 402 402
5070 Customer Premises - Operation
Labour 290 272 4,074 10,422 4,923 6,473
Miscellaneous Distribution
5085 Expense 25
5105 Maintenance Supervision and
Engineering 1,175 1,350 1,263 1,263
5120 Maintenance of Poles, Towers and
Fixtures 337 505 421 463
5125 Maintenance of Overhead
Conductors and Devices 2,804 3,520 1,042 8,750 4,438 4,743
5130 Maintenance of Overhead Services 200 1438 685 1560 1228 1158
Maintenance of Underground
5145 Conduit 869
5150 Maintenance of Underground
Conductors and Devices 1,218 2,302 27,792 10,437 13,510
5155 Maintenance of Underground
Services 563 3,062 1,347 415 1,608 1,123
Maintenance of Underground
5155 Services 3,595
5160 Maintenance of Line Transformers 457 425 397
5175 Maintenance of Meters 271
5320 Collecting 66
5615 General Administrative Salaries
and Expenses 436 6,541 132 4,545 3,740 2,806
Net Revenue from Jobbing (0) (0) 0 0 0 (0)

c) Please confirm that Kingston has not recorded any gains or losses from the disposition of
utility and other plant (accounts 4355 and 4360) over the 2005 through 2009 period and

that no such gains or losses have occurred to date in 2010.

Confirmed, Kingston Hydro has not recorded any amounts in OEB account #4355-Gain on
Disposition of Utility and Other Property and 4360-Loss on Disposition of Utility and Other
Property from 2005-2009 and no gains or losses to date for 2010.
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d) Where has Kingston recorded the costs associated with the revenues from non-utility
operations (account 4375)? In other words, are the figures shown in account 4375 the net
revenues from account 4375 and account 4380 associated with OPA CDM activities? If yes,
please provide, for each year shown in the table, the gross revenues and costs separately.
If no, please provide the associated costs for each year shown and please indicate where
these costs are included in the evidence.

The figures shown in account 4375 — Revenues from Non-Utility Operations associated with
OPA CDM activities are net revenues and incentives.

Below are the gross revenues and costs for each year shown in the table from Exhibit 3, Tab
3, Schedule 3, Attachment 1. Incentive revenue has been shown separately below.

4375-R.evenues from Non-Utility 2008 2009
Operations

Total Revenue 115,415 249,498
Total Expenses (101,651) (233,112)
Total Net Revenue 13,764 16,386
Total Incentive Revenue 199,847
Total in 4375-Revenues from Non-Utility

Operations 13,764 216,233
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Interrogatory # 15
Ref: Exhibit 3, Tab 3, Schedule 3, Attachment 2

a) The forecast for account 4082 - Retailer Services Revenue appears to imply a reduction in
the number of customers served by retailers in 2010 and 2011 as compared to 2009. Please
explain why this is forecast to be the case.

As indicated in Exhibit 3, Tab 3, Schedule 4 Page 1, Lines 7-9, the forecast is based on a three
year rolling average.

b) Please explain the decrease in revenues in account 4210 forecast for 2010 and 2011 as
compared to 2009.

A three year rolling average was used to determine amounts for 2010 and 2011.

c) Please explain the decrease in late payment charges (account 4225) for 2010 and 2011 as
compared to 2009.

A three year rolling average was used to determine amounts for 2010 and 2011.

d) Please provide the actual and forecasted level of bad debt expense for each year from 2005
through 2011.

Actual bad debt expense for 2005 through 2009 and forecast bad debt expenses for 2010
and 2011 are as follows:

2005: $163,200 actual and forecast

2006: $296,600 actual; $160,000 forecast
2007: $250,600 actual; $160,000 forecast
2008: $227,100 actual; $160,000 forecast
2009: ($18,400) actual; $160,000 forecast
2010: $168,000 forecast

2011: $170,000 forecast
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e) Please explain the reduction in 2011 as compared to 2010 for Administration Charges for
Recoverable Work in account 4325.

A three year rolling average was used with the exclusion of Banner Hanging. See Exhibit 3,
Tab 3, Schedule 5, Page 1, Lines 18-19 for detail of the exclusion.

f) Please explain the significant drop in Revenue from Jobbing in account 4325 forecast for
2010 and 2011 as compared to 2009.

A three year rolling average was used to determine the forecast for 2010 and 2011 for
Jobbing in account 4325.

g) Please provide the most recent year-to-date revenues for 2010 for Revenue from Jobbing in
account 4325 and the corresponding year-to-date figure for 2009.

4325-Revenues from Merchandise, As of August 31, 2009 As of August 31, 2010
Jobbing, Etc.
Administration Charges for Recoverable work 24,544 60,152
Banner Hanging 456 -
Electric Labour Charge - 200
Electric Rubber Fees 1,300 1,800
Revenue from Jobbing 46,392 20,981
Total 72,692 83,133

h) Please provide the average balances and interest rates used to calculate the 2010 and
2011 interest on bank balances, investments and amounts owed to Kingston from other
parties. Please indicate how the interest rate on each item is determined. Please also
show the calculations that result in the revenues shown in account 4405.

