
 
_________________________________________________________________________________________ 

 

PUC Distribution Inc. 
765 QUEEN STREET EAST, P.O. Box 9000 
SAULT STE. MARIE, ONTARIO, P6A 6P2 

 
April 4, 2013 
 
Kirsten Walli, Board Secretary 
Ontario Energy Board      
P.O. Box 2319, 27th Floor 
2300 Yonge Street 
Toronto, ON M4P 1E4 
 
Attention: Ms. Walli 
 

Re: PUC Distribution Inc. (PUC) 2013 Cost of Service Electricity Distribution Rate 
Application EB-2012-0162  - Interrogatory Responses 

 
Please find attached PUC’s 2013 Cost of Service Electricity Rate Application Interrogatory 
Responses. 
 
Attached to this cover letter: 
 2 paper copies of the 2013 Cost of Service Electricity Distribution Rate Application 

Interrogatory Responses. 
 A copy of the Responses and all excel workforms have been filed through the Web 

Portal. 
 
In the event of any additional information, questions or concerns, please contact Jennifer 
Uchmanowicz, Rate and Regulatory Affairs Officer, at Jennifer.Uchmanowicz@ssmpuc.com or 
(705) 759-3009. 
 
Sincerely, 
 

 
_____________________________ 
Jennifer Uchmanowicz  
Rates and Regulatory Affairs Officer 
PUC Distribution Inc. 
Sault Ste. Marie Ont. 
Email: Jennifer.uchmanowicz@ssmpuc.com 
Phone: 705-759-3009 
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EXHIBIT 1 – GENERAL AND ADMINISTRATIVE DOCUMENTS 
 
 

Exhibit 1 - Issue # 1– Implementation Date For New Rates 
 
Board Staff IR 1-Staff-1 
 
Ref:  Exh 1-1-5 
PUC is requesting rates effective May 1, 2013 and notes it requires the Rate Order by April 15, 
2013 to implement rates on May 1, 2013. 
 
a) Will PUC be requesting the Board to declare its existing rates interim effective May 1, 2013 

in the event that it appears that the new rates won’t be available for a May 1, 2013 
implementation? 

b) In the event that the new rates are not available for a May 1, 2013 implementation, will PUC 
be seeking recovery of forgone revenue? 

c)  Please explain why PUC requires the final rate order two weeks in advance of May 1. Please 
identify the issuance date of the first bills reflecting May 1 consumption. 

 
PUC Response 
 

a) PUC confirms it will be requesting the Board to declare its existing rates interim effective 
May 1, 2013 in the event that it appears the new rates won’t be available for a May 1, 
2013 implementation. 

b) In the event that new rates are not available May 1, 2013, PUC will seek forgone 
revenue.  

c) In Exhibit 1, Tab 2, Schedule 1, Page 3, PUC states “To achieve rate implementation by 
a requested date (usually the 1st of a month) PUC requires the rate order by the 10th day 
of that month.” To clarify, if a rate order was issued effective May 1st, 2013, PUC would 
require the rate order by May 10th, 2013. 
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Exhibit 1 - Issue # 2– RRWF 
 
Board Staff - IR 1-Staff-2 
 
Ref:  RRWF 
Upon completing all interrogatories from Board staff and intervenors, please provide an 
updated RRWF with any corrections or adjustments that the applicant wishes to make to the 
amounts in the previous version of the RRWF included in the middle column. Please include 
documentation of the corrections and adjustments, such as a reference to an interrogatory 
response or an explanatory note. 
 
PUC Response 
 
As a result of the interrogatories PUC proposes the following adjustments which are reflected in 
the RRWF, revised models, and bill impacts submitted with the IR responses.   
 
1. Cost of Power Calculation 
 
Energy Probe – IR 2-EP-11 
 
PUC has changed the electricity prices used in the cost of power calculation to reflect the 
Regulated Price Plan Report for November 1, 2012 to October 31, 2013. 
 
The RPP rate used in the revised cost of power calculation is $0.07932 per kWh  for RPP 
customers and $0.08001 per kWh for Non-RPP customers ( Forecast Wholesale Electricity Price 
$20.65 per MWh plus the Impact of Global Adjustment $59.36 per MWh).  
 
In the revised cost of power calculation PUC also included the change in the forecast 2013 test 
year kWh’s as stated in Exhibit 3 and in item #3 below for an adjustment in CDM savings.  
 
PUC also revised the cost of power calculation for the Boards Decision issued March 21, 2013, 
EB-2013-0067 regarding the revised wholesale market service charges and rural or remote 
protection plan rate charges as in item #7 below.  
 
The revised cost of power amount as a result of the interrogatory response is $67,087,680 vs. 
63,539,559 as originally filed in the application. 
 
A full calculation is provided in Energy Probe IR 2-EP-11. 
 
2. Cost of Capital Parameters 
 
On February 14, 2013 the OEB issued updated cost of capital parameters for 2013 cost of 
service rate applications. 
PUC has updated the cost of cost of capital parameters as follows:  

  
ROE 8.98%; Deemed LTD 4.12%; Deemed ST Debt Rate 2.07% 
 
 
 

 



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 3 of 247 

 
3. CDM Savings Adjustment in 2013 Test Year Load Forecast 
 
Board Staff IR-3-Staff-24 and VECC IR3-VECC-19  
 
In the application PUC applied for a 9,249,000 kWh manual adjustment in the 2013 test year to 
reflect CDM savings based on the Electricity Conservation and Demand Targets Board file 
number EB-2010-0216 issued June 22, 2012. Based on the CDM schedule from the OPA in 
2013 the target conservation is 30% of the cumulative energy savings target of 30.83 GWh. 
As a result of the interrogatory responses, PUC has proposed changes to the CDM savings 
adjustment. PUC proposes the following adjustments: 
 

• CDM adjustment is updated to include the 2011 actual CDM results and their persistence 
assumed in equal increments for 2012, 2013 and 2014 to achieved PUC’s CDM target of 
30.83GWh.  

  
• Since the 2011 purchased energy used in the regression analysis is the actual data and 

already reflects the impact of the CDM programs implemented in 2011, it is essentially 
“double counting” the CDM adjustment and should be reduced by the 2011 CDM results.  

 
Therefore, the manual adjustment for CDM savings to the 2013 test year kWh forecast 
purchases as a result of the interrogatories is 6,980,320 kWh vs the 9,249,000 in the original 
application.  
 
 
4. LRAM Rate Rider 
 
Board Staff IR-4-Staff-40 and VECC IR-VECC-41 
 
As an oversight, PUC included the incorrect LRAM amounts in Table 14 of the additional 
information filed as part of the cost of service rate application. The total LRAM claim is 
$102,281 and LRAMVA is $37,753 for a total of $140,034. As a result of the interrogatories, 
PUC has corrected the LRAM rate rider to reflect the $102,281. PUC also changed the 2013 
forecast kWh and kW to reflect the adjustment to CDM savings as noted in #3 above.   
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    Residential      GS<50        GS>50             Total 

 
 
 
5. Cost Allocation - Meter Reading Costs and Allocator 
 
Board Staff IR 7-Staff-47 and IR 7-Staff-48 
 
PUC has re-filed, with the interrogatory responses, a revised cost allocation model that 
reflects the allocator change to CWMR for meter reading costs and includes a completed 
sheet I7.2 with weighting factors for meter reads.  
 
6. Retail Transmission Service Rates 
 
Board Staff- IR 8-Staff-50 and VECC IR-VECC-38 
 
As a result of the interrogatories, PUC has updated the RTSR workform to reflect the Uniform 
Transmission Rates effective January 1, 2013. A revised RTSR workform has been submitted as 
part of the interrogatory response as PUC Distribution_IRR_RTSR Model_20130404. A summary 
of the changes are in the table below. 
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7. Wholesale Market Service Charge and Rural or Remote Protection Rate 
 
On March 21, 2013 the OEB issued its decision and rate order in proceeding EB-2013-0067 to 
change the level of the Wholesale Market Service and the Rural or Remote (RRRP) rate effective 
May 1, 2013. The rates are 0.44 cents/kWh for WMSR and 0.12 cents/kWh for RRRP. PUC has 
reflected the rate change for WMSC and RRRP in the interrogatory responses. 
 
8. Loss Factors 
 
Board Staff IR-Staff-51 
 
Board Staff noted the total loss factor for the primary metered customer less than 5,000 kW 
should be 99% of the total loss factor for the secondary metered customer less than 5,000kW. 
PUC agrees with Board Staff and the revised loss factors are included below: 
 

Total Loss Factor – Secondary Metered Customer < 5,000 kW 1.0489 
Total Loss Factor – Primary Metered Customer < 5,000 kW  1.0385 

 
 
9. HST/OVAT 
 
Board Staff IR 9-Staff-52 
 
PUC has updated the HST savings on OM&A and capital amounts until April 30, 2013. Based on 
the revised calculation in IR 9-Staff-52, PUC is requesting a disposition amount of $250,915 be 
returned to customers in the form of a rate rider. 
  
10. Estimated kW for Sub-account Global Adjustment Disposition 
 
Board Staff – IR 9-Staff-54 
 
PUC has revised the kW allocator for the Non-RPP GS>50 to 544,238 kW instead of the 675,864 
kW as in the original application. The change has been reflected in the interrogatories.   
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11. Withdraw  Request for PP&E Account 1575 and Request Amount for 1576 Variance  
 
Board Staff IR 9-Staff-58; Board Staff IR 9-Staff-59; Energy Probe IR 9-EP-24 
 
PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS, therefore the 
bridge and test year should be filed under CGAAP. PUC is requesting the Board to approve its 
2013 cost of service rate application under CGAAP. 
 
Although not electing to implement IFRS for reporting purposes, PUC did adopt the extended 
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the 
application for the bridge and test year. The change in accounting policies for the asset useful 
lives and capitalization of overheads is outlined in OEB notice to distributors issued July 17, 
2012.  
 
The only changes PUC made to file under MIFRS for the bridge and test year were the change in 
useful lives, capitalization of overheads, and a 1575 deferred PP&E account. 
 
Since the changes in the estimated useful lives and capitalization of overheads can be made 
under CGAAP, the only change PUC is proposing to the original application to file under CGAAP 
is the removal of the 1575 deferred PP&E account. 
 
PUC is proposing the impacts of the changes in the useful lives and overhead capitalization 
policies effective January 1 2012 be recorded in account 1576 – Accounting changes under 
CGAAP. 
 
Based on the Boards July 2012 APH-FAQs guidance on account 1576, PUC is proposing 
$335,332 be included in the 1576 variance account and be amortized over a 4 year period. PUC 
has included in the interrogatory response a reduction in depreciation expense of $83,833 
(355,332/4). 
 
12. Revised Models Filed with the Interrogatory Responses 
 

• PUC Distribution_IRR_Chapter 2 Appendices 
• PUC Distribution _IRR_Weather Normalization Regression Model 
• PUC Distribution _IRR_Cost Allocation Model 
• PUC Distribution_IRR_EDDVAR_Continuity Schedule 
• PUC Distribution_IRR_RTSR Model 
• PUC Distribution_IRR_Income Tax_PILs_Workform 
• PUC Distribution_IRR_Rev_Reqt_Work_Form 
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Exhibit 1 - Issue # 3 – Bill Impacts 
 
SEC - IR 1-SEC-4 
 

[Ex. 1/1/2, p. 2]  
 

Please confirm that, for a school in the GS>50 kW class with a 100 kW load, the Applicant is 
proposing to increase its basic charges (monthly fixed charge plus volumetric rate) from 
$7,068.96 per year to $8,514.36 per year, totaling $1,445.40 per year, an increase of 20.45% 
from existing rates.  Please reconcile this proposed increase with the comparison above of 
existing GS>50 kW rates for other similar-sized distributors.   
 
PUC Response 
 
PUC confirms, as calculated above, the proposed increase per year totaling $1,445.40 for the 
basic charge (monthly fixed service charge plus volumetric rate) for the GS>50 kW rate class 
customers with a 100 kW load.  
 
There are many factors that influence and skew the ability to provide an accurate and meaningful 
comparison of similar sized distributors. For example, Board approved revenue to cost ratios 
differ, the percentage change applied for varies depending on an IRM application vs. a cost of 
service rate application and final rate orders and decisions have not been issued for 2013 rates 
for many utilities. 
 
PUC has included below the proposed bill impact from the original application for a GS>50 kW 
customer consuming 100 kW. The total bill impact for the GS>50 kW customer consuming 100 
kW is an increase of 0.96% before any adjustments as a result of the interrogatories are 
reflected. 
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Board Staff - IR 1-Staff-3 
 
Ref: Appendix 2-W, Bill Impacts 
Upon completing all interrogatories from Board staff and intervenors, please provide an 
updated Appendix 2-W for all classes at the typical consumption / demand levels (i.e. 800 kWh 
for residential, 2,000 kWh for GS<50). 
 
PUC Response 
 
PUC has provided below the revised bill impacts as a result of the interrogatories. The 
adjustments made by PUC are listed at Board Staff - IR 1-Staff-2 and a revised Chapter 2 
Appendices has been filed with the interrogatory responses.  
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Exhibit 1 - Issue # 4 – Corporate Entities Relationship Chart 
 
Board Staff - IR 1-Staff-4 
 
Ref:  Exh 1-1-13, Corporate Entities Relationship Chart 
At the above reference, the applicant states the following: 
 
PUC Services Inc. is an integrated utility service provider. PUC Services Inc. provides services to 
its affiliated companies at cost. In addition to providing services to PUC Distribution, services are 
provided to the Public Utilities Commission on the same terms as that of the affiliate. 
PUC Services also provides services to entities outside the affiliated group ‐ water treatment, 
wastewater treatment, and billing and customer care services between the parties, but in all 
cases are on a for‐profit basis. 
 

a) The Public Utilities Commission does not appear in the corporate Entities relationship 
chart.  Please clarify who the Public Utilities Commission is and its relationship to 
PUC Distribution Inc. and PUC Services Inc. 

b)  Please provide an updated corporate entities relationship chart including the Public 
Utilities Commission. 

 
PUC Response 

a) The Public Utilities Commission ensures that the municipally owned waterworks provide 
safe, reliable, potable water at cost to customers within the municipal services boundary 
of Sault Ste. Marie, Ontario. Potable water is also supplied to an area of the Rankin 
Reserve of the Batchewana First Nation through the same distribution system. The 
Commission is composed of three commissioners, one of whom serves as Chair. These 
members were appointed by City Council. The management, maintenance and 
operations of the water treatment plant, wells and the approximately 450 km of watermain 
in the distribution system are carried out by PUC Services Inc. under a long term 
contract. The Commission holds public meetings as required to review the work of PUC 
Services Inc., approve capital and operating budgets, approve annual financial 
statements, and consider matters that are brought to its attention by the General 
Manager of the Public Utilities Commission. 

The following entities are identified as related parties to the Commission: 
PUC Inc. – 100% owned by the Corporation of the City of Sault Ste. Marie 
PUC Distribution Inc. – 100% owned by PUC Inc. 
PUC Services Inc.  – 100% owned by the Corporation of the City of Sault Ste. Marie  
PUC Telecom Inc. – 100% owned by PUC Inc. 
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b) Corporate Entities Relationship Chart 
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Energy Probe - IR 1-EP-2 
 
Ref:  Exhibit 1, Tab 1, Schedule 13 
 

a)  Do each of PUC Distribution Inc., PUC Inc., PUC Telecom and PUC Services Inc. have 
their own Board of Directors? 

 
b)  Please provide the total cost of the Board of Directors of each of the companies noted in 

part (a) in 2013, along with the cost that is forecast to be recovered through the test year 
revenue requirement of PUC Distribution Inc. 

 
 
PUC Response 
 

a) PUC Distribution Inc., PUC Inc., PUC Telecom and PUC Services Inc. have their own 
Board of Directors. The Board of Directors for PUC Distribution is 2/3 independent. As 
required by the Affiliate Relationship Code the Board of Directors for PUC Distribution 
must be at least 1/3 independent.  
 

b) The total cost of the Board of Directors for the companies noted in question (a) above are 
estimated to be $38,200 for 2013. Of this total, there is $6,000 included in the test year 
revenue requirement for PUC Distribution Inc. 
 

 
SEC - IR 1-SEC-3 
 
Please provide, with respect to each of the Applicant, its parent company, and PUC Services 
Inc.: 

a. Any current Shareholders’ Agreement or Direction, and any previous 
Shareholders’ Agreement or Direction dated after 2000. 
 

b. Any current Business Plan or Strategic Plan. If the current Business Plan or 
Strategic Plan is dated after January 1, 2012, please provide the previous version 
as well. 

 
PUC Response 
 

a. PUC has provided below any current shareholders’ agreements or direction dated after 
2000. 
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b. PUC Distribution does not have a current business plan or strategic plan. 
 
 
SEC - IR 1-SEC-6 
 

[1/1/18]  
 
Please provide a full description of each business carried on by any affiliate of the Applicant.  

 
PUC Response  

Refer to Board Staff - IR 1-Staff-4 for an updated corporate entities relationship chart. The 
business carried on by each of the affiliates is as follows: 

 

PUC Inc. – PUC Inc. is a holding company that is wholly owned by the Corporation of the City of 
Sault Ste. Marie. It has two subsidiaries: PUC Distribution Inc. and PUC Telecom Inc. 

 

PUC Telecom –Effective October 31, 2011 the assets to PUC Telecom Inc. were sold to Ontera, 
its joint venture partner for the past 10 years.  

 

PUC Services Inc. – PUC Services is a utility service company with 179 full-time employees as of 
December 31, 2011. The company has long-term contracts with PUC Distribution to provide 
management, operating, maintenance, and administrative services. It also has a long-term 
contract for the provision of services with the Public Utilities Commission for the water treatment 
and distribution system in Sault Ste. Marie. The company provides general management and 
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customer care services to Espanola Regional Hydro Distribution Corporation. PUC Services 
operates two waste water treatment plants under contract to the City of Sault Ste. Marie. Other 
contracts include Blind River, Echo Bay, Desbarats, Township of North Shore, Sault Ste. Marie 
Airport, the Algoma District School Board, the Huron Superior Catholic School Board, and 
Richards Landing.  

 

Public Utilities Commission- The Public Utilities Commission ensures that the municipally owned 
waterworks provide safe, reliable, potable water at cost to customers within the municipal 
services boundary of Sault Ste. Marie, Ontario. Potable water is also supplied to an area of the 
Rankin Reserve of the Batchewana First Nation through the same distribution system. The 
Commission is composed of three commissioners, one of whom serves as Chair. These 
members were appointed by City Council. The management, maintenance and operations of the 
water treatment plant, wells and the approximately 450 km of watermain in the distribution 
system are carried out by PUC Services Inc. under a long term contract. The Commission holds 
public meetings as required to review the work of PUC Services Inc. approve capital and 
operating budgets and annual financial statements and consider matters that are brought to its 
attention by the General Manager of the Public Utilities Commission. 
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Exhibit 1 - Issue # 5 – Revenue Deficiency 
 
Board Staff - IR 1-Staff-5 
 
Ref: Exh 1-2-1, Page 1 
Ref:  Exh 1-2-4 
The distribution revenue and revenue deficiency stated in the application does not match 
the amounts found on sheet 8 of the RRWF. 
 
Please reconcile the amounts and update the RRWF if necessary. 
 
PUC Response 
 
In Exhibit 1-2-1 Page 1 and Exhibit 1-2-4, the service revenue requirement is $20,212,417, 
distribution revenue requirement is $14,769,598 and the revenue deficiency is $3,174,855.  
 
On sheet 8 of the RRWF the service revenue requirement is $20,212,417, distribution revenue 
requirement is $14,769,505 (-$93 difference) and the revenue deficiency is $3,174,948 (+$93 
difference).  
 
In Tab 3 of the RRWF “Data Input Sheet” the distribution revenue at current rates was input as 
$14,769,498 and should have been $14,769,598. The resulting difference including PILs is $93 
as a decrease in distribution revenue and increase revenue deficiency. Therefore, there is no 
impact to the total service revenue requirement used for the proposed rates in this application. 
PUC will update the RRWF as required in Board Staff - IR 1-Staff-2 which will include all 
adjustments proposed as a result of the interrogatories and adjusts the difference in revenue 
deficiency in the RRWF.  
 
SEC - IR 1-SEC-8 
 
[1/2/4, p.2]  
 
Please confirm that the weighted average rate increase proposed in the Application is 21.50% 
($3,174,855/$14,769,598).  Please confirm that, but for the accounting-based reduction in 
revenue requirement of $533,293 [1/1/20], the weighted average rate increase proposed in the 
Application would be 25.11% ($3,708,148 /$14,769,568). 
 
PUC Response 
 
PUC confirms the weighted average rate increase proposed in the original Application is 21.50% 
($3,174,855/$14,769,598) and if not for the accounting-based reduction in revenue requirement 
of $533,293 [1/1/20]; the weighted average rate increase proposed in the application would be 
25.11% ($3,708,148 /$14,769,568). 
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Exhibit 1 - Issue # 6 – PUC Inc. Annual Report and Financial Statements 
 
VECC - IR 1-VECC-1 
 

Reference:  Exhibit 1, Appendix D, pg. 10 
 

a)  Did PUC contribute any of the $250k noted as being required to upgrade the fibre network 
prior to its sale? 

 
PUC Response 
 

a) PUC Distribution did not contribute to the upgrade to the fiber network prior to its sale to 
Telecom.  

 
 
VECC IR 1-VECC-2 

Reference:  Exhibit 1, Appendix D, pg. 10 
 

a) Please provide PUC’s actual and regulated return on capital and shareholder 
equity for each year in the period 2008 through 2012. 

 
b)  What were the reasons for delaying a cost of service filing? 

 
PUC Response 
 
a) PUC has included below the actual and regulated return on capital and shareholder’s equity 
for 2008 to 2011. At this time, PUC does not have audited 2012 numbers available.  
 
 

 
 
 
b) The reasons PUC delayed its Cost of Service filing in 2012 was due to a multitude of new and 
on-going initiatives that significant resources were devoted to. PUC also had an unexpected 
resource change with the departure of a key senior financial manager. In addition, PUC was 
implementing a new financial software package. PUC has included below a letter from the OEB 
stating it did not require PUC to file a 2012 cost of service rate application. 
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SEC IR 1-SEC-5 
 

[1/1/13, p. 1]  
 

Please provide the most recent financial statements for PUC Services Inc., including any 
auditor’s report and any notes to those financial statements.  If an annual report is prepared for 
PUC Services Inc., or an MD&A, please provide that as well. 

 
 
PUC Response 
 
PUC Services Inc.’s 2011 audited financial statements and 2011 annual report is included below. 
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SEC IR 1-SEC-10 
 
[1/3/4/App. D]  
 
With respect to the Annual Report: 
 
a) P.10. Please provide details of the transaction January 1, 2011 that transferred PUC 

Services Inc. from the holding company to the City.   Please provide all reports, 
memos, presentations or other documents dealing in whole or in part with the 
regulatory implications of that transaction. 

 
b) P. 16.  Please provide the missing wording between the first and second columns. 
 
c) P. 16.  Please provide any report, memo, presentation or other documents provided to 

the Board of Directors dealing with the succession plan referred to. If the succession 
plan is not in the evidence, please provide it. 

 
 

PUC Response 
 

a) PUC has provided the details of the January 1, 2011 transaction that transferred PUC 
Services from the holding company to the City. Refer to Appendix A – PUC Services 
Transfer Details. 
 

b) The missing words are as follows: “The company’s rates were adjusted in 2009, 2010, 
2011, and 2012 based on the OEB’s 3rd generation Incentive Rate Mechanism (GIRM). 
Under the 3rd GIRM, base rates, as determined by the “cost of service” rate proceeding, 
are adjusted by an inflationary factor and a productivity factor set by the OEB….” 

 
c) PUC has provided the succession plan referred to with the interrogatory responses as 

Appendix G. 
 
 
SEC IR 1-SEC-11 
 

[1/3/5, p. 10]  Please provide information with respect to PUC Energies Inc. 
 
 
PUC Response 
 
PUC Energies was incorporated to be in the retail of energy business that never materialized. 
PUC Energies is no longer in existence.
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Exhibit 1 - Issue # 7 – Additional Information MIFRS 
 
Energy Probe -  IR 1-EP-1 
 
Ref:  Exhibit 1, Tab 1, Schedule 5 &  
 2013 Cost of Service Application Additional Information 
 
At page 96 of the Additional Information, PUC states that it is deferring the transition to IFRS until 
January 1, 2014.  In light of this, please explain why PUC believes that a deferral account in 
relation to PP&E components of depreciation in rate base due to the transition to MIFRS is 
needed for the 2013 test year.  
 
PUC Response 
 
Due to the additional deferral of IFRS, PUC is withdrawing its request for deferral account 1575 
in relation to PP&E. The impact of the changes in asset useful lives and overhead capitalization 
policies under CGAAP effective January 1, 2012 will be recorded in account 1576. 
 
 
Energy Probe -  IR 1-EP-3 
 
Ref:  Exhibit 1, Tab 1, Schedule 20 
 
Please explain why the 2013 Net Fixed Assets Opening figure for MIFRS is different from that 
shown for CGAAP given that PUC is not moving to MIFRS until 2014, which only requires the 
restatement of 2013 and not of 2012. 
 
PUC Response 
 
PUC is deferring the move to IFRS but has made the changes in useful lives as per the Kinetrics 
report and the change in capitalized overheads in 2012 under CGAAP as outlined in the Boards 
July 17, 2012 notice to distributors. 
 
In Exhibit 1, Tab 1, Schedule 20, the 2013 Net Fixed Assets Opening balance does not have the 
change in estimated useful lives or capitalization of overheads.  
 
To clarify, PUC is requesting the Board to approve rates based on CGAAP accounting for 2012 
and 2013 with the changes in the asset lives and capitalization in 2012 as outlined in the Boards 
July 17, 2012 notice to distributors. PUC is withdrawing its request for a 1575 deferred PP&E 
account and will capture the impact of the changes in useful lives and overhead capitalization 
policy in account 1576. 
 
SEC-  IR 1-SEC-7 
 
 [1/2/1, p. 2]  
With respect to the decision to convert to IFRS as of January 1, 2014: 
 

a. Please advise which of the IFRS accounting changes (useful lives, overhead 
capitalization, pooling of assets, asset retirement obligations, early retirements, etc.) are 
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being implemented for accounting purposes for 2013 under CGAAP. 
 

b. Please confirm that changes are being made to useful lives, overhead capitalization, 
pooling of assets and early retirements in 2012 for comparative purposes. Please confirm 
that those changes to 2012 are not required for IFRS conversion purposes. 
 

c. Please advise what additional accounting changes will be required in 2014 to complete 
the conversion to IFRS. 

