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Board Staff Interrogatories
Oshawa PUC Networks Inc.
2012 Electricity Distribution Rates Application
EB-2011-0073
As identified in the Procedural Order No. 3 issued on August 31, 2011, the Board has set September 28, 2011 for the date on which Technical Conference Questions are to be submitted for Oshawa PUC Networks Inc.’s (“Oshawa”) 2012 cost of service rebasing application, EB-2011-0073.  The following are Board staff’s Technical Conference Questions.
Issue 2.6 
Is the proposed rate base for the test year appropriate?
1  Reference:  
Board Staff Interrogatory # 18

It appears that there may be a typo in the part e) of the referenced interrogatory.  The 2011 Unplanned OH/UG Cable Replacement stated in Exhibit 2 page 51 is $374,058, while in response e) Oshawa stated the expense to be $374,958.  Please state the correct expense amount.
OPUCN Response

The correct amount is $374,058.

Issue 2.4 
Are the in-service dates accurate for projects closed prior to the test year ad are they appropriate for proposed projects?

2  Reference:  
Energy Probe # 16
EB-2007-00710 Decision March 19, 2008
In response to part a), Oshawa provided a table that reflects the actual expenditures in the Bridge Year up to June 30, 2011 of $3,589.000 with a full year projection of $10,740.059.  Board staff points out the following CAPEX performance of Oshawa:
· 2008 Board Approved = $10,99 million

· 2008 Actual = $6,724,404 per Exhibit 2 p 35 Table 7

· 2009 Actual = $6,253,710 per Exhibit 2 p 39 Table 8

· 2010 Actual = $4,685,736 per Exhibit 2 p 43 Table 9

a) Please explain how the year end estimate was made; and
b) Please explain, given historical delivery of CAPEX, how Oshawa can complete over $7 million in capital works in the last six months of 2011 while historically it has aspired but never achieved that level.

OPUCN Response

a) The yearend estimate was based on:

· Current status of the projects (100% completed or various stages) and estimated completion date.

· Material ordered and staged delivery times.

· Contracts awarded and estimated staged start/completion time.

· Commitments made by contractors, region, city or customers assuming no unforeseen circumstances.

b) For the last six months, OPUCN 2011 capital projects involve significant material purchases with estimated total value $3.65 million that are scheduled to be delivered before December 31, 2011. For example, 

· 3 substation transformer replacements projects have transformers delivery in September and October, 2011 with an estimated material value of $2.4 million. Total project value estimate of $2.7 million.

· Fleet delivery in August and December, 2011 with an estimated material value of $1 million. 

· Station breakers with delivery in September, 2011 with estimated material value of $250,000. 

The above costs will account for approximately $4 million. Remaining $3 million will materialize through other material costs (for example, distribution type transformers, poles, cables for Overhead and Underground projects), external or contract labour, internal labour and vehicles for the outstanding projects.

Issue 2.7
Is the accounting for smart meters in rate base appropriate?
3  Reference:  
Board Staff Interrogatory # 21
In response to a), Oshawa provided a status report as of June 30, 2011, showing that there are still outstanding installations to be made.

c) Please update the status of installations to the most recent date possible.

d) Please provide an estimate of remaining installations as of on December 31, 2011.

e) Please state when all installations are scheduled to be completed.

Oshawa, in response to c) provided the variances between the budgeted and actual costs for smart meters.  
f) Please provide a line by line explanation of the variances.
g) Please break out the budgeted and actual meter counts and average capital costs by rate class.

OPUCN Response

a) The Table below summarizes the installations to-date, smart meters remaining and total upon completion compared with the budget included in OPUCN’s IRM – EB-2009-0240.
[image: image1.emf]200920102011InstalledRemainingTotalBudget

Smart Meters:

Residential472          47,144         1,505         49,121         396                 49,517         43,800            

Commercial 32            2,242           1,002         3,276           488                 3,764           3,850              

504          49,386         2,507         52,397         884                 53,281         47,650            


The amount budgeted for the Residential customer class was incorrect at the time of the submission. The number of Residential customers at December 31, 2008 was 47,436 which is a more indicative estimate of the number of smart meters required for this class.

b) OPUCN continues to make progress with smart meter installations and except for a small number of “problematic” customers (less than 1%), expects to be complete by December 31, 2011.
c) Please refer to part b) above.

d) The budget included in OPUCN’s IRM – EB-2009-0240 is included in the Table below.
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Smart meters

Residential 43,800            49,517            5,717              

Commercial 3,850              3,764              86-                   

47,650            53,281            5,631              

Collectors 73                   75                   2                     

Repeaters -                 10                   10                   

Capital Costs

AMCD

Smart meter costs 3,633,313       4,860,674       1,227,361       91.23$              

Installation costs 3,368,379       824,352          2,544,027-       15.47$              

Workforce automation 16,316            980                 15,336-            0.02$                