The following average yearly balances were used to calculate the 2010 and 2011 interest on
bank balances.

Year Average Balance
2009 $2,524,256
2010 $3,640,693
2011 $5,579,323
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The actual interest paid by the City of Kingston to Kingston Hydro is calculated at a rate
consistent with the rate the TD Bank pays to the City of Kingston on the City’s general bank
account.

The revenues shown in account 4405 are made up as follows:

4405-Interest and Dividend Income 2010 2011
Investment and Bank Interest 2,320 | 2,640
Interest and Senice Charges 4,800 | 4,800
Interest on Amount owed from City 18,150 | 17,050
Net interest on Regulatory Assets/Liabilitities - -
Interest on Loan to Utilities Kingston 6,875 -
Total 32,145 | 24,490
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Interrogatory # 16
Ref: Exhibit 3, Tab 3, Schedule 5, Attachment 1 & Exhibit 3, Tab 3, Schedule 4, Attachment 1

a) Please reconcile the different values shown for 2010 and 2011 for account 4080 -
Distribution Services Revenue in the two attachments noted. If this difference is related to
the forecast of microFIT generator revenue, please explain how this forecast has been
determined, including historical and forecast number of microFIT connections.

The difference between the values shown for 2010 and 2011 for account 4080 — Distribution

Services Revenue in the two attachments noted is unrelated to microFIT generator revenue.

Exhibit 3, Tab 3, Schedule 4, Attachment 1 account 4080 Distribution Services Revenue
values are correct. MicroFIT generator revenue has not been included in this attachment
however microFIT generator revenue has been included in the revenue offset in the
calculation of the base revenue requirement.

Exhibit 3, Tab 3, Schedule 5, Attachment 1 account 4080 — Distribution Services Revenue
values are incorrect as the result of an error that appears to have occurred during the
application publication process.

b) Which figure has been used as a revenue offset in the calculation of the base revenue
requirement?

The figure used in Exhibit 3, Tab 3, Schedule 4, Attachment 1 has been used with an
adjustment made for microFIT generation in the calculation of the base revenue
requirement. Please refer to Exhibit 3, Tab 3, Schedule 6, p.1 lines 13-18 for additional detail
related to microFIT generation.
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Interroqatory # 17
Ref: Exhibit 3, Tab 3, Schedule 5, Attachment 1 & Exhibit 3, Tab 3, Schedule 3, Attachment 1

a) Please reconcile the different values shown for 2010 and 2011 for account 4405 - Interest
and Dividend Income in the two attachments noted.

Exhibit 3, Tab 3, Schedule 3, Attachment 1 contains the correct account 4405 — Interest and
Dividend Income values.

Exhibit 3, Tab 3, Schedule 5, Attachment 1 account 4405 — Interest and Dividend Income
values are incorrect as the result of an error that appears to have occurred during the
application publication process.

b) Which figure has been used as a revenue offset in the calculation of the base revenue
requirement?

The correct value for account 4405 — Interest and Dividend Income, as shown in Exhibit 3,
Tab 3, Schedule 3, Attachment 1, was used as a revenue offset in the calculation of the base
revenue requirement. This correct value for account 4405 also appears in Exhibit 3, Tab 3,
Schedule 6, Attachment 1 Test Year Revenue Offsets.
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Interrogatory # 18
Ref: Exhibit 3, Tab 3, Schedule 5, Attachment 1

a) Please quantify the 20% of the net proceeds that were credited to Kingston Hydro
customers and recorded to account 1590 in 2008, as noted at lines 23-24 on page 2.

The Applicant is not able to provide the information requested as a result of a confidentiality
clause in the settlement agreement. The proceeds were allocated fairly between the four
utilities based on the case particulars, with Kingston Hydro receiving 40% of the proceeds.
Half of that amount (i.e. 20% of the net proceeds) was credited to account 1590. The Board
approved the disposition of account 1590 in Kingston Hydro’s 2010 IRM and the rate rider is
included in the Applicant’s May 1, 2010 rate order.

b) Has this amount been returned to customers? If so, how was it returned to customers? If
not, how does Kingston propose it be returned to customers?

Yes. The amount (20% of the net proceeds) was credited to account 1590 and returned to
customers as part of the disposition of the various variance accounts, including 1590,
effective May 1, 2010.

c) Please provide the excerpts from the Regulatory Assets Proceeding (EB-2005-0527, RP-
2005-0020) that deal with the allocation of any proceeds received from a legal dispute
fairly and equitably by Kingston Hydro.

