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Question #1 
Reference: i) Exhibit 1, pages 31-32 
 
a) Please indicate where in the Application PUCD has provided an 
explanation as to the reasons for each of the three new variance accounts 
it is requesting. If not provided as part of the current Application, please 
provide the following for each of the new accounts requested: 
• A description as to the purpose of the account (i.e., why is it needed) 
• An explanation as to precisely what costs/revenues will be recorded in 
the account 
• A draft accounting order for the account. 
 
Response 
Please refer to response to OEB staff interrogatories 45, 46 and 47. 
 
 
b) Please clarify whether PUCD is seeking approval of a deemed debt/equity 
structure of 53/47 as quoted here or 53.33/46.67 as set out in Exhibit 6. 
 
Response 
PUC Distribution is seeking approval for a deemed debt/equity structure of 
53.33/46.67. In Exhibit 1 page 31-32 in the summary of approvals requested 
the debt/equity ratio is rounded and stated as 53/47. 
 
c) Exhibit 5 sets out the December 31, 2006 balances for the deferral and 
variance accounts that PUCD is proposing to clear as part of this 
Application. Does PUCD have non-zero balances in any of the other 
deferral and variance accounts it is seeking to continue after May 1, 2008. 
If yes please provide: 
• A continuity schedule that sets out the balance of the account and the 
annual changes from December 31, 2004 to December 31, 2006 
• An explanation as to why PUCD is not seeking to clear the December 
31, 2006 balances. 
 
Response 
PUC Distribution has the following deferral and variance accounts that 
have non-zero balances that will be continued but are not part of this 
application: 
1555 – Smart meter capital variance account 
1562 – Deferred payments in lieu of taxes 
1563 – PILS Contra Account 
1565 – CDM Expenditures and Recoveries 
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1566 – CDM Contra Account 
 
OEB 
Account 

Dec. 31 
2004 
Balance 

Change in  
Balance 

Dec. 31, 
2005 
Balance 

Change 
in 
Balance 

Dec. 31, 
2006 
Balance 

 $ $ $ $ $ 
1555 0 0 0 (57,946) (57,946) 
1562 (144,201) (169,057) (313,258) (16,699) (329,957) 
1563 0 166,473 166,473 163,484 329,957 
1565 0 (371,580) (371,580) 162,820 (208,761) 
1566 0 0 0 208,751 208,751 
 
PUC is not seeking to clear the above balances. The above accounts are 
variance/deferral accounts that the OEB has up to accumulate costs with 
the related contra account with the exception of smart meters account 
1555. Account 1555 accumulates revenue from the OEB approved rate rider 
for smart meters. 
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Question #2 
 
Reference: i) Exhibit 1, page 33 
 
a) Please confirm whether or not PUCD has been authorized (as yet) to 
undertake Smart Meter installations by the provincial government. If it 
has, please provide a copy of the authorization. If not, does PUCD have 
any indication as to when such authorization will be provided? 
 
Response 
PUC Distribution has not been authorized to undertake smart meter 
installations. The utility is a member of the Northeast Ontario utilities 
working group(referred to in some documents as District 9) who are 
working together to meet the government mandate of smart meter 
installations by the end of 2010. The District group through its consultant is 
participating as an observer in the London Hydro Smart Meter RFP 
process. The Ministry of Energy has been informed of the status and 
approach by the Northeast utilities with respect to smart meters. The 
Assistant Deputy Minister, Consumer and Regulatory Affairs, has provided 
correspondence dated December 21, 2007, that the Ministry of Energy will 
recommend to Cabinet an amendment to O. Reg. 427/06 to accommodate 
London Hydro and consortium members as well as any other LDCs outside 
the consortium (PUC Distribution as part of the District 9 group) that have 
chosen to participate in the process.  Subject to the evaluation process and 
negotiations with the AMI vendors and installation vendors, PUC 
Distribution is hopeful that implementation can commence in late summer 
or early fall of 2008.  
Costs incurred with respect to the smart meter initiative are being collected 
in a variance account to be offset by the smart meter rate adder of $.26 per 
month subject  to amendments to required regulations to allow PUC 
Distribution to proceed with full implementation. 
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Question #3 
 
Reference: i) Exhibit 1, pages 42-43 
 
a) Please provide a copy of the Service Agreement between PUC 
Distribution and PUC Services (per page 115). In doing so, please ensure 
any schedules describing the services to be provided by PUC Services 
and the pricing arrangements are also included. 
 
Response 
Please see below 
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b) Is PUC Energy considered to be a “customer” of PUCD? If so, what 
customer class is it included in and is it treated as a single customer for 
purposes of establishing customer counts by class? If not, are the 
individual sentinel light customers considered to each be customers of 
PUCD? 
 
Response 
PUC Engeries is included in PUC Distribution’s sentinel light class.  It is 
treated as one customer with several connections for purposes of 
customer counts by class.  
 
c) Please explain why PUC Energy Inc. is not considered a retailer if it 
purchases energy from PUDC and resells it to sentinel light customers. 
 
Response 
PUC Energies provides a bundled sentinel light service to customers at a 
monthly rate which includes equipment and energy. 
 
d) Does PUC Telecom provide services to PUCD? If yes, please provide a 
copy of the Service Agreement. 
 