Total AMCD costs 7,018,008       5,686,006       1,332,002-       106.72$            

AMRC

Collectors 210,098          157,406          52,692-            2.95$                

Repeaters -                 1,810              1,810              0.03$                

Installation 159,974          159,974          -                 3.00$                

Total AMRC costs 370,072          319,190          50,882-            5.99$                

AMCC

Computer hardware 25,000            25,000            -                 0.47$                

Computer software 10,000            10,000            -                 0.19$                

Licensing 86,692            86,692            -                 1.63$                

Total AMCC costs 121,692          121,692          -                 2.28$                

Other AMI costs

WAN 1,900              12,950            11,050            0.24$                

Customer equipment -                 -                 -                 -$                  

AMI Interface to CIS -                 -                 -                 -$                  

Professional Fees 30,000            36,460            6,460              0.68$                

Integration 20,000            90,000            70,000            1.69$                

Program Management 250,000          400,000          150,000          7.51$                

Total Other AMI Capital Costs 301,900          539,410          237,510          10.12$              

Total capital costs 7,811,672       6,666,298       1,145,374-       125.12$            

O M & A costs:

AMCD maintenance 500,000          371,173          128,827-          6.97$                

AMRC maintenance -                 -                 -                 -$                  

AMCC -                 -$                  

Hardware maintenance 3,750              3,750              -                 0.07$                

Software maintenance 126,411          65,241            61,170-            1.22$                

Total AMCC 130,161          68,991            61,170-            1.29$                

Other OM&A costs:

WAN 68,400            55,200            13,200-            1.04$                

Business process redesign 10,000            10,000            -                 0.19$                

Communications 50,000            22,367            27,633-            0.42$                

Training 25,000            -                 25,000-            -$                  

Other AMI expenses 562,500          250,000          312,500-          4.69$                

715,900          337,567          378,333-          6.34$                

Total OM&A costs 1,346,061       777,731          568,330-          14.60$              


	ITEM
	Variance (Over/Under))
	Explanation

	Units
	                5,631
	Explained in part (a) above.

	Smart meter costs
	      $ 1,227,361
	Estimate for number of meters was low.
Budgeted average cost did not include more expensive commercial meters.

	Other AMCD costs
	      $(2,559,363)
	Signed contract with 3rd party after budget with significant benefits over original estimates.

	Total AMRC costs
	      $     (50,882)
	Budgeted price was higher than actual.

	Total AMCC costs
	          Nil
	Forecasting to budget at this time.

	Other AMI costs
	      $    237,510
	Principally due to program mgt cost. Signed a 3rd party agreement to manage project from end to end.

	Total Capital
	      $(1,145,374)
	Budget $163.94 per unit compared with $127.23 forecasted actual.

	AMCD maint costs
	         $(128,827)
	Budget was high due to incomplete information at the time.

	Other AMCC costs
	           $(61,170)
	MAS maintenance higher than budgeted.

	Other AMI costs
	         $(378,333)
	Principally due to budgeted wage for operating MAS. Contracted with 3rd party until conversion complete. Project did not take as long to implement as originally thought.


e) The number of meter counts is included in Tables above. The average capital cost per meter for Residential and Commercial customers is approximately $108 and $352 respectively.
Issue 4.1
Is the OM&A forecast for the test year appropriate?

4  Reference:  
Board Staff Interrogatory # 33

Board staff is seeking clarification to part c) of the referenced interrogatory.  Other than for LEAP, are there any amounts in the forecast test year for legacy programmes that provide assistance to customers in paying their bills?
OPUCN Response

There are no amounts in the forecast test year for legacy programmes that provide assistance to customers in paying their bills.
5  Reference:  
Board Staff Interrogatory # 35

Board staff Interrogatory # 37
Shareholder Declaration
Affiliate Relationship Code

In Part b i) of Board Staff Interrogatory # 35, Oshawa stated that the OSHAWA Board of Directors is composed of 7 members.  Section 2.1.2 of the Affiliate Relationship Code states that at least one-third of a distributor’s Board of Directors is to be independent from any affiliate.  
h) Please explain the discrepancy between the Shareholder Declaration that stipulates a board of directors for WiresCo to consist of eight members and the response that there are seven members.

i) Please confirm that Oshawa is in compliance with the Affiliate Relationship Code.

j) If Oshawa is not in compliance, please state why it is not in compliance, and what steps will be taken to bring it into compliance in the test year. 
In part b) of Board Staff Interrogatory # 37, Oshawa states that four members of the Oshawa’s Board are members of Oshawa’s Board.  The Shareholder Declaration stipulates that HoldCo shall consist of three members.

k) Please explain the apparent discrepancy.

