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Interrogatory # 50 
 
Ref: Updated Evidence of February 4, 2011, Appendix A 
 
a) How does Kingston Hydro prioritize the capital projects shown in Table 1? 

 
The Applicant considers a number of factors when prioritizing capital projects, as noted at 
Exhibit 2, Tab 4, Schedule 8 “Asset Management Planning Process & Strategy”.  
Prioritization of the 2011 projects primarily involved the following considerations: 
 

• Risk of the asset failing and the impact that that would have on customers; 

• Age and condition of the infrastructure and the risk to public and worker safety; 

• Reducing potential customer impacts and improving system reliability. 
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b) Please provide a prioritization of the projects (and their costs) shown in Table 1 from the 
highest priority to the lowest priority. 
 
The Applicant has shown a prioritization of the 2011 projects with the exception of some 
items that cannot be prioritized as noted: 
 

Priority Project Value 
1 Annual Overhead Line Rebuilds $1,300,000  
2 Annual RFP for Structural Engineering Services $20,000  
3 Substation No.11 Circuit Breakers $584,000  
4 Substation No.8 Transformer $453,000  
5 Substation No.3 Circuit Breakers $968,000  
6 Alfred Street $549,000  
7 Transformer Vault 7 (TV7) $112,000  
8 Transformer Vault 18 (TV18) $50,000  
9 Transformer Vault 41 (TV41) $230,000  

10 Substation No.12 Relays $100,000  
11 Substation No.5 Relays $39,000  
12 Westdale $171,000  
13 SCADA $127,000  
14 Substation No.9 Protection Upgrades $40,000  
15 Motorized 44kV Disconnect $55,000  
16 Annual Substation Battery Replacement $60,000  

See Note i) Annual Overhead & Underground Services $60,000  
See Note ii) Annual Underground Cable Rebuilds $200,000  
See Note iii) Meters $100,000  
See Note iv) Tools & Equipment  $153,000  
See Note v) Enterprise Asset Management System Implementation $62,500  

 
Note i) This is for the normal service connection work that is customer driven. 
Note ii) The Applicant normally has cable faults that occur during the year that require 

emergency replacements; this is a contingency amount to address those 
occurrences. 

Note iii) This is for the routine replacement of meters to abide by Measurement Canada 
regulations. 

Note iv) This is for routine tool and equipment replacement and additions that occur 
throughout the year. 

Note v) The expense for this occurred in 2010, however it is to be in service in 2011. 
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Interrogatory # 52 
 
Ref: Updated Evidence of February 4, 2011, Appendix A 
 
With respect to the Substation No. 3 Circuit Breakers Project, please provide the following: 
 
a) The date upon which Kinston Hydro was advised that the 5kV breakers at this substation 

were obsolete and not repairable. 
 
Kingston Hydro was advised about the 5kV breakers at Substation No.3 on October 6, 2010 
when field staff updated the Electric Priority Database stating that the 5kV breakers at 
Substation No.3 “…continually need to be repaired in order to operate them. Need to look 
at replacing with retrofits or new Switch Gear Line”. 
 
While undertaking routine maintenance and testing in September 2010, Utilities Kingston 
found 8 of 11 breakers at Substation No.3 would not operate (Close) in the test position.  
Staff had to strip parts from two breakers of the same make and model located at 
Substation No.15 in order to repair and return all eight faulty breakers at Substation No.3 to 
service.  It took two weeks to complete the breaker repairs.  The two breakers at Substation 
No.15 from which parts were taken are now permanently out-of-service leaving no spare 
parts for future repairs. 
 
In addition to the recent maintenance challenge, there have also been difficulties in 
obtaining replacement parts for these breakers.  A breaker that was shipped out to the 
manufacturer’s repair shop was not returned to Kingston Hydro until 17 months later 
(August 2010), due to the difficulty they experienced in sourcing replacement parts from 
Europe.  That returned breaker was determined to be unusable as a result of the 
dislodgement of a critical component during routine shipping. 
 
Field staff also considered a long history of maintenance problems with the breakers at 
Substation No.3 and Substation No.15 when advising that the 5kV breakers at this 
substation were obsolete and not repairable.  These maintenance problems include the 
latch for charging motors, the spring charging mechanism, and linkage pin locking clips.  The 
most recent repair of one breaker was due to structural problems with several components 
including a lever, steel plate and a shock absorber. 
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b) Do all 11 of the circuit breakers need to be replaced at the same time, or can the circuit 
breakers be replaced one a time over a period of time, using the breakers that are 
replaced as backup for those not replaced?  Please explain. 
 
It has been determined that all 11 circuit breakers at Substation No.3 should be replaced at 
the same time for the following reasons: 
 

•  The breakers have typically failed to Close when operated from the Open position in 
the past.  However, there is concern that the breakers may fail to Open from the Closed 
position while in-service thus posing a safety hazard to staff and the public. 
 

•  Staff have noted clips and other parts dislodging from the switchgear during 
maintenance and testing.  There is a potential safety risk of exposing workers to an arc-
flash hazard in the event that a part dislodges while the breaker is in-service and causes 
a flash-over within a breaker cell. 