 
PUC Response 
 

a) The change in useful lives and overhead capitalization components of IAS16 are 
implemented for accounting purposes in 2012 under CGAAP. 
 

b) Although PUC is not electing to adopt IFRS in 2013 for reporting purposes, PUC will be 
adopting the extended useful lives and overhead capitalization components of IAS 16 in 
2012. PUC has not made any changes for pooling of assets and early retirements in 
2012. The changes to the extended useful lives and overhead capitalization in 2012 was 
not required for IFRS conversion purposes. 

 
c) At this time, PUC is not aware of any additional accounting changes to complete the 

conversion to IFRS. 
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Exhibit 1 - Issue # 8 – 2011 Financial Statements 
 
SEC-  IR 1-SEC-9 
 
[1/3/1, App. A] With respect to the 2011 financial statements: 
 

a) Please provide the 2012 financial statements of the Applicant and parent company.  If 
they are not yet available, please advise when they will be available.  In the interim, 
until they are available, please provide the actual figures for Property, Plant and 
Equipment, and Accumulated Depreciation, as well as the Note 2 breakdown, as of 
December 31, 2012. 
 

b) P. 30.  Please explain why there is a receivable/payable each year from PUC 
Services Inc.  Please provide a detailed explanation of cash flows (revenues and 
expenses) between PUC Services Inc. and the Applicant.  Please provide the 
average monthly balance owing to the Applicant by PUC Services Inc. for each month 
in 2012. Please provide details of all interest payments made by PUC Services Inc. to 
the Applicant with respect to those balances, and provide any agreement or other 
document setting out the terms with respect to those balances. 

 

c) P. 42. Please advise the rates on the debentures for the two Infrastructure Ontario 
loans. If they are not yet available, please advise when they will be available. 

 
d) P.42. Please provide a copy of the construction agreement referred to in Note 5. 

 
e) P. 43.  Please confirm that the purchaser of the telecom assets continues to pay pole 

rental charges to the Applicant. 
 

f) P. 44.  Please provide a detailed explanation of the allocation of tax credits and 
similar benefits relating to operating expenses of the Applicant that are incurred by 
PUC Services Inc. on the Applicant’s behalf. 

 

PUC Response 

a) PUC Distribution and the parent company’s 2012 financial statements are not available at 
this time. PUC expects the financial statements to be available in May 2013. PUC has 
provided the unaudited Note 2 breakdown as of December 31, 2012 below: 

 

 2012 2011 

  Cost Accumulated 
Amortization 

Net Book 
Value 

Net Book 
Value 

Land $845,039  $0  $845,039  $837,214  

Building $24,247,191  $1,153,963  $23,093,228  656,272 
Machinery and Equipment $27,618,193  $12,679,493  $14,938,700  14,785,416 
Transmission and distribution $75,401,583  $37,895,280  $37,506,303  28,166,003 

Construction in progress $0  $0  $0  4,099,830 

  $128,112,006  $51,728,736  $76,383,270  $48,544,735  
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b) PUC Services Inc. processes cash receipts and payments on behalf of PUC Distribution 

Inc. on an ongoing basis throughout the month which flow through PUC Services Inc.’s 
bank account.  The cash balance owed to or receivable from PUC Services at year end is 
shown as a due to/from on the financial statements. 

The following chart summaries the monthly balances for 2012 and the interest 
calculations for the year. 

 

 
Month Balance ($) Interest Received ($) Interest Paid ($) 
January (1,145,870)  (4,268) 
February (1,279,376)  (4,766) 
March (1,624,604)  (6,051) 
April (1,930,689)  (7,192) 
May (788,689)  (2,938) 
June (1,129,627)  (4,208) 
July (751,542)  (2,799) 
August (3,799,429)  (14,153) 
September 2,087,266 2,175  
October 553,730 657  
November (16,337)  (62) 
December (2,094,234)  (7,802) 
    
    

 

c) The loans will be finalized in the second or third quarter of 2013. 

The current rates, as of March 26, 2013, published by Infrastructure Ontario are: 

 $5,000,000 15 year loan – 3.4% 

 $21,200,000 25 year loan – 3.9% 

 d) PUC has included a copy of the construction agreement referred to in Note 5 in Appendix 
C - Construction Agreement. 

e)  PUC confirms the purchaser of the telecom assets continues to pay pole rental charges. 

 
f)  Apprenticeship tax credits are claimed by PUC Services and subsequently transferred to 

miscellaneous income of PUC Distribution in Account 4390 – Miscellaneous non-operating 
revenue.   
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Exhibit 1 - Issue # 9 – General Information 
 
SEC -  IR 1-SEC-1 
 
Please confirm that there are 50 schools in the Applicant’s service area.  Please provide a 
breakdown of the rate classes of those schools between GS<50 and GS>50.   
 
PUC Response 
 
PUC confirms that there are 50 schools in PUC Distributions’ service area. There are 26 schools 
that are GS<50 and 24 schools that are GS>50. 
 
 
SEC -  IR 1-SEC-2 
 
With respect to the table marked “2011 Comparisons of Distributor Data” attached to these 
interrogatories: 
 
a. Please confirm that the data in the table correctly transposes the data from the 2008 

through 2011 Electricity Yearbooks relative to the Applicant, and the data from the 
Applicant’s current rates, and performs correct calculations on that data. Please advise if 
any of the data related to other distributors is, to the knowledge of the Applicant, 
incorrect.  If any of the data for the Applicant or the other distributors is incorrect, please 
provide the correct information if available.  

 
b. Please explain all reasons known to the Applicant why its FTEs for its distribution 

business are so much higher than any other similar-sized distributors. 
 
c. Please explain all reasons known to the Applicant why the Applicant’s OM&A per 

customer is 15.3% higher than the average of the similar-sized distributors. Please 
reconcile this disparity with the proposed increases in OM&A for 2012 and 2013. 

 
d. Please explain why the Applicant has the lowest residential rates of the comparator 

group, 18.1% below the average, but the third highest GS>50 rates of the comparator 
group, 37.4% above the average. 

 
PUC Response  

 
a)    PUC reviewed the data in the table below provided by SEC. PUC advises that minor 

differences were found in the OM&A/customer calculations when comparing the 2011 
Yearbook results. PUC calculated the average OM&A per customer to be $221.58 based 
on the LDCs in the table and advises PUC’s average OM&A per customer is $259.75. PUC 
advises the average bill calculations for Halton Hills and Newmarket could not be 
confirmed.  
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b) PUC does not have any known reasons for the differences in full time equivalents in 
comparison to specific LDCs.  Differences could be attributed to levels of outsourcing, 
service territory size, physical attributes of the service territory, rural vs urban customer mix, 
etc.  The average number of FTEs for LDCs with service territories between 300 and 700 
square kms (excluding Algoma Power and Hydro One) is 253.  The average OM&A for the 
same group is $259.83 per customer. 

c)  PUC does not have any known reasons for the differences in OM&A cost per customer in 
comparison to specific LDCs.  Differences could be attributed to service territory size, 
physical attributes of the service territory, rural vs urban customer mix, etc.  The average 
number of FTEs for LDCs with service territories between 300 and 700 square kms 
(excluding Algoma Power and Hydro One) is 253.  The average OM&A for the same group 
is $259.83 per customer.  PUC operates and maintains two 115 kv transmission stations 
that are classed as distribution assets and therefore increase OM&A expenses.  In addition, 
as a result of the management agreement with PUC Services, expenses that would be 
included in depreciation for most LDCs are included in OM&A for PUC Distribution. 

d) PUC Distribution’s revenue to cost ratio for residential customers is at the low end of the 
allowable range (93.3%) and the revenue to cost ratio for GS>50 is at the high end of the 
allowable range (120%). 
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EXHIBIT 2 – RATE BASE 
 
 
Exhibit 2 - Issue # 1 – Reconciling NBV 
 
Board Staff – IR 2-Staff-6 
 
Ref:  Exh 2-1-1, Table 2-1 
Ref:  Chapter 2 Appendices (excel file) 
The Net Book Values (NBV) stated in Table 2-1 do not reconcile to the NBV listed in 
Appendix 2-B. 
 
Please reconcile the NBV for each year listed in Table 2-1 and comment on any 
variances. 
 
PUC Response 
 
The NBV in Table 2-1 – Summary of Rate Base is the average NBV for the year as required 
when calculating the rate base. The NBV in Chapter 2 Appendices is the actual NBV for the 
year as required for the continuity schedules. For this cost of service rate application, and for 
regulatory accounting, the schedules in Chapter 2 Appendices use the ½ year rule. A 
reconciliation of the NBV’s are provided below. 
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Exhibit 2 - Issue # 2 – OM&A  
 
Board Staff – IR 2-Staff-7 
 
Ref:  Exh 2-2-1 
Please identify the increases (decreases) in OM&A expense for the test year, arising from 
other than a decrease (increase) in capitalized overhead. 
 
PUC Response 
 
In the Bridge and Test year PUC changed the capitalization of overheads as outlined in the July 
17, 2012, OEB notice to electricity distributors. The table below includes a column “test year- 
without change in overhead capitalization” to identify the increase or decreases in OM&A that is 
not a result of the changes in capitalized overhead.  
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Exhibit 2 - Issue # 3 – SAIDI, SAIFI and CAIDI  
 
Board Staff – IR 2-Staff-8 
 
Ref:  Exh 2-2-2, Table 2-4 
Ref:  Exh 1, Appendix D, Pages 9-10 
Board staff notes that SAIDI and SAIFI excluding loss of supply are increased (i.e. worse) 
for 2011 than for preceding years. 
 

a) Please explain the causes of the fluctuations in the reported reliability 
performance measures (SAIDI, SAIFI and CAIDI) from 2010 to 2011. 

 
b) Please comment on what service reliability measures PUC has/is taking to 

ensure these ratios decrease. 
 

c) Please provide an estimate for 2012 for the service quality indicators. Please 
describe how PUC derived the 2012 estimates of its reliability performance 
measures, given the fluctuations shown over the prior years.  
 

PUC Response 
 

a) 2011 was an unusual year with respect to power outages.  A combination of a number of 
factors during the year contributed to unusual outage frequency and duration of outages.  
These included the following:   

1) unusual system configuration associated with:  

i. connection of 60 MW of solar generation in the east end of the city,  

ii. improvements to protection systems at the east end TS related to the solar 
generation, and  

iii. installation of new wholesale metering installations at the east end TS. 

2) increased equipment failure associated with defective disconnect switches and 
failure prone ceramic insulators; and  

3) significant weather conditions. 

b) The wholesale metering, protection upgrades and connection of the solar generation were 
all completed by late 2011, and therefore are no longer of concern.  PUC undertook a 
dedicated effort to replace approximately 1,200 suspected defective disconnect switches, 
and approximately 3,300 failure prone ceramic insulators over a three-year time frame, 
starting in 2012.  Reliability indices for 2012 (see answer to item (c) below) confirm these 
efforts are proving effective. 

c) Actual numbers for 2012 are as follows:  SAIDI = 1.65; SAIFI = 2.17; CAIDI = 0.76. 
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VECC – IR 2-VECC-3 
 
Reference:  Exhibit 2, Tab 2, Schedule 2, pg. 1. 

a)  Please breakdown the outage metrics for 2009 through 2012 into the following 
categories: 

 
 
Description 2009 

Totals 
2010 
Totals 

2011 
Totals 

Scheduled    
Supply Loss    
Tree Contact    

Lightning    

Def.Equip.(other than pole)    
Pole Failure    

Weather    
Human Element    

Animals, Vehicle    

Environment    

Unknown    
Total    

 
 
PUC Response 
 
Note:  Categories indicated in table above have not been compiled and are not readily available.  

Included below is data for 2009 through 2011 for available categories.  Data for 2012 is 
not yet available. 
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Exhibit 2 - Issue # 4 – IFRS  
 
Board Staff – IR 2-Staff-9 
 
Ref:  Exh 2-2-3, Table 15 
Ref:  Exh 2-2-1, Page 3Ref:  Exh 1-2-4, Page 3Ref:  Exh 1-1-20, Page 1 
As per Exhibit 2-2-3, Page 15, PUC stated the following: 
 
PUC has not accounted for any gains or losses on the retirement of assets in this cost of 
service rate application. 
 
PUC has not recorded any asset impairment losses in this cost of service application. 
 
As per Exh 2-2-1, Page 3, PUC stated: 
 

• PUC follows Generally Accepted Accounting Principles, in particular the CICA Handbook 
IAS 16 Property, Plant and Equipment and the OEB Accounting Procedure Handbook. 

• Components of PP&E are determined and depreciation is calculated separately for each 
significant component or part. 

• Depreciation is based on the asset costs (or revalued cost) less its residual value over 
the estimated useful life 

• General overhead and administrative costs are specifically excluded from the cost of the 
asset. 

 
As per Exh 1-2-4, Page 3, PUC stated the following: 
 
Transition to IFRS…reduced capital charges and increased OM&A 
 
a)  Please clarify the accounting policy choice for each area of PP&E in 2013, using the 
following table: 
 
 
 
# Areas of PP&E policies in 

2013 
IFRS or 
CGAAP 

External 
Auditor agrees 
with the policy? 
(Y/N)1 

Impact, if 
any, to the 
revenue 
requirement 
of 2013 

1. Asset Useful Lives    
2. Componentization of Assets    
3. Capitalization of Overheads    
4. De-recognition of PP&E 

(including asset retirement) 
   

5. Asset impairment    
6. Others    
 
Note 1: please provide the reasons if the answer is “No”. Please provide the plan for 
consultation with its auditor if PUC has not obtained the agreement with its external auditor. 
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b) Please explain why PUC stated that the transition to IFRS reduced capital charges and 
increased OM&A, as per Exhibit 1 Tab 2 Schedule 4 Page 3 of 3. The table on Exhibit 1 Tab 1 
Schedule 20 Page 1 of 1 (excerpts from the table reproduced below) shows an increase in both 
net book value of PP&E and OM&A when comparing 2013 CGAAP to 2013 MIFRS.  Please 
provide numbers and calculations that support PUC Distribution Inc.’s statement that the 
“transition to IFRS reduced capital charges and increased OM&A”.  The analysis should reflect 
the actual data recorded in PUC’s evidence. 

 
 
Rate Base CGAAP MIFRS  

2013 Net Fixed Assets Opening 80,369,401 80,704,733 
2013 Net Fixed Assets Closing 83,243,549 83,922,280 
OM&A 10,195,763 10,928,870 
2013 Revenue Requirement CGAAP MIFRS Difference 
Depreciation 4,493,943 3,407,501 (1,086,442) 
PILs 493,584 276,281 (217,303) 
OM&A 10,195,763 10,928,870 733,107 
 
 
 
PUC Response 
 
a) PUC has completed the table below with the accounting policy choice in the 2013 test year. 
 

 Areas of PP&E policies in 
2013 

IFRS or 
CGAAP 

External 
Auditor agrees 
with the policy? 
(Y/N)1 

Impact, if any, to the 
revenue requirement of 

2013 

1. Asset Useful Lives CGAAP –  
Extended Lives 

No Adoption of extended lives 
in 2012 increases rate base 
and decreases depreciation. 
Impact of changes for 2012 
recorded in 1576. 

2. Componentization of Assets CGAAP No N/A 
3. Capitalization of Overheads CGAAP – Direct 

capitalization 
only 

No Decrease in rate base and 
increase in OM&A. Impact 

of changes for 2012 
recorded in account 1576. 

4. De-recognition of PP&E 
(including asset 
retirement) 

CGAAP No N/A 

5. Asset impairment CGAAP No N/A 
6. Others N/A N/A N/A 
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PUC is deferring implementation of IFRS for financial reporting; therefore, the external auditors 
have not confirmed agreement with the policies. 
 
b)    PUC changed the estimated useful lives and overhead capitalization policies in 2012 under 

CGAAP to agree with components of IAS 16 and as per a notice issued by the Board on 
July 17, 2012 to electricity distributors. When PUC stated “transition to IFRS reduced 
capital charges and increased OM&A” the reference was to the change in the capitalization 
of overheads. Less overhead is being capitalized under the new policy therefore increasing 
the amount in OM&A. When comparing the 2013 CGAAP amount vs. the 2013 MIFRS 
amounts the NBV has decreased by the change in capitalized overhead but depreciation 
has also decreased due to the extended useful lives. 

 
 

VECC – IR 2-Staff-4 
 
Reference:  Exhibit 2, Tab 2, Schedule 3 

 
a)  For each asset class for which PUC is proposing a useful life which is outside the minimum 

or maximum of the Kinectrics Study (e.g. Switches and Reclosers) please explain why and 
the basis for the proposed alternative life. 

 
PUC Response 
 
a) The maximum life for switches and reclosers as per the Kinectrics study is 55 years. PUC has 

proposed to use 60 years which is consistent with overheard conductors. Historically switches 
and reclosers have been accounted for with overhead conductors. The cost of the switches 
and reclosers is not material compared to the overall total wire costs and cannot be easily 
separated.  

     There are no other assets classes that PUC is proposing a useful life which is outside the 
minimum or maximum as per the Kinectrics Report. 

 
 
 
SEC – IR 2-SEC-13 
 

[2/2/3] 
 

Please provide any report, memo, presentation or other documents, other than the Board’s 
Kinectrics Study, dealing with the Applicant’s decisions on componentization and useful lives. 
 
PUC Response 
 
PUC utilized the Board’s Kinectrics Study for componentization and useful lives. PUC has no 
further reports, memos or presentations that were used for the purposes of useful lives and 
componentization. 
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Energy Probe – IR 2-EP-4 
 
Ref: Exhibit 2, Tab 2, Schedule 3 
 
The evidence indicates that PUC has decided to stay on CGAAP and defer implementation of 
IFRS to January 1, 2014.  At the same time PUC has filed this cost of service application based 
on MIFRS for both the bridge and test years (2012 & 2013).  Please confirm that the bridge year 
should be filed based on CGAAP since it will not be restated when PUC implements IFRS in 
2014. 
 
PUC Response 
PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS. 
 
PUC confirms that the bridge and test year should be filed on CGAAP.  
 
Although not electing to implement IFRS for reporting purposes, PUC will adopt the extended 
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the 
application for the bridge and test year.  
 
Therefore, PUC is requesting the Board to approve rates based on CGAAP accounting for 2012 
and 2013 with the changes in asset lives and capitalization of overheads in 2012  as outlined in 
the July 17, 2012 notice to electricity distributors. 
 
The only changes PUC made to file under MIFRS for the bridge and test year were the change in 
useful lives, capitalization of overheads, and a 1575 deferred PP&E account. 
 
Since the changes in the estimated useful lives and capitalization of overheads can be made 
under CGAAP, the only change PUC is proposing is the removal of the request for a 1575 
deferred PP&E account. The impacts of the changes in the useful lives and overhead 
capitalization policies effective January 1 2012 will be recorded in account 1576 – Accounting 
changes under CGAAP. 
 
 
 
VECC – IR 2-VECC-5 
 
 

Reference:  Exhibit 2, Tab 2, Schedule 3, pg. 15. 
 
a)  What are the intangible assets included in PP&E referred to at this part of the evidence? 
 
PUC Response 
 
a) PUC’s intangible assets are land rights. 
 
 
SEC – IR 2-SEC-12 
 
[2/1/2, Tables 2-1 and 2-2]   
Please confirm that the 2012 and 2013 columns in these tables are based on MIFRS. 
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PUC Response  
 
PUC confirms Table 2-1 and 2-2 was filed under MIFRS in the original application. Since PUC is 
deferring the implementation of IFRS, PUC is now requesting the Board to approve rates based 
on CGAAP with the changes in useful lives and capitalization components under IAS 16 in 2012.  
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Exhibit 2 - Issue # 5 – Deteriorated Wood Poles  
 
Board Staff – IR 2-Staff-10 
 
Ref: Exh 2-2-7, Page 13 
PUC states that it has an on-going capital project to replace deteriorated wood poles as 
identified through annual third party pole testing and regular plant inspections.  For the 
2013 Test Year, this capital project has a cost of approximately $800K.  This is an 
approximate 50% increase (~$262K) from 2012. 
 
a)  Please comment on the significant increase from 2012 to 2013. 
b)  Please provide the number of poles replaced for 2007 through 2012.  Provide a 

column for 2013 indicating the estimated number of poles to be replaced. 
c)  Please file the 2012 third party annual testing report. 
 
PUC Response 
 
a) PUC needs to replace between approximately 400 poles per year, based on a typical pole 

service life of 40 years, and 320 poles per year, based on a service life of 50 years.  PUC has 
been working towards increasing annual pole replacements gradually over a 5 to 10 year 
time frame up to the anticipated long term goal, that being approximately 360 poles per year.  
At an estimated unit cost of $4,500 per pole, the long term budget for deteriorated pole 
replacements is approximately $1,620,000.    
 
The 2012 budget for pole replacements was $537,212.  However actual expenditure was 
closer to $700,000.  The projected budget for 2013 is $799,166.  This is in-line with ongoing 
efforts to increase the level of pole replacements to the long term target of $1.62 million. 

b) Poles  replaced per year:    

 

Year 2007 2008 2009 2010 2011 2012 2013 Estimate

Quantity 214 174 257 241 132 182 180   

c)  Refer to Appendix B - 2012 pole testing report titled. 
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Exhibit 2 - Issue #6  – Capital Projects  

 
Board Staff – IR 2-Staff-11 
 
Ref: Exh 2-2-7, Page 15-16 
In the referenced evidence, PUC has identified on-going capital projects. For each of the 
following capital projects, please provide; 
 
a)  The expected timeline for the completion of this project. 
b)  A table outlining, by year, all costs pertaining to this project. 
 
• Voltage Conversion Program 
• Underground Cables Remediation Program 
• Replace substation switches and breakers 
• Replace underground station cables 
• Station equipment 
 
PUC Response 
 
• Voltage Conversion Program -  latest schedule from March 2012 estimates 

completion of voltage conversion program by 2018  (see Appendix L for conversion 
programs by station) 
 

• Underground Cables Remediation Program -  program is currently under 
development.  However, with approximately 300 km of underground primary cables 
in the system (see Exhibit 4-8, AMP section 4.2.1) and generalized plans to address 
10 km per year, the program is expected to last more than 30 years. 
 
 

The following three programs are actually sub-components of one overall program to 
renew/replace the existing 16 Distribution Stations and 2 Transformer Stations over the 
next 30 to 40 years.  In accordance with the program outline in the AMP section 5.4, we 
plan to replace/rebuild approximately one-half of a station each year for the next 30 to 40 
years.  

o Replace substation switches and breakers 
o Replace underground station cables 
o Station equipment 

 
Costs for each program for each year are listed in the application Exhibit 2, Tab 2, 
Schedule 7, pages 4 through 13. 
 
 
 
VECC – IR 2-VECC-12 
 
Reference:  Exhibit 2, Tab 3, Schedule 2, pg. 1. 

 
a)  What was the salvage value of recovered copper wiring in 2012? 
What amount is forecast for 2013? 
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PUC Response 
 
a) PUC has provided in the table below the total sales of scrap including copper wire:  
 

2008 
approved 

2008 2009 2010 2011 2012 2013 
YTD 

2013 

$114,000 $32,290 $17,325 $52,892 $86,339 $82,058 $2,168 $40,000 
 
 
 
SEC – IR 2-SEC-14 
 
    [2/2/7]  

 
Please provide, for each of the “multi-year capital programs” referred to in this Exhibit, the 
planning or other document that set out, in advance, the details of the program, any periodic 
variance reports or amendments to the program, and any reports, memos, presentations or 
other documents provided to the Board of Directors or senior management, as the case may 
be, at the time approval for the program was being sought. 

 
PUC Response  
 
See the following reports that were submitted with 2013 COS application:  
 

1. Asset Management Plan – METSCO Energy Solutions, September 2012 

2. LD-01 Porcelain Insulator Replacement Program, PUC Services Staff, November 30, 
2010 

3. LD-02 Restricted Conductor Replacement Program, PUC Services Staff, November 3, 
2009 

4. LD-03 Distribution Switch Replacement Program, PUC Staff, January 31, 2012 

 
SEC – IR 2-SEC-15 
 

[2/2/7, p. 11-13]  
 
Please explain why the amounts for 2012 projects (c), (g), (j), and (m) are identical. 

 
PUC Response  
 
The amounts for the identified projects are annual allowances put into the 2012 capital budget to 
complete the work in these long-term system renewal/rehabilitation programs in 2012. 
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Exhibit 2 - Issue #7  – SCADA System  
 
Board Staff – IR 2-Staff-12 
 
Ref: Exh 2-2-7, Page 16 
PUC Distribution Inc. states that the SCADA system is outdated and will be replaced in 2013. 
 
a)  Please confirm whether the entire SCADA system will be replaced by end 2013 or only 

part of it. 
b)  If only part of the SCADA system will be replaced in 2013, please provide the expected 

timeline for the completion of this project. 
c)  Please provide a table outlining, by year, all costs pertaining to this project. 
 
 
PUC Response 
 
a) PUC only plans to replace part of the SCADA system in 2013. The master station and the 

alternate master station hardware and software will be replaced.  
 

b) The completion of the project is expected by the end of 2013. 
 
c) All the costs of this project are to be incurred prior to the end of 2013. 
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Exhibit 2 - Issue #8  - New integrated service centre/administration building   
 
Board Staff – IR 2-Staff-13 
 
Ref:  Exh 2-2-7 
At a cost of $23M, PUC is constructing a new integrated service centre/administration 
building. The building will be complete and ready for occupancy by the end of 2012. 
 
a)  Please confirm whether the new building is complete and ready for occupancy. 
b)  If the new building is not complete, please provide a timeline for its completion. 
c)  Please provide a comparison of the square footage and cost per square feet 

between the new building and existing facilities. 
 
PUC Response 
 
a) & b) Occupancy of the new building commenced on December 21, 2012 and continued in 
stages until March 22, 2013 when it was fully occupied. The building landscaping and parking will 
be completed in the spring of 2013. 
 
c) PUC has included the square footage for the old buildings and the new integrated building 
below: 
  

Facility Gross 
Area (sf) 

Murphy Centre (old) 47,800 
Trbovich Centre (old) 42,920 
Queen Street (old) 23,800 
Subtotal 114,520 
  
New Integrated      
Building 

110,382 

 
 
The cost of the new building = $23,000,000  
 
The historical cost of the old buildings is as follows: 
 
Office building = $1,511,468 – original build 1951with an extension in 1981. 
Trbovich Building - $1,216,806 – purchased in the late 1990’s 
Murphy Service Centre= $2,392,107 – Built in 1965 
 
 
Board Staff – IR 2-Staff-14 
 
Ref:  Exh 1-1-13 
Ref:  Exh 2-2-7 
Ref: Exh 3-3-2, Page 5 
 
At Exh 1-1-13, PUC states that PUC Services Inc. performs services for water and 
wastewater treatment for the city (shareholder). 
 