Section 10 of the Shareholder Declaration concerns director compensation.  For the test year:
l) Please state the maximum compensation for directors;

m) Please provide the individual levels of compensation; and

n) Please state the compensation levels for those on the OSHAWA Board and the OPUC Board.
OPUCN Response
a) A vacancy occurred as a result of a Board member resigning in January 2011. OPUCN expects a replacement will be appointed in accordance with the Shareholder Declaration.

b) OPUCN confirms that it is in compliance with the Affiliate Relationship Code.

c) OPUCN confirms that it is in compliance with the Affiliate Relationship Code.
d) In part b) of Board Staff Interrogatory # 37, OPUCN stated that four members of the OPUCN’s Board are members of OPUC’s Board. The correct response is three members of the OPUCN’s Board are members of OPUC’s Board.

e) There are currently seven OPUCN Board members. The Chairman of the Board of Directors receives a premium and the remaining Board members receive equal amounts. Total compensation for OPUCN’s Board of Directors is $155 thousand.

f) Section 2.7.4 of the Board’s filing requirements states; “Where there three or fewer employees in any category, the applicant should aggregate this category”. OPUCN believes the filing requirement applies to its Board of Directors and in accordance has provided aggregate amounts for compensation. Please refer to part e) above. 

g) See part f) above. 
Issue 4.3
Is the proposed depreciation/amortization expense for the test year appropriate

6  Reference:  
Board Staff Interrogatory # 41
In response to part a) Oshawa is proposing to depreciate its assets on the basis of straight line remaining life, and to employ the ½ year rule.
o) Is Oshawa assuming that the average useful life is equal to the remaining life?

p) Oshawa is planning to replace assets in its test year, such as investing $4.9 million for station transformers and equipment.  This new equipment will have a useful life presumably longer than the transformers being replaced.  Did Oshawa consider that its replacing older plant, which existed when the Metsco assessment was made, with new plant would result in longer remaining lives?
OPUCN Response

a) OPUCN is not assuming that the average useful life is equal to the remaining life. The remaining life is calculated as: Asset Useful Life - (Current Date - Acquisition Date). An asset acquired in the year 2000, in a class determined to have a useful life of 25 years, would be deemed to have a remaining life of 13 years in 2012.

b) As noted in part a) above, the remaining life of new plant is determined according to a formula of which the estimated useful life of the particular asset class is the key factor.
Issue 4.4
Are the 2012 compensation costs and employee benefits appropriate?

7  Reference:  
Board Staff Interrogatory # 42

Oshawa has provided a table showing the determination of its forecast of the OMERS premium.  While the rates for “up to CPP limit” and “balance” are appropriate for 2011 and 2012, Board staff would like to see the determination of the blended rates.  Please provide the calculation of the blended rates.
OPUCN Response

The blended rate was calculated in detail as part of the 2011 budget exercise, yielding 8.55% as shown. The 2012 blended rate was derived by taking the 2011 rate and adding 1% - reasonable given that the 2012 contribution rates were to rise by 0.9% and 1.1%. The 2012 threshold for the lower rate has not been finalised.

Using an estimated threshold increase similar to 2011 (2.3%), the table below predicts the blended rate for 2012 to be 9.9% which would result in an additional $28,000 in OMERS expense in 2012.
[image: image3.wmf]OMERS Contribution Rates

Forecast

Forecast

2011

2012

CPP Limit   (2012 estimated)

48,300 

49,411 

Headcount

74

79

Forecast Salaries & Wages - up to CPP limit

3,815,700 

3,903,461 

Rate

7.4%

8.3%

OMERS expense

282,362 

323,987 

Forecast Salaries & Wages - balance

1,797,358 

2,242,459 

Rate

10.7%

12.8%

OMERS expense

192,317 

287,035 

Forecast Salaries & Wages - Total

A

5,613,058 

6,145,920 

OMERS expense - Total

B

474,679 

611,022 

Blended Rate

A / B

8.5%

9.9%


8  Reference:  
Board Staff Interrogatory # 43
In response to the referenced interrogatory, Oshawa stated that the last valuation was at December 31, 2009, and that the estimate used by Oshawa in the Application was based on the updated assessment provided by AON.  Please provide that update and how it was used to derive the increases in bridge year and test year costs for post retirement benefits found on Exhibit 4, Table 16.
OPUCN Response
A copy of the Table provided by AON Hewitt/Health and Benefits Practice is provided below.

Under CGAAP (CICA 3461), the expense for 2011 and 2012 is approximately $1.1 million per year. Under IFRS (IAS 19), the comparable expense for 2011 and 2012 is approximately $1 million based on OPUCN electing to recognize the unamortized net loss as at December 31, 2010.