There were no excerpts from the Regulatory Assets proceeding that dealt with how the
proceeds were to be allocated. The Board commented that they didn’t necessarily feel they
had to make a separate order or direction respect to any settlement amounts that may
come from litigation. Kingston Hydro believes it has complied with the directive inferred in
the proceeding and that it has allocated the net proceeds fairly to all stakeholders.
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Interroqgatory # 19
Ref: Exhibit 4, Tab 1, Schedule 1

a) What would be the impact on the revenue requirement if the Board approved an increase
in the OM&A cost per customer in 2011 to the average operating costs per customer for
the other 14 utilities in its cohort, or 5238 per customer, as projected by Kingston rather
than the requested increase that results in a cost of 5254 per customer?

Based on an estimated 26,977 residential, GS and Large Use customers, the impact on total
operating expenses would be a decrease of $431,632. The revenue requirement excluding
PILs would decrease $436,285 from $12,124,773 to $11,688,488. PlLs would decrease
$1,832 from $692,764 to $690,932. Total Base revenue requirement would therefore
decrease by a total of $438,117. Kingston Hydro strongly opposes setting rates based on an
OM&A cost per customer that reflects the average of the other utilities in its cohort.

b) Please provide a table showing the OM&A per customer for each year and each of the 14
utilities in the same cohort as Kingston for the years 2006 through 2009.

The following information is taken from the OEB Yearbooks.

OM&A Per Customer

LDC 2009 2008 2007 2006
Bluewater Power Distribution Corporation = $ 285 % 251 $ 253 $ 269
Chatham-Kent Hydro Inc. $ 173 $ 177 $ 165 $ 161
COLLUS Power Corp. $ 263 $ 250 $ 229 $ 227
E.L.K. Energy Inc. $ 225 $ 200 $ 180 $ 169
Erie Thames Powerlines Corporation $ 309 $ 338 $ 353 % 305
Essex Powerlines Corporation $ 184 $ 197 $ 207 ' $ 227
Festival Hydro Inc. $ 187 $ 186 $ 184 $ 181
Kingston Hydro Corporation $ 197 $ 193 $ 180 $ 174
Niagara Falls Hydro Inc. $ 257 % 255 % 250 $ 239
Peterborough Distribution Incorporated $ 187 $ 204 $ 192 $ 196
St. Thomas Energy Inc. $ 200 $ 192 $ 223 % 218
Wasaga Distribution Inc. $ 169 $ 162 $ 157 $ 156
Welland Hydro-Electric System Corp. $ 219 $ 209 % 211 $ 165
Westario Power Inc. $ 210 $ 232 % 213 % 201
Woodstock Hydro Senices Inc. $ 224 $ 223 % 226 $ 232
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c) What is the specific impact of the 2.0% inflation forecast in dollar terms on the increase in
2011? In particular, what portion of the $131,000 shown in Table 2 is due to inflation?

The table referred (Table 2 on Exhibit 4 Tab 1 Schedule 1) illustrates the OM&A increase
from 2010 to 2011. Of the $131,000 shown on this table, compensation increases account
for $85,000 of the $131,000. Please refer to the Table on Exhibit 4 Tab 2 Schedule 3, Page 2.
As illustrated the remaining $46,000 included here and is made up numerous miscellaneous
amounts. One of the factors accounting for the increase would be inflation. The ‘Inflation,
Other’ driver amount is essentially the miscellaneous amount remaining that, once added to
all the other noted cost driver amounts, sum the total increase.
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actual expenditures for 2010 to the corresponding year-to-date period for 2009.

Below is a table comparing actual expenditures as of September 30, 2009 to September 30,

2010.
2009 Actuals 2010 Actuals
OM&A as of as of . .
Variance $ Variance %
Expenses September 30, | September 30,
2009 2010

Operations 1,658,311 1,711,543 53,232 3%
Maintenance 538,189 574,142 35,952 7%
Billing and 437,928 445,456 7,528 2%
Collecting

Community 137,100 156,605 19,505 14%
Relations

Administrative 1,194,350 1,260,048 65,699 6%
and General

Total OM&A 3,965,878 4,147,794 181,915 5%
Expenses
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a) Please provide the details of the Collective Agreement between Utilities Kingston and the
International Brotherhood of Electrical Workers, including the term of the current
agreement and the wage increased provided for over each year of the agreement.

A PDF copy of the Collective Agreement is attached. The agreement is for 4 years, 2010,

2011, 2012 and 2013 inclusive.

General wage increases are:

2010 2.75%
2011 2.50%
2012 2.50%
2013 2.50%

b) Please provide the historical increase for 2007 through 2009 for each group of employees:
unionized, non-union and management.

The historical increase for employees were:

Non-Union Unionized

Staff Staff
2007 4.8% 3.0%
2008 5.3% 3.0%
2009 4.1% 2.5%

Due to the small number of employees, non-union and management are grouped together.