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 92 of 247 

 
a) At Exh 3-3-2, PUC states the increased revenue to account 4210 is due to PUC 

charging PUC Services Inc. for use of the new facility. Please confirm that PUC 
Services Inc. will be using both office and operational assets. 

 
b) What revenues does PUC receive for the use of its building, equipment and 

systems, from PUC Services Inc. for work done on other than electricity 
distribution? 

 
c) Please match any revenues identified in (b) with the accounts listed in table 3-25, 

Summary of Other Distribution Revenue. 
 

d) How the rates are charged to PUC Services Inc. determined, and do they reflect a 
market-based rate of return and associated taxes/PILs? 

 
e)  On page 25 of Exh 2-2-7, Board staff notes that the three existing locations that 

PUC Distribution Inc. operates out of will be disposed. 
I. Please confirm when the disposition of the three existing locations will take 

place. 
 

II. If the disposition will take place in 2013, please confirm whether or not 
Account 4355, Gain on Disposition of Property for the 2013 Test Year 
should be updated for the disposals. 

 
III. If the answer is yes to part II, please update account 4355. 

 
 IV  If the answer is no to part II, please explain why and provide an explanation       

for how the proceeds of any sales will be treated. 
 

PUC Response 
 

a) PUC confirms that PUC Services Inc. will be using both office and operational 
assets. 
 

b) PUC Distribution receives revenue from PUC Services for use of its building. In the 2013 
test year PUC included $1,317,274 in revenue for the use of its building.  

 
c) The amount PUC receives for the use of its building, equipment and systems, from PUC 

Services Inc. is in Table 3-25 account 4210 – Rent from electric property.  
 

d) PUC Distribution charges PUC Services for the use of the building based on an asset 
charge (depreciation) and cost of capital charge. 

 
- The charge for the building from PUC Distribution to PUC Services plus operating 

expenses are allocated to the affiliates (including PUC Distribution) for a share of the 
total costs. 

- The cost of capital charge is based on the capital parameters as published by the 
OEB – value of the building at the regulated capital %. 

- The asset charge is based on a useful life of 50 years. 
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- This is the same method used in prior years to determine the revenue that was 

received by PUC Services when it owned the buildings. 

- The intent in the past and moving forward is for the transaction to be at cost and the 
shared use be a benefit to all Sault Ste. Marie ratepayers 

 
e)  i) Two of the existing buildings are owned by PUC Services and one of the existing 

buildings (office building) is owned by the water commission. The Queen Street office 
building sale is expected to close on June 30, 2013. The other two buildings are 
currently for sale.  

 
ii) The disposition is expected to take place in 2013. Since the properties are owned by 
PUC Services, there will be no gain on disposal of property recorded in account 4355.  
 
iii) Not applicable 
 
iv)  The buildings are owned by PUC Services. Therefore, the proceeds will not be 
recorded in PUC Distribution. 

 
 
VECC – IR 2-VECC-10 
 
Reference:  Exhibit 2, Tab 2, Schedule 7 – New Building. 

 
a)  Please provide an inventory of all PUC vehicles, age and net book value? 
 
b)  What was the cost of the 2007 Trbovich building renovation? 
 
c)  At page 24 of the evidence it states that Shareholder resolutions were passed September 

8, 2003 and September 27 2010. Please  confirm the dates of these resolutions (i.e. 7 
years apart). 

 
d)  What is the current status of the sale of the old property?  How many building lots are for 

sale? What was the basis for an estimated $4.75 million sale value for these buildings. 
 
e)  Please explain what items were added to the building to bring it up to 

LEEDs standards? 
 
f) Aside from garage space what was the square footage of the combined old buildings 

and what is the square footage of the new building. 
 
g)  Please provide the study which was used in support of the proposal to build a new building 

and the presentation that was provided to PUC’s Board of Directors for approval.  
h)  Please provide photographs of the exterior of each of the old buildings and the new 

building. 
 
PUC Response  
 

a) PUC Distribution does not own any vehicles. All vehicles are owned by PUC Services. 
 

b) The cost of the Trbovich building renovation was $263,336. 
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c) PUC confirms the dates noted for the two resolutions are correct. 
 
d) PUC Services has 3 properties that are currently for sale. The basis of the estimated $4.75 
million value of the 3 properties was determined from current market appraisals completed in 
2010 and 2011. 
 
e) LEEDs items included in the building construction or design as follows:   

• zoning minimums to reduce asphalt surface areas and encourage alternate 
transportation 

• Preferred parking for carpools is being provided 
• An EnergyStar, high emissivity roof is being used on the entire roof to mitigate heat 

island effect 
• Exterior lighting has been designed to minimize light pollution and contain light on 

site. 
• Native landscaping has been used to eliminate the requirement for irrigation, thus 

reducing water use. 
• High efficiency water fixtures have been specified to reduce water consumption by 

more than 20%. 
• The building is employing Best Practice Commissioning to ensure that it is functioning 

as designed. 
• HVAC & Refrigeration are CFC-free; Fire suppression equipment is free of halons 
• The building is designed to perform 45% better than the MNECB model building in 

terms of energy costs through the use of high efficiency systems and an effective 
building envelope. 

• 75% of construction waste is being diverted from landfill 
• 22% of materials used in the building are recycled materials 
• 30% of materials used in the building are extracted and manufactured locally. 
• 92% of the wood used in the building is FSC Certified 
• The building is compliant with Sections 4, 5, 6, and 7 of ASHRAE 62-2001 for Indoor 

Air Quality Performance 
• The building features carbon dioxide monitoring 
• Air quality measures are being monitored during construction to protect HVAC system 

contamination; absorptive materials are being protected from moisture / mold risk 
• All adhesives and sealants conform to SCAQMD Rule #1168, October 2003, for VOC 

Limits. 
• VOC emissions from paints conform to limits of Green Seal’s Standard GS-11, 

January 1997 requirements. 
• All carpets  comply with the VOC limits of the Carpet and Rug Institute’s Green Label 

Indoor Air Quality Test Program. 
• All composite wood products used in the building contain no added urea-

formaldehyde resins 
• The following Indoor Pollutant Control Measures have been employed: 

o Permanent entryway systems (grilles) to capture dirt, particulates, etc. are 
provided at all high volume entryways. 

o Chemical use areas and copy rooms have been physically separated with 
deck-to-deck partitions and self-closing doors; and independent exhaust 
ventilation has been installed. 
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• Controls for heating, lighting, and ventilation have been provided such that they can 

be controlled by individual employees for comfort 
• 75% of regularly occupied spaces in the building employ day lighting strategies 
• 90% of regularly occupied spaces provide exterior views for employees 
• Mercury-Free lamps are being used in all fluorescent luminaires 

 
 

f) See response to Board Staff – IR 2-Staff-13, part (c) above for square footage comparison. 
 

g) See Appendix M – New Building Reports and Shareholder Resolutions. 
 
h) PUC has provided pictures of the buildings below: 
 
 Queen Street Office Building 
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Murphy Building Service Centre 
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Trbovich Building 
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New Integrated Administration/Service Centre Building 
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Energy Probe – IR 2-EP-8 
 
Ref:  Exhibit 2, Tab 2, Schedule 7 
 

a) Please reconcile the addition of $23 million shown in account 1808 in Tables 2-13 and 2-
15 with the cost of $23.5 million shown in the table on page 25. 

 
b) Please show where in the continuity schedules for 2012 or 2013 the sales of the three 

buildings noted on page 25 have been reflected? 
 

c) Please disaggregate the proceeds from the sale of three buildings of $4,750,000 between 
each of the buildings and, if applicable, the land those buildings are on.  For each building 
and for each related land, please show the net book value at the time the building/land is 
sold. 

 
d) What is the timing of the sale of the buildings/land?  Have they already been sold by the 

end of 2012?  If not, are they expected to be sold in 2013? 
 

e) How has PUC treated the proceeds of $4,750,000? 
 

f) Please provide a table that shows each of the ongoing costs used in the present value 
calculations shown in the table on page 25 that results in the figures of $13,224,766 and 
$15,853,127 (i.e. 25 years at 6%). 
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g) Do the figures requested in part (f) above reflect the productivity improvements discussed 

in the need for the new integrated facility?  If no, please quantify the cost reductions 
associated with the productivity improvements discussed at pages 16-25. 
 

h) If not separately shown as part of the response to part (f), please show the expected 
annual cost of the new facility for property tax and the reduction in property tax as a result 
of the sale of the three buildings/land parcels. 

 
i) Does PUC Distribution own each of these three buildings?  If not, please indicate who 

owns each of the buildings and provide the rent paid by PUC Distribution for each 
building for each of 2009 through 2012. 

 
PUC Response  
 

a) The $23.5 million shown in Exhibit 2 on page 25 includes $500,000 for office furniture and 
equipment that is owned by PUC Services.  
 

b) The 3 existing buildings are owned by PUC Services and the Water Commission; 
therefore, the sale of the buildings is not reflected in the continuity schedules.  

 
c) The buildings are owned by PUC Services and the Water Commission. At this time the 

buildings are still for sale. 
  

d) The buildings are currently for sale. 
 

e) The 2 service centre buildings are owned by PUC Services and the office building is 
owned by the Water Commission.  

 
f) PUC has provided a table below that shows each of the ongoing costs used in the 

present value calculations shown in the table on page 25 that results in the figures of 
$13,224,766 and $15,853,127 (i.e. 25 years at 6%). 
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g) The resent value analysis noted in (f) above includes those productivity gains indicated in 

the analysis. 
 

h) The estimated new property taxes are $804,002 and the taxes on the three old building 
was $246,237. 

 
i) The old office building is owned by the Public Utilities Commission and the two service 

buildings are owned by PUC Services Inc. 
 
PUC Distribution’s share of building costs: 
2009 2010 2011 2012 bridge 2012 

Preliminary 
$328,868.52 $312,555.20 $343,458.34 $440,250.7 $643,191 
 

 
SEC – IR 2-SEC-16 
 

[2/2/7, p. 16 et. seq.]  
 

With respect to the new building: 
 

a. Please provide detailed schematics of the original three buildings, including square footage 
and floor plans. 

 
b. Please provide details of the ownership and use of the original three buildings, as well as 

the original cost, the depreciated values and undepreciated capital cost for tax purposes.  
Please provide details of the sales or planned sales of those buildings and/or land, and 
explain how the proceeds will be accounted for relative to the Applicant. 

 
c. Please provide details of the numbers of employees that will be using the new building, by 

category, including the number with offices or workstations. Please advise how many of 
those employees (on an FTE basis) will be working for the distribution company, and how 
many for each of the other affiliated business activities.  Please provide details of the 
financial arrangements between the Applicant and the other entities in the affiliated group, 
including the City, with respect to the use of the building. Please provide all calculations, and 
reconcile the result to Ex. 3/3/1.  Please confirm that the Applicant proposes to calculate 
depreciation, cost of debt, ROE, and PILs relative to the full value of the building and 
contents, and include the total in rates. 

 
d. Please provide a detailed schematic of the new building, including square footage and floor 

plan. 
 
e. Please provide any business case, economic analysis, planning document, report, memo, 

presentation, or other document prepared by the Applicant in the course making the 
decision to proceed with the new building. 

 
f. Please provide all reports, memos or presentations provided to the Board of Directors, or 

the City, dealing with the decision to proceed with the new building. If any such documents 
were prepared by or on behalf of the holding company or the City, please provide those 
documents as well. 
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g. Please provide a detailed breakdown of all additional capital costs associated with the 
contents of the building, including furniture, equipment, interior improvements, etc. 

 
h. P. 16. Please provide a copy of the tender call. 
 
i. P. 17. Please provide any reports available dealing with the “lost time accidents due to 

strains resulting from awkward working positions”. 
 
j. P. 18. Please identify where in the Application the savings from inspections and servicing 

are included, and the amounts of those savings. Please provide a cost comparison between 
contracting out vs. in-house, including additional hires and additional equipment to be 
purchased, if any. 
 

k. P. 19. Please provide any reports available dealing with the “high level of exhaust fumes in 
the parking garage”. 

 
l. P. 22.  Please advise the cost of the 2007 renovations to the Trbovich Building.  Please 

confirm that those costs are now fully depreciated. 
 
m. P. 22. Please provide the basis for the estimate of five more engineering staff in the next five 

years. 
 
n. P. 23.  Please provide the full present value analysis of all options considered. Please 

include, for example, all of the assumed renovations to the existing buildings over 20 years. 
 
o. P. 25. Please advise where savings in operating costs from the new building are included in 

the evaluation.   
 
PUC Response  
 
a) PUC has included with the interrogatory responses the detailed schematics for the original 3 
buildings filed as PUC Distribution_ IRR_Trbovich Bldg floor plans_20130404.pdf; PUC 
Distribution_IRR_Murphy Building floor plans_20130404.pdf; and PUC Distribution_IRR_Queen 
Street Bldg floor plans_20130404.pdf 
 
b) The three buildings are currently for sale.  The proceeds from the sale of the office building 
owned by the Water Commission will be retained by the Commission.  The proceeds from the 
sale of the service centres by PUC Services will be transferred to PUC Distribution towards the 
cost of the new building through PUC Inc. 
 

Building Use Ownership Cost NBV UCC 
765 Queen St. Office building Water 

Commission 
$1,511,468 $667,556 n/a (assets are not 

depreciated for tax in 
water tax return) 

Trbovich Centre Engineering, 
vehicles, stores 

PUC 
Services 

$1,216,806 $867,671 Not recorded 
separately in class 1 
for UCC 

Murphy Centre Operations, 
vehicles, stores 

PUC 
Services 

$2,392,107 $1,605,060 Not recorded 
separately in class 1 
for UCC 
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c) PUC has provided below the details of the number of employees that will be using the new 
building by category and with offices or workstations. The FTE for PUC Distribution is 86.81 
employees. 
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Revenue of $1,317,274.66 is included in the $1,664,914.66 in account 4210 (Ex. 3/3/1).  The 
remainder of the account is pole rental fees. 
 
The revenue is based on a depreciation charge and cost of capital charge: 
 

Cost of Capital 
   Building Cost 
 

$23,500,000 
 

     Per 2012 OEB Cost of Capital Parameters 
 Effective May 1, 

2012 
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Rate Debt/Eq Return 

 
 

2.08% 4.0% 0.08% 
 

 
4.41% 56.0% 2.47% 

 
 

9.12% 40.0% 3.65% 
 

  
100.0% 6.20% 

 
 

Tax Rate 
 

26.50% 
 

 
Cost of Capital 

 
8.44% 

 
     
 

8.44% Cost of Capital   

 

 $  
23,500,000.00  NBV 

 
  

 
 $    1,982,568.71  cost of capital to be allocated 

     
     Depreciation 
Charge 

   
     Building Cost 

 
$23,500,000 

 Useful life 
 

50 
 Annual Depreciation Charge $470,000 
 

     
     Total to be charged to PUC Services 

  
Cost of Capital 

 

 $  
1,982,568.71  

 Depreciation 
Charge 

 
$470,000 

 
   

$2,452,569 
     

    
  

Less PUC Distribution portion @ 46.29% 
$2,452,569 – ($2,452,569 x 46.29%) = $1,317,275.66 
 
Building operating expenses incurred by PUC Services are shared by PUC Distribution, 
PUC Services and the Water Commission as detailed on Exhibit 4 Tab 2 Schedule 4, 
page 4 of 10:+ 
 PUC 

Distribution 
Water Utility PUC Services 

2012* 45.71% 37.88% 16.41% 
2013** 46.29% 37.88% 15.83% 
*as shown in rate application 
** correction for 2013 
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d) PUC has filed with the interrogatory responses a detailed schematic of the new building as 
PUC Distribution_IRR_New Integrated Facility floor plans_20130404.pdf 
 
e) Please refer to the report to Council included in the COS application as well as Appendix M for 
Board and Shareholder resolutions and reports approving the new building. 
 
f) Please refer to the report to Council included in the COS application as well as Appendix M for 
Board and Shareholder resolutions and reports approving the new building. 
 
g) Building and equipment included in tender 

Truck lifts, dock lift, jib crane, storage racks, pallet racking, lockers, overhead bridge 
crane, and $500,146 
Furniture– purchased by PUC Services 

 
h) PUC has included the tender call below: 
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i)  PUC has included as part of the interrogatory responses reports dealing with accidents due to 
strains from awkward working positions filed as Appendix E Injury-incident Report. 
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j) No allowance for “in-house fleet repairs” was included in the new building cost evaluation.   
 
k) Appendix J for ongoing problem related to vehicle fumes in the offices and service 

garage identified by the Joint Health & Safety Committee (JHSC).  This issue was 
resolved at the JHSC level by acknowledgement that the issue would be corrected 
through renovations to the Service Centre, which were expected to take place in the 
very near future (i.e. at that time).   

 
l) The cost of the Trbovich building renovation was $263,336 which is not fully depreciated. 
 
m) The report to Council was prepared in September 2011.  At that time the forecast for staffing 
additions in Engineering were as follows:   
 

• Engineering Technician, Electric  -  3 positions 
• Engineering Technician, Water  -  1 position 
• GIS/Records Technician   -  1 position 

 
n) Please refer to Energy Probe IR 2-EP-8 part (f). 
  
o) Please refer to Energy Probe IR 2-EP-8 part (f). 
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Exhibit 2 - Issue #9 - Green Energy Act Plan  
 
Board Staff – IR 2-Staff-15 
   
Ref: Exh 2-3-5, Page 5 
Ref:  Filing Requirements – Distribution System Plans – Filing Under Deemed Conditions of 
Licence EB-2009-0397, May 17, 2012 
 
PUC indicates that it does not meet the threshold for a detailed plan in that its expenditures do 
not exceed 3% of the rate base. 
 

a) Please provide the calculation for the threshold as required by Reference 1, section 2.3 
based on planned capital costs related to connection facilities for renewable generation 
or the development of a smart grid within the next year or five years and confirm that 
PUC’s planned capital costs do not exceed the threshold value for providing a detailed 
GEA Plan, in either one year or over five years. 

 
b)  Reference 2, section 4.1.1 calls for a five year horizon for the Basic GEA Plan. PUC has 

provided exhibit 2 on page 5 which provides FIT projects through 2011. Please provide 
an update of this schedule and of information or discussion (as indicated in section 
4.1.1) about the outlook for the five year period of the plan. 

 
c)  In accordance with Reference 1, section 4.1.1, please provide a summary of the Capital 

and OM&A expenditures that PUC expects to incur. 
 

d) In accordance with Reference 2, sec 4.2.1, page 14, 3rd bullet, please identify any 
expenditures included in approved capital plans, funded through current rates (including 
any funding adders), or tracked in deferral accounts. For example, at E2/T3/S5/page 10 
line 2, PUC indicates it has already invested in certain initiatives. 
 

e) In accordance with Reference 2, 4.2.2.2 page 16, first bullet, please indicate the method 
and criteria that will be used to prioritize expenditures in accordance with the planned 
development of the system if any updates are provided under parts b), c) and d) above. 

 
f) Reference 2, section 4.4 indicates (p20) that “At the present time smart grid 

development activities and expenditures should be limited to smart grid 
demonstration projects, smart grid studies and planning exercises, and smart grid 
employee education and training.” Please indicate if PUC considers that any the 
defined smart grid activities, and if so, why? 
 

PUC Response 
a) There are no confirmed renewable energy generators seeking to connect to PUC’s 

distribution system in the near future (i.e. 2013).  Furthermore, OPA has identified 
there is no FIT-related capacity in the Sault Ste. Marie area due to transmission 
constraints.  Therefore it is unlikely there will be any demand for FIT projects to 
connect to PUC’s system in the foreseeable future.  However, there are no 
restrictions related to miroFIT applications, and PUC continues to connect microFIT 
projects as they materialize.  
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PUC does not propose to carry out any capital works over the 2012 - 2017 time 
frame that are in response to any potential renewable energy project, FIT related or 
otherwise.   

b) An updated summary of FIT has been included as Appendix D -FIT Application 
Summary. As noted in (a) above there are no FIT related projects on the horizon 
that require expansion or upgrades to the system. 

c) As noted in (a) above there are no FIT related projects on the horizon that require 
expansion or upgrades to the system or OM&A expense. 

d) Please note the opening sentence of the subject reference, as follows:  “In order to 
successfully implement the connection of large scale distributed generation projects 
to its grid, PUC has already invested….”.   

PUC points out that, while it is true that PUC has already made investments that will 
facilitate additional renewables connections or facilitate smart grid development, all 
of the work already done and identified by the consultant was either paid for by the 
generators or done to address other issues not related to connection of generators 
or development of a smart grid.  Furthermore, all items identified by the consultant 
as future work, are required to address infrastructure end-of-life issues. 

e) PUC notes there are no extensions or upgrades to the system proposed within the 
2012 – 2017 time frame required to connect additional renewable generators or to 
advance development of a smart grid.  

f) Please see response (e) above. 

 
 
Board Staff – IR 2-Staff-16 
 
Ref:  Exh 2-3-5, Pages 8-9 
 

a) On page 9 of the above reference, it shows that there are 4 preliminary inquiry 
situations for which there is no feeder available. Please indicate how PUC would 
accommodate these in the event these inquiries were to proceed. 
 

b)  On page 8 of the above reference, there is a reference at lines 11-14 to two 
transformer stations with 60 MW solar power plants already connected. Please identify 
which transformer stations these are. 

 
PUC Response 
 

a) As noted above in response to question “Board Staff – IR 2-Staff-15”, there are no 
confirmed renewable energy generators seeking to connect to PUC’s distribution 
system in the near future (i.e. 2013).  Furthermore, OPA has identified there is no 
FIT-related capacity in the Sault Ste. Marie area due to transmission constraints.  
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Therefore it is unlikely there will be any demand for FIT projects to connect to PUC’s 
system in the foreseeable future.  However, there are no restrictions related to 
miroFIT applications, and PUC continues to connect microFIT projects as they 
materialize.  

PUC does not propose to carry out any capital works over the 2012 - 2017 time 
frame that are in response to any potential renewable energy project, FIT related or 
otherwise.   

b) The two transformer stations noted are the St. Mary’s Transformer Station (TS1) and 
the Tarentorous Transformer Station (TS2).   

 
VECC– IR 2-Staff-13 
 
Reference:  Exhibit 2, Tab 3, Schedule 5, pg. 11. 

 
a)  The GEA plan notes that at part of the SCADA “will need to be replaced soon in view of 

the high penetration rates of distributed generation.” What portion of the SCADA capital 
costs in 2013 of $266,389 are being allocated to the benefit of the provincial 
ratepayers? 

 
PUC Response  
 
a) The SCADA master station and alternate master station (hardware and software) are being 
replaced due to the fact they are now over 13 years old and are at end of useful life.  They are 
being replaced to ensure security and reliability of the electricity supply to PUC Distribution 
customers, and not to accommodate connection of renewable generators.  Accordingly none of 
the 2013 capital costs are allocated to provincial ratepayers. 
 
 
 
VECC– IR 2-VECC-14 
 
Reference:  Exhibit 2, Tab 2, Schedule 5. 

 
a)  What are the capital and OM&A costs (separate) of the GEA plan for 2012 through 
2017? What is the proposal for allocation of these costs to PUC and the provincial 
ratepayers (IESO)? 

 
PUC Response  

a)  As noted above in response to question “Board Staff – IR 2-Staff-15”, there are no 
confirmed renewable energy generators seeking to connect to PUC’s distribution 
system in the near future (i.e. 2013).  Furthermore, OPA has identified there is no 
FIT-related capacity in the Sault Ste. Marie area due to transmission constraints.  
Therefore it is unlikely there will be any demand for FIT projects to connect to PUC’s 
system in the foreseeable future.  However, there are no restrictions related to 
miroFIT applications, and PUC continues to connect microFIT projects as they 
materialize.  
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PUC does not propose to carry out any capital works over the 2012 - 2017 time 
frame that are in response to any potential renewable energy project, FIT related or 
otherwise.  As such, there are no GEA related Capital or OM&A costs proposed for 
2012 through 2017. 
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Exhibit 2 - Issue #10  - 2008 Board Approved Capital Projects vs. 2008 Actual  
 
VECC – IR 2-VECC-3 
 

Reference:  Exhibit 2, Tab 1, Schedule 2, pg. 1 
 

a) Table 2-1 shows that PUC underspent on Fixed Assets by approximately 820k 
as compared to 2008 Board approved. Please provide a listing (and their 
forecast cost) of the deferred or eliminated 2008 capital projects. If a project 
was later completed please indicate when it went into service. 
 

 
PUC Response 
 
The 2008 Board approved capital expenditures was $4.9 million. PUC’s actual capital 
spending in 2008 was $4,325,753. Therefore, the actual under spending in 2008 was 
$574,247. In Table 2-1 - Summary of Rate Base the 2008 Actual amount is the average 
between 2007 and 2008 gross fixed assets. This amount is used in the rate base 
calculation and resulted in the 820K difference referenced above. PUC has provided 
below a table identifying the 2008 Board Approved Capital Projects vs. the 2008 Actual 
Capital projects.  
 
In 2008 PUC’s actual demand for new services was higher than originally budgeted in 
the 2008 test year. When demand for new service is higher than budgeted other capital 
project are adjusted as required. If a project is on-going it is deferred to subsequent 
years.   
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Exhibit 2 - Issue #11  - Starwood  
 
VECC – IR 2-VECC-6 
 
Reference:  Exhibit 2, Tab 2, Schedule 6, pg. 5/ Schedule 7, pg. 10 

 
a)  Please explain why the extension to Starwood plant was built underground? What 

was the incremental cost in comparison to above ground plant? 
 

b)  What, if any, amount of capital contribution was associated with this project? 

 
PUC Response 
 
a) & b) The capital contribution for the Starwood project was 100%. There were no incremental 

capital costs to build the extension whether underground or above ground.  



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 124 of 247 

 
 

Exhibit 2 - Issue #12  - Sub-station 10 
 
VECC – IR 2-VECC-7 
 

 

Reference:  Exhibit 2, Tab 2, Schedule 3, pg. 15. 
 

a)  Please provide an update/status of the Reconstruction of Sub-station 10 including 
any changes in the final costs and the expected in-service date. 

 
PUC Response 
 
Reconstruction of Sub 10 is in progress and is expected to be in service before end of 2013. 
Revised estimated total cost is now $3.23 million. 
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Exhibit 2 - Issue #13  - Capital 
 
VECC – IR 2-VECC-8 
 
Reference:  Exhibit 2, Tab 2. 

 
a)  Please provide the total capital contributions for the years 2008 through 2013 

in CGAAP format and for 2012 and 2013 in MIFRS format.  
b)  Please provide a table showing the capital expenditures in 2008 through 2013 

(forecast) for new services and show the associated capital contributions 
(again in CGAAP and MIFRS formats). 

 
c)  Please update the 2012 expenditures for year-end actuals (estimates if necessary). 

 
d)  Please provide any updates to the 2013 capital budget forecast due to changes in 

2012. 
 