OPUCN obtained a valuation from AON Hewitt as at December 31, 2009. Based on discussions with OPUCN’s representative at AON Hewitt, interest rates did not change significantly from the date of the last full valuation which is the primary driver for changes in the “Accrued Benefit Obligation” over a period of one year. Based on this discussion, OPUCN did not believe the cost of a full valuation was necessary for the rate Application.
[image: image4.emf]CICA 3461 (Assume Continuance)

Total

Accrued Benefit Liability (ABL) at December 31, 2010

Accrued Benefit Obligation (ABO) at December 31, 2010 $12,751,000

Unamortized net actuarial (gain)/loss 2,554,100

Adjustment to retained earnings 0

Liability recognized in balance sheet (ABL) $10,196,900

Projected Expense from January 1, 2011 to December 31, 2011

Service Cost $271,500

Interest Cost 714,300

Amortization of actuarial (gain)/loss 106,400

Benefit cost $1,092,200

Projected ABL at December 31, 2011

ABO at December 31, 2011 $13,203,400

Unamortized net actuarial (gain)/loss 2,447,700

Adjustment to retained earnings 0

Liability recognized in balance sheet (ABL) $10,755,700

Estimated Expense from January 1, 2012 to December 31, 2012

Service Cost $286,700

Interest Cost 739,500

Amortization due to curtailment 93,800

Benefit cost $1,120,000

IAS 19 (January 1, 2011 Transition)

Total

Accrued Benefit Liability (ABL) at December 31, 2010

Accrued Benefit Obligation (ABO) at December 31, 2010 $12,751,000

Unamortized net actuarial (gain)/loss 0

Adjustment to retained earnings 0

Liability recognized in balance sheet (ABL) $12,751,000

Projected Expense from January 1, 2011 to December 31, 2011

Service Cost $271,500

Interest Cost 714,300

Amortization of actuarial (gain)/loss 0

Benefit cost $985,800

Projected ABL at December 31, 2011

ABO at December 31, 2011 $13,203,400

Unamortized net actuarial (gain)/loss 0

Adjustment to retained earnings 0

Liability recognized in balance sheet (ABL) $13,203,400

Estimated Expense from January 1, 2012 to December 31, 2012

Service Cost $286,700

Interest Cost 739,500

Amortization of actuarial (gain)/loss 0

Benefit cost $1,026,200


Issue 4.7
Is the Test Year Forecast of PILs appropriate?

9  Reference:  
Board Staff Interrogatory # 44
Exhibit 10, Table 2
The closing December 31, 2010 UCC balances as per the 2010 tax return do not agree to the opening January 1, 2011 UCC balances as per Table 37 Exhibit 4 page 72.  In particular the closing 2010 Class 47 and Class 95 balances on the tax return do not tie to the opening 2011 balances in the pre-filed evidence.

q) Please update Table 37 Exhibit 4 page 72 and Table 39 Exhibit 4 page 73 so that the closing UCC balances as per the 2010 tax return correctly flow through the UCC Continuity Schedules in the application and generate the correct CCA.  Please explain any differences.  Please update Table 36 Exhibit 4 page 71 with the updated CCA for the test year.

r) Please update Oshawa’s evidence where appropriate with the revised PILs provision.

s) What does CCA Class 95 on the 2010 tax return represent?  Why is there 0% CCA rate on this class?
t) As per Table 2, Exhibit 10, the PILs expense for the test year was forecasted to be $1,240,000 under CGAAP, and $1,285,000 under MIFRS.  The $1,240,000 for the PILs provision ties to the pre-filed evidence PILs provision.  The filing requirements require PILs calculated under both CGAAP and MIFRS.
The determination of PILs under CGAAP should be based on CGAAP for the historical, bridge and test years.  The calculation of PILs under MIFRS should be based on CGAAP for the historical year and MIFRS for the Bridge and Test Years.

1. Please update the PILs provision for the test year prepared under solely CGAAP in Table 2, Exhibit 10.  Please provide the detailed PILs calculation.
2. Please update the PILs provision in Table 2, Exhibit 10, and other supporting schedules in the application, for the test year under MIFRS.  (E.g. include the add back of depreciation expense to taxable income under MIFRS of $5,115,000 rather than $5,262,000.)  Please provide the detailed PILs calculation.
OPUCN Response

a) OPUCN filed updated evidence October 13th covering several items, and included a revised 2012 PILS amount of $1,020,286. This adjustment to the 2010 CCA ending balance, based on the actual tax return filed after the Rate Application was submitted, results in a reduction in the above 2012 PILS amount of $9,614 to $1,020,286.
Below are the requested Tables 36, 37 and 39 from Exhibit 4 updated to include all of the changes noted above:
TABLE 36 (Revised)

[image: image5.emf]Description2011 Bridge2012 Test

Determination of Taxable Income

Utility Income Before Taxes2,974,0684,030,821

Book to Tax Adjustments

Additions to Accounting Income:

Amortization of tangible assets5,096,7984,938,054

Charitable donations4,5000

Reserves from financial statements- balance at end of year10,731,27311,243,273

Other Additions (Apprenticeship Tax Credits)10,00036,000

Total Additions 15,842,57116,217,327

Deductions from Accounting Income:

Deductions:

Capital cost allowance from Schedule 84,592,6165,361,195

Reserves from financial statements - balance at beginning of year10,215,27310,731,273