There are no automatic inflationary or general increases for any of these employees (non-

union and management). All increases are performance based and combine inflationary and

progression increases.
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c) Please provide the forecasted increase for 2010 and 2011 for each group of employees:
unionized, non-union and management. For each group of employees please provide the

impact on the revenue requirement of a one percentage point reduction in the forecasted

increase for each of 2010 and 2011 and for 2011 assuming a cumulative impact of a one
percentage point reduction in the forecasted increase for 2010 and 2011.

The total non-union actual average increase for 2010 was 3.8% and for union was 2.75%.

The total forecasted increase for 2011 is 4.0% for non union and 2.5% for union.

A 1% reduction in the 2010 increase and a 1% reduction in the 2011 increase has the

following effect:

YEAR 2010 2011
Management

Total Salary before requested adjustment $ 192,240 $ 199,930
Total Salary with increases reduced by 1% in each of 2010 and 2011 $ 190,388 $ 196,100
Difference 3,830
Non-Union

Total Salary before requested adjustment $ 541,272 $ 562,923
Total Salary with increases reduced by 1% in each of 2010 and 2011 $ 536,057 $ 552,139
Difference $ 10,784
Union

Total Salary before requested adjustment $1,531,784 $1,570,079
Total Salary with increases reduced by 1% in each of 2010 and 2011  $1,516,876 $1,539,630
Difference $ 30,449

The impact of revenue requirement for each of the above effects is as follows:

Management: Lower by $3,887
Non-Union: Lower by $10,946
Union: Lower by $30,996

d) Is the powerline crew noted on page 17 employed by Kingston Hydro or Utilities Kingston?

Utilities Kingston.
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e) Will the five Journeyperson Powerline Technicians and the two Journeyperson Substation
Electricians forecast to be hired in 2011 be hired by Kingston Hydro or Utilities Kingston?

Utilities Kingston.

f) Will the two additional Engineering Technologists noted at the bottom of page 18 be
employees of Kingston Hydro or Utilities Kingston?

Utilities Kingston.

g) When has Kingston forecast the hiring of the communications/customer liaison
professional (page 20) to take place in 2011? Is the $82,000 inclusive of wages and all
benefits? If not, please provide the all in cost associated with this position.

Hiring will be at the beginning of 2011. $82,000 is inclusive of wages and benefits.

h) Please provide the OMERS costs for each year for 2007 through 2009, and the forecasts for
2010, 2011 and each of the four years that increase the costs by $328,000.

Details of OMERS payments based on Capital and operating salaries for 2007 to 2009 are as
follows:

2007: $173,400
2008: $182,600
2009: $182,200

In answering Board Staff Interrogatory 26, Kingston Hydro made comments which have
resulted in a revised estimate for the 2011 Test Year. Please refer to Board Staff
Interrogatory 26 for complete details.

i) Please explain why the 5100,000 shown in 2009 actuals for the 2011 Cost of Service
Application is not offset by a corresponding reduction in 2010? In other words is the
$100,000 expense in 2009 related the COS application a permanent increase for 2010 and
2011? If yes, please explain.

Kingston Hydro is unable to locate “the $100,000 shown in 2009 for the 2011 Cost of Service

Application”. The total estimated costs for the 2011 Cost of Service Rate Application are as
detailed in Board Staff Interrogatory # 21.
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Interroqatory # 22

Ref: Exhibit 4, Tab 2, Schedule 2

a) Please explain the increase forecast for 2010 and 2011 relative to 2009 for account 5610 -

management salaries and expenses.

Account 5610-Management Salaries and Expenses has increased in 2010 and 2011 due to
proper allocation of Management salaries. This allocation results in a corresponding
decrease in account 5615 General Administrative Salaries and Expenses. However as
explained in Exhibit 4, Tab 3, Schedule 1, page 16, account 5615 is also increasing in 2011
due to a number of other factors including increased staffing for regulatory analysis,
finance, systems support, and health and safety.

b) Please explain the significant increase forecast for 2011 in account 5615 - general

c)

administrative salaries and expenses.

Please refer to Exhibit 4, Tab 3, Schedule 1, page 16.

Please explain the rationale and need for the increases forecast for 2010 and 2011 relative
to 2009 in account 5630 - outside services employed.

Included in account 5630 — outside services employed, is Kingston Hydro’s external audit
fees. The forecasted increase for 2010 and 2011 relates primarily to audit fees. This increase
in audit fees was determined as an estimate based on the IFRS changeover that was
anticipated for 2011. An increase in audit fees is expected because there will be increased
notes to the financial statements and a different basis of accounting standards. This will
result in increased audit work. Since the time the application was filed, the Applicant has
had discussions with its incumbent auditor and has been told that audit fees for its first IFRS
year could increase by as much as 100%.

Since the time of filing, the Applicant has decided to defer implementation one year in
accordance with the Accounting Standards Board Decision to allow qualifying entities with
rate-regulated activities, to adopt IFRSs for the first time no later than interim and annual
financial statements relating to annual periods beginning on or after January 1, 2012.