 

•  Since the entire substation must be de-energized whenever one or more circuit 
breakers are replaced, it is much less of an inconvenience to customers, as well as 
more efficient and cost-effective from a switching and labour perspective, to replace all 
11 circuit breakers. 

 

•  The circuit breakers are clearly a problem.  Using the same breakers as back-up to deal 
with failures, would not be prudent, as it would simply be creating the situation 
whereby a similar failure may result again, creating safety risks to staff and the public, 
as well as customer power outages.  Kingston Hydro does not consider it appropriate to 
delay the replacement of these circuit breakers. 
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Interrogatory # 53 
 
Ref: Updated Evidence of February 4, 2011, Appendix B 
 
a) Please provide the monthly balances forecast that result in the average amount of 

Kingston Hydro funds in the City's bank account of $5,579,323. 
 
The average amount of Kingston Hydro’s funds in the City’s bank account was based on an 
estimated beginning of year (January 1, 2011) amount of $5,423,936 and the end of year 
(December 31, 2011) amount of $5,734,709.  Kingston Hydro has not estimated balances 
for each month of 2011. 
 

b) What was the amount of Kingston Hydro funds in the City's bank account at the end of 
2010? 

 
Approximately $2,100,000 was in Kingston Hydro’s bank account at December 31, 2010. 

 
c) Has Kingston Hydro sought to place some of the funds held in the City's bank account into 

short term investments that pay a rate higher than price less 165 basis points?  If not, why 
not? 

 
Kingston Hydro has not sought to place any funds into short term investments.  Kingston 
Hydro believes that it does not have excess funds to invest outside of a bank account.  The 
amount planned to be in the bank account plus the amount of accounts receivable that is 
collected in a month, is needed to pay for the following month’s IESO invoice plus current 
expenditures coming due in a month. 
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Interrogatory # 54 
 
Ref: Updated Evidence of February 4, 2011, Appendix B 
 
Please provide a copy of the latest invoices received for insurance expenses for the 2011 test 
year.  Please also provide all of the invoices received for insurance expenses in the 2010 bridge 
year. 
 
We have attached the 2010 MEARIE and Frank Cowan Company insurance invoices.  The 
MEARIE invoice for comprehensive liability totals $42,191 and the Frank Cowan Company 
invoice for casualty, property and equipment totals $58,917.  In addition, Kingston Hydro was 
charged $17,489 from another policy that included a charge for general and automobile 
premiums for Kingston Hydro. 
 
We have also attached copies of the MEARIE and Frank Cowan Company invoices for the 2011 
test year.  The MEARIE invoice for comprehensive liability totals $70,220 plus 8% retail sales tax 
for a total premium of $75,838.  The Frank Cowan Company invoice for casualty, property and 
automobile totals $75,868 plus applicable taxes for a total premium of $80,403.  The total of the 
two invoices to Kingston Hydro for 2011 is $156,241. 
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Interrogatory # 55 
 
Ref: Updated Evidence of February 4, 2001, Appendix D 
 
a) Please confirm the following figures related to the adjustments for taxable income: 

 

  
Historical Bridge Test 

Additions Reserves from financial statements - balance at end of year 1,174,887 1,254,336 1,544,435 

Deductions 
Reserves from financial statements - balance at beginning of 
year 1,140,247 1,174,887 1,254,336 

Net Impact on Taxable Income 34,640 79,449 290,099 

 
Confirmed. 

 
b) Please explain the significant increase in the net impact on taxable income in the test year 

relative to the historical and bridge figures shown. 
 
The increase in the net impact on taxable income in the test year relative to the historical 
and bridge figures shown is a result of the change in Future Benefit Liabilities from 2009 to 
2010 and again from 2010 to 2011.  These amounts are only deductible when paid as per 
the KPMG letter.     

 
c) How has the increase in the reserves from the financial statements forecast for the test 

year been forecast?  In particular, what are the drivers behind the increase? 
 

The amount for the increase in reserves from the financial statements has been forecast 
based on the number of employees allocated to Kingston Hydro in each of the historical, 
bridge and test years.  In the 2009 historical test year, future benefit liabilities were 
calculated to be $1,006,343 based on an allocation of 43.79 employees for an average of 
$22,981.11 per employee.  In 2008, future benefit liabilities were calculated to be $967,775 
based on an allocation of 43.79 employees for an average of $22,100.36 per employee.  The 
average future benefit liability per employee for 2008 and 2009 (the previous 2 historical 
years) was $22,540.73 per employee. 
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The future benefit liabilities for 2010 were estimated to be $1,085,787 based on 48 FTE’s at 
$22,540.73 per FTE.  Please refer to Table 1 of Exhibit 4, Tab 4, Schedule 2 for the makeup 
of the 48 FTE’s. 
 
The future benefit liabilities for 2011 were estimated to be $1,375,886 based on 61 FTE’s at 
$22,540.73 per FTE.  Please refer to Table 1, of Exhibit 4, Tab 4, Schedule 2 for the makeup 
of the 61 FTE’s. 
 
Pension plan liabilities of $168,549 (2009 actual liability) are added to each of the above-
noted years to get total future benefit liabilities of $1,254,336 for 2010 and $1,544,435 for 
2011. 
 

 
 
 
 
   