Response 
PUC Telecom does not have any service agreements with PUCD. PUC 
Telecom provides telecommunication services to PUC Services Inc. which 
has an operating and maintenance agreement with PUCD. This agreement 
would include telecommunication services to be provided as required. 
 
e) Does PUCD provide any services (for example, facilities, office space, 
etc.) to any of its affiliates? Note: The 2006 Financial Statements (page 
12) indicate that it does. If so, please provide the following: 
• A list of the services provided and the affiliates receiving them 
• The revenues received for such each of such services for 2006 
(actual), 2007 and 2008. 
• Copies of the relevant Service Agreements 
• A description of how the charges for each of the services was 
determined. 
• An indication of where the revenues are accounted for in this 
Application (i.e., are they part of Other Revenue in Exhibit 3 and, if so, 
precisely where are they included?) 
 
Response 
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As indicated in the 2006 Financial Statements PUC Distribution receives 
pole rental income from PUC Telecom at the rate set by the OEB.  The only 
other service provided by PUC Distribution to affiliates is electric 
distribution services at rates approved by the OEB.  
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Question #4 
 
Reference: i) Exhibit 1,page 118 
 
a) Please confirm that the Distribution Revenue value ($12,091,138) was 
calculated by applying the approved 2007 rates (excluding any smart 
meter rate adder) to the forecast 2008 billing quantities for each class. 
 
Response 
The distribution revenue of $12,091,138 was calculated by applying the 
2007 rates to the forecast 2007 billing quantities for each class. 
 
b) If the response to part (a) is yes, please provide a schedule setting out the 
detailed calculation, including: 
• The 2007 rates used for each customer class 
• The 2008 billing quantities for each customer class 
• The total revenues by customer class 
 
Response 
N/A 
 
c) If the response to part (a) is no, please explain what the value is based on 
and then recalculate the schedule per part (b). 
 
Response 
Please refer to response a) and the recalculated amounts below using the 
20008 forecast quantities. 
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d) Please confirm that the $992,559 value for Other Operating Revenues is 
the 2007 anticipated revenues and not the anticipated revenues for 2008. 
 
Response 
The $992,559 other operating revenue is the 2007 Bridge year forecasted 
revenue. 
 
e) Please confirm that the calculation of required return ($3,516,476) is 
arithmetically consistent with the reported Rate Base and Weighted 
Average Cost of Capital. 
 
Response 
PUC Distribution confirms that the required return calculation is 
arithmetically consistent  with the reported rate bas and weighted average 
cost of capital.  
 
f) Based on the results of parts (d) and (e), please re-do the Deficiency 
Schedule as necessary. 
 
Response 
Please see below. 
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2008 Test at 
2007 
Existing 
Rates 
 

  
Revenue  
Distribution Revenue  12,105,168 
Other Operating Revenue (Net)   992,659 
Total Revenue  13,097,827 
  
Costs and Expenses  
Distribution Costs   
Operation & Maintenance  & Administration 8,506,469 
Depreciation & Amortization   3,310,977 
Taxes 170,151 
PILS 1,687,136 
Total Costs and Expenses  before Interest 13,674,733 
  
  

Utility loss  -576,906 

  

Utility proposed rate base 49,406,580 

  

Required Return @7.12% 3,516,478 

  

Required Return 3,516,478 

Utility loss    576,906 

Revenue Deficiency 4,093,384 
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Question #5 
 
Reference: i) Exhibit 2, pages 3 and 14 
 
a) The average net fixed asset balances reported on the two pages are 
slightly different for 2006 (actual) and 2007. Please explain why. 
 
Response 
 The rate base summary table in Exh2/pg3 should have the net fixed asset 
balance of$ 35,552,463 and not $35,495,806 in the 2006 Actual. The 
difference is $56,657. The difference in the 2007 Bridge year is $21 which is 
due to rounding.   
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Question #6 
 
Reference: i) Exhibit 2, pages 3 and 167 
 
a) Please explain the basis for the 2007 and 2008 forecast values for Power 
Purchased Expenses. What were the wholesale purchases (MWh) and 
average cost of power used in each case? What was the basis for the 
2007 and 2008 average cost of power value used? 
 
Response 
2007 and 2008 forecast values were based on 2006 actual expense.    
A detailed calculation was not done to determine cost of power.     
Below is revised information for 2007 based on 2007 IESO invoices and 2008 projections by expense type. 
        

  2007 IESO Invoices 2008     
 Cost of Power $42,029,841 $41,062,669     
 WMS $3,659,852 $3,418,654     
 Transmission - NW $3,611,590 $3,477,942      
  $49,301,283 $47,959,264     
        
 kWhs      738,093,576        746,593,973      
 Cost per kWh $0.067 $0.064     

 
 
b) Please explain why there are no Transmission Charges or WMS Charges 
included for 2008 (i.e., #4708 and #4714). 
 
Response 
Transmission and WMS were included with energy expense.  See above for 
breakdown. 
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Question #7 
 
Reference: i) Exhibit 2, pages 14 and 28 
 
a) Please reconcile the 2006 actual capital addition figure reported on page 
14 ($2,920,785) with the 2006 capital expenditure figure reported on page 
28 ($3,356,044). 
 