For the reasons noted above, the applicant believes the increase in audit fees in the Test
Year should be $17,500 instead of $58,000. This is based on an average of the total
expected audit fees for 2011, 2012, 2013 and 2014 fiscal years.
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d) Please explain the increase forecast for 2011 in account 5665 - miscellaneous general
expenses.

The increase in the forecast for 2011 is due to work anticipated in assessing and managing
worker safety issues at Kingston Hydro facilities involving potential Arc Flash hazards. It is
anticipated that 3rd party expertise will be required to assist Kingston Hydro in undertaking
an assessment of this issue at various installations (substations, vaults etc) across the
distribution system. In addition the applicant is expecting to require additional assistance
from 3rd parties in undertaking related system protection co-ordination assessments/studies
at facilities where arc flash may be an issue.
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Interrogatory # 23
Ref: Exhibit 4, Ta 2, Schedule 4

a) Please provide the year-to-date costs invoiced to Kingston for legal costs for regulatory
matters (line 5).

The costs invoiced to Kingston for legal costs for regulatory matters for 2009 and 2010 total
$18,625.

b) Please provide the year-to-date costs invoiced to Kingston for consultant costs for
regulatory matters (line 6).

The costs invoiced to Kingston for consultant costs for regulatory matters for 2009 and 2010
total $65,246.

c) Are the legal and consultant costs noted above incurred by Kingston Hydro or Utilities
Kingston? Please explain.

Legal and consultant costs noted above are incurred by Utilities Kingston solely on behalf of
Kingston Hydro as part of the agreement included in the application in Exhibit 1, Tab 2,
Schedule 3, Attachment 3.

d) Did Kingston Hydro/Utilities Kingston undertake a competitive bidding process for cost of
service filing consulting and/or legal assistance? If not, why not? If yes, did Kingston
Hydro/Utilities Kingston accept the lowest cost bids? If not, why not?

The Applicant did not undertake a competitive bidding process for legal assistance on its cost
of service application. There are very few Ontario energy regulatory lawyers with relevant
experience and expertise. The Applicant had worked with Andrew Taylor in the past and was
familiar with and comfortable working with him. Further, Andrew Taylor has acted as
counsel to numerous applicants on cost of service applications. For these reasons, the
decision to retain Andrew Taylor made sense to the Applicant. In any event, as a sole-
practitioner, it is our understanding that Andrew Taylor's cost is extremely competitive.

The applicant did not undertake a competitive bidding process for the cost of service filing
consultant because there are very few regulatory consultants experienced in dealing with
cost of service applications. The Applicant spoke to another electric distributor who had
engaged the services of our consultant and who were very satisfied with their services.
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Based on this experience and based on a presentation by the consultant, the applicant was

comfortable engaging their services to competently assist with the completion of the cost of

service application.
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Interroqgatory # 24
Ref: Exhibit 1, Tab 2, Schedule 3

Are any of the costs associated with the Board of Directors of Utilities Kingston included in the
revenue requirement of Kingston Hydro? If yes, please provide the forecast of these costs
included in the 2011 revenue requirement.

Yes a portion of the costs associated with the Board of Directors of Utilities Kingston are

included in the revenue requirement of Kingston Hydro. The forecast included in the 2011
revenue requirement is $2,286.
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Interroqgatory # 25

Ref: Exhibit 4, Tab 4, Schedule 1 & Exhibit 4, Tab 4, Schedule 3

a) How many of the 60.91 FTEs shown for the 2011 test year in Table 1 are directly employed

by Kingston Hydro and how many are employed by Utilities Kingston?

All are employed by Utilities Kingston

b) Where is the incentive pay noted in Schedule 3 reflected in the figures shown in Table 1 in

Schedule 1?

Any incentive pay awarded would be noted in the compensation lines for non-union.
Specifically it would be included in the following line:

Total Salary and Wage Non-Union
Total Corporate (Salary, Wage and Benefits) Non-Union

What is the total incentive pay included in the forecast for 2010 and 2011?

The incentive and progression pay included in the forecast for 2010 and 2011 is based on 4%
of the previous year’s salary. Incentive pay is only available when an employee is at the top
of their wage band and cannot progress any further.

The incentive and progression pay included in the forecast for 2010 and 2011 is based on 4%
of the previous year’s salary. Incentive pay is only available when an employee is at the top
of their wage band and cannot progress any further. The amount paid for incentive pay was
$240 for 2010 and is estimated to be $10,650 in 2011.

d) What was the actual level of incentive pay in 2009?

The actual incentive pay included in the table noted above for 2009 is less than $6,000.
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e) Why should Kingston Hydro customers be expected to pay for incentive payments for the

1)

employees of Utilities Kingston?

Incentive pay forms a portion of employees’ compensation who have reached the maximum
salary rate of this position. It is not a bonus pay. The portion charged to Kingston Hydro
would be directly related to the portion of work that an employee does for Kingston Hydro.
Incentive pay is defined in the above-noted section.