 

PUC Response 
 
a)  PUC has provided the table below for capital contributions from 2008 through 2013. PUC is 

requesting the application be approved by the Board under CGAAP with the change in 
useful lives and capitalization policies in 2012 under CGAAP. The columns in the table 
below labeled MIFRS (as originally filed) reflects the change in capitalization policies and 
estimated useful lives. The CGAAP column (as originally filed) reflects no change in the 
capitalization of overheads and estimated useful lives.  

 
 2008 2009 2010 2011 2012 

MIFRS 
2012  
CGAAP 

2013 
MIFRS 

2013 
CGAAP 

         
Capital 
Contributions 

698,303 465,665 1,400,823 5,648,830 973,429 1,064,496 965,395 1,054,144 

         
 
 
b) PUC has provided below an estimate of the associated capital contributions related to new 

services. 
 

 2008 2009 2010 2011 2012 
MIFRS 

2012  
CGAAP 

2013 
MIFRS 

2013 
CGAAP 

         
New 
Services 

1,740,473 1,983,303 2,398,288 6,246311 2,656,516 2,905,041 2,049,861 2,238,305 

Capital 
Contributions  

646,274 340,197 1,247,991 4,914,817 876,086 958,856 868,856 948,730 

 
c) The unaudited 2012 capital expenditures are $30,242,626. This amount includes contributed 

capital of approximately $835,000. 
 
d) PUC does not have any updates to the total amounts in the 2013 capital budget forecast 

due to changes in 2012. The capital spending is projected to be at the same level in 2013 
although individual projects amount may require adjustment based on the progress of on-
going projects in 2012. 
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VECC – IR 2-VECC-9 
 
Reference:  Exhibit 2, Tab 2, Schedule 7 

 
a) Please modify Appendix 2-A to show 2012 and 2013 in CGAAP and to include the 2008 

Board approved capital budget.  Please update the life Excel spreadsheet for the same 
information. 

 
 
PUC Response 
 

a) PUC has decided to stay on CGAAP and defer implementation of IFRS. Although not 
electing to implement IFRS for reporting purposes, PUC will adopt the extended useful 
lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the 
application for the bridge and test year under MIFRS. 
 
The only changes PUC made to file under MIFRS for the bridge and test year were the 
change in asset useful lives, capitalization of overheads, and a 1575 deferred PP&E 
account. 
 
Since the changes in the estimated useful lives and capitalization of overheads can be 
made under CGAAP, the only change PUC is proposing is the removal of the request for 
a 1575 deferred PP&E account to have the application filed under CGAAP.  
 
Therefore, Appendix 2-A would not be modified to for the bridge and test year to be under 
CGAAP. The changes requested under MIFRS can be made under CGAAP.  
Refer to VECC – IR 2-VECC-3, Exhibit 2 - Issue #10 - 2008 Board Approved Capital 
Projects vs. 2008 Actual for the 2008 Board Approved Capital Projects.  

 
 
 
VECC – IR 2-VECC-15 
 
Reference:  Exhibit 2, Tab 4, Schedule 1 

 
a)  Does PUC monthly or bi-monthly bill its customers? 

 
PUC Response 
 

a) PUC bills its customers monthly. 
 
 
Energy Probe – IR 2-EP-10 
 
Ref:  Exhibit 2, Tab 4, Schedule 1 
 

a)  Does PUC bill all rate classes on a monthly basis?  If not, please indicate which rate 
classes are billed monthly, bi monthly or some other frequency. 
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b) Has PUC changed the billing frequency for any rate class since its 2008 cost of service   
filing?  If yes, please provide details. 

 
 
PUC Response 
 

a) PUC bills all rate classes on a monthly basis. 
 

b) PUC has not changed the billing frequency for any rate classes since its 2008 cost of 
service rate filing.  

 
 
 
Energy Probe – IR 2-EP-7 
 
Ref:  Exhibit 2, Tab 2, Schedule 7 
 

a. Please provide an updated Appendix 2-A Capital Projects Table that reflects actual 
capital expenditures placed into service by the end of 2012.  Please provide the 2012 column 
based on CGAAP and not MIFRS.  If actual data is not yet available for all of 2012, please 
use the most recent actual data available, along with an estimate of what was closed to rate 
base by the end of 2012. 

 
b. Please confirm that the new service centre was completed and being used by the end of 
2012. 

 
PUC Response 
 
 
a. At this time PUC does not have the 2012 actual capital expenditures available by capital 

projects as shown in Appendix 2-A. 
 

b.  Occupancy of the new building commenced on December 21, 2012 and continued in 
stages until March 22, 2013 when it was fully occupied. The building landscaping and 
parking will be completed in the spring of 2013. 
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Exhibit 2 - Issue #14  - Asset Management Plan 
 
VECC – IR 2-VECC-11 
 
Reference:  Exhibit 2, Tab 3, Schedule 1- Asset Management Plan pg. 75- 
78. 

 
a)  There appears to be considerable differences as between the capital budget for 

2013 and the suggested investments shown in section 5 of the Asset 
Management Plan. Please reconcile the two and explain why PUC is proposing 
to under or over spend (as the case may be) from what is suggested in the Asset 
Plan. 

 
b)  Please provide PUC’s Asset Management Plan capital expenditure forecast for 

2014 through 2017. 
 
PUC Response 
 

a) The Asset Management Plan (AMP) identifies Capex for distribution system renewal only.  
Proposed Capex for 2013 from Table 2-19 “2007 to 2013 Test Year Capital Projects” 
related to infrastructure renewal only is $7.011 million.  Table 5.6 of the AMP indicates a 
target Capex of $7.896 million.  PUC is working to grow the Capex for system renewal up 
to the levels indicated in the Asset Management Plan.  

b) Refer to Table 5.6 of the AMP indicated below.  System renewal Capex for 2017 is 
forecasted at approximately $8.2 million.  

 
 
 
 
Energy Probe – IR 2-EP-9 
 
Ref:  Exhibit 2, Tab 3, Schedule 1 
 
a) Has any adjustment been made to the figures in Exhibits 15 and/or 16 to take into account 
OPA mandated CDM programs and/or the kWh and kW targets set for PUC by the OEB?  If not, 
why not?  If yes, please show the forecasts from the regression equation and these subsequent 
reductions separately. 
 
PUC Response 
 

a) Exhibit 15 and 16 of the Asset Management Plan forecasts the kWh and kW based on 
historical usage. The purpose of the forecast is to determine if the peak demand or electric 
energy consumption during any month over the next four years is expected to exceed historical 
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amounts. This was used to determine if capacity upgrades are required as part of the asset 
management plan. The forecast and regression analysis in the Asset Management Plan was not 
used as part of rate design.  

PUC included a detailed forecast of kWh and kWs taking into consideration the impact of CDM 
programs in Exhibit 3, Tab 2, Schedule 1. The forecast in Exhibit 3 is used in the application and 
rate design.  
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Exhibit 2 - Issue #15  - Continuity Statements 
 
Energy Probe – IR 2-EP-5 
 
Ref:  Exhibit 2, Tab 2, Schedule 4 
 

a) Please confirm that the approved revenue requirement from the 2008 cost of service 
application included depreciation expense calculated using the half year rule for additions 
in the year.  If this cannot be confirmed, please explain how the depreciation expense 
was calculated. 

 
b) Is PUC concerned that it will have to produce two sets of continuity statements on a going 

forward basis because of the difference between the depreciation methodology used for 
regulatory purposes (half-year) versus financial account (full year)? 
 

c) What would be the impact on the revenue requirement in 2013 if PUC used the full year 
methodology for 2013?  Please show the estimated impacts form the change in the 
depreciation expense, the change in PILs and the change in rate base. 

 
PUC Response 
 

a) PUC confirms the approved revenue requirement from the 2008 cost of service rate 
application included depreciation expense using the half year rule.  
 

b) PUC is not concerned with accounting for depreciation methodology used for regulatory 
purposes vs. financial accounting.  

 
c) As per the OEB guidelines, LDCs are required to use the half-year rule when accounting 

for amortization expense. PUC has not calculated or prepared the continuity schedules, 
revenue requirement, depreciation expense and PILs using the full year methodology and 
does not have the information readily available.   

 
 
 
Energy Probe – IR 2-EP-6 
 
Ref:  Exhibit 2, Tab 2, Schedule 4 

a) Please provide revised Tables 2-13 and 2-15 that reflect actual data for 2012.  If actual 
capital expenditures for all of 2012 are not yet available, please update the tables to 
reflect the most recent actual data available, along with the current estimate for the 
remaining months in 2012. 
 

b) Please confirm that given the transition to MIFRS will not take place until 2014, that the 
2013 test year rate base should reflect the average of the closing balance in 2012 under 
CGAAP (Table 2-13) and a revised version of Table 2-16 which reflects 2013 data based 
on the proposed capitalization and deprecation changes. 

 
c) Please provide a revised Table 2-16 that shows the opening balance as being from Table 

2-13 for 2012 under CGAAP. 
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d) Please show where smart meters have been added into the net book value in the 
continuity schedules. 

 
e) Please show where stranded meters have been removed from the net book value in the 

continuity schedules. 
 

PUC Response 
 

a) In the original application Table 2-13 is the Bridge year without the change in capitalized 
overhead and estimated useful lives. Table 2-15 is the Bridge year with the change in 
estimated useful lives and capitalization of overhead as originally filed under IFRS.  
PUC has deferred implementation of IFRS and is requesting the Board to approve the 
rate application under GGAAP with the change in estimated useful lives and capitalization 
of overheads in 2012. PUC has provided a revised Table 2-15 with 2012 unaudited 
actuals that reflect the change to useful lives and capitalization of overheads.  
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Table 2-15 Revised with 2012 actual unaudited additions  
 

 
 

b) PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS. 
Although not electing to implement IFRS for reporting purposes, PUC will adopt the 
extended useful lives and overhead capitalization components of IAS 16 in 2012 as 
originally filed in the application for the bridge and test year.  
 
The only changes PUC made to file under MIFRS for the bridge and test year were the 
change in useful lives, capitalization of overheads, and a 1575 deferred PP&E account. 
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Since the changes in the estimated useful lives and capitalization of overheads can be 
made under CGAAP, the only change PUC is proposing is the removal of the request for 
a 1575 deferred PP&E account. The impacts of the changes in the useful lives and 
overhead capitalization policies effective January 1 2012 will be recorded in account 1576 
– Accounting changes under CGAAP. 

 
Therefore, PUC does not confirm that the rate base should reflect the average of the 
closing balance in 2012 under CGAAP (Table 2-13) and a revised version of Table 2-16 
which reflects 2013 data based on the proposed capitalization and deprecation changes. 
 

c) PUC originally filed Table 2-16 in the application as IFRS with the changes in useful lives 
and overhead capitalization. Since PUC is electing to defer IFRS implementation, the 
change in useful lives and capitalization of overheads will be adopted as an accounting 
change under CGAAP in 2012.  
 

d) In Table 2-15 smart meters are added on the line 1860 “smart meters” for $5,913,667 and 
accumulated depreciation of $1,214,530; line 1920 “computer hardware smart meters” for 
$11,760 and accumulated depreciation $5,232; line 1925 “computer software smart 
meters” for $492,267 and accumulated depreciation $256,817. 
 

e) In Table 2-16 stranded meters are removed on line 1860 ”meters” for $4,437,111 and 
accumulated depreciation of $3,087,554. 
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Exhibit 2 - Issue #16  - Cost of Power Calculation 
 
Energy Probe – IR 2-EP-11 
 
Ref:  Exhibit 2, Tab 4, Schedule 1 
 

a)  Please show the derivation of the rates used in Table 2-25 for RPP customers ($0.07565) 
and non-RPP customers ($0.07191). 

 
b)  How has PUC forecasted the RPP and non-RPP volumes shown in Table 2-25? 

 
PUC Response 
 

a) In Table 2-25 the derivation of the rates used for the RPP and non-RPP customers is 
from the Regulated Price Plan Report issued by the OEB on October 17, 2011.  
 
For the RPP customers an excerpt from the report is included below showing the 
calculation of the $0.07565. 

 

 
 
 

For the non-RPP customers the rate used is the $31.83 per MWh for the Forecast Wholesale 
Electricity Price plus $40.08 per MWh for the Impact of the Global Adjustment resulting in  
$71.91 per MWh or $0.07191 per kWh. 
 
In Exhibit 2, Tab, 4 Schedule 2, page 1, PUC states that it will update the electricity prices used 
in the cost of power calculation should the OEB publish a revised Regulated Price Plan Report 
prior to a Decision. On October 17, 2012 the OEB issued an updated Regulated Price Plan 
Report for November 1, 2012 to October 31, 2013. PUC proposes to adjust the cost of power 
calculation for the updated RPP amounts and to include in the revised revenue requirement work 
form as requested in Board Staff - IR 1-Staff-2. 
 
The Regulated Price Plan Report issued October 17, 2012 is as follows: 
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Therefore, the RPP rate to be used in the revised cost of power calculation is $0.07932 per kWh  
for RPP customers and $0.08001 per kWh for Non-RPP customers ( Forecast Wholesale 
Electricity Price $20.65 plus the Impact of Global Adjustment $59.36).  
 
In the revised cost of power calculation PUC included the change in the forecast 2013 test year 
kWh’s as stated in Exhibit 3 for the changes in the CDM adjustment. Also, PUC revised the cost 
of power calculation for the Decision issued by the OEB on Mach 21, 2013, EB-2013-0067 for 
revised wholesale market service charges and rural rate charges.  
 
PUC has included below a revised cost of power calculation. 
 
The cost of power amount with the revised rates is $67,087,680 vs. $63,539,559 as originally 
filed in the application. 
 
b) PUC forecast RPP and Non-RPP volumes on Table 2-25 based on historical percentages.  
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EXHIBIT 3 – OPERATING REVENUE 
 
Summary of PUC’s Proposal on Load Forecast and CDM Savings as a result of the 
interrogatories 
 
In the application PUC applied for a 9,249,000 kWh manual adjustment in the 2013 test year to 
reflect CDM savings. The 9,249,000 kWh CDM savings was based on the Electricity 
Conservation and Demand Targets Board file number EB-2010-0216 issued June 22, 2012. 
PUC’s 2011-2014 net cumulative energy savings target is 30.83 GWh. Based on the CDM 
schedule from the OPA in 2013 the target conservation is 30% of the cumulative energy savings 
target. Therefore, PUC applied 30% of the 30.83 GWh (9,249,000 kWh) as CDM savings in the 
2013 test year in the application. 
 
Upon review of the IR’s, PUC has proposed changes to the CDM savings requested in the 2013 
test year. PUC proposes the CDM adjustment be updated to include the 2011 actual CDM 
results. PUC has revised the CDM savings to take into consideration the 2011 results and their 
persistence and then assumed equal increments for 2012, 2013 and 2014 to achieved PUC’s 
CDM target of 30.83GWh.  
  
PUC completed the following table and is included in response to Board Staff IR-3-Staff-24. The 
table includes the 2011 actual results and their persistence in equal increments for 2012, 2013, 
and 2014. 
 

 
 
Based on the above table PUC proposes its CDM preliminary adjustment should be 9,399,059 
for the 2013 test year. PUC also recognizes the 2011 purchased energy used in the regression 
analysis is the actual data and already reflects the impact of the CDM programs implemented in 
2011 essentially “double counting”. This issue is addressed below in interrogatory IR 3-VECC-19. 
 
PUC is proposing the CDM adjustment for the 2013 test year should be further reduced by the 
2011 results since the regression analysis includes 2011 actual purchases. The CDM adjustment 
should be further reduced by the 2011 results of 2,744,164 kWhs resulting in 6,654,896 CDM 
adjustment in the 2013 test year (9,399,059-2,744,164).  
 
Therefore, the manual adjustment to the 2013 test year kWh forecast purchases is proposed as 
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the net CDM savings of 6,654,894 (as above) X PUC proposed loss factor of 1.0489% for a total 
of 6,980,320 kWh. 
 
PUC has included below a revised Table 3-24-Summary of Load Forecast reflecting the 
6,980,320 kWh CDM savings reduction. The revised load forecast has been used in the 
interrogatory responses including the RRWF and Bill Impacts. Board Staff IR1-Staff-2 lists all 
proposed adjustments by PUC as a result of the interrogatories.  
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Exhibit 3 - Issue #1  - Load Forecast  
 
Board Staff – IR 3-Staff-17 
 
Ref:  Exh 3-2-1 
Ref:  Exh 2-3-1 
In Exhibit 2/Tab 3/Schedule 1, PUC has included a report (the “Metsco Load Forecast Report”) 
by an external consultant Metsco Energy Solution entitled “Load Forecast Report for Asset 
Management Plan 2013-2016” and dated August 2012.  Board staff interprets that the purpose 
of the Metsco Load Forecast Report is to assess whether there would be any changes in PUC’s 
expected consumption or peak demand over the time horizon of the Asset Management Plan 
that would indicate any capacity constraints in PUC’s system which would suggest investments 
to increase the existing and forecasted capital investments to handle the new demand. 
 
PUC has also provided its own load forecast in Exhibit 3/Tab 2/Schedule 1. 
 

a)   Please confirm or correct Board staff’s understanding of the Metsco Load 
Forecast Report. 

b)   Why would the load forecast prepared for the Metsco Load Forecast Report not 
also be suitable for the 2013 test year forecast in terms of number of customers 
and connections, consumption (kWh), and demand (kW)? 

c)   Please provide a comparison of the regression based approaches in the Metsco 
Load Forecast Report and Exhibit 3/Tab 2/Schedule 1. The comparison should 
include the following: 
i. Regression results, including overall regression statistics (F-statistic, R2, 
adjusted R2, Durbin-Watson, etc.) 

 ii. Variables (including definitions), estimated coefficients and t-statistics; 
 iii. Estimated annual results for all years from 2003 to 2013 test year; and  
 iv. Mean Absolute Percentage Error of the residuals for the regression 
period. 

 
PUC Response 
 

a) PUC confirms the Board Staff’s understanding of the Metsco Load Forecast Report.  
 

b)  The methodology used in PUC’s regression analysis in Exhibit 3 has been approved by 
the OEB in prior rate applications for the use of forecast billing determinants for rate 
setting purposes. The Metsco load forecast was prepared with the primary objective of 
determining capacity upgrade requirements for the existing transformer stations and 
distribution stations.  

 
Although the methodology is similar between the Metsco weather normalization and the 
weather normalization in Exhibit 3, there are differences in the methodology that cause 
variances in the test year predicted kWh’s. 
 

The differences are as follows: 
 

• PUC incorporated a CDM adjustment as per the OEB guidelines. The total 
adjustment in the original application for the 2013 test year was 9,249,000 kWhs. 
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• PUC used 9 historical years of data and Metsco used 7 years of historical data. 

 
• PUC used the kWhs from the IESO controlled gird and from embedded 

generators. There may be some slight differences in the kWh’s that Metsco used 
with the embedded generators.  

 
• PUC used Heating Degree Days, Cooling Degree Days, Number of days in the 

month, and the Spring Fall Flag. In addition to those variables Metsco used the 
Ontario GDP and the Stock Market Index. PUC originally performed the 
regression analysis using the Ontario GDP, Number of Peak Hours, and Number 
of Customers, but those variables were removed since the t-stat absolute value 
was not higher than 2 and was determined to not be statistically significant. 

 
• Overall PUC’s regression analysis has an RSquare of 98% and Metsco has an 

Rsquare of 95.5%. 
 

c) PUC has provided below a comparison of the regression analysis statistics based on the 
information available by Metsco and the weather normalization prepared in Exhibit 3. 
PUC submits that the load forecast for the 2013 test year is not materially different 
between the Metsco report and Exhibit 3. The resulting variance between the reports 
when the CDM adjustment is not included is 0.08%  
 
 Exhibit 3 Metsco Report 
Regression Results    
     R Square Factor  98% 95.5% 
     Adjusted R Square 98% 95.3% 
     F Test 1305.86 565.06 
T-Stat by Coefficient   
     Intercept -1.33  
     Constant  64.10 
     Heating Degree Days 56.12 39.60 
     Cooling Degree Days 7.09  
     Number of Days in the Month 8.71  
     Time Trend  -1.95 
     Seasonal Flag -6.79 7.84 
Durbin-watson – not available in 
models used 

  

Metsco report did not provide 
estimated annual results for 2003 to 
2012 

  

   
Predicted Purchases 2013 kWh 732,116,477 741,913,156 
   
CDM Adjustment 9,249,000  
Total without CDM 741,365,477 741,913,156 
   
Difference (kWh) 547,679  
   
Percentage difference in 2013 0.08%  
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Board Staff – IR 3-Staff-18 
 
Ref: Exh 3-2-1, Page 3 
 
In Table 3-3, PUC provides a summary of Load and Customer/Connection Forecast. Please 
provide Table 3-3 again but exclude any CDM adjustments from the Billed (kWh) column for 
2012 and 2013 and recalculate the Growth (kWh) and Percent Change for 2012 and 2013. 
 
PUC Response 
 
PUC has revised Table 3-3 below to exclude any CDM adjustments for the Billed (kWh) for 2012 
and 2013 and recalculated the growth and percentage change for 2012 and 2013. 
 

 
 
 
 
Board Staff – IR 3-Staff-19 
 
Ref: Exh 3-2-1, Page 3 
PUC documents that it has used a multivariate regression model to estimate purchased system 
kWh based on the following exogenous variables: 

• Constant 
• Heating Degree Days (“HDD”) as measured at Sault Ste Marie Station 
• Cooling Degree Days (“CDD”) as measured at Sault Ste Marie Station 
• Number of Days in the Month; and 
• Spring/Fall Binary Flag. 

 
a) What other variables were tried to account for market size or for economic activity in 

PUC’s service territory?  If other variables were tried, what were the results and why 
were they omitted from the preferred model? 
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b)  Did PUC try any variables to account for CDM impacts in the regression period? 
i. If yes, please identify the variable(s) tried, the data and data source, the results, and   
why such variables were omitted from the proposed model. 
ii.  If no CDM variables were tried, please explain why not. 

 
 
PUC Response 
 

a) The other variables PUC tried were the number of peak hours, number of customers and 
Ontario Real GDP. These variables were omitted from the regression analysis as they did 
not have a t-stat value above the absolute value of 2. Therefore, the variables were not 
statistically significant to the analysis.  
 

b) To account for the CDM impact PUC applied a savings of 9,249,000 kWh to the 2013 test 
year. The CDM savings were based on the Electricity Conservation and Demand 
Management Targets Board file number EB-2010-0216 issued June 22, 2012. PUC’s 
2011-2014 net cumulative energy savings target is 30.83 GWh. Based on the CDM 
schedule from the OPA in 2013 the target conservation is 30% of the cumulative energy 
savings target. Therefore, PUC applied 30% of the 30.83 GWh as CDM savings in the 
2013 test year. PUC did not use any other CDM variables. It is PUC’s understanding the 
CDM variables have caused concerns in other rate applications and therefore it was not 
included in the analysis. 
 
 

Board Staff – IR 3-Staff-20 
 
Ref:  Exh 3-2-1 
Based on the data contained on sheet “Purchased Power Model” of “PUC Distribution _2012 
_COS_Application_Weather_Normalization Regression Model_20121106.xls”, Board staff has 
prepared the following graph showing the actual and predicted results from PUC purchased 
system load forecast model. 
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Please confirm or correct this graph. 
 
PUC Response 
 
PUC has reviewed the graph and to the best of its knowledge it appears to be materially correct.  
 
 
Board Staff – IR 3-Staff-21 
 
Ref: Exh 3-2-1, Page 5 
In Table 3-5, PUC provides a summary of annual kWh usage per customer/connection by rate 
class. 

a) For the Residential, GS < 50 kW, and GS >50kW classes, the annual usage in 2011 
increased by 5.5%, 10.6%, and 7.5% respectively.  Please explain the reason(s) for 
these increases. 
 

b) For the USL class, the annual usage in 2011 dropped by 12.0%; however in 2008 and 
2009 the annual usage were increased by 20.5% and 25.6% respectively. Please 
explain the cause(s) of the fluctuation. 

 
PUC Response 
 

a) In 2010 the energy consumption was unusually low due to weather conditions. In 2011 
the increase in consumption is consistent with the increase in energy purchases and 
“normal” weather conditions. 
 

b) Overall, the USL rate class has an average of 21 customers from 2003 to the test year. 
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Due to there being a relatively small number of customers in the USL rate class the addition or 
removal of customers may cause significant fluctuations depending on a particular customers’ 
consumption. 
In 2011, PUC had an additional 3 USL customers. Compared to 2010 the additional 3 customers 
in 2011 had consumption below the average per customer usage resulting in a decrease growth 
rate per customer of 12%. 
In 2008 and 2009 PUC had a decrease of 5 USL customers but the average consumption 
decrease was not consistent resulting in an increase in the growth rate per customer. 
Furthermore, if the USL customer was removed near the end of the year the consumption would 
still be included in the annual comparisons.  

 
 
Board Staff – IR 3-Staff-22 
 
Ref: Exh 3-2-1, Page 13-15 
On page 15 of the above reference, PUC states that the resulting geometric mean was 
applied to the customer/connection numbers to determine the forecast of 
customer/connections in 2012 and 2013. 
 
Please provide any material (e.g. number of building permits requested, Town population 
forecast) supporting the proposed 2013 customer/connection forecasts. 
 
PUC Response 
 
Based on the actual 2003 to 2011 customer counts, PUC applied a geometric mean of 
1.0025 to residential customers; 1.0052 to GS<50 customers; 0.9951 to GS> 50 
customers; 1.0591 to USL customers; 0.9817 to Sentinel Lights customers and 1.0033 to 
Street Light customers. The geometric mean indicates a service area with little growth 
which is the case in the City of Sault Ste. Marie. PUC is not aware of any significant 
residential developments or new industries.  
 
PUC has provided below historical population and information from census Canada for the 
City of Sault Ste. Marie. 
 