Response 
The continuity schedule on page 14 includes account 1995 – Capital 
contribution for ($422,758) in 2006. Also, Computer software additions of 
$12,500 are included in continuity schedule on page 12 in the opening 
balance in account 1925 and should be a current year addition. 
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Question #8 
 
Reference: Exhibit 2, pages 25-27 and pages 70-71 
 
a) Please provide the actual values for the last five years for the reliability 
performance measures shown graphically on page 71. 
 
Response 
Please note, the chart of Figure 20 on page 71 Exhibit 2 portrays Q3 results 
since the year-end 2007 data was not available at time of writing.  The data 
below relates to year-end results for each year, excluding Loss of Supply. 
 

Year SAIDI SAIFI CAIDI
2002 2.06 1.78 1.16
2003 2.77 1.80 1.54
2004 3.61 2.65 1.36
2005 4.04 3.97 1.02
2006 2.38 3.29 0.73
2007 3.10 2.77 1.12  

 
 
b) Please re-state the value on page 71, excluding impacts of any outages 
upstream on Brookfield’s transmission system. 
 
Response 
The reliability indices shown on page 71 already exclude impacts of 
outages due to Loss of Supply. 
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Question #9 
 
Reference: i) Exhibit 2, pages 28-33 
 
a) How many new service connections are associated with the spending on 
Services in 2006, 2007 and 2008? 
 
Response 
The amounts identified for Services capital includes all costs associated 
with providing new, upgraded or replacement services for customers in 
response to customer demand.  This includes service lines installed in 
subdivisions within the municipal right-of-way to provide for future service 
connections that will materialize at some point in the future when a lot is 
finally built on.  
 
PUC annual customer count noted in the table below provides the net 
addition of customers to the system each year as follows: 
 
Year 2006 2007 2008 
Total Customers 
at Year End 

32,394 32,381 32,421 

    
 
b) How many wood poles are replaced in each of the three years as a result 
of the spending shown for “Replace Wood Poles”? 
 
Response 
PUC tracks total number of wood poles replaced each year.  This includes 
poles replaced through voltage conversion, poles replaced to 
accommodate new or upgraded services, poles replaced due to vehicle 
accidents, poles replaced due to capital works for system enhancement or 
to accommodate road re-construction, or poles replaced due to condition 
assessment.  We do not have a breakdown of number of poles replaced 
solely under the allocation “Replace Wood Poles”. 
 
 
The table below summarizes the total number of wood distribution poles 
replaced each year.   
 

Year 2006 2007 2008 
Total Replaced 152 214 Target is 200 
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The allocation for 2008 Test Year in the amount of $700,929 under the 
specific item “Replace Wood Poles” is targeting replacement of 150 poles.  
The other 50 poles is expected to come from the other activities noted 
above. 
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Question #10 
 
Reference: i) Exhibit 2, page 33 and pages 34-36, ii) Exhibit 1, page 31 
 
a) Why is PUCD including the capital cost of smart meters in its Rate Base 
for 2008 as opposed to recording the revenue requirement impacts in 
Accounts #1555 and #1556 (both of which it is seeking to continue)? 
 
Response 
PUCD has treated the smart meter implementation as a regular capital 
project pending further direction from the Board. 
 
 
b) Why is PUCD proposing to have all its required Smart Meters installed by 
year-end 2008, as opposed to over a longer period? 
 
Response 
PUCD is participating with other Northeastern Ontario utilities on the smart 
meter initiative to take advantage of benefits from participating jointly. We 
are evaluating third party installers for a significant portion of the required 
smart meters. From a planning perspective for the District working group, 
with PUCD being the largest, we are scheduled for installation first with the 
remaining utilities in 2009 and 2010. This will allow a sufficient transition 
period for customer education, software upgrades, testing, integration with 
various applications, staff training and time of use pricing in 2009. The 
demand for smart meters to meet the 2010 deadline will increase in Ontario, 
as well there appears to be an increasing demand for smart meters 
throughout North America which may result in supply and installation 
issues if commitments are not made in a timely manner.  
 
c) Is it realistic for PUCD to receive the necessary approvals, undertake the 
necessary procurement, take delivery of and then physically install all its 
required Smart Meters by year-end 2008? Please provide a detailed 
timeline for the project. 
 
Response 
Smart meter activities planned for 2008 include: 

o regulatory approval to proceed with smart meter initiative. 
(April/May subject to participation in London Hydro Smart 
Meter RFP process) 
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o evaluation of approved AMI vendors and selection(May/June 
subject to participation in London Hydro Smart Meter RFP 
process) 

o evaluation of installation vendors and selection (April)  
o upgrades to CIS system as required, installation of field 

management applications as required, (May/June) 
o evaluation and installation of customer  presentment 

applications as required (June/July) 
o implementation of AMI infrastructure, component testing and 

validation of data collection (September to December) 
o integration with CIS and MDMR and related testing 
o staff education and training (December) 
o preparation of customer education program (July, December) 

 
 
 
d) Please indicate the number of Smart Meters PUCD will be required to 
install and reconcile this number with its forecast number of metered 
customers for 2008. 
 