Total Deductions 14,807,88816,092,468

Regulatory Taxable Income 4,008,7504,155,680

Corporate Income Tax Rate 28.00%24.32%

Subtotal 

Less:

 R&D ITC (0.3)

Regulatory Income Tax 1,122,4721,010,672

Calculation of Utility Income Taxes

Income Taxes1,122,4721,010,672

Large Corporation Tax00

Ontario Capital Tax00

Total Taxes 1,122,4721,010,672

Tax Rates

Federal Tax 16.50%15.00%

Provincial Tax 11.75%10.19%

Tax Credit Adjustment-0.25%-0.87%

 Total Tax Rate 28.00%24.32%

Tax Calculations 


TABLE 37 (Revised)
2011 CCA CONTINUITY SCHEDULE 

[image: image6.emf]ClassClass Description

UCC Prior Year 

Ending Balance

UCC Bridge 

Year Opening 

Balance Additions

UCC Before 

1/2 Yr 

Adjustment

1/2 Year Rule 

{1/2 

Additions 

Less 

Disposals}Reduced UCCRate %CCA

UCC Ending 

Balance

1Distribution System - 1988 to 22-Feb-200543,616,63543,616,635043,616,635043,616,6354%1,744,66541,871,970

2Distribution System - pre 1988000006%00

6Buildings (No footings below ground)0000010%00

8General Office/Stores Equip900,613900,61396,829997,44248,414949,02820%189,806807,637

10Computer Hardware/  Vehicles514,817514,8171,194,5001,709,317597,2501,112,06730%333,6201,375,697

10.1Certain Automobiles0000030%00

12Computer Software00154,500154,50077,25077,250100%77,25077,250

42Fibre Optics38,67038,670038,670038,67012%4,64034,030

13Leasehold Improvements00260,000260,000130,000130,00020%26,000234,000

13 3Lease # 30000000

13 4Lease # 40000000

14Franchise0000000

17

New Electrical Generating Equipment Acq'd after Feb 

27/00 Other Than Bldgs000008%00

43.1

Certain Energy-Efficient Electrical Generating 

Equipment0000030%00

45Computers & Systems Hardware acq'd post Mar 22/0438,65438,654038,654038,65445%17,39421,259

50Computers & Systems Hardware acq'd post Mar 19/078,4268,42608,42608,42655%4,6343,792

46

Data Network Infrastructure Equipment (acq'd post 

Mar 22/04)0000030%00

47Distribution System - post 22-Feb-200522,915,46122,915,4619,034,23031,949,6904,517,11527,432,5768%2,194,60629,755,084

SUB-TOTAL - UCC68,033,27668,033,27610,740,05878,773,3345,370,02973,403,3054,592,61674,180,719


TABLE 39 (Revised)
2012 CCA CONTINUITY SCHEDULE 

[image: image7.emf]ClassClass Description

UCC Prior 

Year Ending 

Balance

UCC Bridge 

Year 

Opening 

Balance Additions

UCC Before 

1/2 Yr 

Adjustment

1/2 Year Rule 

{1/2 Additions 

Less 

Disposals}Reduced UCCRate %CCA

UCC Ending 

Balance

1Distribution System - 1988 to 22-Feb-200541,871,97041,871,970041,871,970041,871,9704%1,674,87940,197,091

2Distribution System - pre 19880000006%00

6Buildings (No footings below ground)00000010%00

8General Office/Stores Equip807,637807,63750,000857,63725,000832,63720%166,527691,109

10Computer Hardware/  Vehicles1,375,6971,375,6971,270,0002,645,697635,0002,010,69730%603,2092,042,488

10.1Certain Automobiles00000030%00

12Computer Software77,25077,25050,000127,25025,000102,250100%102,25025,000

42Fibre Optics34,03034,030034,030034,03012%4,08429,946

13Leasehold Improvements234,000234,00025,000259,00012,500246,50020%49,300209,700

13 3Lease # 300000000

13 4Lease # 400000000

14Franchise00000000

17

New Electrical Generating Equipment Acq'd after 

Feb 27/00 Other Than Bldgs0000008%00

43.1

Certain Energy-Efficient Electrical Generating 

Equipment00000030%00

45

Computers & Systems Hardware acq'd post Mar 

22/0421,25921,259021,259021,25945%9,56711,693

50

Computers & Systems Hardware acq'd post Mar 

19/073,7923,79203,79203,79255%2,0851,706

46

Data Network Infrastructure Equipment (acq'd post 

Mar 22/04)00000030%00

47Distribution System - post 22-Feb-200529,755,08429,755,0849,222,19438,977,2794,611,09734,366,1828%2,749,29536,227,984

SUB-TOTAL - UCC74,180,71974,180,71910,617,19484,797,9135,308,59779,489,3165,361,19579,436,718


u) Please see part a) above and filing dated October 13th.

v) CCA Class 95 on the tax return represents work in progress not eligible for capital allowances.