 

Canada census – Sault Ste. Marie, Ontario Community Profile 
 
 

 

 
  2011 2006 2001 

 

   Population: 
Land area: 
Population density: 
Median age: 
Total private dwellings: 
Mean household income: 

75,141 (0.3% from 2006) 
223.26 km2 (86.20 sq mi) 
336.6 /km2 (872 /sq mi) 
 
33,901 

74,948 (0.5% from 2001) 
221.71 km2 (85.60 sq mi) 
338.0 /km2 (875 /sq mi) 
43.9 (M: 42.9, F: 44.7) 
33,378 
$49,590 

74,566 (-6.9% from 1996) 
223.45 km2 (86.27 sq mi) 
333.7 /km2 (864 /sq mi) 
41.0 (M: 40.2, F: 41.8) 
32,822 
$43,557 

 

 
 

http://en.wikipedia.org/wiki/Canada_2011_Census
http://en.wikipedia.org/wiki/Canada_2006_Census
http://en.wikipedia.org/wiki/Canada_2001_Census
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Historical populations 

Year Pop. ±% 
1871 879 — 
1881 780 −11.3% 
1891 2,414 +209.5% 
1901 7,169 +197.0% 
1911 10,984 +53.2% 
1921 21,092 +92.0% 
1931 23,082 +9.4% 
1941 25,620 +11.0% 
1951 32,452 +26.7% 
1961 43,088 +32.8% 
1971 80,332 +86.4% 
1981 82,697 +2.9% 
1991 81,476 −1.5% 
1996 80,054 −1.7% 
2001 74,566 −6.9% 
2006 74,948 +0.5% 
2011 75,141 +0.3% 

 
 
 
VECC – IR 3-VECC-16 
 
Reference:  Exhibit 3, Tab 2, Schedule1, page 4 

 
a)  Are the values shown for number of customers/connections year end values or average 

annual values? 
 
PUC Response 
 
a) The values shown for the number of customers/connections are the average annual values.  
 
 
Energy Probe – IR 3-EP-12 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 
Please update Table 3-14 to reflect actual customers by rate class for 2012. 
 
PUC Response 
 
PUC has provided below an updated Table 3-14 to compare actual customers by rate class for 
2012. 
 

http://en.wikipedia.org/wiki/Canada_1911_Census
http://en.wikipedia.org/wiki/Canada_1996_Census
http://en.wikipedia.org/wiki/Canada_2001_Census
http://en.wikipedia.org/wiki/Canada_2006_Census
http://en.wikipedia.org/wiki/Canada_2011_Census
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 Residential GS<50 GS>50 USL Sentinel 

Lights 
Street 
Lights 

Actual 
Beginning 

2012  

29,178 3,413 371 21 402 8,846 

Actual 
Ending 

2012 

29,282 3,402 374 21 378 8,846 

Average 29,230 3,407 373 21 390 8,846 
2012 

Bridge 
Year 

29,197 3,383 401 20 398 8,875 

Difference 33 24 (28) 1 (8) (29) 
 
 
 
VECC – IR 3-VECC-17 
 
Reference:  Exhibit 3, Tab 2, Schedule 1, pages 7-8 

 
a)  Please provide the regression analysis results (i.e., equation and statistics) for the 

equations tested with GDP. 
 
b)  Did PUC test any regressions using a measure of local employment as an explanatory 

variable?  If yes, what were the results?  If not, why not? 
 
PUC Response 
 
a) PUC has provided below the regression analysis results when including the GDP.  
 
b) PUC did not test any regression measures using local employment as an explanatory 

variable. PUC considers the heating degree days and cooling degree days to be a significant 
variable in Northern Ontario. PUC is not aware of any significant changes in population or 
economic factors that would warrant including the local employment rates as a variable.   
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SEC– IR 3-SEC17 
 
3/2/1 
Tables 3-12 and 3-14. Please provide whatever information is available to the Applicant to 
explain why GS>50 is projected to drop from 426 customers in 2008 to 399 in 2013, particularly 
in the context of both residential and GS<50 increasing over the same period. 
 
PUC Response 
 
In 2010 PUC reviewed all General Service customers and historical consumption. As a result of 
this review some customers were re-classed to GS<50 from GS>50. This resulted in a decrease 
in the projected customers in 2013 for the GS>50. The increase in residential customers is due 
to the average historical growth rate applied to the 2013 forecast. 

 
SEC– IR 3-SEC18 
 

[3/2/1,Tables 3-15 and 3-21]  
 
Please reconcile the GS>50 figures in these two tables.  
 
PUC Response 
 
Table 3-15 is the historical annual usage per customer in kWh. Table 3-21 is the historical annual 
kW for the GS>50.
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Exhibit 3 - Issue #2 - CDM Savings 
 
 
Board Staff – IR 3-Staff-23 
 
Ref: Exh 3-2-1, Page 10 
On page 10 of this exhibit, PUC states: 
 
PUC applied a savings of 9,249,000 kWh to the 2013 test year forecast. The CDM savings was 
pro-rated to the rate classes based on the 2013 weather corrected forecast. The CDM savings is 
based on the Electricity Conservation and Demand Management Targets Board File Number EB-
2010-0216 issued June 22, 2010. PUC’s 2011-2014 net cumulative energy savings target is 
30.83 GWh. Based on the CDM schedule from the OPA in 2013 the target conservation is 30% 
of the cumulative energy savings target. Therefore, PUC applied 30% of the 30.83 GWh as CDM 
savings in the 2012 test year. 
 
The OPA’s results on PUC’s 2011 CDM results were filed in the supplemental application 
evidence filed on December 4, 2012. 
 
Please provide a table showing the “net” and “gross” CDM results by year, and including the 
estimated persistence over time up to and including the 2013 test year, similar to the following: 
 
Year OPA 2006-2011 Final 

CDM Results 
(Gross) (a) 

OPA 2006-2011 Final 
CDM Results 
(Net) (b) 

Difference 
(c) = (a) – (b) 

% Difference of Net 
(d) = (c) / (b) 

2006     
2007     
2008     
2009     
2010     
2011     
2012     
2013     
 
 
PUC Response 
 
In the Table below PUC provided the “net” and “gross” CDM results by year, and including the 
estimated persistence over time up to and including the 2013 test year. In the original 
application PUC’s average net to gross percentage was 71.0%. In the revised Table below the 
amount is 66.7% when including the 2011 final OPA results.  



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 149 of 247 

 

 
 
 
Board Staff – IR 3-Staff-24 
 
Ref:  Exh 3-2-1 
PUC has proposed to use a CDM target of 30% as the CDM adjustment for the 2013 load 
forecast amount to take into account the persistence of 2011 and 2012 CDM programs, and 
the impact of 2013 CDM programs on 2013 demand (consumption, measured in kWh). 
 
An alternative approach, assuming that final 2011 CDM results are available for PUC as 
reported by the OPA, is to taken into account the 2011 results and their persistence, and 
then to assume an equal increment for each of 2012, 2013, and 2014 so as to achieve 
PUC’s CDM target of 30.83 GWh. 
 
Based on PUC’s actual 2011 OPA results, please fill out a table similar to the following 
(taken from Thunder Bay Hydro Electricity Distribution Inc.’s 2013 rates application EB- 
2012-0167): 
 

 
 
PUC Response 
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PUC has updated the table below with the actual 2011 OPA results. 
 

 
 
 
Board Staff – IR 3-Staff-25 
 
Ref: Exh 3-1-3 
Board staff understands that the results as reported by the OPA are “annualized” (i.e. assume 
that all CDM programs, including the current year’s program, are in effect for the full year, from 
January 1 to December 31). While the full year effect for persistence of prior year CDM 
programs would be in place for the full year, CDM programs implemented in a given year would 
not have the full impact in the first year, due to timing. 
 
The measured “full year” results, as measured by the OPA, will be used for the basis of the 
LRAMVA amount. However, the “full year” results in the first year of a CDM program, will 
overstate the actual results unless the program was implemented on January 1 of that year. 
 
In the absence of any other information, a “half-year” rule (i.e. assuming that half of the 
incremental impact of programs introduced in a year is actually realized in the calendar year of 
introduction) may be a proxy for the actual impact, ignoring all other factors (i.e. seasonality). 
 

a) Please provide PUC’s understanding of the results as published by the OPA (i.e. 
are the full year or do they only reflect the period that a CDM program in in 
place in its first year). 
 

b) If a “half-year” rule is used to account for the fact that 2013 CDM programs will 
not have a full year impact on 2013 actual consumption, please provide PUC’s 
perspective that the adjustment for the 2012 and 2013 CDM programs on 2013 
demand would be estimated as “N” kWh X 1.5 (reflecting full year impact of 
2012 CDM and half-year impact of 2013 CDM on 2013) X (1 + g) X (1 + loss 
factor), where N is the number of kWh of incremental CDM savings needed in 
each of 2012, 2013 and 2014, as determined in the preceding Board staff 
interrogatory, and g is the “net” to “gross” conversion factor for 2013 as 
calculated in the response to 3-Staff-8 and “loss factor” is the proposed 2013 
loss factor of 4.89%from Exhibit 8/Tab 1/Schedule 5. 

 
c)  While the above is to adjust the load forecast which is on an “actual” year basis, 
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the LRAMVA is based on the measured OPA results reported on a full year 
basis. Please confirm that the LRAMVA threshold would continue to be based 
on the “full year” CDM results of 2.74 GWh (i.e. persistence of 2011 CDM) + N X 
2 (i.e. persistence of 2012 and impact of 2013 CDM) results.  In this case, “M” 
would be the persistence of 2011 CDM programs on 2013 consumption as 
reported on a “net” basis in the final 2011 CDM results for PUC. 

 
 
PUC Response 
 

a) It is PUC’s understanding the results published by the OPA are based on the full year. 
 

b) Assuming the “half-year” rule is used to account for 2013 CDM programs not being in 
place for a full year, the adjustment for 2012 and 2013 CDM programs on 2013 demand 
would be estimated as 3,327,448 kWh X 1.5 (reflecting full year impact of 2012 CDM and 
half-year impact of 2013 CDM on 2013) X 1.6750 = 8,360,213 kWh. However, PUC is 
concerned with using the “half-year” rule since it is PUC’s understanding that there 
should be consistent treatment on how the load forecast is adjusted and how the 
LRAMVA threshold is determined.  
 

c) PUC confirms the LRAMVA threshold would continue to be based on the “full year” CDM 
results. 

 
 
VECC– IR 3-VECC-18 
 
Reference:  Exhibit 3, Tab 2, Schedule 1, page 9 

Exhibit 3, Appendix A, page 5 
  

a)  With respect to Table 3-7, are the three normalized results shown for 2013 all prior to any 
adjustment for CDM?  If not, please restate the values such that they are all on a 
comparable basis – i.e., prior to any CDM adjustments. 

 
 

PUC Response 
 

a) The 2013 Normalized Test Year included a CDM adjustment. PUC has provided the figures 
below prior to any CDM adjustments. 

 
 Predicted kWh 
2013 Normalized Test Year ( excluding CDM) 741,365,477 
2013 Weather normal 10 year average (excluding CDM) 741,700,537 
2013 Weather normal 20 year trend (excluding CDM) 736,701,362 
 
 
 
 
VECC– IR 3-VECC-19 
 
Reference:  Exhibit 3, Tab 2, Schedule 1, page 10 
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a) Please confirm that the 30% factor (page 10, lines 3-10) is meant to reflect the net 

impact in 2013 of CDM programs implemented in 2011, 2012 and 2013.  If this is 
not the case, please explain what the 30% factor is meant to represent and how it 
was calculated. 
 

b)  Please confirm that the 2011 purchased energy data used in the regression analysis 
will already reflect the impact in 2011 of CDM programs implemented in 2011.  

c)  If parts (a) and (b) are confirmed, doesn’t the proposed 9,249,000 CDM adjustment 
result in a double counting of the impact of 2011 CDM programs? If not, why not? 

 
d) Please confirm that the 11,387,369 kWh referenced on page 10 (line 19) is the 

estimated gross impact (i.e., including free riders) in 2013 of the 2012 and 2013 CDM 
program results – per Table 3-10. 

 
 
 
PUC Response 
 

a) PUC confirms the 30% factor reflects the net impact of CDM programs. 
 

b) The 2011 purchased energy used in the regression analysis is actual kWhs. Therefore 
any impacts of CDM in 2011 actual consumption would be reflected. Refer to PUC’s 
Summary of Proposal on Load Forecast and CDM Savings at the beginning of Exhibit 3 
Interrogatories. PUC proposes to adjust the CDM saving to reflect the “double counting” 
of 2011 results. 

c) PUC agrees the proposed approach may result in “double counting” on the impact of the 
2011 programs.  

d) PUC confirms the 11,387,369 kWh referenced on page 10 is the gross impact.  
 
 
 
VECC– IR 3-VECC-20 
 
Reference:  Exhibit 3, Tab 2, Schedule 1, page 11 

 
a)  With respect to Table 3-9, should the heading for second and third columns read 

“2006-2010” and not “2006-2009”. 
 

b)  Please provide a copy of the OPA’s final 2006-2010 CDM report for PUC. 
 

c)  Please provide a copy of the OPA’s final 2011 CDM report for PUC. 
 
 
PUC Response 
 

a) PUC confirms the headings in Table 3-9 should read “2006-2010”. 
 

b) PUC has filed an electronic copy of the OPA’s final 2006-2010 CDM with the 
interrogatory responses. 

 
c) Please refer to the additional information filed file as part of the cost of service rate 
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application on December 4, 2012, page 57 to 87 for the final 2011 OPA report. 

 
 
VECC– IR 3-VECC-21 
 
 
Reference:  Exhibit 3, Tab 2, Schedule 1, pages 12-13 

 
a)  Does the 8,813,663 kWh (per page 12) or the 9,249,000 kWh (per page 10) represent 

a better estimate of the impact in 2013 of CDM programs implemented in 2011, 2012 
and 2013?  Please explain your response.  

b)  Please explain why the response to part (a) isn’t the appropriate value to use for the 
LRAM variance account (per Table 3-11). 

 
c)  Please provide a schedule that for 2013 sets out the results of the regression model 

prediction and the adjustments made for losses and CDM in order to derive the total 
billed energy. 

 
d)  Please confirm whether the 2013 total billed energy forecast is 700,522,503 (per Table 3-

24) or 709,771,503 kWh (per Table 3-20). Note – While the totals in the two tables are 
different the individual customer class values are the same. 

 
 
PUC Response 
 

a) PUC has revised the proposed CDM adjustment to reflect 2011 actual and persisting 
results and eliminate the “double counting” of the 2011 results. The revised proposed 
CDM savings in the 2013 test year is 6,980,320 kWhs as outlined in the beginning of 
Exhibit 3 interrogatory responses.  

 
b) PUC has included a revised Table 3-11 below. PUC believes the correct amount for the 

LRAM value is 9,399,059 as shown in Board Staff – IR 3-Staff-24. 
 
 

 
 

 
   c) PUC has provided a schedule below that sets out the results of the regression model 

prediction, the adjustment made for losses and the CDM adjustment in order to derive at the 
total billed energy.  

   
 As originally filed in application As proposed to be 

revised in IRs 
Predicted Purchases 741,365,477 741,365,477 
Losses (31,593,974) (31,593,974) 
CDM (9,249,000) (6,980,320) 
Total Billed Energy 700,522,503 702,791,183 
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d) PUC confirms the 2013 total billed energy forecast is 700,522,503 as per Table 3-24. The total 
in Table 3-20 is incorrect and reflects the total before CDM adjustments.  
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Exhibit 3 - Issue #3  - Other Distribution Revenue 
 
VECC– IR 3-VECC-22 
 
Reference:  Exhibit 3, Tab 3, Schedule 1, page 1 

 
a)  Please provide the 2012 year to date values for each of the accounts in Table 3-

25. If the year to date does not include December 2012, please also provide the 
year to date values for 2011 for each account up to and including the same 
month. 

 
b)  How many microFit connections did PUC have at the end of 2012 and where are 

the revenues from microFit service charges recorded? 
 

c)  Where are the SSS Admin charge revenues recorded? 
 

d)  Please confirm that the Interest and Dividend Income (Account 4405) does not 
include any interest debits/credits related to deferral/variance accounts. 

 
PUC Response 
 
a) PUC has updated below Table 3-25 with the unaudited 2012 Actuals. 
 

 
 

b) PUC had 65 Micro-fit connections at the end of 2012. The revenue from the micro-fit 
connections are charged to account 4235 – Other Revenue. 
 
c) The SSS Admin charge is recorded in account 4080 – Distribution Revenue. 
 
d) PUC confirms that the interest and dividend income (Account 4405) does not include any 
interest debits/credits related to deferral/variance accounts.  
 
 
 
Energy Probe– IR 3-EP-13 
 
Ref:  Exhibit 3, Tab 3, Schedule 1 
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a) Please provide a version of Table 3-25 that reflects actual data for 2012.  If actual data for 

all of 2012 is not yet available, please provide the most recent year-to-date actuals for 
2012 in the same level of detail in the table, along with the figures for the corresponding 
period in 2011. 
 

b) Does Table 3-25 include revenues and expenses associated with OPA CDM programs 
and/or interest on regulatory asset accounts?  If yes, please provide the requested table 
in part (a) excluding these items in all years. 

 
c) Please explain the drop of $10,500 between 2012 and 2013 in account 4082. 

 
d) Please explain the decrease in 2012 and 2013 compared to 2011 and previous years in 

account 4235. 
 

e) Please provide the revenue in account 4325 excluding large solar projects noted on page 
4 of Exhibit 3, Tab 3, Schedule 2. 

 
f) Please explain the significant decline in revenues in account 4390 between 2011 and the 

forecasts for 2012 and 2013.  How was the forecast for 2013 arrived at? 
 
PUC Response 
 

a) Refer to VECC– IR 3-VECC-22 above for an updated Table 3-25 with unaudited 2012 
Actuals.  

 
 b) Table 3-25 includes revenues and expenses associated with OPA CDM programs but the 

amount nets to zero in account 4375 and 4380. Table 3-25 included no interest on regulatory 
asset accounts. 

 
c) PUC forecast in bridge and test year a reduction in RS revenue due to the declining number 
of customers enrolling with retailers. PUC has provided in the table below the amounts 
recorded in 4082 for the 2012 bridge year, 2013 test year and the 2012 actuals. 

 
Account Number 2012 bridge 2013 test 2012 actual 
4082.92.5306 3,500 4,000 4,320 
4082.92.5307 
 

30,000 25,000 18,578 

4082.92.5308 20,000 14,000 11,147 
 53,500 43,000 34,045 
    
    

 
d) The decrease in 2012 and 2013 compared to 2011 and previous years in account 4235 
was that PUC under budgeted the collection charge revenue in 2012 and 2013. In addition 
service call revenue was under budgeted.  

 
e) The revenue in account 4325 excluding large solar projects as noted on page 4 of Exhibit 

3, Tab 3, Schedule 2 is as follows: 
 

2008 – no change $38,509 
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2009 – no change $96,363 
2010 – $325,143 - $188,979 (solar projects) = $136,164 
2011 – $479,821 - $361,221(solar projects) =$118,600 

 
     f) There was a large increase in sale of scrap in 2011 to $86,400 and to $82,100 in 2012. The 

average from 2008 to 2010 was $34,200 and the test year to date in 2013 is $3,900. 
 
 

Energy Probe– IR 3-EP-14 
 
Ref:  Exhibit 3, Tab 3, Schedule 2 
 

a)  Please explain how the amount of rent to be charged to PUC Services has been 
determined.  For example, has some portion of the overall square footage been allocated 
and then some proxy for a market rate per square foot applied?  Please provide all 
assumptions and show all calculations used. 

 
b)  Please provide a breakout of the other rents found in account 4210 for each of 2009 

through 2013 (including actual 2012). 
  
PUC Response 
 
 

a) See prior answer – SEC – IR 2-SEC-16 
 

b) PUC has provided below a breakout of the other rents found in account 4210. 
 

 2009 2010 2011 2012 2013 
Pole Rental $383,671 $232,931 $365,939 $352,249 $347,640 
Building Rental     $1,317,275 
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EXHIBIT 4 – OPERATING COSTS 
 
Exhibit 4 - Issue #1  - Pension Costs 
 
Board Staff – IR 4-Staff-26 
 
Ref:  Exh 4-2-3 
 
OMERS has announced a three-year contribution rate increase for its members and 
employers for the years 2011, 2012, and 2013. 
 

a) Please state whether or not PUC’s proposed pension costs include this increase.  If 
so, please provide the forecasted increase by years and the documentation to 
support the increases.  If not, please state how the applicant proposes to deal with 
this increase. 

 
PUC Response 
 
OMERS pension costs are included in employee benefit costs. The 2013 test year includes 
pension costs based on the 2013 increased OMERS rates (9.0%/14.6%) and the employees’ 
projected pensionable earnings. 

The rates increased by 8% for the lower tier and 14% for the upper tier. PUC’s expense 
increased by $88,000 from $856,000 to $944,000 or 10%. 
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Exhibit 4 - Issue #2  - Employee Benefits 
 
Board Staff – IR 4-Staff-27 
 
Ref:  Exh 4-2-3 
Please provide details of employee benefit programs, including pensions and other costs 
charged to OM&A for the last Board-approved rebasing application, Historical, Bridge and 
Test Years. 
 
PUC Response 
 
Employee benefit programs include OMERS pension plan, long term disability, short term 
disability, life insurance, dental, extended health (including drug, eye glass and out of province 
travel coverage), vacation and statutory holidays according to the labour agreement.  Also 
included in employee benefits are employer paid premiums for CPP, Employment Insurance, 
Employer Health Tax and WSIB. The following amounts of employee benefits are included in 
OM&A costs. 
 
2008 approved 2008 2009 2010 2011 2012 2013 
$1,078,811 $965,956 $991,866 $1,011,963 $1,300,885 $1,356,193 $1,386,245 
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Exhibit 4 - Issue #3  - Inflation 
 
Board Staff – IR 4-Staff-28 
 
Ref:  Exh 4-2-2 
At the above noted reference, PUC states: 
 
The major factors for the increases are inflation which PUC has estimated at approximately 
13% over the five year period (weighted average of labour increases in accordance with the 
collective agreements and CPI for other costs). 
 
Please provide a detailed summary of the calculation. 
 
PUC Response 
 
PUC has provided a detailed summary of the calculation below. 
 
Calculate Labour Increase and Other Inputs Increase 

 
     CPI 

 
 cumulative increase  

 

 
CPI 2008 to 2013 

2011 
to 

2013 
 2009 1.10% 1.10%   
 2010 1.90% 3.02%   
 2011 2.30% 5.39%   
 2012 2.50% 8.03% 2.500% 
 2013 2.20% 10.40% 4.76% 
 

 
10.00% 

   
     

  

 cumulative 
increase    

 

 

Collective 
Agreement 2008 to 2013 

2011 
to 
2013 

 
 

 Rate Increase      
 2009 3.0% 3.0%   
 2010 2.7% 5.78%   
 2011 2.8% 8.74%   
 2012 3.0% 12.01% 3.00% 
 2013 3.0% 15.37% 6.09% 
 

 
14.5% 

   
     Calculate Weighted 
Increase 
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2008 to 2013 2011 to 2013 

2008 
to 

2013 
2011 to 

2013 

labour @ 
55% of 
total costs 15.37% 6.09% 8.5% 3.35% 
other @ 
45% of 
total costs 10.40% 4.76% 4.7% 2.14% 

   
13.1% 5.5% 

 
 
 
 
VECC – IR 4-Staff-24 
 

Reference:  Exhibit 4, Tab 1, Schedule1, pg. 1 / Tab 2/Schedule 2/pg. 13 
 

a)  Please provide the GDP-IPI inflation factors assumed by PUC for the years 2008 
through 2012. 

 
b) Please provide the annual inflation rate and the source for the 13% and 5.5% 

projection for inflation for the five year period 2008-13 and two year period 2011-
2013. 

 
 
PUC Response 
 
 
See response to Board Staff – IR 4-Staff-28
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Exhibit 4 - Issue #4  - Employee Compensation 
 
Board Staff – IR 4-Staff-29 
 
Ref:  Exh 4-2-3, Table 4-13 
Ref:  Filing Requirements For Electricity Transmission and Distribution Applications, June 
28, 2012, Chapter 2.7.4, Employee Compensation Breakdown 
 
The filing guidelines state that the applicant must complete Appendix 2-K in relation to 
employee complement, compensation, and benefits….Where there are three or fewer 
employees in any category, the applicant should aggregate this category with the category to 
which it is most closely related. 
 
PUC has partially completed Appendix 2-K. 
 
Please complete Appendix 2-K by providing further details in the Number of Employees and 
Average Yearly sections. 
 
PUC Response 
 
Following is the estimated management and union FTEs: 

 

2008 
approved 2008 2009 2010 2011 2012 2013 

Management 14 13.1 14.6 15.0 16.0 20.003 20.0 
Union 61 53.2 63.7 66.0 66.0 67.046 67.0 

 
75 66.3 78.3 81.0 82.0 87.049 87.0 

 
 
 
 
SEC – IR 4-SEC-26 
[4/2/3]  
 
With respect to compensation costs: 

a. P. 1. Please provide a full breakdown of all employees of PUC Services Inc., in the form 
of the Board’s Form 2-K, for all of the same years so that the Applicant’s 2-K and the 
total 2-K can be compared directly. 

 
b. P.1. Please provide a full org chart for PUC Services Inc. as a while, and then a full org 

chart for PUC Services Inc. including only the FTEs allocated to the Applicant. 
 
c. Please provide the basis on which FTEs were allocated to the Applicant or to the other 

affiliate activities. 
 
d. P.2.  Please provide the most recent actuarial report for PUC Services Inc. 
 
e. P.3.  Please provide a full breakdown of FTEs and compensation, including 

components, into the categories required. 
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f. P.3.  Please provide a detailed list of the FTEs/positions added since the 66 FTE actual 

in 2008, and for each position advise: 
 

i. The basis for its approval (e.g. existed prior to 2008, approved in last 
rebasing, requested for approval in this rebasing, added since 2008 in 
addition to those approved, etc.) 
 

ii. When the position was first filled, and any vacancies subsequent to it first 
being filled. 

 
 
PUC Response 
 
a) PUC has provided a breakdown of employees in PUC Services below for 2012 unaudited 
actuals. Prior year numbers for PUC Services are not readily available.  
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b) PUC has filed with the interrogatory responses a full org chart for PUC Services Inc. including 

only the FTEs allocated to the Applicant. The chart is included as Appendix H. 
 
c) For the purposes of Table 4-13, Appendix 2-K, an estimate was made of the portion of time 
an employee performs work for each of the affiliated companies.  The actual allocation of costs 
is based on employee time sheets for specific work performed in a day.  The allocation 
percentages as detailed in Exhibit 4 Tab 2 Schedule 4 are used to allocate shared work. 
 
d) PUC has included the most current actuarial report below for PUC Services: 
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e) Refer to IR 4-Staff-29 
 
f) PUC has provided a detailed list of the FTEs/positions added since the 66 FTE actual in 2008 
below.  
 