Response 
PUCD will install all the smart meters as required by regulation by the end 
of 2008. Total estimated meters at the end of 2008 is estimated at 32,700 of 
which  32,150 will require smart meters.  
 
 
e) Please reconcile the number of Smart Meters PUCD will be required to 
install with the cost per meter of $215 and the total capital cost of 
$6,737,612. 
 
Response 
In the preparation of the smart meter capital budget PUCD estimated that 
30,587 residential and 935 general service <50kW would require smart 
meters.  
 
$6,737,612 / (30,587 + 935) = $214 
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Question #11 
 
Reference: i) Exhibit 2, page 55 
 
a) Please provide the in-service date for PUCD’s SCADA System. 
 
Response 
PUCD’s SCADA system first went on line in the Fall of 2002. 
 
 
b) What is the basis for the $1.5 M Average Annual Plant Addition figure? 
 
Response Please refer to Exhibit 2 pages 52 through 55 for detailed 
explanation.  The $1.5 million average is based on the average expenditure 
over the years 2000 to 2005 inclusive for “plant additions” triggered by 
activities related to customer demand. 
 
c) Are the various dollar values quoted on page 55 all in 2006 $ or quoted on 
some other basis? 
 
Response 
The dollars quoted on page 55 of Exhibit 2 are 2006 dollars. 
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Question #12 
 
Reference: i) Exhibit 2, page 75 
 
a) What is PUCD’s current level of spending on Vegetation Management? 
What is the annual spending that would be required to support an 
appropriate vegetation management cycle and what would an appropriate 
vegetation management cycle be (i.e., # of years)? 
 
Response 
Spending in 2007 is estimated at $350,000 on Vegetation Management.  The 
current maintenance cycle is 3 years and this cycle is not expected to 
change.  However, due to rising contractor costs and the addition of a 
Forestry Technician/Powerline Arborist to support increased efforts in 
expanding the right-of-way for tree clearances from power lines, the 2008 
allocation is $606,002.  This allocation also includes an allowance of 
$100,000 for contractor costs to clear the 115 kV right-of-way (ROW). 
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Question #13 
 
Reference: i) Exhibit 2, pages 78-79 
 
a) With respect to Figure 24, please indicate the number of existing staff that 
were in each area in 2005. 
 
Response 
 
Staffing numbers shown in table below include only non-management LDC 
full-time-equivalents (FTE’s) and exclude temporary overlap of succession 
planning staff. 
 
Department 2005 Year-end Staff Count (FTE’s) 
Engineering Department 4.5 
Line Department 19 
Stations Department 4 
 
b) Please confirm that since the staffing needs “ramp-up” during the six years 
(Figure 25), the annual incremental OM&A cost in the earlier years (i.e., 
2008 and 2009) will be less than $700,000. If not, please explain. 
 
Response 
The table below summarizes additional O&M costs related the “ramp-up” of 
operations staffing during the six years identified.  As a note of 
explanation, the “Associated A/P costs” have been estimated at $25,000 
per year to support the Vegetation Management activities.  This annual cost 
has been mistakenly spread over the six years as an annual cost of $4,167. 
 

2008 2009 2010 2011 2012 2013

Added Labour 538,701$    538,701$  660,132$     660,132$      668,805$     677,479$       

Support Equipment  73,053$      73,053$    73,053$       73,053$        73,053$       73,053$         

Associated A/P costs 4,167$        4,167$      4,167$         4,167$          4,167$         4,167$           

Overal Total by Year 615,921$    615,921$  737,352$     737,352$      746,025$     754,699$       

Avg.Total  Per Year 701,212$    
 

 
However, it is important to note that costs for materials required to carry 
out repairs or to perform preventive maintenance are not included in the 
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table above or in Figure 25 shown on page 79 of Exhibit 2.  These costs 
cannot be determined in advance.  We can only confirm there will be 
additional O&M costs for materials and consumables related to the 
increased level of O&M activities identified in the PUC report.  These costs 
will also be significant. 
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Question #14 
 
Reference: i) Exhibit 3, page 3 
 
a) Please provide a schedule that sets out the calculation of the 2008 Test 
Year revenues by customer class, showing both the fixed and variable 
billing quantities and rates. 
 
Response 
2008 project billing 
quantities     

Class Charge Type 
Billing 

Quantity Rate Revenue 

Residential Customer 
            
28,675  $8.65 $2,976,465

Residential kWh 
    
352,377,221 $0.0172 $6,060,888

GS <50 Customer 
             
3,294  $15.40 $608,792

GS <50 kWh 
     
96,197,960  $0.0212 $2,039,397

GS>50-Regular Customer 
                
426  $150.07 $767,158

GS>50-Regular kW 
          
675,865  $5.0514 $3,414,064

Unmetered Scattered 
Load Customer 

                  
26  $10.94 $3,413

Unmetered Scattered 
Load kWh 

          
755,305  $0.0320 $24,170

Sentinel Connection 
                
436  $1.93 $10,102

Sentinel kW 
                
759  $14.4757 $10,982

Street Light Connection 
             
8,753  $1.56 $163,859

Street Light kW 
            
21,706  $10.3836 $225,384

    $16,304,675

 
Transformer 
Allowance   $86,864

    $16,217,811
 
 
b) Did the rates used to calculate the 2007 and 2008 revenues for each class 
include the Smart Meter rate adder? If so, please recalculate excluding 
the adder. 
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Response 
There is no rate adder for smart meters - projected smart meter 
installations are included in the rate base.  
One half of approximately $6.2 million at a return of 7.12% = $221,000 
This represents 1.4% of the $16.2 in the above rates. 
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Question #15 
 