The evidence (page 1 of Schedule 3 at lines 11-16) talks about goals established that are
based on the corporation's values and the contributions to the corporation's goals. Please
identify the corporation that is being referred to: Kingston Hydro or Utilities Kingston.

The corporation referred to is Utilities Kingston. Utilities Kingston follows its values in
providing services to Kingston Hydro and the City of Kingston. The goals are directly related
to the services Utilities Kingston provides to Kingston Hydro and the City of Kingston. An
example of such goal is related to the preparation of Kingston Hydro Corporation’s 2011
Electric Rate Application.

g) Please provide a copy of the "Contributions Agreement for Non-Union Employees" referred

to at lines 15-16 on page 1 of Schedule 3.

A copy of the contribution agreement for non-union employees is attached.
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2010 Contribution Agreement

Name; Position:

Mission

We are a community based corporation dedicated to the responsible management of
safe, reliable integrated services.

Values

We are a team that is recognized for being;
Honest
Motivated
Respectful
and
Reliable

Vision
To be recognized as a company committed to innovation, prosperity and service
excellence, valued by our customers and reinvesting in our community’s future.

Rev. Mar. 31, 2010
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Activity 1: Core Responsibilities Filed: 15 November, 2010
Date established: March 31, 2010
Weighting assigned: % Overall Completion: % Values Factor Total
Position: Values In Action Needs Acceptable Good Excellent
Improvement
Mission Alignment: Honest 0(')5 008 1('30 101
Responsible management of safe, reliable integrated services Motivated o o o o
Respectful O] o o O
Reliable Q Q Q Q
Detailed Description Achievements Review Date
1
2
3
4
5
6
7
8
Special Achievements or Additions throughout the
Year:
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Team Contributions (Optional depending on postion)

Overall Completion: %
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Values Factor

Values In Action Needs Acceptable Good Excellent
Improvement
0.5 0.8 1.0 11
Honest Q Q o ©)
Motivated O] O] O] o
Respectful O] @) @) o
Reliable Q Q Q Q

Detailed Description

Achievements

Milestone date Review Date Tracking

EProbe - Page 116




Kingston Hydro Corporation
EB-2010-0136
Responses to EProbe Interrogatories

Activity 3: Filed: 15 November, 2010
Date established:
Weighting assigned: % Overall Completion: % Values Factor Total

Description of Activity: (indicate if activity supports the Work Plan)

Vision Alignment:
O Innovation O Prosperity O Service Excellence
O Valued by Customer O Reinvesting in Communities’ Future

Values In Action Needs Acceptable Good Excellent
Strategic Imperatives Improvement
O Environmental Sustainability QO Infrastructure Management 0.5 0.8 1.0 11
O Regulatory Compliance O Economic Sustainability Honest o o Q Q
O Corporate Organization O Utilities Bus. Management Motivated o o o Q
Respectful o o o o
Reliable Q Q o @]
Detailed Description Achievements Milestone date Review Date Tracking
March 31 100
1
2
3
4
5
6
7
8
9
10
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Activity 4 Filed: 15 November, 2010
Date established:
Weighting assigned: % Overall Completion: % Values Factor Total
Description of Activity:
Vision Alignment:
O Innovation O Prosperity O Service Excellence
O Valued by Customer O Reinvesting in Communities’ Future
Values In Action Needs Acceptable Good Excellent
Strategic Imperatives Improvement
O Environmental Sustainability Q Infrastructure Management 0.5 0.8 1.0 1.1
O Regulatory Compliance O Economic Sustainability Honest o o Q Q
O Corporate Organization O Utilities Bus. Management Motivated o o o Q
Respectful o o o o
Reliable Q Q o @]
Detailed Description Achievements Milestone date Review Date Tracking
100
1
2
3
4
5
6
7
8
9
10
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Activity 5: Filed: 15 November, 2010
Date established:
Weighting assigned: % Overall Completion: % Values Factor Total
Description of Activity:
Vision Alignment:
O Innovation O Prosperity O Service Excellence
O Valued by Customer O Reinvesting in Communities’ Future
Values In Action Needs Acceptable Good Excellent
Strategic Imperatives Improvement
O Environmental Sustainability Q Infrastructure Management 0.5 0.8 1.0 1.1
O Regulatory Compliance O Economic Sustainability Honest o o Q Q
O Corporate Organization O Utilities Bus. Management Motivated o o o Q
Respectful o o o o
Reliable Q Q o @]
Detailed Description Achievements Milestone date Review Date Tracking
100
1
2
3
4
5
6
7
8
9
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Name:

PERFORMANCE EVALUATION

Year: 2010

Responses to EProbe Interrogatories
Filed: 15 November, 2010

Contributions Commitments Values

Weight %Completion

Value Factor Scoring

1. Core Responsibilities

2. Team Contributions

Work Activity 3

Work Activity 4

Work Activity 5

Work Activity 6

Work Activity 7

Total

100

Manager’s Overall Assessment of Accomplishments/Contributions:

Employee’s Overall Comments/Feedback:

Assessment Signatures:

Employee

Manager Date
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Interrogatory # 26
Ref: Exhibit 4, Tab 5, Schedule 1 & Exhibit 4, Tab 4, Schedule 1, Table 1

a) How does Utilities Kingston allocate the benefits and cost reductions associated with the
co-operative education tax credit (CETC), apprenticeship training tax credit (ATTC) and
federal apprenticeship job creation tax credit to Kingston Hydro?