d) Please refer to points below:

1. The PILS provision of $1,240,000 filed May 31st was calculated on the assumption that MIFRS would have an immaterial impact on OPUCN’s financial reporting and PILS calculations. The table below shows the updated CGAAP 2012 PILS calculation updated for all changes to date:

TABLE 36 (CGAAP Revised)
[image: image8.emf]Description2011 Bridge2012 Test

Determination of Taxable Income

Utility Income Before Taxes3,744,6204,305,278

Book to Tax Adjustments

Additions to Accounting Income:

Amortization of tangible assets4,362,9095,261,598

Charitable donations4,5000

Reserves from financial statements- balance at end of year10,731,27311,243,273

Other Additions (Apprenticeship Tax Credits)10,00036,000

Total Additions 15,108,68216,540,871

Deductions from Accounting Income:

Deductions:

Capital cost allowance from Schedule 84,589,8065,376,569

Reserves from financial statements - balance at beginning of year10,215,27310,731,273

Total Deductions 14,805,07916,107,841

Regulatory Taxable Income 4,048,2234,738,307

Corporate Income Tax Rate 28.00%24.55%

Subtotal 

Less:

 R&D ITC (0.3)

Regulatory Income Tax 1,133,6231,163,426

Calculation of Utility Income Taxes

Income Taxes1,133,6231,163,426

Large Corporation Tax00

Ontario Capital Tax00

Total Taxes 1,133,6231,163,426

Tax Rates

Federal Tax 16.50%15.00%

Provincial Tax 11.75%10.31%

Tax Credit Adjustment-0.25%-0.76%

 Total Tax Rate 28.00%24.55%

Tax Calculations 


2. Please see evidence filed October 13th and part a) above.
Issue 9.1
Are the account balances, cost allocation methodology and disposition period appropriate?
10  Reference:  
Board Staff Interrogatory # 52

In part f) Oshawa included Account 1521 Special Purpose Charge Assessment Variance in Table 5 from Exhibit 9.

w) Please update the table provided in Board Staff Interrogatory 52 f) with the principal balance in Account 1521 as at December 31, 2010 with carrying charges forecast to December 31, 2011.  Please update Table 7 on Exhibit 9 page 17 of the pre-filed evidence with Account 1521 accordingly.
x) Please update the table provided in Board Staff Interrogatory 52 f) with the principal balance in Account 1521 as at June 30, 2011 with carrying charges forecast to December 31, 2011.  Please update Table 7 on Exhibit 9 page 17 of the pre-filed evidence with Account 1521 accordingly.
y) In addition to adding Account 1521 to the table provided in Board Staff Interrogatory 52 f) as described in part a) of this question, please add the forecasted principal balance in Account 1592 sub-account HST/OVAT ITCs as at December 31, 2011, with carrying charges also forecasted to December 31, 2011.  Please provide another version of Table 7 on Exhibit 9 page 17 of the pre-filed evidence with Account 1521 and Account 1592 accordingly.
z) In addition to adding Account 1521 to the table provided in Board Staff Interrogatory 52 f) as described in part a) of this question, please add the principal balance in Account 1592 sub-account HST/OVAT ITCs that should have existed as at December 31, 2010, with carrying charges also forecasted to December 31, 2011.  Please provide another version of Table 7 on Exhibit 9 page 17 of the pre-filed evidence with Account 1521 and Account 1592 accordingly.
OPUCN Response

aa) The principal balance in account 1521 at Dec 2010 was $192,721. There is no value in adding this to the balances to be disposed as there was a rate rider in place, designed to clear this balance, until May 2011. To add $192,721 plus interest to the balances to be disposed per Exhibit 9, Table 7 would give a misleading view of the rate riders being requested. 

As noted in the interrogatory response, the balance in account 1521 at June 30, 2011 was just $923 and the projected Dec 31, 2011 balance including interest was $1,952.

Adding this amount to the disposition request results in minimal change to the proposed rate riders as filed (zero change in Residential, GS<50 and USL rate riders, with the change for other categories ranging from 0.0003 to 0.004).  

ab) Please see part a) above.

ac) Please see requested tables below:

Updated Table from Board Staff Interrogatory 52 f):

[image: image9.emf]Account DescriptionAcctAllocatorTotal

Amount

Group 1 Accounts

RSVA - Wholesale Market Service Charge1580kWh(1,195,583)

RSVA - Retail Transmission Network Charge1584kWh1,369,978 

RSVA - Retail Transmission Connection Charge1586kWh(153,887)

RSVA - Power (excluding Global Adjustment)1588kWh49,496 

RSVA - Power - Sub-Account - Global Adjustment1588non RPP kWh(468,212)

Recovery of Regulatory Asset Balances1590kWh6,114 

(392,094)

Group 2 Accounts

Other - SubAccount Ampco Motion Costs1508Dx Revenue49,111 

Other - SubAccount Acsys Deferred Revenue1508Dx Revenue(25,916)