Reference: i) Exhibit 3, pages 6-8 

ii) Exhibit 2, pages 49 and 56 
 
a) The discussion on both pages 49 and 56 regarding new services suggests 
that growth in 2007 and 2008 will be greater than that experienced in the 
preceding years. Please reconcile these comments with the forecasts for 
2007 and 2008 customer additions which are based on historical growth 
rates over the 2002-2006 period. 
 
Response 
The relevant passages from Exhibit 2 that appear to be referenced in the 
question above include the following excerpts from page 49 and page 56:  
 
Page 49: 
In 2007, system demand is expected to increase slightly due to several significant 
commercial and institutional developments including the East End Water Pollution Control 
Plant upgrade and the new Events Centre. These developments will add several megawatts 
of new load to the system. Also, with the new Sault Area Hospital planned to come on line 
in 2009, demand is expected to increase in the range of an additional 6 MW. Offsetting 
these increases will be the impact from concerted efforts to promote energy conservation. 
 
This paragraph does identify a couple of new or increased commercial 
loads that are of unusual size compared to typical developments in the 
past.  However, please note the new Hospital is now scheduled for 
completion in 2010.  Furthermore all three developments are 
upgrades/replacement of existing facilities.  Net increase in demand load is 
about 1 MW combined for the Events Centre and the East End Plant.  The 
new Hospital will add about 4 MW of new load, assuming the existing 
facilities continue to be used for some other purpose. 
 
Nonetheless, the additional energy consumed by these developments is 
expected to be offset by an overall reduction due to energy conservation.  
Consequently there is no net increase in energy consumption anticipated 
due to these three customers alone. 
 
Page 56: 
The table identifies an annual allowance for new services to meet customer demands. 
Actual expenditures for this item will vary over time depending on economic conditions 
within the City. Historically expenditures have varied from $400,000 to $1,500,000. More 
recently this area has seen costs significantly greater than this upper limit. 
 
The opening sentence in this paragraph inaccurately talks about an 
allowance for “new services”.  This paragraph actually identifies past 
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budgeted amounts for “plant additions”.  This includes new services and 
upgrades to existing services as well as additions to the distribution 
system to improve or maintain system reliability and security.  The 
allowance of $1.5 million identified in the table of Figure 9, page 57 as 
“Install services to meet customer demand” should more accurately read 
“Install additions to the system to meet customer demand and improve 
reliability”.  
 
The last paragraph on page 53 (Exhibit 2) reads as follows: 
The column, “Plant Additions”, identifies the component of total capital that is primarily 
related to extensions and upgrades required to meet new and existing customer demands. 
This also includes allocations for system security improvements and similar internally 
driven additions. From 1987 to 2004 this has averaged $1,687,697. The average for 2000 
to 2005 was $1,509,020. 
 
This paragraph identifies the origin of the $1.5 million allowance for “plant 
additions”.  As indicated in this paragraph, this allowance has varied since 
1987.  More significantly, the purpose of this analysis is to establish a 
target for the long-term capital spending budget.  
 
 
 
b) Please specifically address why there is a negative growth rate for the 
GS<50 class for 2007. 
 
Response 
The 2007 projection was based on actual customers when the rate 
application was being completed in 2007. 
 
 
c) Please specifically explain the decrease in customer count in 2007 for the 
GS>50 class and why the associated growth rate is positive. 
 
Response 
The 2007 projection was based on actual customers when the rate 
application was being completed in 2007. 
The growth rate should be negative. 
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Question #16 
 
Reference: Exhibit 3, pages 9-12 
 
a) Please explain why the loss factors are different for the residential and 
GS<50 classes (page 9). 
 
Response 
The 2004 Weather Actual Retail kWh is an actual number but the 2004 
Weather Actual Wholesale kWh was an estimated number as required by 
Hydro One in order to provide the weather normalized kWhs for the cost 
allocation informational filing.  At the time the cost allocation informational 
filing were prepared Hydro One was only prepared to provide weather 
normalized wholesale information at the rate class level. As a result, Hydro 
one needed wholesale kWh information by rate class. Distributors were 
instructed by Hydro One to take their 2004 billed retail kWhs by rate class, 
add on unbilled kWh, add on an estimate of losses and then ensure the 
resulting 'Wholesale kWhs' by rate class added to the total kWhs 
purchased in 2004. As this process was not a perfect science the 
resulting so called "loss factors" by rate class could be significantly 
different across the classes. In order to determine a retail weather 
normalized kWh forecast for this application the wholesale weather 
normalized kWhs from the Hydro One study were adjusted to the retail level 
using these "loss factors" but this is the only place they are used. If 
Hydro One had provided weather normalized data at the retail level there 
would be no need for the "loss factors".   
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Question #17 
 
Reference: Exhibit 3, page 15 
 
a) Please explain the reduction in STR revenues for 2008. 
 