Neither Utilities Kingston nor Kingston Hydro has received benefits or cost reductions
associated with the above-noted tax credits as nether the Applicant nor Utilities Kingston
believed it was eligible to claim any of these credits as there has been no apprentices or co-
op students hired for the benefit of Kingston Hydro.

b) How many employees is Utilities Kingston forecast to have in 2011? How many employees
did Utilities Kingston have in 2009?

Utilities Kingston forecasts to have 237 employees in 2011. Utilities Kingston had 218
employees in 2009.

¢) Using the direct allocation and three allocation methodologies described in Exhibit 4, Tab
5, Schedule 1, please show the derivation of the 60.91 FTEs for 2011 allocated to Kingston
Hydro as shown in Table 1 of Exhibit 4, Tab 4, Schedule 1.
Please see schedule attached.

d) Using the direct allocation and three allocation methodologies described in Exhibit 4, Tab
5, Schedule 1, please show the derivation of the 43.79 FTEs for 2009 allocated to Kingston
Hydro as shown in Table 1 of Exhibit 4, Tab 4, Schedule 1.

Please see schedule attached.

e) The evidence indicates that there is no return on invested capital charged to Kingston
Hydro (Exhibit 4, Tab 5, Schedule 1, page 1, lines 25-26).

i) Does Utilities Kingston include depreciation costs on the invested capital charged to
Kingston Hydro?

Utilities Kingston charged approximately $6,000 to Kingston Hydro in 2009 that reflected
depreciation of invested capital. The depreciation related to Major Tools and Office
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Equipment. There is no depreciation planned to be charged by Utilities Kingston to
Kingston Hydro for 2010, 2011 and beyond.

ii) If yes, are the depreciation rates used by Utilities Kingston equivalent to the OEB
approved rates that Kingston Hydro would use if it owned the capital assets? If not,
please specify any differences.

The depreciation rates were 10% per year for Major tools and 10% per year for Office
equipment. This is the same rate that Kingston Hydro would use if it owned the assets
and is consistent with the Asset Amortization Study for the Ontario Energy Board
performed by Kinectrics Inc.

iii) If yes, please explain how the depreciation costs are allocated to Kingston Hydro.

The 2009 depreciation costs were allocated to Kingston Hydro as an annual operating
expense equal to % of Utilities Kingston’s depreciation on the assets mentioned above in
part ii). The other % of the depreciation costs were recovered from the City of Kingston
as they related to their water, sewer and natural gas utilities.

iv) If yes, does Kingston Hydro agree that it is receiving a partial return on these assets by
including the depreciation expense in the OM&A costs and increasing rate base by 15%
of this amount? In other words, does Kingston Hydro agree that the rate base is
higher than it would be if Kingston Hydro owned the assets directly and recorded the
associated depreciation separately from the OM&A costs?

Kingston Hydro agrees that with the above statement for the 2009 Historical Actual
year. For 2009, the rate base would have been higher by approximately $900
(56,000X15%) and resulting revenue requirement higher by $65 (S6000X15%X7.19%).

v) What is the estimated depreciation cost included in the costs recovered from Kingston
Hydro by Utilities Kingston for the 2011 test year?

There are no depreciation costs included in the costs recovered from Kingston Hydro by
Utilities Kingston for the 2011 test year.
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Interroqatory # 27
Ref: Exhibit 4, Tab 5, Schedule 1, Attachment 1

Please explain why 100% of the SCADA costs are allocated to Kingston Hydro? Is the SCADA
system used by the gas utility?

The system will only be used by Kingston Hydro.
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Interrogatory # 28
Ref: Exhibit 4, Tab 8, Schedule 1, Attachment 3

Please confirm that the difference between the UCC at the end of the Bridge Year
(535,692,079) and the UCC Test Year Opening Balance ($34,340,789) is the result of the
removal of the smart meter capital costs from the CCA calculations. If this cannot be
confirmed, please explain the difference.