Position Department

FTE 
Additons 

since 
2008 

actual
Approved 
in 2008 Added

2013 
Request Total Driver

CDM officer Finance & General Admin 1 1 1 To attain mandated targets
Supervisor Billing Billing, Call Centre 0.56 0.56 0.56 To maintain customer service targets, TOU billing
Supervisor Customer Service Billing, Call Centre 0.56 0.56 0.56 To maintain customer service targets, TOU billing

Network Admin Finance & General Admin 0.46 0.46 0.46
Increased reliance on integrated network for communications, smart meter 
infrastructure, SCADA network, corporate billing and accounting

Business Systems Analyst Finance & General Admin 0.46 0.46 0.46 Increased reliance and complexity of corporate interprise software
Accounting Supervisor Finance & General Admin 0.46 0.46 0.46 Increased regulatory workload
Office Assistant - Operations Finance & General Admin 0.46 0.46 0.46 Increased regulatory workload, maintenance of equipment maintenance records
Line Planner Engineering, line workers, plant 2 1 1 2 increased maintenance and capital workload
Forestry Tech Engineering, line workers, plant 1 1 1 increased maintenance and capital workload
Power Line Tech Engineering, line workers, plant 3 3 3 increased maintenance and capital workload
Supervisor Safety Engineering, line workers, plant 0.46 0.46 0.46 Maintenance of safety focus
Electician P&M Finance & General Admin 0.46 0.46 0.46 Required electrical maintenance resource
Maintenance Person Finance & General Admin 0.46 0.46 0.46 Maintenance of safety focus
Lead Hand Stations Engineering, line workers, plant 1 1 1 increased maintenance and capital workload
Substation Electrician Engineering, line workers, plant 1 1 1 increased maintenance and capital workload
Electric System Operator Engineering, line workers, plant 1 1 1 increased maintenance and capital workload
Protection & Control Engineer Engineering, line workers, plant 1 1 1 increased maintenance and capital workload
Engineering Tech - Electric Engineering, line workers, plant 3 2 1 3 increased maintenance and capital workload
Smart meter tech Engineering, line workers, plant 1 1 1 utilization of smart meter data
GIS Tech Engineering, line workers, plant 1 1 1 increased maintenance and capital workload
CDM clerk Finance & General Admin 1 1 1 To attain mandated targets

21.34 8.56 10.78 2 21.34  
 
 
 
 
VECC – IR 4-VECC-32 
 
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11 

a) Please complete Table 4-13 Appendix 2-K to show the number of employees (FTEs) 
in each of the categories. 

b) Between 2008 and 2013 PUC has increased the number of FTEs it employs (from 
affiliates or otherwise).  Please provide a list showing the incremental FTEs since 
2008 in each of the following categories: 

i. Engineering, Line workers, plant 
ii. Billing, call center  
iii. Finance and general administration 
iv. Executive  

c) Please explain for each category the drivers for the increase FTE. 
d) Please provide the number of FTEs who are employed for electrical work only (e.g. 

engineers, lineman, line supervisors etc.). 
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PUC Response 
 

a) Please refer to Board Staff – IR 4-Staff-29 above 

b) Please refer to SEC – IR 4-SEC-26 above 

c) Please refer to SEC – IR 4-SEC-26 above 
 
d) The number of FTEs who are employed for electrical work only is 50. 

 
VECC – IR 4-VECC-33 
 
Reference: Exhibit 4, Tab 2, Schedule 3, pg. 1 

a) Are there any direct employees of PUC? 
b) Since PUC uses a service agreement with PUC Services how are increases to FTEs 

requirements, capital budgets and other matters determined and approved by the 
Utility? 

c) What due diligence has PUC Board of Directors undertaken to ensure the service 
agreement with PUC Services is competitive and in the best interest of shareholders 
and ratepayers? 

d) What due diligence does PUC Board of Directors undertake to ensure that 
incremental staff employed by PUC Services on PUC’s behalf are reasonable and 
prudent? 

 
 
PUC Response 
 

a) PUC Distribution does not have any direct employees. 
b) PUC Distribution’s budget is approved annually by the Board of Directors of PUC 

Distribution. 
 

c) The annual budget is approved by the Board and the long term capital plan is reviewed 
annually.  Monthly customer bill impacts, costs per customer, staffing changes are 
reviewed annually with the Board.  Costs are passed to PUC Distribution with no 
markup. 
 

d) PUC Distribution’s Board approves the annual budgets and reviews the long term 
capital plan.  A discussion of the reasons for additional staff is undertaken at the time 
the annual budgets are approved.  Union staff costs are charged to PUC Distribution 
based on the labour agreement. 

 
 
 
Board Staff – IR 4-Staff-30 
 
Ref:  Exh 4-2-3, Table 4-13 
From 2009 to 2010, PUC recorded an increase in 3 FTEs resulting in a total salary and wages 
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increase of 11% or $526,441.  This represents an average salary of $175,480 for each of the 
three FTEs. 
 
From 2011 to 2012, PUC recorded an increase in 5 FTEs resulting in a total salary and wages 
increase of 14% or $750,155.  This represents an average salary of $150,031for each of the 
five FTEs. 
 
Please provide a detailed explanation regarding the increase in both time periods above. 
 
 
PUC Response 
 
The following factors influenced the increase in salaries and wages in the years in question in 
addition to the increased FTEs: 
 
The labour contract includes general increases annually. 
 
The FTEs were calculated as of December 31 of each year.  If an employee is hired mid-year, 
they would be included in the FTE at December 31 of that year but their full wages would not be 
present until the following year. 
 
Several of the Power Line Techs and Station Electricians were hired subsequent to the 2008 rate 
application and therefore progressed through pay levels in addition to the general wage 
increases.  The difference from the entry level to the top level is approximately $11.00 per hour. 
 
 
Board Staff – IR 4-Staff-31 
 
Ref: Exh 4-2-2, Page 14 
PUC states that the position of Supervisor of Safety and Environment was added on a shared 
basis to focus on maintaining a safe working environment and accounting staff to maintain 
pace with regulatory issues. 
 
a)  Please identify the affiliate with which PUC is sharing the supervisor position. 
 
b)  Please provide a detailed description of this position including the number of employees 
the Supervisor will be managing. 
 
c)  What percentage of time is being allocated to PUC for this position? 
 
PUC Response 
 

a) The Supervisor of Safety and Environment is shared with PUC Services Inc. and the 
Public Utilities (Water) Commission. 
 

b) A detailed description of the position is included below. The supervisor of Safety and 
Environment manages 3 employees.  
 

Responsibilities and Duties 

Conducts administrative and management activities such as: 
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• Through research, develops and implements health and safety training programs; 

• Administers and further develops corporate loss control program as it pertains to 
health, safety and environment including incident investigation, environmental liability 
management, including corporate compliance with applicable legislation and general 
building maintenance; 

• Maintains corporate records and documentation as they apply to areas of 
responsibility for health and safety reporting to the Joint Health and Safety 
Committee and the Manager, Safety and Environment; 

• Conducts audits of the health and safety and the environment programs and 
recommends changes and updates for the continued compliance and improvement 
of programs; 

• Monitors the work environment for compliance and follow-up to ensure compliance 
with health and safety legislation and regulations as well as corporate policies and 
programs; 

• Monitors health and safety compliance through workplace inspections and crew visits 
and initiates corrective action, in conjunction with the Department Manager and the 
Manager, Safety and Environment; 

• Investigates incidents, as requested by the Manager, Safety and Environment, and 
recommends the implementation of approved work procedures (i.e. including 
suspension of work operations on the job site, ensuring approved work procedures 
being employed, etc.) and may advise managers/supervisors of their legal reporting 
responsibilities; 

 
• Acts as a resource to staff on technical issues related to the area of responsibility 

with respect to the interpretation, administration and application of legislation, 
regulations and corporate policies; 

• Monitors the effectiveness of and maintains building fire protection systems, building 
security system; 

• Develops and implements building security policies and procedures, performs 
security audits, maintains, and when necessary, upgrades the security system; 

• Liaises with others to obtain up-to-date health and safety and environment 
information, trends and resources to ensure compliance; 

• Conduct Risk Management studies through investigation, collection and analysis of 
data and recommend courses of action; 

• Supervises building and grounds maintenance programs including summer students, 
contract and staff administration. 

 
c) The percentage of time is being allocated to PUC Distribution for this position is 46%. 
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Energy Probe – IR 4-EP-18 
 
Ref:  Exhibit 4, Tab 2, Schedule 3 
 

a) Has the Union increase of 3% for 2013 been reflected in the 2013 revenue requirement, 
or has PUC used some other escalator for regulatory purposes? 

 
b) What have been the executive/management increases in 2009 through 2012?  What is 

the forecast included in the 2013 revenue requirement, and how much does this 
represent on a dollar basis? 

 
c) Please update Table 4-13 to reflect actual data for 2012. 

 
d) What is driving the significant increase in management costs between 2011 and 2012 as 

shown in Table 4-13? 
 
 
PUC Response 
 

a) PUC has included a 2% union increase in the 2013 revenue requirement. The 2% is 
based on 2/3rd of the annual 3% increase since the increase is effective May 1, 2013.  
  

b) The executive/management increases in 2009 to 2012 have been the same as the union 
increases. 
 
2009 3% 
2010 2.9% 
2011 2.8% 
2012 3.0% 
2013 3.0% prorated as of May 1 (2%) 
The increase represents approximately $120,000 over prior year budget. 
 

c)  PUC has provided below Table 4-13 (Appendix 2-K) to include 2012 Actuals 
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d) The increase in management costs between 2011 and 2012, in addition to the 
general increase and progression through job class levels, are a result of the 
addition of the following positions in 2012 or mid-year 2011. 
 
Business Systems Analyst 
Smart Meter Systems Analyst 
Customer Service Supervisor 
CDM Officer 
Protection and Control Engineer 
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Exhibit 4 - Issue #5 - Software Costs 
 
Board Staff – IR 4-Staff-32 
 
Ref: Exh 4-2-2, Page 14 
PUC states that the new integrated software was implemented subsequent to 2008 which has 
increased the annual software maintenance fees. 
 

a) Please provide a breakdown of the annual software maintenance fees for 2008 
through 2013. 

 
b) Please comment on all variances greater than $100,000. 

 

PUC Response 
 
a) Software maintenance fees included in account 5610 are as follows: 

2008 $0  
2009 $0  
2010 $0  
2011 $0  
2012 $16,456  
2013 $17,000  

 
 

b)  There are no variances greater than $100,000. 
 
 
SEC – IR 4-SEC-22 
 
[4/2/2, p.6]  
 
Please explain why the “new enterprise software” is owned by the affiliate. Please provide details 
of the charges to the Applicant for the use of that software each year since its implementation, 
and how those charges were calculated.   Please provide the actual calculations.  Please provide 
details of the costs to the affiliate for that software, including all tax impacts, for each year since 
its implementation, and the amounts charged for its use to each of the other entities in the 
affiliated group. 
 
PUC Response 
 
The “new enterprise software” is owned by the affiliate as it is used by the other PUC affiliates in 
addition to PUC Distribution Inc. Please see Board Staff IRR#32 for details of charges to the 
affiliate as well as the calculation of charges to PUC Distribution. PUC Services pays 100% of 
these software charges (including capital and OM&A) and subsequently allocates these charges 
to the entities it services (including PUC Distribution Inc.) using the shared services method 
described at Exhibit 4-Tab 2-Schedule 4. 
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Exhibit 4 - Issue #6 - Shared Services 
 
Board Staff – IR 4-Staff-33 
 
Ref: Exh 4-2-4, Page 3 
PUC states: 
In preparation for the 2008 cost of service rate filing, and in response to the concerns 
expressed by the Board in its Decision and Order regarding PUC’s 2006 rates, a consultant 
was engaged to review processes related to charging of shared services costs to the affiliated 
companies from PUC Services. RDI Consulting Inc.’s Full Absorption Cost Allocation Report 
was filed with PUC’s 2008 cost of service rate application. 
 

a) Have there been any updates since the report was completed?  If so, please file the 
updates. 

 
PUC Response 
 

a) PUC has not had any updates to the Full Absorption Cost Allocation Report.  The only 
change in the allocation method from the RDI report commenced in the 2012 bridge 
year. Commencing in 2012 no portion of the administrative expenses has been 
allocated to capital as per OEB directives. 

 
 
Board Staff – IR 4-Staff-34 
 
Ref: Exh 4-2-4, Page 4 

a) Please provide further explanation regarding the allocation of administrative 
services to PUC Services Inc.  Specifically, comment on what administrative 
services are being allocated to PUC Services Inc. and how the allocation 
percentage of 16.41% was determined. 
 

b)  Please provide the same table as displayed at the above reference for the years 
2008 through 2012. 
 
 

PUC Response 
 

a) Administrative services that are being allocated to PUC Services Inc.: 

accounting, human resources, payroll, accounts payable, information technology, 
customer communications, mail room services, safety services and building maintenance. 

The RDI report recommended a “labour effort based approach” be utilized to allocate 
administrative and general costs to the respective business.  Inputs recommended by RDI 
to be used to determine the percentage were union and management labour hours and 
estimates of externally contracted labour hours.  The total labour hour base attributable to 
PUC Services is 16.41% of the total hour base of the affiliates.   
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b) The billing, collections and customer service allocation for 2008 to 2012 has not changed. 

 Allocator PUC 
Distribution 

PUC 
Services 

PUC 
Telecom 

PUC 
Energy 

Public Utilities 
Commission 

Total 

Billing # of Customers 56%    44% 100% 
Collections # of Customers 56%    44% 100% 
Customer 
Service 

# of Customers 56%    44% 100% 

 
 
Admin allocations 2008 to 2012 
 Allocator PUC 

Distribution 
PUC 

Services 
PUC 

Telecom 
PUC 

Energy 
Public 
Utilities 

Commission 

Total 

Admin 2008 Labour related effort 43.83% 15.37% .66% .17% 39.97% 100% 
Admin 2009 Labour related effort 43.83% 15.37% .66% .17% 39.97% 100% 
Admin 2010 Labour related effort 45.67% 17.00% .69% .03% 36.61% 100% 
Admin 2011 Labour related effort 44.94% 17.55% .23% 0% 37.28% 100% 
Admin 2012 Labour related effort 45.71% 16.41% 0% 0% 37.88% 100% 
 
 
Board Staff – IR 4-Staff-35 
 
Ref: Exh 4-2-4, Page 5 
Ref:  Filing Requirements For Electricity Transmission and Distribution Applications, June 
28, 2012, Chapter 2.7.5, Pricing Methodology 
 
The filing requirements at the above reference states that: 
 
Pricing Methodology includes approaches such as cost-base, market-base, tendering, etc. The 
applicant must provide evidence demonstrating the pricing methodology used.  The applicant 
should also provide a description of why that pricing methodology was chosen, whether or not it 
is in conformity with ARC, and why it is appropriate. 
 
At the above reference, PUC indicated the pricing methodology used as “Cost – no 
markup”. 
 
Please provide a description of why that pricing methodology was chosen and whether or not it 
is in conformity with ARC, and why it is appropriate. 
 
PUC Response 
 
The pricing methodology used by PUC Services to charge PUC Distribution is cost-based.  
Labour, material, equipment operating costs (including a depreciation charge) and outside 
purchases required to perform distribution work are charged to PUC Distribution at cost.  A 
portion of the administrative costs are also charged at cost.  The determination of the 
allocation percentages used to charge administrative costs is documented elsewhere in the 
rate application.  Also included in the equipment cost is the cost of capital at the utility’s 
approved weighted average cost of capital.  The result is that PUC Distribution is charged no 
more than if all staff was employed by PUC Distribution and purchases were made directly.   
However synergies are realized through the sharing of administrative resources with the 
affiliates which results in a favourable administrative expense per customer when compared to 
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other LDCs. 
 
PUC Distribution believes that the affiliate service agreement provides the lowest cost to 
distribution customers in conformity with the Affiliate Relationships Code.  
 
Board Staff – IR 4-Staff-36 
 
Ref:  Exh 4-2-4, Page 5, Table 4-14 
In the above referenced table, the 2009 actuals shows a percentage of corporate costs 
allocated from PUC Services Inc. to PUC of approximately 30% for services offered under 
administrative accounts 5605-5635, 5665 and 5675. 
 
In 2012 and 2013, the percentage of corporate costs allocated for the same services offered 
increased to approximately 46%. 
 
Please comment on the increase in allocation from 2009 to 2013. 
 
 
PUC Response 
 
PUC Distribution’s share of administrative expenses was not apportioned to capital in 2012 and 
2013.  PUC Distribution’s total share is consistent over the period listed below.   
 
 To Admin To Capital Total 

2009 30.10% 13.73% 43.83% 
2010 30.79% 14.88% 45.67% 
2011 29.36% 15.88% 45.24% 
2012 45.71% 0% 45.71% 
2013 45.71% 0% 45.71% 

 
 
 
Board Staff – IR 4-Staff-37 
 
Ref: Exh 4-2-4, Page 5 
At the above reference, PUC states: 
 
PUC Distribution Inc. performs no services it shares with affiliates. 
 
However, in Exh 3-3-2, Page 5, PUC states: 
 
Rent from Electric Property – Account 4210 - $1,359,714 
In prior years PUC Distribution shared facilities that were owned by an affiliate (PUC Services). 
The new integrated service centre/office building is owned by PUC Distribution to take 
advantage of lower interest rates available to the LDC. The increased revenue is to charge 
PUC Services for the use of the new facility. 
 

a) Please complete a Table 4-14 for all affiliates or non-affiliates that occupy the new 
integrated service centre/office building. 
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b) Please explain the pricing methodology chosen and a detailed explanation how the 

charges were determined. 
 

PUC Response 
 

a) The PUC Distribution building is shared with the affiliates.  PUC Distribution charges PUC 
Services for 54% of the building cost.  PUC Services retains a portion of the 54% of costs 
and allocates a portion to the Water Utility.  The remaining 46% (as per the administrative 
allocations) remains in PUC Distribution.  

 PUC 
Distribution 

PUC 
Services 

Public 
Utilities 

Commission 

Share of 
Cost 

46% 16% 38% 

 

b) The pricing is at cost and is based on a depreciation charge and cost of capital charge.  
The same methodology was used in the 2008 approved rates to determine the charges 
from PUC Services to PUC Distribution. 

Cost of Capital 
   Building Cost 
 

$23,500,000 
 

     Per 2012 OEB Cost of Capital Parameters 
 Effective May 1, 2012 

   
     
 

Rate Debt/Eq Return 
 

 
2.08% 4.0% 0.08% 

 
 

4.41% 56.0% 2.47% 
 

 
9.12% 40.0% 3.65% 

 
  

100.0% 6.20% 
 

 
Tax Rate 

 
26.50% 

 
 

Cost of Capital 
 

8.44% 
 

     
 

8.44% Cost of Capital   

 
 $  23,500,000.00  NBV 

 
  

 
 $    1,982,568.71  cost of capital to be allocated 

     
     Depreciation Charge 
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Building Cost 

 
$23,500,000 

 Useful life 
 

50 
 Annual Depreciation Charge $470,000 
 

     
     Total to be charged to PUC Services 

  
Cost of Capital 

 

 $  
1,982,568.71  

 Depreciation Charge 
 

$470,000 
 

   
$2,452,569 

     
    

  
Less PUC Distribution portion @ 46.29% 
$2,452,569 – ($2,452,569 x 46.29%) = $1,317,275.66 
 
 
Energy Probe – IR 4-EP-20 
 
Ref:  Exhibit 4, Tab 2, Schedule 4 
 

a)  Does PUC Services have any employees that qualify for the Ontario apprenticeship 
training tax credit, the federal job creation tax credit and/or the Ontario co-operative 
education tax credit?  If yes, please indicate the total tax credits claimed in 2011 and the 
forecast for 2013. 

 
b)  How are the reduced costs associated with these tax credits passed through to PUC 

Distribution to ensure the true costs are reflected in the transfer prices? 
 
 
PUC Response 
 

a) PUC Services had 4 employees that qualify for the Ontario apprenticeship training tax 
credit in 2011.  The total tax credits claimed in 2011 was $40,000. The total tax credits 
forecast in the 2013 test year is $60,000 and offset in labour costs. 
 

b) The tax credits were transferred to miscellaneous income in PUC Distribution in Account 
4390 – Miscellaneous non-operating revenue.  

SEC – IR 4-SEC-27 
 
[4/2/4]  
With respect to affiliate charges and shared services: 
 
a. P.1  Please provide all current service agreements with any affiliated entity to which the 

Applicant is a party.  If any of those agreements is dated after January 1, 2011, please 
provide the immediately preceding agreement as well. 
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b. P. 1.  Please provide a full breakdown of all costs of PUC Services Inc., by category (in at 

least as much detail as Tables 4-3 to 4-7, but including all costs, not just allocated OM&A 
costs), and show how each of those costs is allocated, by dollar, between the members 
of the affiliated group. Please provide this breakdown for each of 2011, 2012, and 2013. 
For each of the lines, please identify the cost driver used. If there are any differences 
between these allocations and the figures of the Applicant in this Application, please 
provide explanations of those differences. Please ensure that the breakdown includes a 
table that shows, for each cost: 

 
i)  The nature of the cost being shared, allocated or charged, 
ii)  The total amount of the cost before sharing, allocations, or charges, 
iii) The amounts allocated to, shared by, or charged to each of the other   affiliated 

entities, and the basis for the allocation, sharing or charge, and 
iv) An explanation of any unusual increases or decreases in any of these amounts 

from the prior year. 
 

c. P. 1.  Please provide copies of all invoices (with supporting documentation) to the 
Applicant from any affiliate for the period from January 1, 2011 to date. 

 
d. P. 1. Please provide copies of all receivables reports and payables reports exchanged 

between the Applicant and any of its affiliates in 2012. 
 
e. P. 1. Please provide a full breakdown, by source and by type, of all revenues of PUC 

Services Inc. for each of 2011, 2012, and 2013.  
 
f. P. 3.  Please re-file the RDI Consulting Inc. report in this proceeding, and provide any 

updates or changes to that reports that have taken place since it was first filed with the 
Board. 

 
g. P. 8.  For each of the new positions referred to in this variance analysis, please provide 

any reports, memos, presentations, or other documents dealing in whole or in part with 
the justification for the new position. 

 
PUC Response  
 

a) PUC has included the management agreements as Appendix I. 
 

b) PUC has provided a breakdown of the costs below: 
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2011

OEB Acct PUC Services
2011 

Distribution $ Distribution % Water $ Water % Services $ Services %
Distribution 

2011

Direct 
Charge to 

Distribution Allocator Direct Charges to Distribution
5315 753,766.29      422,109.12     56.00% 44.00% 0.00% 526,533.00     104,423.88  # of customers billing s/w and EBT hub
5320 193,396.55      108,302.07     56.00% 44.00% 0.00% 122,487.00     14,184.93    # of customers direct labour charges, rate of return, asset charge
5320* 150,468.20      111,346.47     74.00% 26.00% 0.00% 154,404.00     43,057.53    Relative bad debt w/os direct labour charges, rate of return, asset charge
5405 131,932.75      73,882.34       56.00% 44.00% 0.00% 79,506.00        5,623.66       # of customers direct labour, cost of capital, asset charge
5410 531,974.80      297,905.89     56.00% 44.00% 0.00% 382,349.00     84,443.11    # of customers direct labour charges, cost of capital, asset charge, advertising
5605 373,326.63      109,608.70     29.36% 26.25% 15.84% 149,723.00     40,114.30    FTE work effort direct labour charges and registrations
5610 754,181.39      221,427.66     29.36% 26.25% 15.84% 260,858.00     39,430.34    FTE work effort registration, travel, cost of capital, asset charge
5615 957,754.73      281,196.79     29.36% 26.25% 15.84% 320,472.00     39,275.21    FTE work effort direct labour charges
5620 642,335.45      188,589.69     29.36% 26.25% 15.84% 261,662.00     73,072.31    FTE work effort letter of credit charge, cost of capital, asset charge
5630 247,991.88      72,810.42       29.36% 26.25% 15.84% 82,284.00        9,473.58       FTE work effort legal fees, cost of capital, asset charge
5635 30,455.25        8,941.66          29.36% 26.25% 15.84% 64,309.00        55,367.34    FTE work effort insurance
5665 4,169.10           1,224.05          29.36% 26.25% 15.84% 157,379.00     156,154.95  FTE work effort direct labour charges and assoc dues
5675 1,075,608.36  315,798.61     29.36% 26.25% 15.84% 343,458.00     27,659.39    FTE work effort Cost of capital and asset charge

5,847,361.38  2,213,143.46 2,905,424.00  692,280.54   
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2012

OEB Acct PUC Services
2012 

Distribution $ Distribution % Water $ Water % Services $ Services %
Distribution 

Bridge Yr

Direct 
Charge to 

Distribution Allocator Direct Charges to Distribution
4210 -$10,000.00
4325 -$610,000.00
4326 -$1,983,845.01
4327 -$7,897,363.39
4328 -$3,119,224.52
4329 -$317,640.79
4380 $2,548.38
4390 -$5,000.00
4405 -$1,500.00
5005 $0.00
5060 $205,658.19
5165 $231,310.70
5170 $6,473.38
5193 $648,020.68
5196 $2,246,040.22
5197 $90,069.45
5198 $53,523.58
5199 $601,952.70
5200 $66,945.97
5202 $8,297.34
5207 $9,853.12
5208 $576.63
5209 $9,132.18
5211 $39,906.42
5213 $707.55
5214 $0.00
5216 $8,657.06
5217 $13,967.77
5218 $8,304.33
5220 $2,888.19
5221 $6,659.39
5222 $155,345.42
5223 $6,780.34
5224 $418,847.27
5225 $1,507.32
5226 $147.16
5227 $15,380.06
5231 $21,464.94
5232 $20,275.25
5233 $43,510.73
5315 $810,911.79 $454,110.60 56.00% $356,801.19 44.00% $0.00 0.00% $515,879.00 $61,768.40 # of customers billing s/w and EBT hub
5320 $426,719.52 $238,962.93 56.00% $187,756.59 44.00% $0.00 0.00% $249,848.00 $10,885.07 # of customers direct labour charges, rate of return, asset charge
5405 $157,258.87 $88,064.97 56.00% $69,193.90 44.00% $0.00 0.00% $88,065.00 $0.03 # of customers direct labour, cost of captil, asset charge
5410 $689,165.55 $385,932.71 56.00% $303,232.84 44.00% $0.00 0.00% $456,820.00 $70,887.29 # of customers direct labour charges and advertising
5510 $250,957.46 $0.00 0.00% $0.00 0.00% $250,957.46 100.00% $0.00
5605 $301,232.42 $137,693.34 45.71% $114,106.84 37.88% $49,432.24 16.41% $195,181.00 $57,487.66 FTE work effort direct labour charges and registrations
5610 $1,023,208.29 $467,708.51 45.71% $387,591.30 37.88% $167,908.48 16.41% $475,415.00 $7,706.49 FTE work effort registration and travel
5615 $786,836.81 $359,663.11 45.71% $298,053.78 37.88% $129,119.92 16.41% $369,238.00 $9,574.89 FTE work effort direct labour charges
5620 $766,427.93 $350,334.21 45.71% $290,322.90 37.88% $125,770.82 16.41% $407,906.00 $57,571.79 FTE work effort letter of credit charge
5630 $320,745.62 $146,612.82 45.71% $121,498.44 37.88% $52,634.36 16.41% $179,779.00 $33,166.18 FTE work effort legal fees
5635 $16,346.14 $7,471.82 45.71% $6,191.92 37.88% $2,682.40 16.41% $68,243.00 $60,771.18 FTE work effort insurance
5665 $5,265.00 $2,406.63 45.71% $1,994.38 37.88% $863.99 16.41% $104,382.00 $101,975.37 FTE work effort direct labour charges and assoc dues
5675 $963,138.70 $440,250.70 45.71% $364,836.94 37.88% $158,051.06 16.41% $440,251.00 $0.30 FTE work effort
5705 $1,625,299.78
6030 $532,638.00
6035 $108,467.88
6110 $0.00
6206 $783.55
Grand Total -$214,418.68 $3,551,007.00

2013

OEB Acct PUC Services
2013 

Distribution $ Distribution % Water $ Water % Services $ Services %
Distribution 

Test Yr

Direct 
Charge to 

Distribution Allocator Direct Charges to Distribution
5315 809,133.96      453,115.02     56.00% 44.00% 0.00% 547,559.12     94,444.11    # of customers billing s/w and EBT hub
5320 438,166.89      245,373.46     56.00% 44.00% 0.00% 273,697.92     28,324.46    # of customers direct labour charges, rate of return, asset charge
5405 160,404.06      89,826.27       56.00% 44.00% 0.00% 96,259.42        6,433.15       # of customers direct labour, cost of capital, asset charge
5410 707,280.77      396,077.23     56.00% 44.00% 0.00% 499,960.74     103,883.51  # of customers direct labour charges, cost of capital, asset charge, advertising
5605 286,767.61      131,081.47     45.71% 37.88% 16.41% 190,953.15     59,871.68    FTE work effort direct labour charges and registrations
5610 1,041,862.11  476,235.17     45.71% 37.88% 16.41% 517,843.33     41,608.16    FTE work effort registration, travel, cost of capital, asset charge
5615 807,016.30      368,887.15     45.71% 37.88% 16.41% 402,071.36     33,184.21    FTE work effort direct labour charges
5620 782,935.99      357,880.04     45.71% 37.88% 16.41% 437,091.45     79,211.41    FTE work effort letter of credit charge, cost of capital, asset charge
5630 330,999.78      151,300.00     45.71% 37.88% 16.41% 191,498.07     40,198.07    FTE work effort legal fees, cost of capital, asset charge
5635 16,598.67        7,587.25          45.71% 37.88% 16.41% 72,427.69        64,840.44    FTE work effort insurance
5665 5,250.49           2,400.00          45.71% 37.88% 16.41% 97,382.39        94,982.39    FTE work effort direct labour charges and assoc dues
5675 1,431,382.17  654,284.79     45.71% 37.88% 16.41% 654,284.79     0.00               FTE work effort

6,817,798.80  3,334,047.86 3,981,029.44  646,981.58   
 

c) Invoices are not prepared for affiliates. The entry directly goes to the G/L monthly for allocation 
of shared costs.  
 
d) Invoices are not prepared for affiliates. The entry directly goes to the G/L monthly for 
allocation of shared costs.  
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e) PUC has provided below the breakdown of source and type of revenues of PUC Services Inc. 
 