Response 
The reduction of $950 is due to the expected reduction in retailer activity in 
2008. 
 
 
b) Where is the revenue from the SSS Admin charge reported and how much 
is it forecast to be for 2008? 
 
Response 
The Distribution Services Revenue line on page 15 is the SSS Admin 
charge. 
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Question #18 
 
Reference: Exhibit 4, pages 10-16 
 
a) Please provide a schedule that lists all of the OM&A accounts and show 
the impact on each one in 2008 as a result of implementing the Full 
Absorption Cost Allocation Study. 
 
Response 
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b) Please provide a schedule that lists all of the OM&A accounts and shows 
the 2007 and 2008 impacts of implementing the staffing strategy set out in 
Exhibit 2, page 79. Please provide a cross reference between the cost 
increases in the various accounts and the specific new positions identified 
in Figure 25. 
 
Response 
The staffing strategy impacts capital and OM&A.  Following is the projected 
allocations to the OM&A accounts in 2008. 
 

Account Position $ 
4830 Forestry Tech $8,821 

 4830 Total $8,821 
5005 Electric Engineering Tech $84,040 

 P & C Eng $45,432 
 5005 Total $129,472 

5020 Co-op placement $6,194 
 Electric Engineering Tech $250 
 Forestry Tech $8,821 
 Mtce. Crew - P/L maintainer $31,949 
 Mtce. Crew - P/L maintainer $15,975 
 Planning Tech $11,873 
 5020 Total $75,062 

5035 Electric Engineering Tech $192 
 5035 Total $192 

5040 Electric Engineering Tech $1,703 
 5040 Total $1,703 

5055 Electric Engineering Tech $2,391 
 5055 Total $2,391 

5120 Electric Engineering Tech $1,625 
 5120 Total $1,625 

5125 Co-op placement $5,865 
 Electric Engineering Tech $5,107 
 Forestry Tech $8,821 
 Mtce. Crew - P/L maintainer $38,150 

 
Mtce. Crew - P/L maintainer - 
succession $15,126 

 Planning Tech $18,985 
 5125 Total $92,055 

5130 Co-op placement $4,539 
 Electric Engineering Tech $1,204 
 Forestry Tech $3,528 
 Mtce. Crew - P/L maintainer $23,415 
 Mtce. Crew - P/L maintainer - $11,707 
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succession 
 5130 Total $44,394 

5135 Electric Engineering Tech $4,285 
 Forestry Tech $45,869 
 5135 Total $50,154 

5145 Electric Engineering Tech $616 
 Planning Tech $31,114 
 5145 Total $31,731 

5150 Electric Engineering Tech $4,737 
 5150 Total $4,737 

5160 Electric Engineering Tech $1,316 
 5160 Total $1,316 
   
 Total $443,653 

 
 
 
c) What is the overall impact on 2008 OM&A of implementing the staff plan 
set out in Figure 25? 
 
Response 
See response to Question #13 (b) above for a breakdown by year of the 
additional O&M costs related to implementing the staffing plan of Figure 
25. 
 
Figure 24 (page 78, Exhibit 2) identifies all additional positions required to 
meet infrastructure renewal and increased O&M needs over the next 6 
years.  This table identifies the phased-in addition of these staff over the 
period 2008 to 2013 in order to build the capacity required within the utility. 
 
Figure 25 provides a breakdown of the annual labour costs including 
overhead for each position identified in Figure 24 along with the 
percentage of time each position will be performing O&M activities.  The 
table also includes costs for supporting equipment and third party costs 
(A/P’s) related to each position.   
 
It is important to note that costs for materials required to carry out repairs 
or preventive maintenance are not included in the PUC internal report of 
Exhibit 2.  These costs cannot be determined in advance.  We can only 
confirm there will be additional O&M costs for materials and consumables 
related to the increased level of O&M activities identified in the PUC report.  
These costs will also be significant. 
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d) With respect to Account #5136, what are the incremental line clearing 
contractor costs in 2008? 
 
Response 
The incremental contractor costs are $140,000. 
 
 
e) With respect to Account #5315, please reconcile the 2008 Smart Metering 
costs ($413,390) with the number of Smart Meters installed and PUDC’s 
assumption regarding the increased operating cost of Smart Meters ($1.00 
/ month). 
 
Response 
The additional Smart Meter costs in account 5315 are $365,000. 
$365,000 / 31,522 meters / 12 months = $.96 per month 
 
 
f) What is the basis for the $1.00 / month increase operating cost for Smart 
Meters? 
 
Response 
See part e) and OEB interrogatory # 43 and # 44 
 
 
g) Why is there no reduction in Meter Reading costs (Account #5310) as 
result of the installation of Smart Meters in 2008? 
 
Response 
Smart meters will not be operational until December of 2008, therefore 
meter reads will be required. 
 
h) Why are the incremental OM&A costs associated with Smart Meters 
recorded as an OM&A expense as opposed to being recorded in 
Deferral/Variance Account #1556? 
 