Other - SubAccount Capital Recovery (2008 Rates Motion)1508Dx Revenue27,612 

Special Purpose Charge Assessment Variance1521Dx Revenue1,952 

HST/OVAT ITC's1592Dx Revenue(40,874)

RSVA - One-time Wholesale Market Service1582kWh63,623 

Group 2 Sub-Total75,509 

Total Disposition Amount Requested(316,585)

Group 1 Sub-Total (including Account 1588 - Global Adjustment)


Updated Table 7, Exhibit 9:

[image: image10.emf]Deferral and Variance Accounts:Disposition 

Amount

AllocatorResidentialGS < 50 

kW

GS 50 to 

999 kW (I1 

& I4)

GS 1,000 

to 4,999 

kW (I2)

Large Use 

(I3)

Unmetered 

Scattered 

Loads

Sentinel 

Lights

Street 

Lighting

WMSC - Account 1580(1,195,583)kWh(523,664)(143,778)(391,466)(83,737)(37,075)(3,561)(43)(12,259)

One-Time WMSC - Account 158263,623 kWh27,867 7,651 20,832 4,456 1,973 190 2 652 

Network - Account 15841,369,978 kWh600,048 164,750 448,568 95,951 42,483 4,081 49 14,047 

Connection - Account 1586(153,887)kWh(67,402)(18,506)(50,387)(10,778)(4,772)(458)(6)(1,578)

Power - Account 1588 (excl Global 

Adjustment)49,496 kWh21,679 5,952 16,206 3,467 1,535 147 2 508 

Power - Account 1588 subAcct Global 

Adjustment(468,212)

non RPP 

kWh(28,888)(56,306)(283,899)(60,728)(26,888)(2,583)(31)(8,890)

RARA - Account 15906,114 kWh2,678 735 2,002 428 190 18 0 63 

Subtotal - RSVA 

(328,470)32,319 (39,501)(238,144)(50,940)(22,554)(2,166)(26)(7,458)

Other - SubAccount Ampco Motion 

Costs Acct 150849,111 Dx Revenue29,180 6,972 8,862 1,339 551 161 11 2,035 

Other - SubAccount Acsys Deferred 

Revenue Acct 1508(25,916)Dx Revenue(15,399)(3,679)(4,676)(707)(291)(85)(6)(1,074)

Other - SubAccount Capital Recovery 

(2008 Rates Motion) Acct 150827,612 Dx Revenue16,406 3,920 4,982 753 310 90 6 1,144 

HST/OVAT ITC's - Account 1592(40,874)Dx Revenue(24,286)(5,803)(7,375)(1,114)(459)(134)(9)(1,694)

Special Purpose Charge Assessment 

Variance - Account 15211,952 Dx Revenue1,160 277 352 53 22 6 0 81 

Subtotal - Non RSVA, Variable

11,885 7,062 1,687 2,145 324 133 39 3 492 

Total to be Recovered 

(316,585)39,380 (37,814)(235,999)(50,616)(22,421)(2,128)(23)(6,965)

Balance to be collected or refunded, 

Variable(316,585)39,380 (37,814)(235,999)(50,616)(22,421)(2,128)(23)(6,965)

Balance to be collected or refunded, 

Fixed0 0 0 0 0 0 0 0 0 

Number of years for Variable

1

Number of years for Fixed 

1

Balance to be collected or refunded per 

year, Variable(316,585)39,380 (37,814)(235,999)(50,616)(22,421)(2,128)(23)(6,965)

Balance to be collected or refunded per 

year, Fixed0 0 0 0 0 0 0 0 0 

DeferralandVarianceAccountRate

Riders, Variable0.0001 (0.0003)(0.2727)(0.2777)(0.3176)(0.0007)(0.2186)(0.2380)

Billing DeterminantskWhkWhkWkWkWkWhkWkW

DeferralandVarianceAccountRate

Riders, Fixed (per mth)0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 


A summary of the impact is shown below:

[image: image11.emf]Deferral and Variance Accounts:ResidentialGS < 50 

kW

GS 50 to 

999 kW (I1 

& I4)

GS 1,000 

to 4,999 

kW (I2)

Large Use 

(I3)

Unmetered 

Scattered 

Loads

Sentinel 

Lights

Street 

Lighting

Change V Exhibit 9, Table 7(0.0000)(0.0000)(0.0081)(0.0058)(0.0062)(0.0000)(0.0801)(0.0551)


d) Please see response to part a) above. The balance on Account 1592 sub-account HST/OVAT ITCs that should have existed as at December 31, 2010, with carrying charges also forecasted to December 31, 2011 would have been $20,505. 

11  Reference: 
Board Staff Interrogatory #53

Exhibit 1 Appendix D page 214, 2010 Audited Financial Statements
In the referenced response Oshawa shows that $563,734 was added to revenue reported for regulatory purposes of $98,133,904.  This addition was done to support the total revenue recorded in the audited financial statements of $98,697,638 (for financial reporting purposes). 