 

 
2011 2012 2013 

 Management 
Fees $8,105,775 $7,849,213 $10,741,737 Affiliates - PUC Distribution, Public Utilities Commission 

Contract 
Services $4,935,833 $4,730,339 $4,610,760 

City of SSM, various municipalities along Hwy 
17 East, Espanola Hydro, Algoma District 
Services Admin Board, Algoma District School 
Board, Huron Superior Catholic School Board, 
Airport Water Supply, Prince Township 
Community Centre 

Streetlights $608,000 $545,302 $650,000 City of SSM 
Miscellaneous $229,478 $138,673 $146,000   
Generation $63,664 $224,839 $662,700   

 
$13,942,750 $13,488,366 $16,811,197 

  
f) PUC has included the RDI consulting Inc. report as Appendix F. PUC does not have any 
updates or changes to the RDI report. 

  
g) PUC has provided any reports, memos, and presentations dealing in whole or in part with the 
justification for the new positions as Appendix K – Reports, Memos and Justification for new 
positions.  
 

Exhibit 4 - Issue #7  - Purchases from non-affiliates 
 
Board Staff – IR 4-Staff-38 
 
Ref: Exh 4-2-4, Page 3 
 

a) Regarding the purchase of non-affiliate services, did PUC obtain any of them 
without a competitive tender? 
 

b)  If the response to (a) is affirmative, please provide a summary of the nature of the 
product or service that is the subject of the transaction and a description of the 
specific methodology used in determining the vendor (including a summary of the 
tendering process/cost approach, etc.). 
 
 

PUC Response 
 

 
a) PUC did obtain some services from non-affiliates without a competitive tender.  

 
b) All purchases are in compliance with PUC’s procurement policy included in Exhibt 4, 

Tab2, Schedule 5. A service may be purchased without a competitive tender for the 
following reasons: 

• there is only one local vendor 
• quotes were obtained  
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• the service was immaterial 

 
Board Staff – IR 4-Staff-39 
 
Ref:  Exh 1-1-13, Page 1 
PUC states the following: 
 
PUC Services also provides services to entities outside the affiliated group - water treatment, 
wastewater treatment, and billing and customer care services under a number of contracts. 
These services are provided at rates negotiated between the parties, but in all cases are on 
a for-profit basis. 
 
Board staff notes that water treatment and waste water treatment entities are included in the 
corporate entities relationship chart. 
 
Please clarify how these entities are classified as “outside the affiliated group”? 
 
PUC Response 
 
The water treatment and waste water treatment entities are not considered outside the affiliated 
group. The sentence should have read, “PUC Services also provides services to entities outside 
the affiliated group, water treatment and wastewater treatment…..” 
PUC Services provides general management and customer care services to Espanola Regional 
Hydro Distribution Corporation. PUC Services operates two waste water treatment plants under 
contract including Blind River, Echo Bay, Desbarats, Township of North Shore, Sault Ste. Marie 
Airport, the Algoma District School Board, the Huron Superior Catholic School Board, and 
Richards Landing.  

 
 
SEC – IR 4-SEC-28 
 
[4/2/5] 
 Please provide details of the roles of PUC Services Inc. and the Applicant in procurement. 
 
 
PUC Response 
 
PUC Services does procurement for PUC Distribution in accordance with the policy as part of the 
administrative functions.  
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Exhibit 4 - Issue #8 – LRAM and LRAMVA 
 
Board Staff – IR 4-Staff-40 
 
Ref: Exh 4-2-8, Page 1 
Ref:  Additional Information, December 4, 2012, pages 2-88, LRAM and LRAMVA 
 
In PUC’s application, it proposed to defer the recovery of any lost revenues from conservation 
and demand management (“CDM”) programs in 2011 until its next rate application. 
 
On December 4, 2012, PUC filed additional information in response to a request from Board 
staff.  PUC is now proposing to recover a total of $178,871 in lost revenues consisting of 
$141,118 from the persisting lost revenues in 2011 from 2005-2010 CDM programs, and 
$37,753 from lost revenues in 2011 from 2011 CDM programs.  PUC has requested a one-
year recovery. 
 
Board staff will be referring to the persisting lost revenues from PUC’s 2005-2010 CDM 
programs as the LRAM amount and the lost revenues from PUC Distribution Inc.’s 2011 CDM 
programs as the LRAMVA amount. 
 
 
LRAM 

a) Please discuss if PUC is open to recovering its persisting lost revenues from January 
1, 2012 to April 30, 2012 from 2005-2010 CDM programs at this time. 
 

b) Please confirm that the persisting lost revenues from January 1, 2012 to April 30, 2012 
from 2005-2010 CDM programs is $32,459 which includes $159 in carrying charges. 
 

c) Please update Table 4 – Summary of 2011 LRAM claim on page 7 of 97 to also 
include the persisting lost revenues from January 1, 2012 to April 30, 2012 from 2005-
2010 CDM programs. 

 
d)  Please update Table 14 – LRAM Rate Rider Calculations on page 88 of 97 to include 

the persisting lost revenues from January 1, 2012 to April 30, 2012 from 2005-2010 
CDM programs. 

 
 
LRAMVA 

e) Please provide a reference or provide supporting documentation for where PUC found or 
calculated the net kWh savings shown in Table 7 – General Service <50 kW 2011 Net 
kWh Savings on page 53 of 97 for the Efficiency: Equipment Replacement program of 
108,666 kWh. 
 

f) Please provide a reference or provide supporting documentation for where PUC found 
or calculated the net kW savings shown in Table 9 – General Service > 50 kW 2011 
Net kW Savings on page 54 of 97 for the Efficiency: Equipment Replacement (from 
C&I program schedule) program of 1,308 kW. 
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LRAM/LRAMVA Rate Riders 
 

g)  Please update Table 14 – LRAM Rate Rider Calculation and provide separate rate rider 
calculations for both the LRAM amount (for persisting lost revenues from 2005-2010 
CDM Programs) and the LRAMVA amount (for lost revenues from 2011 CDM programs).  
With respect to the LRAM amount (for persisting lost revenues from 2005-2010 CDM 
programs), please provide two LRAM rate riders amounts, one inclusive of persisting lost 
revenues from January 1, 2012 to April 30, 2012 and one exclusive of persisting lost 
revenues from January 1, 2012 to April 30, 2012. 

 
 
PUC Response 
 

a) PUC is open to recovering its persisting lost revenues from January 1, 2012 to April 30, 
2012 from 2005-2010 CDM programs at this time. Although PUC has not made the 
changes in the interrogatory responses.  
 

b) PUC confirms the persisting lost revenues from January 1, 2012 to April 30, 2012 from 
2005-2010 CDM programs is $32,459 which includes $159 in carrying charges. 

 
c) PUC has revised Table 4 to include the persisting lost revenues from January 1, 2012 

to April 30, 2012 from the 2005-2010 CDM programs of $32,459 as requested in b) 
above and 2005-2010 CDM programs with persisting losses in 2011 of $102,281 for a 
total of $134,740. PUC notes in the Board’s IR it states the lost revenues consisting of 
$141,118 from the persisting lost revenues in 2011 from 2005-2010 CDM programs. As 
an oversight PUC included the incorrect amount in the Table 14 of the additional 
information. The correct claim for pre-2011 CDM activities related to the persistence of 
CDM activities form 2005 through 2010 occurring in 2011 is $102,281 not $141,118. 
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d) PUC has updated Table 14 to include the LRAM rate Rider calculations to include 
the persisting lost revenue from January 1, 2012 to April 30, 2012 from 2005-2010 
CDM programs.  
 

 
 

 
e) & f)  

PUC analyzed the number of applications by rate class and determined 85% related to 
the General Service >50 and 15% related to the General Service < 50 customers. PUC 
applied the ratios to the net savings identified for the program in the 2011 Final Annual 
Report Data issued by the OPA. Therefore, calculating kWh savings for General Service 
<50 is 0.15*724,440 = 108,666.  

The same approach was used to determine the net kW savings for General Service >50 
achieved from the Efficiency: Equipment Replacement program thus .85*128*12 = 1,308.   
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g) PUC updated Table 14 below to provide separate rate riders for both the LRAM 
amounts (for persisting lost revenues from 2005-2010 CDM programs) and the 
LRAMVA amount. PUC included 2 LRAM rate rider amounts, one inclusive of 
persisting lost revenues from January 1, 2012 to April 30, 2012 and one exclusive of 
persisting lost revenues from January 1, 2012 to April 30, 2012.  
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VECC– IR 9-VECC-41 
 
Reference: Additional Information, pgs. 7, 56, 88 

a) Please reconcile the LRAM total claim of $178,871 with the amounts shown at Table 
4  (LRAM total $102,281) and Table 13 (LRAMVA total $37,753) and both with Table 
14 (total $178,871). 

 
 
PUC Response 
 

a) As an oversight, PUC included the incorrect LRAM amounts in Table 14. The total 
LRAM claim is $102,281 and LRAMVA is $37,753 for a total of $140,034. As a result of 
the interrogatories, PUC has corrected the LRAM rate rider to reflect the $102,281. 
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Exhibit 4 - Issue #9 – Budgeted OM&A 
 
Board Staff – IR 4-Staff-41 
 
Ref: Exh 4-2-1, Page 2 
On page 2 of this exhibit PUC states: 
 
For budgeting purposes, PUC used an overall inflationary rate for general OM&A of 
GDP‐IPI as per the OEB filing guidelines. For wages PUC used a 2% inflationary increase 
factor. PUC is contractually obligated under the collective agreement to provide a 3% 
wage increase as of May 1, 2013. 
 

a) Please explain why PUC has used a 2% wage increase factor if there is a 3% wage 
increase as of May 1, 2013 per the established collective agreement. 

  
b) In response to (a), was the inflationary increase applied to all employees? 

 
PUC Response 
 

a) Since the 3% increase is not effective until May 1, 2013, PUC included 2/3 of the 3% 
increase in the test year which resulted in a 2% wage increase factor.  
 

b) PUC confirms the inflationary increase was applied to all employees.   
 
 
 
Board Staff – IR 4-Staff-42 
 
Ref:  Exh 4-2-2, Page 3, Table 4-6 
 
Please explain the increases for the 2012 bridge and 2013 test years for each of the 
following accounts, as shown in Table 4-6: 
 
a)  Account 5405 – Supervision 
b)  Account 5410 – Community Relations – Sundry; and 
c)  Account 5420 – Community Safety Program. 
 
PUC Response 
 
a)  Account 5405 – Supervision – Increase due to increase in management labour allocation in 
2012 – staff increase.  
 
b)  Account 5410 – Increased labour charged directly to PUC Distribution and increase 
labour allocated from PUC Services – staff increase. 
 
c)  Account 5420 – Community Safety Program – increased cost due change in delivery of 
schools safety program from internal staff to outside resource. 
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Board Staff – IR 4-Staff-43 
 
Ref:  Exh 4-2-2, Page 4, Table 4-8 & Page 8 
In Table 4-8 title “OM&A Cost Driver Table”, PUC documents an increase of $252,000 for 
TOU/Smart Meter costs for the 2013 test year OM&A.  On page 8, PUC states:  “The 2013 test 
year includes the increased outside costs to operate smart meters and perform time‐of‐use 
[“TOU”] billing net of the reduction due to the elimination of contracted meter reads.” 
 
a)  Please provide estimates for each of: 
i.   Increased outside costs to operate smart meters; 
ii.  Costs to perform TOU billing; and 
iii. Reduction due to the elimination of contracted meter reads. 
         b)  Have all contracted meter reads been eliminated? 
         c)  Please explain why there are increased costs for the operation of smart meters. 
 
 
PUC Response 
 

a) The projected 2013 test year costs related to operating smart meters is as follows: 
 
 

Desc 2013  
Meter Reading Contractor $30,000 
Meter Reading Exp Phone $4,400 
Meter Reading Stationary $0 
Meter Reading Labour $16,683 
Meter Reading Labour OH $6,532 
Meter Reading Truck $2,040 
Meter Reading MV90 Costs $15,000 
Meter Reading Exp Misc $0 
Automated Metering Infrastructure (AMI) $150,000 
Sync Operator $45,000 
Operational Data Store $70,000 
AS2 Client $2,333 
Web presentment $10,000 
Asset charge $25,209 
Sub-Total  377,197 
Less: Reduced Contracted meter reads (122,524) 
Total 254,673 

    
b) All contract meter reads have not been eliminated.  
 
c) please refer to the table above for a list of costs associated with the operation of smart meters.  
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VECC – IR-VECC-27 
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 18 
a) Please provide in tabular form a breakdown of account 5310 “Meter Reading Expenses” for 

2008 (actuals) and 2013 forecast. 

 
 
PUC Response 
 
a) PUC has provided below a breakdown of account 5310 Meter Reading Expenses.  
 

Desc 
2008 

audited 
2013 

Budget 
Meter Reading Contractor $152,524 $30,000 
Meter Reading Exp Phone $2,734 $4,400 
Meter Reading Stationary $800 $0 
Meter Reading Labour $7,388 $16,683 
Meter Reading Labour OH $3,072 $6,532 
Meter Reading Truck $381 $2,040 
Meter Reading MV90 Costs $14,121 $15,000 
Meter Reading Exp Misc $597 $0 
Automated Metering Infrastructure (AMI)   $150,000 
Sync Operator   $45,000 
Operational Data Store   $70,000 
AS2 Client   $2,333 
Web presentment   $10,000 
Asset charge $11,200 $25,209 

 
$192,817 $377,197 

   
Increased smart meter costs of $277,333. Reduced contracted meter reads of $122,524. 
 
 
 
VECC – IR-VECC-28 
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 17, 21 
a) Please provide cost of each of the studies for (i) Smart Grid Plan; (ii) Renewable Energy 

Plan; (iii) Electric Distribution System Coordination Study. 

 
PUC Response 
 
i) Smart Grid Plan – estimated at $50,000, actual $28,000 (Asset management plan) 
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ii) Renewable Energy Plan – (Green Energy Plan) – estimated at $25,000, actual 
$35,000 (Green Energy Plan) 
iii) Electric Distribution System Coordination Study – estimated at $50,000 
 
 
SEC – IR-SEC-25 
[4/2/2, p. 21]  
 
Please advise the cost of the Asset Management Plan. Please confirm that it was incurred in 
2012. Please advise why it is included as a regulatory cost, rather than as an operating cost. 
 
PUC Response 
 
The cost of the Asset Management Plan was $28,500 plus HST and was incurred in 2012. PUC 
included the Asset Management Plan as a regulatory cost as it was part of the rate application.  

 
VECC – IR-VECC-30 
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11 

a) Please provide a breakdown of the 2013 rate application costs into the following 
components: 

i. Consultants; 
ii. Legal;  
iii. Intervenor costs; and 
iv. Other hearing and publication costs (please describe). 

 

PUC Response 
 

Account Description $ 

5655 Consultants, legal, intervenor $31,250 

5085 Consultants $75,000/4=$18,750 

 
 
VECC – IR-VECC-29 
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 20 

a) Please provide a table similar to Table 4-10, which for 2011 compares PUC to the 
following cohort of similar utilities: North Bay Hydro Distribution; Greater Sudbury 
Hydro and Thunder Bay Hydro. 

 
PUC Response 
 
Based on the information in the 2011 Yearbook of Electricity Distributors published on September 
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13, 2012 PUC has compiled, to the best of its knowledge, the following information:  
 
 

 
 
 
VECC – IR 4-VECC-23 
 
Reference:  Exhibit 4, Tab 1, Schedule1, pg. 1 

 
a)  Please provide an update to Appendix 2-G (and 2-I) to show 2012 and 

2013 OM&A in GCAAP. 
 

b)  Please also update the tables to show year-end 2012 actuals (estimates) and any 
proposed changes to 2013 OM&A? 

 
PUC Response 
 

a) PUC has decided to stay on CGAAP and defer implementation of IFRS. Although not 
electing to implement IFRS for reporting purposes, PUC will adopt the extended useful 
lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the 
application for the bridge and test year as a change under MIFRS. 
 
The only changes PUC made to file under MIFRS for the bridge and test year were the 
change in useful lives, capitalization of overheads, and a 1575 deferred PP&E account. 
 
Since the changes in the estimated useful lives and capitalization of overheads can be 
made under CGAAP, the only change PUC is proposing to file under CGAAP is the 
removal of the request for a 1575 deferred PP&E account to have the application filed 
under CGAAP.  
 
Therefore, Appendix 2-G and 2-I would not require updating for the bridge and test year 
to be under CGAAP. The changes requested under MIFRS can be made under CGAAP 
as outlined in the Boards July 17, 2012 notice to electricity distributors.   
 

b) PUC has updated below Table 4-1 to included 2012 Actuals  
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VECC – IR 4-VECC-25 
 

Reference:  Exhibit 4, Tab 2, Schedule 2, pg. 5 
 
a)  Please provide details as to the “Railway crossing fees. ”What are the  amount of these fees 

in 2008 and what fess were ultimately negotiated and built into the 2013 application. 
 
PUC Response 
 
The 2013 budget does not include any allowance for increased railway crossing fees.  The 
anticipated increase was expected to be in the range of $143,636 which was negotiated prior to 
2008.  However PUC has yet to be invoiced by the railway company and there has been no 
further word from them since.  Therefore no allowance for increased fees has been included in 
the 2013 budget.  
 
 
VECC – IR 4-VECC-26 
 

Reference:  Exhibit 4, Tab 2, Schedule 2, pg. 11 / Appendix 2-G 
 

a)  The difference between 2008 Board Approved OM&A and 2013 OM&A (MIFRS) is 
$3,584,532 ($10,878,870-$7,294,338). Please provide a breakdown of the 
increase into the following components: 
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i. MIFRS accounting adjustments (capitalization/asset life); 

 ii. Incremental smart meter costs (show incremental FTEs); 
 iii. Incremental regulatory costs (show incremental FTEs); 
iv. Inflation (please provide inflation estimate and source); 
 v. Other (please provide a general description). 

 
 
PUC Response 
 
PUC has provided the breakdown below: 
 
Breakdown of OM&A increase 2008 to 2013

2013 test year $10,878,870
2008 approved $7,810,556
Increase $3,068,314

Inflation estimate @ 13% as per response to Board Staff – IR 4-Staff-28 $1,023,183
Incremental capitalization accounting adj $652,000
Incremental smart meter costs excluding labour $162,800
New building increase (property taxes) net of savings $296,000
Labour (FTE from 75 to 87) $927,000

$3,060,983

Labour increases Driver
FTE to 

Distribution Estimated $
Supervisor Billing TOU Billing 0.56               $54,740

Network Admin

Increased complexity of integrated network 
for communicaitons, smart meter 
infrastructure, SCADA network, corporate 
billing and accounting 0.46               $47,610

Business Systems Analyst

Increased complexity of enterprise s/w due 
to record keeping and reporting 
requirements 0.46               $36,501

Accounting supervisor
Increased complexity of record keeping and 
reporting requirements 0.46               $46,552

Office assistant operations

Increased complexity of enterprise s/w due 
to record keeping and reporting 
requirements 0.46               $28,037

Line planner Increased capital and maintenance activity 1.00               $95,450
Safety Supervisor Maintenance and enhance focus on safety 0.46               $44,965
Electrician P&M Electrical maintenance resource 0.46               $40,204
Maint. staff (partial assignment to line dept for flagging, etc.) Increased capital and maintenance activity 0.46               $28,037
Power line tech Increased capital and operating activity 1.00               $88,550
Substation electrician Increased capital and operating activity 1.00               $88,550
Electric System Operator Increased capital and operating activity 1.00               $88,550
Engineering Tech Increased capital and operating activity 1.00               $88,550
Smart Meter Analyst Utilization of smart meter data 1.00               $79,350
GIS Tech Increased capital and operating activity 1.00               $71,300

10.8               $926,946  
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VECC – IR 4-VECC-34 
 
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11 

a) Please explain the change in the percentage of costs allocated from accounts 5605 to 
5635, 5665 from approximately 30% prior to 2012 to nearly 41% since 2012. 

 
PUC Response 
 
PUC Distribution’s share of administrative expenses was not apportioned to capital in 2012 and 
2013.  PUC Distribution’s total share is consistent over the period listed below.   
 
 To Admin To Capital Total 

2009 30.10% 13.73% 43.83% 
2010 30.79% 14.88% 45.67% 
2011 29.36% 15.88% 45.24% 
2012 45.71% 0% 45.71% 
2013 45.71% 0% 45.71% 

 
 
 
 
Energy Probe – IR 4-EP-15 
 
Ref:  Exhibit 4, Tab 1, Schedule 1 
 
Please update Table 4-1 to include actual costs for 2012.  Please provide these actual costs for 
2012 on a CGAAP basis.  If actual data for all of 2012 is not yet available, please provide the 
most recent year-to-date actual information for 2012 in the same level of detail as shown Table 
4-1, along with the figures for the corresponding period in 2011. 
 
PUC Response  
 
PUC has updated Table 4-1 for 2012 actual costs. Refer to VECC – IR 4-VECC-23 above. 
 
 
 
SEC – IR 4-SEC-19 
 
[4/1/1, Table 4-1] 
 
Please provide actual OM&A for each category in 2012 for as many months as are currently 
available, and the comparable totals for the same period for each category in 2011.  
 
PUC Response  
 
 
PUC has updated Table 4-1 for 2012 actual costs. Refer to VECC – IR 4-VECC-23 above. 
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Energy Probe – IR 4-EP-16 
 
Ref:  Exhibit 4, Tab 2, Schedule 2 
 

a) Please explain what is included in account 5096 in Table 4-3 and explain the increase 
forecast between 2012 and 2013. 

b) Please explain the meter reading expense increase between 2012 and 2013 in account 
5310 shown in Table 4-5. 

c) Please explain what is included in account 5410 in Table 4-6.  Please breakout the costs 
for each of the major items included in this account for each year shown. 

d) Please explain the significant cost increases shown for 2012 and 2013 in account 5675 in 
Table 4-7. 

 
PUC Response  
 

a. Account 5096 is rental for PUC attachments on Bell poles.  This account was under 
budgeted in 2012 at $85,000,  The actual amount is $97,000 for 2012 and an estimate of 
$95,000 in the 2013 test year. 

b. The increase in meter reading expense is a result of additional expenses for time of use 
billing – see IR-VECC-27. 

c. PUC has provided a breakout the costs for each of the major items below. 

Description 2008 audited
2009 

audited 2010 audited 2011 audited
2012 

Budget 2013 Budget
2012 

preliminary
Labour $327,659.34 $325,773.01 $309,159.40 $311,436.57 $400,778.22 $409,147.69 $327,044.17
Software Maint $9,818.12 $12,566.87 $14,003.94 $12,431.63 $16,800.00 $16,800.00 $0.00
Training $2,932.00 $9,176.27 $0.00 $0.00 $8,960.00 $9,000.00 $0.00
Customer notificatons - radio/print $31,213.86 $30,172.46 $33,554.62 $30,719.40 $20,960.00 $28,800.00 $43,248.00
Cost of Capital/Asset Ch $23,057.02 $6,616.23 $30,769.22 $26,760.95 $6,522.08 $33,413.04 $30,185.37
Smart meter regulatory entry $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $142,790.00
misc (phone, postage) $2,259.00 $5,044.80 $11,957.75 $1,000.15 $2,800.00 $2,800.00 $8,021.76

$396,939.34 $389,349.64 $399,444.93 $382,348.70 $456,820.30 $499,960.74 $551,289.30  
 
 

d. The increase in 2012 costs over 2011 - The increased cost from 2012 to 2013 is a result 
of PUC’s share of the increased property taxes for the new building. 