Response 
The smart meters are expected to be operational prior to end of 2008. 
Capital expenditures included in rate base. 
 
i) Please calculate what the Smart Meter Rate Adder for 2008 would be 
based on: 
• The incremental 2008 operating costs associated with the 2008 
Smart Meters in-service 
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• The incremental 2008 depreciation, return and PILs associated with 
the 2008 Smart Meters in-service 
• Using the 2007 Smart Meter adder revenues as a cost offset. 
• The number of metered customers in 2008. 
 
Response 
Estimated 2008 Rate Adder     
additional op costs $365,000   $365,000 
     

 

Smart 
Meter 

Capital Deprec. % Half Year  
additional deprec. $6,737,612 4% 0.5 $134,752 
     

 

Smart 
Meter 

Capital Return % Average  
additional return $6,737,612 0.0712 0.5 $239,859 
     

 
Additonal 

Return Tax %   
additional PILs $239,859 0.335  $128,564 
    $868,176 
     
 Monthly $ Customers   

current rate adder $0.26
        
32,421   $101,154 

    $767,022 
 Estimated rate adder increase $1.97 
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Question #19 
 
Reference: Exhibit 4, pages 18-20 
 
a) Please confirm that for 2008, 31% of the Administrative charges from PUC 
Services were capitalized (per page 19). If this is not the case, please 
explain. 
 
Response 
To be filed at a later date. 
 
b) Are the Administrative expenses shown on page 20, the total 
Administrative expenses allocated to PUCD by the Service Company or 
just the portion that was expensed? 
 
Response 
To be filed at a later date. 
 
c) Please indicate in which OM&A accounts each of the cost items reported 
on page 20 is included. 
 
Response 
To be filed at a later date. 
 
 
d) Please provide a schedule that indicates how much of change in shared 
costs allocated to PUCD in 2008 vs. 2007 (see page 20) was due to the 
change in allocation methodology as opposed to a change in the level of 
service received from PUC Services. 
 
Response 
To be filed at a later date. 
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Question #20 
 
Reference: i) Exhibit 4, pages 63 & 66 
 
a) Page 66 indicates that actual interest expense will exceed deemed 
interest expense in 2008. Please explain why the 2008 tax calculation 
(page 63) did not use deduct the difference between actual and deemed 
interest expense in determining Net Income for Tax Purposes similar to 
what was done in the 2006 EDR (see Board Report RP-2004-0188, pages 
59-59). 
 
Response 
Other additions on page 63 of $1,984,620 is the projected actual interest 
paid and other deductions on page 63 of $1,512,734 is the deemed interest.  
However, these amounts should be excluded from the tax calculation 
because the Income before PILs/Taxes on page 62 is net of deemed 
interest.  Refer to OEB interrogatory- PILs #2 d). 
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Question #21 
 
Reference: Exhibit 4, page 67 
 
a) Is any of the planned smart meter investment for 2008 related to computer 
software or equipment? If so, how much and please confirm which CCA 
class(es) it has been assigned to. 
 
Response 
To be filed at a later date. 
 
 
b) The March 2007 federal budget introduced new CCA classes for computer 
equipment and buildings (after March 2007). Do any of PUCD’s capital 
additions in 2007 and 2008 qualify and, if so, please adjust the CCA 
calculation accordingly. 
 
Response 
To be filed at a later date. 
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Question #22 
 
Reference: Exhibit 5, page 4 
 
a) For each of the deferral/variance accounts listed on page 4 please provide 
a continuity schedule that sets out the annual balance of the account and 
the reasons for the annual changes from December 31, 2004 to 
December 31, 2006. 
 
Response 
Please refer to OEB question #50. 
 
b) Please explain what the costs in the “Other Regulatory Assets” account 
are based on (i.e., is it OEB assessments or something else?). 
 
Response 
The costs in account 1508 “Other Regulatory Assets” is the 2005 and 2006 
OMERS and OEB costs and associated carrying charges.   
 
c) Please explain how the residual balance in Account #1590 as of April 30, 
2008 was determined. Why is PUCD proposing to clear this “forecast” 
balance now as opposed to waiting until after April 31, 2008 and dealing 
with the “actual” balance at that time? 
 
Response 
The residual balance in Account #1590 was determined by taking the 
December 31, 2006 closing balance and forecasting recovery based on the 
2007 approved rate riders to April 30, 2008. Please see schedule below. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



PUC Distribution Inc. 
Responses to Interrogatories of the Public Interest Advocacy Centre 

Board File No. EB-2007-0931 
48 of 90 

 
 

 

 



PUC Distribution Inc. 
Responses to Interrogatories of the Public Interest Advocacy Centre 

Board File No. EB-2007-0931 
49 of 90 

 
 

 
d) Please explain why # of customers is the appropriate allocator for Account 
1584 – Retail Transmission Network charges when the charges to 
customers are based on volumes? Why isn’t kWhs a more appropriate 
allocator? 
 