Total Revenue for Regulatory Purposes




$98,133,904

Smart Meter Revenue Included in Audited Financial Statements

     $563,734

Total Revenue for Audited Financial Statements



$98,697,638

a) Please state in which Uniform System of Account number the $563,734 of smart meter revenue is recorded.

b) Please explain why there is a discrepancy between the total revenue recorded for financial reporting purposes and the total revenue recorded for regulatory purposes when the balances reported in RRR 2.1.7 as at December 31, 2010 for Account 1555 and Account 1556 agree to the total smart meter variance account balances disclosed in Note 4 of the 2010 audited financial statements.

	1555   Smart Meter Capital and Recovery Offset Variance
	4,369,828 

	1556   Smart Meter OM&A Variance
	     76,929 

	Total Smart Meter Variance Accounts Reported in RRR 2.1.7
	4,446,757

	Total Smart Meter Variance Accounts Reported in Audited Financial Statements
	4,447,000

	Discrepancy (due to rounding differences)
	          243


OPUCN Response
a) For financial reporting purposes, OPUCN accrued revenue and related OM&A, depreciation and PILs charges attributed to its investment and operating expenses incurred in the smart meter initiative. Under smart meter guidelines, OPUCN was not eligible for disposition and recovery of smart meter costs and thereby did not recognize the revenue and associated costs in its regulatory financial statements. However, under CGAAP OPUCN and its auditors agreed the transactions should be recorded and recognized in its financial statements.
b) Please refer to part a) above. OPUCN recorded certain transactions under CGAAP accounting rules that were not recorded for regulatory purposes. OPUCN recognized that the rules under CGAAP and regulatory guidelines as they relate to the smart meter initiative are not consistent. The result is an accrual of certain transactions for CGAAP that were not recognized under regulatory guidelines. OPUCN will reverse and accrue the estimates under CGAAP until disposition and recovery is complete at which time the financial reports will align.
12  Reference: 
Board Staff Interrogatory # 58

a) Please explain how OSHAWA has followed the December 2010 FAQs when the balance submitted in the response to the referenced response is a debit and not a credit balance.  Please provide any new balance with supporting calculations.
b) The December 2010 FAQs states that the balance for Account 1592 sub-account HST/OVAT ITCs  is to be recorded from July 1, 2010  through to the year prior to the year which the distributor is to rebase.  Please provide the appropriate balance.
c) In part c) of the reference, OSHAWA confirmed that zero amounts will be recorded in this sub-account for the Test Year and forward.  Please explain why OSHAWA has recorded balances through to December 31, 2012. 
d) Please confirm that OSHAWA has not recorded in the sub-account HST/OVAT ITCs received on items such as legal and audit fees, which were not previously subject to PST but now are subject to HST and eligible to receive ITCs.  These items were not previously subject to PST, they are therefore not incremental ITCs to be recorded in the sub-account.

e) Please confirm that OSHAWA has not recorded in the sub-account HST/OVAT ITCs the incremental HST on items not previously subject to PST, (e.g. natural gas and electricity utility costs that became subject to the HST.)
OPUCN Response

a) The balance of $40,467 provided in the referenced response is a credit balance. 

b) The balance provided is correct and covers the savings for the period July 2010 to December 2011. The amount was arrived at by calculating actual savings for the 12 month period July 2010 to June 2011 and then pro-rating to the end of 2011. The heading of the table provided should read “Summary of PST Savings from July 2010 to Dec 2011”, not “to Dec 2012”.

c) Please see part b) above. No amounts are recorded for 2012.

d) Confirmed.

e) Confirmed.
13  Reference: Account 1562 

Board Staff Interrogatory # 60

In looking at the billing determinants (kWh and kW) in the attached PILs Revenue Worksheets for 2002-2006, and comparing it to the energy and demand numbers filed in 2006 EDR, 2008 EDR, and 2012 EDR for the historical periods of 2002-2006 found in the attached PDF file, there appears to be inconsistencies.  As a result, the PILs Revenue amounts in the Account 1562 Continuity Schedule may need to be updated.

ad) Please reconcile the volumetric data used in the PILs Revenue Worksheets with the rate application data.

ae) Please update the volumetric data and PILs Revenue in the PILs Revenue Worksheets.

af) Please update the PILs revenue amounts in the Account 1562 Continuity Schedule.

OPUCN Response

While gathering the necessary data to perform the work required in calculating the Deferred PILS balance, OPUCN found a number of gaps and inconsistencies in the data at hand. For this reason, OPUCN requested its billing provider to recreate the billing data from market open. OPUCN used this data as the billing determinants in the PILS Revenue workings, and is confident that it is correct.

The key data used in the Rate Application load forecast is the data relating to purchases from the IESO, all of which is fully reconciled.