Confirmed.
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Interrogatory # 29
Ref: Exhibit 4, Tab 8, Schedule 1, Attachment 3 & Exhibit 2, Tab 3, Schedule 1, Attachment 1

It appears that the CCA Schedule 8 for 2009 includes the addition of $29,969 (overhead
conductors and devices) and $15,618 (meters) to CCA Class 1. CCA Schedule 8 for the Bridge
Year shows the addition of $263,000 (meters) to CCA Class 1 and CCA Schedule 8 for the Test
Year shows the addition of $100,000 (meters) to CCA Class 1.

Please explain why these assets are added to CCA Class 1 rather than CCA Class 47, which
applies to electricity transmission and distribution equipment that was acquired after
February 22, 2005.

The Applicant included capital asset additions in conjunction with advice from our tax preparer
and tax advisor. It was our view that conventional meters were and are appropriately classified
into CCA Class 1 as they are not equipment that is used to distribute electricity but rather
equipment that measures how much electricity is distributed.
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Interrogatory #30
Ref: Exhibit 5, Tab 1, Schedule 1

a) Please explain why Kingston would convert the short term loan with an interest rate of
1.21% as at December 31, 2009 in the amount of $2,250,000 to a 20 year long term bank
loan with an expected rate of 4.84%.

Kingston would convert short term capital financing loans to long term loans in order to take
advantage of long term low interest rates, similar to the loan taken out in May, 2009. In
addition, long term bank financing loans achieves cost certainly to aid in long term financial
planning as well as matching the interest and principal repayment period over the useful life
of the capital assets. In addition, the OEB’s cost of capital model reflects a 60/40
debt/equity ratio with 56% of the 60% being long term debt.

b) What is the current rate applicable to this short-term loan?
The current interest rate on this loan is 2.07%.

c) Please update the expected interest rate of 4.84% based on information from the lending
facility.

The information from our lending facility on November 8, 2010 indicates a revised expected
interest rate of 4.77%.

d) Has Kingston approached Infrastructure Ontario in order to fund some of the 2010 and/or
2011 capital investments? If not, why not? If yes, please provide all correspondence with
Infrastructure Ontario.

Kingston has had preliminary meetings with Infrastructure Ontario regarding long term

funding of its Smart Meter program. Attached is correspondence between Kingston Hydro
and 10.
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e) Please provide the current rates for each term available from Infrastructure Ontario.

Lending Rates: Local Distribution Companies

Indicative Lending Rates as of November 5,

Term Construction Serial Amortizer

2010

1 Month 1.74% - -

5 Year - 2.52% 2.62%
10 Year - 3.38% 3.48%
15 Year - 3.89% 3.99%
20 Year - 4.20% 4.30%
25 Year - 4.41% 4.51%
30 Year - 4.53% 4.63%
35 Year - 4.61% 4.71%
40 Year - 4.66% 4.76%
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Interroqatory # 31
Ref: Exhibit 5, Tab 1, Schedule 1

The evidence notes that Kingston paid down 51,500,000 of the loan to its shareholder, the
City of Kingston, reducing the loan payable to $10,880,619.

a) Please provide a copy of the loan agreement between Kingston Hydro and the City of
Kingston.

Please see attached Certificate of Passing of Resolution and Transfer By-Law.

b) Can Kingston pay off all or part of the remaining outstanding principle of this loan without
the consent of the City? If no, please indicate where this restriction is in the loan
agreement.

Kingston Hydro is not able to pay off all or part of the remaining outstanding principal of this
loan without the consent of the City, as Shareholder. Please see attached resolution.

¢) Has Kingston Hydro investigated the possibility of refinancing some or all of the remaining
outstanding balance payable to the City of Kingston at a rate lower than 7.25%? If yes,
please provide the details and all related correspondence. If no, why not?

Kingston Hydro has not investigated the possibility of refinancing because of the restrictions
in the Eligible Expenditures regulation under the Municipal Act and the City’s desire for the

debt instrument to continue.

d) What provisions, if any, are in the loan agreement if Kingston Hydro opted to refinance
any or all of the loan from the City of Kingston?

There are no provisions in the loan agreement regarding refinancing other than that noted in
the resolution attached in part b) above.
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Interrogatory #32
Ref: Exhibit 6, Tab 2, Schedule 1, Attachment 1 & Exhibit 1, Tab 4, Schedule 10, Attachment 1

a) Please reconcile the gross revenue deficiency of $2,651,557 noted in Attachment 1 of
Exhibit 6, Tab 2, Schedule 1 with the calculation of the gross revenue deficiency of
$3,370,922 shown in the Revenue Requirement Work Form in Attachment 1 of Exhibit 1,
Tab 4, Schedule 10.

Please refer to VECC IR #8a) response.

b) Please explain why there are no PILs shown on Exhibit 6, Tab 2, Schedule 1, Attachment 1
in the 2011 Projection column.

There are no PILs shown for 2011 at existing rates in the 2011 projection column because
the Applicant would have no taxable income at existing rates for 2011.

c) What is the actual revenue deficiency being claimed by Kingston?

Please refer to VECC IR #8a) response.
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