Response 
In Exhibit 5/pg 5 the allocator for account 1584-Retail Transmission 
Network charges is listed as the number of customers incorrectly. In 
preparing this schedule PUC Distribution listed account 1584 as having a 
number of customers allocator and 1548 as having a KWh allocator. This is 
a transposition error and in fact the allocators used when calculating the 
rate rider was KWhs for account 1584 and the number of customers was 
used for account 1548. 
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Question #23 
 
Reference: Exhibit 8, pages 2-8 
 
a) Please provide a copy of PUCD’s Cost Allocation informational filing Run 
1. 
 
b) Please provide an alternative version of the Cost Allocation informational 
filing where: 
• Revenues by customer class are net of any transformer ownership 
allowance discount. 
• The transformer ownership allowance discount is not included as a 
cost to be allocated to customer classes. 
In conjunction with this Run please indicate the total cost of for the 
transformer ownership allowance included in PUCD’s Run #1 and whether 
all of it is associated with the GS > 50 class. 
 
Response 
a) A copy of PUCD’s Cost Allocation informational filing Run 1 is provided in 

the OEB interrogatory responses as Appendix C 
(PUCDistribution_IRR_OEB_AppendixV_20080229) 

 
b) A copy of an alternative version of PUCD’s Cost Allocation informational 

filing Run 1 is provided as 
PUCDistribution_IRR_VECC_AppendixA_20080303 attached with these 
responses. 
The alternative version assumes: 
•  Revenues by customer class are net of any transformer ownership 

allowance discount. 
•  The transformer ownership allowance discount is not included as a 

cost to be allocated to customer classes 
 
The total cost of transformer ownership allowance included in PUCD’s 
Run #1 is $86,864 and it is only associated with the GS > 50 class. 
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Question #24 
 
Reference: Exhibit 8, pages 9-11 
 
a) Please explain why PUCD is proposing each of the following Revenue to 
Cost ratio changes for 2008: 
• Why is the Sentinel Light ratio only increasing from 38% to 40%? 
• Why is the USL ratio not be increased at all? 
 
b) Please explain plain how the revenue proportions set out in the table on 
page 9 under the columns “Cost Allocation” and “Existing Allocation” were 
determined. 
 
c) If the response to part (b) indicates the revenue proportions are based on 
the revenues and costs from the Cost Allocation Informational filing then 
please explain why these percentages are appropriate for 2008 when the 
customer count and loads forecast for each customer class have changed 
between 2006 (the year used in the Informational filing) and 2008. 
 
d) Please recalculate the revenue proportions associated with the “Existing 
Allocation” as follows: 
• Determine the revenue by customer class based on 2007 approved 
rates (excluding the Smart Meter Rate Adder) and forecast 2008 billing 
parameters 
• Determine the revenue proportions based on the results of the 
preceding step. 
Please provide a schedule that sets out the associated input data and 
calculations. 
 
Response 
To be filed at a later date. 
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Question #25 
 
Reference: Exhibit 9, pages 1-2 
 
a) The Base Revenue Requirement ($16,218,490) derived by PUCD (see 
pages 2-3) does not appear to provide for the recovery of the transformer 
ownership allowance discount: 
• What is the forecast “cost” of the discount for 2008? 
• Please provide a breakdown of the forecast “cost” by customer class – 
i.e. is it all associated with the GS > 50 class. 
 
Response 
PUCD has provided for the transformer ownership allowance in the Base 
Revenue Requirement. The amount of the forecasted discount in 2008 is 
$86,864 and is all associated with the GS>50 class. 
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Question #26 
 
Reference: Exhibit 9, pages 4-9 
 
a) Please provide a schedule that sets out the calculation of the “Percentage 
of Current Class Revenue from Current Monthly Fixed Charge Table” on 
page 4. 
 
 
 
Response 
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b) If not done so in the Application, please recalculate the “Percentage of 
Current Class Revenue from Current Monthly Fixed Charge” basing the 
fixed charge revenue on the 2007 approved monthly fixed charge 
(excluding the Smart Meter Rate Adder). 
 
Response 
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c) Please recalculate Table shown on page 5 based on the results of part (b) 
above. 
 
Response 

Monthly Fixed Charges Using % of 
Current Fixed Charge Revenue Applied to Proposed Class Revenue 

Rate Class Monthly Fixed Charges 
Using Existing % of Fixed 

Charge Revenue 
  
Residential $10.03 
GS <50 kW $12.96 
GS>50 kW $188.88 
Street Light $1.73 
Sentinel $2.07 
Unmetered Scattered Load $16.69 
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Question #27 
 
Reference: i) General 
 
a) Please provide copies of all Board Decisions pertaining to PUCD’s rates 
issued since December 31, 2004. 
 
Response 
Please see below 
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Question #28 
 
Reference: i) Exhibit 9 
 
a) Based on a recent 12 consecutive months of actual billing data, please 
indicate the percentage of total residential customers that: 
• Consume less than 100 kWh per month 
• Consume 100 -> 250 kWh per month 
• Consume 250 -> 500 kWh per month 
• Consume 500 -> 750 kWh per month 
 
Response 
2007 billing data 

Consumption Range (kWhs) Number of Customers with Average 
Monthly Bill within the Range 

0 - 99 343 
100 – 250 1,130 
251 – 500 4,441 
500 - 750 6,043 

 