 
 
Energy Probe – IR 4-EP-17 
 
Ref:  Exhibit 4, Tab 2, Schedule 2 &  
 Exhibit 6, Tab 2, Schedule 1 
 

a) Are the figures shown for 2012 and 2013 based on CGAAP (as labelled) or on MIFRS? 
 

b) Please indicate which account in Tables 4-3 through 4-7 the increased allocation of 
property tax for the new building (Item Q in Table 4-8) is reflected. 
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c) Please explain how reduced capital expenditures over the previous year for labour and 
material (Items M & N in Table 4-8) result in higher OM&A costs in 2012. 

 
d) Item O in Table 4-8 indicates an increase in OM&A costs associated with the transition to 

MIFRS of $652,000 in 2012, with no further increase shown for 2013.  Please reconcile 
this figure with the difference of $733,107 between CGAAP and MIFRS shown in Table 6-
3 in Exhibit 6, Tab 2, Schedule 1. 

 
e) Please update Table 4-8 to reflect actual data for 2012 (or actual data for as much of 

2012 as is currently available, along with an estimate for the remainder of the year).  
Please update the 2012 column based on CGAAP. 

 
f) Please reconcile the increase in property taxes shown in Table 4-8 of $296,000 in 2013 

with the forecast of property taxes shown in Table 6.1 of Exhibit 6, Tab 1, Schedule 1 of 
$50,000. 
 

g) Please provide the number of FTEEs (Table 4-10) for 2012 on an actual basis. 
 

h) Please show the assumptions used to arrive at the 13% inflation factor noted on page 11 
of Exhibit 4, Tab 2, Schedule 2 between 2008 and 2013 including the labour increases 
used for each year, the CPI used for each year, and the weights used to arrive at the final 
figure. 

 
 
PUC Response  
 

a) PUC assumes the question is referencing Table 4-8 OM&A Cost Drivers. In the table 2012 
and 2013 are labeled CGAAP but were originally intended to be labeled MIFRS. As noted 
above PUC is electing to defer adoption of IFRS but is electing to make the changes for 
asset useful lives and overhead capitalization policies (as originally files) under CGAAP. 
No other changes (with the exception of a 1575 PP&E account being removed) have been 
made to the application to file under CGAAP.  
 

b) The increase in the property taxes for the new building as outlines in Table 4-8 is 
$296,000.  This amount is reflected in account 5675 and Maintenance of General Plant. 

 
c) Labour costs are either recorded as capital or OM&A depending on the project or task the 

employee is working on. If capital works are reduced in a given year less labour costs are 
allocated to capital. The result of less capitalized labour costs is that labour is allocated to 
OM&A.   

 
d) The increase in OM&A due to the change in capitalization of overhead from 2012 to 2013 

is $81,107 ($733,107-$652,000). This amount is spread over several OM&A accounts and 
was net against other changes in a specific account therefore it was not included on Table 
4-8 as material cost drivers. 

 
 

e) PUC updated Table 4-8 below to reflect actual unaudited data for 2012 based on CGAAP 
with changes in useful estimated lives and capitalization of overheads. 
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S. Smart meter entry in 2012 to clear accounts 1555 and 1556 as per rate order. 
T. Reduced line clearing costs due to favourable tender result. 
U. Smart meter entry in 2012 was a one-time entry to clear accounts 1555 and 1556. 
V. Budgeted increased costs in line clearing. 

 
 
f) The $50,000 shown in Table 6.1 is account 6150 – taxes other than income. The $296,000 
increase in 2013 property taxes is in account 5675. 

 

g) PUC has updated the Table below: 
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h) Please refer to Board Staff – IR 4-Staff-28 
 
 
SEC – IR 4-SEC-24 
 
[4/2/2, p.20] 
 
Please explain why the Applicant thinks an increase in OM&A per customer of $103.81, 47% 
over five years, is reasonable.  
 
 
PUC Response  
 
The increase is due to inflation, increased costs for TOU billing, increased property taxes for the 
new building, increased operating expenses due to the change in capitalization policy and 
increased labour costs in the areas of IT, accounting, line department, engineering, and safety. 
 
 Board Approved 2013 Test Year Increase 
OM&A $7,810,556 $10,878,870  
Customers 32,426 33,484  
Cost/Customer $240.87 $324.90 $84.03 (35%) 
 
 
 
SEC – IR 4-SEC-23 
 
[4/2/2, Table 4-9] 
 
 With respect to the variance analysis: 
 
a. Please identify and quantify any material changes in accounting treatment or practices 

(other than IFRS) that impact the comparability of line items between 2008 and 2013. 
 
b. Please explain the 72% increase in #5085, and provide a breakdown. 
 
c. Please describe all new Community Relationship Programs developed, and explain the 

30% increase in the Test Year. 
 
d. Please explain the 176% increase in Outside Services Employed. 
 
e. Please explain the 126% increase in #5675, and provide a breakdown. 
 
f.         Please explain the almost $500,000 increase in executive and management salaries and          

expenses.    
 
 
PUC Response  
 

a) The only material changes made by PUC were the method of allocating administrative 
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expenses and useful lives of assets.  
 

b) Labour (staff addition to maintain GIS), consulting costs (Smart Grid Plan, Renewable 
Energy Enabling Plan, Electric Distribution System Coordination Study), software costs 
(third party to assist with backlog in GIS updating) and the asset /rate of return charge 
(increased building depreciation) have increased since the 2008 test year.  
 
 

2008 test
2008 

audited
2009 

audited
2010 

audited
2011 

audited 2012 bridge
2012 

preliminary 2013 test
Labour $78,576.00 $61,161.05 $83,840.80 $92,346.18 $73,285.09 $157,810.22 $99,792.62 $161,140.13
Consultants $38,000.00 $5,413.05 $20,210.93 $26,058.67 $27,519.46 $65,000.00 $74,068.75 $77,500.00
Training $0.00 $0.00 $1,610.00 $2,128.83 $866.15 $4,000.00 $837.09 $4,000.00
ESA fees $15,000.00 $13,272.91 $13,706.54 $14,814.32 $17,994.44 $18,000.00 $14,863.80 $18,000.00
Trucking $433.00 -$509.93 $1,037.01 $2,678.29 $439.69 $200.00 $1,300.39 $204.00
Software $168,976.00 $167,782.05 $174,947.47 $184,429.12 $216,235.01 $252,000.00 $230,638.10 $252,000.00
Misc $0.00 $3,129.38 $6,159.54 $3,351.45 $78.26 $0.00 $2,168.44 $0.00
Asset ch/Rate of Return $23,240.27 $15,432.62 $22,543.65 $27,043.94 $25,797.89 $73,559.70 $28,426.73 $44,785.67

$324,225.27 $265,681.13 $324,055.94 $352,850.80 $362,215.99 $570,569.92 $452,095.92 $557,629.80  
 

c) On line access to time of use billing information has been introduced to customers. 
Staffing and staff training has been increased in this area in order to educate customers 
and to maintain/improve customer call response indices. 
 
Account 5410 
 

Description 2008 audited
2009 

audited 2010 audited 2011 audited
2012 

Budget 2013 Budget
2012 

preliminary
Labour $327,659.34 $325,773.01 $309,159.40 $311,436.57 $400,778.22 $409,147.69 $327,044.17
Software Maint $9,818.12 $12,566.87 $14,003.94 $12,431.63 $16,800.00 $16,800.00 $0.00
Training $2,932.00 $9,176.27 $0.00 $0.00 $8,960.00 $9,000.00 $0.00
Customer notificatons - radio/print $31,213.86 $30,172.46 $33,554.62 $30,719.40 $20,960.00 $28,800.00 $43,248.00
Cost of Capital/Asset Ch $23,057.02 $6,616.23 $30,769.22 $26,760.95 $6,522.08 $33,413.04 $30,185.37
Smart meter regulatory entry $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $142,790.00
misc (phone, postage) $2,259.00 $5,044.80 $11,957.75 $1,000.15 $2,800.00 $2,800.00 $8,021.76

$396,939.34 $389,349.64 $399,444.93 $382,348.70 $456,820.30 $499,960.74 $551,289.30  
 
 

d) This account increased by $51,000 due to not allocating administrative expenses to 
capital expenditures.  In addition, outside training costs have been increased in the areas 
of Asbestos awareness, ARC Flash Protection, PCB/oil spill training, and other safety 
related topics to be delivered to staff annually on a rotating basis. 
 
 

e) PUC has provided below a breakdown of account #5675. 
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2008 test 
detailed 2008 audited

2009 
audited

2010 
audited

2011 
audited

2012 
Budget

2013 
Budget

2012 
preliminary

Labour 52,049.38 51,014.63 55,417.65 75,304.72 83,074.66 86,635.40 68,936.30 122,969.29
Material 2,861.56 3,051.51 4,728.81 3,508.20 4,427.55 6,856.50 7,082.37 7,044.08
Trucking 7,175.26 5,052.32 3,225.90 4,776.43 7,300.30 10,513.30 10,859.63 16,832.14
Janitor 6,469.35 8,717.93 11,186.81 11,783.72 11,129.03 17,369.80 29,037.72 19,134.32
Property Taxes 55,752.86 52,967.30 51,446.37 49,618.67 47,512.62 75,820.75 372,172.57 74,267.33
Utilities 51,453.90 54,050.59 63,068.57 48,336.48 55,628.75 98,276.50 98,686.58 71,207.82
Insurance 2,738.49 2,398.15 2,669.20 3,082.55 5,500.21 4,361.19 6,129.08 9,599.90
Office Building 67,339.31 81,442.10 82,819.77 75,505.78 71,067.19 117,089.16 0.00 111,430.46
Cost of Cap/Asset Ch 0.00 13,240.93 0.00 0.00 24,171.24 0.00 0.00 36,485.00
Misc 43,213.81 37,456.56 54,305.44 40,638.65 33,646.79 23,328.10 61,380.54 45,133.08

289,053.92 309,392.02 328,868.52 312,555.20 343,458.34 440,250.70 654,284.79 514,103.42  
 

The major increases in this account are the increased property taxes from the new building 
($296,000) and the change in allocation method (portion not allocated to capital as in prior 
years) ($220,000).  The increased costs are offset by reductions in utilities and labour.  

 
f) The labour expense in this account increased by $415,000 from the 2008 test year due to not 

allocating a portion of costs to capital and added labour resources – shared resources were 
added for a Network Administrator, a Business Systems Analyst, a Supervisor of Safety & 
Environment, an Accounting Supervisor and an Office Assistant - Operations.  The remainder 
of the increase is attributable to not allocating other expenses to capital and increased 
software costs. 

 
SEC– IR 4-SEC-21 
 
[4/2/2, p.4]  
With respect to the OM&A Cost Driver Table: 
 
a. Please provide, with respect to each of the new FTEs approved by the Board in the last 

rebasing, the date the position was filled, and for each year from 2008 to 2013 the 
amount that was actually spent with respect to that position. 

 
b. Please explain why “reduced capital expenditures over prior year” resulted in an increase 

in OM&A in 2012, and further explain why that increase would continue in 2013 and 
beyond. 

 
PUC Response  
 
a) PUC has provided in the Table below, with respect to each of the new FTEs approved by 

the Board in the last rebasing, the date the position was filled, and for each year from 
2008 to 2013 the amount that was actually spent with respect to that position. 
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b) During 2011 labour resources were directed to a greater extent than normal to capital 
projects – the installation of infrastructure to enable the addition of major solar farms in 
Sault Ste. Marie.  The resources were available again in 2012 for operations and 
maintenance programs. 
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Exhibit 4 - Issue #10 – LEAP 
 
VECC – IR 4-VECC-31 
 
Reference: Exhibit 4, Tab 2, Schedule 2, pg.  22 

a) Please explain why PUC is not proposing to include in the application the full amount 
of the LEAP calculation of 0.12% of the revenue requirement? 
 

b) Please explain why PUC calculated the LEAP amount based on Based Revenue 
Requirement rather than the Service Revenue Requirement?  

 
PUC Response 
 

a)   PUC estimated the LEAP amount to be $20,000 in the rate application. The full 
amount of the LEAP calculation is $21,533. PUC used an estimate considering the 
rate application distribution revenue requirement would be changing before the final 
rate order is issued.  

 
b)      As per the OEB letter issued October 20, 2010 to all licensed electricity distributors 

(EB-2008-0150; EB-2009-0722; EB-2008-0346) the Board determined the funding 
level for LEAP to be the greater of 0.12% of a distributors’ Board-approved 
distribution revenue requirement or $2,000. PUC considers the base revenue 
requirement to be distribution revenue and that “other revenue” is not collected 
through rates and should not be included in the LEAP calculation. 
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Exhibit 4 - Issue #11 – PILs 

 
Energy Probe– IR 4-EP-19 
 
Ref:  Exhibit 4, Tab 3, Schedule 1 
 

a) Please confirm that the CCA schedule for the bridge year shown on page 13 reflects 
additions based on MIFRS for 2012. 

 
b) Please provide a CCA schedule for 2012 that is based on CGAAP based additions in 

2012. 
 

c) Please provide a revised CCA schedule for 2013 that reflects the UCC resulting from the 
CCA schedule requested in part (b) above. 

 
PUC Response 
 
a) b) and c) 
 
PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS. 
 
Although not electing to implement IFRS for reporting purposes, PUC will adopt the extended 
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the 
application for the bridge and test year.  
 
The only changes PUC made to file under MIFRS for the bridge and test year were the change in 
useful lives, capitalization of overheads, and a 1575 deferred PP&E account. 
 
Since the changes in the estimated useful lives and capitalization of overheads can be made 
under CGAAP, the only change PUC is proposing is the removal of the request for a 1575 
deferred PP&E account to file under CGAAP. The impacts of the changes in the useful lives and 
overhead capitalization policies effective January 1 2012 will be recorded in account 1576 – 
Accounting changes under CGAAP. 
 
Therefore, no changes are required to the 2012 CCA schedules to file under CGAAP.  
 
A revised PILs model has been submitted with these interrogatory responses to reflect the 
adjustments proposed in Board Staff - IR 1-Staff-2. The PILs amount in the original application 
was $276,281 and as a result of the interrogatories is $263,796. 
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Exhibit 4 - Issue #12 – Budgeting  
 
 
SEC– IR 4-SEC-20 
 

[4/2/1] 
 
 With respect to budgeting: 
 

a. Please confirm that budgeting is done by PUC Services Inc. for the entire 
enterprise, and then allocations are done to the distribution business. Assuming 
that is the case, for each of the following parts of this question, please provide the 
overall budget information as originally prepared.  
 

b. P. 1. Please provide, for the 2013 budgets, all materials in which “significant 
variances in spending from prior years”  have been “explained and documented”. 

c. P. 2.  Please provide the total labour budgets for each department. 
 

d. P. 2.  Please provide a list of asset categories that the Applicants operates on a 
“run to failure” basis. 

 
e. P. 3.  Please provide details of all adjustments to the Applicant’s “capital spending 

priorities” that actually took place in 2011and 2012, as referred to in line 3. 
 
PUC Response 
 

a. PUC Services prepares the budgets for the entire enterprise. 

b. The following budget statement was provided to the Board of Directors of PUC Distribution 
for approval.  Variance notes follow the statement.   
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PUC Distribution Inc.
BUDGET STATEMENT OF REVENUES AND EXPENSES
2013

Printed: 3/28/2013  14:35

w Actual YTD Actual
Annual 
Budget

Annual 
Budget

w 2011 2012 2012 2013 Var
Revenue
Distribution Revenue $14,612,624 $14,389,364 $15,441,056 $18,536,678 $3,095,623
Interest and Regulatory Carrying Charges $182,850 $66,760 $100,000 $102,000 $2,000
Management Fee Revenue $0 $0 $0 $1,317,275 $1,317,275
Miscellaneous Revenue $1,407,785 $698,954 $727,550 $838,630 $111,080
Total Revenue $16,203,259 $15,155,078 $16,268,606 $20,794,583 $4,525,977

w
Cost of Power
Cost of Power Revenue $60,116,743 $49,043,069 $66,472,943 $63,539,559 -$2,933,384
Cost of Power Expense $60,116,743 $49,277,136 $66,472,943 $63,539,559 -$2,933,384
Net Cost of Power $0 -$234,067 $0 $0 $0

w
Operating Expenses
Load Dispatching $228,090 $272,046 $288,072 $325,049 $36,978
Transmission $576 $5,020 $5,048 $5,149 $101
Stations $855,785 $847,020 $1,033,424 $1,277,496 $244,072
Overhead Lines $2,379,752 $1,642,401 $2,731,082 $2,471,722 -$259,360
Underground Lines $381,105 $288,666 $457,515 $373,231 -$84,285
Transformers $118,029 $91,106 $118,817 $117,205 -$1,612
Meters $394,485 $824,573 $513,587 $488,591 -$24,997
Miscellaneous Operating $362,216 $377,529 $695,570 $549,039 -$146,531
Engineering Operations $439,304 $442,868 $416,007 $546,250 $130,243
Total Operating Expenses $5,159,341 $4,791,230 $6,259,122 $6,153,732 -$105,390

w
General and Administrative Expenses
Billing and Collecting $1,111,440 $884,792 $989,246 $1,665,972 $676,726
Customer Service $485,554 $523,707 $585,052 $528,218 -$56,835
Administrative $992,265 $1,097,858 $1,447,740 $1,530,118 $82,378
Miscellaneous $548,846 $569,535 $704,154 $720,672 $16,518
Service Centre and Office Building $343,458 $574,975 $440,251 $716,540 $276,289
Total General and Administrative Expenses $3,481,564 $3,650,867 $4,166,443 $5,161,520 $995,077

w
CDM Program
CDM Revenue $412,945 $502,238 $1,570,161 $1,620,403 $50,242
CDM Expenses $412,945 $502,024 $1,567,613 $1,620,403 $52,790
Total CDM Program $0 $214 $2,548 $0 -$2,548

w
Depreciation $3,335,388 $3,737,547 $3,300,000 $3,400,000 $100,000

w
Interest Expense
Interest Related Party $1,618,576 $1,348,813 $1,618,576 $1,170,151 -$448,425
Other Interest $85,084 $212,094 $109,500 $1,216,750 $1,107,250
Total Interest Expense $1,703,660 $1,560,908 $1,728,076 $2,386,901 $658,825

w
Payment in Lieu of Taxes $466,500 -$333 $171,677 $288,157 $116,480

w
Total Expenses $14,146,454 $13,740,005 $15,622,769 $17,390,310 $1,767,541

w
Income/(Loss)  from Operations $2,056,805 $1,181,006 $645,836 $3,404,273 $2,758,437  
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2013 BUDGET FINANCIAL STATEMENT REVIEW 
 
PUC DISTRIBUTION 
 
Distribution Revenue 
Cost of service rate application – increased rates as of May 1, 2013 – based on 2013 

estimated costs and 2013 asset base 
Management Fee Revenue 
New building – charge to services for new building – asset charge and cost of capital 
Operating Expenses 

• Load Dispatching: SCADA operator 
• Stations: Increased labour allocation, Breaker Testing, Oil Reconditioning 
• Overhead Lines and Underground Lines: Reduced labour allocation 
• Miscellaneous Operating: Reduced labour allocation, reduced consulting costs 
• Engineering Operations: Increased labour – GIS Tech 

General and Administrative Expenses 
• Billing and Collecting: Smart meter and TOU costs – IESO fees, meter person 

reallocation 
• Service Centre and Office Buildings: Increased property taxes less cost savings, 

additional cost until buildings sold 
• Increase due to TOU billing & new building 

Interest Expense 
• Interest Related Party: Change in OEB deemed rate as a result of cost of service 

rate application from 6.1% to 4.41% 
• OEB deemed rate will be updated prior to rate approval 
• Other Interest: Smart meter loan, new building loan, infrastructure loan 

Income of $3.4 million 
 
c. PUC has provided below the total labour budgets for each department. 
 

PUC Services Inc. 
Available Hours Budget 2013 - Hourly 
 Standard Hrs Stat Hrs Vac Hrs OT        Avail Hrs      Budget $  
   

11 Corporate Services 22,912.00 832.00 1,128.00 200.00   21,152.00     $439,985.40 
31 Billing 13,650.00 577.50 1,192.50 110.00   11,990.00       $306,410.24 
32 Customer Service 14,700.00 622.50 1,080.00 75.00   13,072.50       $338,644.62 
34 Field Services 5,850.00 247.50 345.00 150.00    5,407.50       $184,913.15 
38 CDM 1,950.00 82.50 90.00 0.00    1,777.50         $44,075.25 
41 Finance 9,750.00 412.50 975.00 400.00    8,762.50       $256,572.66 
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 42 Collections - payments 3,900.00 165.00 292.50 10.00    3,452.50       $85,856.84 
 43 Collections - arrears 5,850.00 247.50 457.50 50.00    5,195.00     $137,210.35 
 44 Stores 6,722.00 288.00 528.00 100.00    6,006.00     $159,121.90 
 50 General 4,160.00 176.00 432.00 10.00    3,562.00       $91,687.60 
 51 Engineering 30,376.00 1,272.00 2,464.00 1,900.00   28,540.00  $1,027,681.23 
  
 52 Stations and Systems Control 18,720.00 792.00 1,664.00 1,150.00   17,414.00     $631,259.82 
 53 Line 67,016.00 2,600.00 4,944.00 4,500.00   63,972.00  $2,222,533.04 
  
 54 Water 34,402.00 1,408.00 3,096.00 3,600.00   33,498.00   $1,126,125.92 
  
 55 Water Treatment 48,274.00 1,760.00 3,120.00 1,500.00   44,894.00   $1,257,367.69 
  
 56 Environmental Services 29,548.00 1,192.00 1,848.00 1,500.00   28,008.00      $923,001.28 
  
 57 Meter 12,480.00 528.00 1,056.00 200.00   11,096.00      $342,621.35 

  330,260.0 13,203.00 24,712.50 15,455.00  307,799.5   $9,575,068.34 
 
Budgeted overhead (vacation, sickness, health benefits, CCP, EI, etc.) is an additional 40% 
(approximately) of labour dollars. 
 
PUC Services Inc. 
Salaried Staff Budget 2013 
 Total 
 President’s Office $470,234 
 Finance $921,209 
 Engineering $402,493 
 General $165,700 
 Meter $179,029 
 Stations and Systems Control $124,597 
 Line $329,801 
 Water $311,263 
 Water Treatment $413,122 
 Customer Service $819,706 
 Environmental Services $228,597 
 $4,365,749 

 
Budgeted overhead (health benefits, CPP, EI) is an additional 22% (approximately) of labour dollars. 

 
d. Generally speaking, “run to failure” assets include relatively low cost items where the cost to 

maintain the asset is high compared to its replacement cost and the impact of failure is 
relatively low. Assets of this nature include single phase pole-mount cut-outs (or 
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disconnects), insulators (in general, as there is limited maintenance that can be done other 
than cleaning), meters, sump pumps, and small kVA distribution transformers.  

 

e. In 2011, planned replacement of leaking power transformers at Sub17 (Budget allowance 
$300,000) was cancelled and efforts diverted to Conversion of Sub5 in order to eliminate 
Sub17 ahead of schedule.  Also, in response to deteriorating reliability, capital programs were 
started in 2011 and planned to continue to end of 2014 to replace defective disconnects and 
failure prone porcelain insulators.   
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EXHIBIT 5 – COST OF CAPITAL AND CAPITAL STRUCTURE 
 
 
Exhibit 5 - Issue #1 – Promissory Note and Debentures 
 
Board Staff – IR 5-Staff-44 
 
Ref: Exh 5-1-4, Page 3 
The Promissory Note issued by PUC to PUC Inc. states: 
 
The Borrower may, at any time, prepay the outstanding aggregate Principal amount of this 
Note whether in whole or in part without notice, bonus or penalty. 
 
Please comment on whether PUC has plans to monetize (ie: “pay off” or “replace”) its debt 
with the shareholder, PUC Inc. 
 
 
PUC Response 
 
PUC has no plans to monetize (ie: “pay off” or “replace”) its debt with the shareholder, PUC Inc. 
 
 
VECC – IR 5-VECC-35 
 
Reference: Exhibit 5, Tab 1, Schedule 1, pg. 2 

a) When does PUC expect to fix the rate for the 25 year debentures?  Please clarify if 
the debenture is to be with OIPC or another party.  What s PUC’s current estimate for 
the rate of the debenture? 

 
PUC Response 
 

a) The rate for the 25 year debenture is expected to be fixed in the third quarter of 2013 
with OIPC.  The current rate (March 26, 2013) for 25 years is 3.9%.  The final rate will be 
determined once the debenture is purchased by Infrastructure Ontario. 

 
 
SEC – IR 5-SEC-29 
 

[5/1/4, p.3] 
 
Please describe all actions, investigations, and other steps that have been taken by the 
Applicant to determine what cost savings would be possible by borrowing from third 
parties and utilizing the repayment right in the promissory note.   

 
PUC Response 
 
PUC Distribution has not considered replacing the current promissory notes with third party 
borrowing. 
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Energy Probe – IR 5-EP-21 
 
Ref:  Exhibit 5, Tab 1, Schedule 1 
 

a) What is the current status of loan payable #1 to Infrastructure Ontario?  Has it been 
converted to a 15 year term loan? 

 
b) What is the current status of loan payable #2 to Infrastructure Ontario?  Has it been 

converted to a fixed interest 25 year term loan? 
 

c) What are the current interest rates available from Infrastructure Ontario for term loans of 
15 and 25 years? 

 
PUC Response 
 

a) The loan payable #1 to Infrastructure Ontario has not yet been converted to a 15 year 
term loan. The conversion is expected to take place in the second or third quarter of 
2013. 
  

b)  The loan payable #2 to Infrastructure Ontario has not yet been converted to a fixed 25 
year term loan. The conversion is expected to take place in the second or third quarter of 
2013 

 
c) The current rate (March 26, 2013) for 25 years is 3.9%.  The final rate will be determined 

once the debenture is purchased by Infrastructure Ontario. 
 

The current rate (March 26, 2013) for 15 years is 3.4%.  The final rate will be determined 
once the debenture is purchased by Infrastructure Ontario. 



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 216 of 247 

 
EXHIBIT 6 - REVENUE DEFICIENCY OR SURPLUS 

 
 
Exhibit 6 - Issue #1 – IFRS 
 
Energy Probe – IR 6-EP-22 
 
Ref:  Exhibit 6, Tab 2, Schedule 1 
 
PUC has indicated that it is not moving to IFRS in 2013, but will do so in 2014.  Given that this 
means that the 2013 revenue requirement should be calculated under MCGAAP (Modified 
CGAAP) where the modifications to CGAAP relate only to the changes in the capitalization of 
overheads and the changes in depreciation rates, please provide a version of Tables 6-2 and 6-3 
that show the impact of going from CGAAP to MCGAAP.  Please also assume that there is no 
PP&E Deferral Account since there is no transition to IFRS in 2013. 
 
PUC Response 
 
PUC confirms it is not moving to IFRS in 2013 and is requesting the application be approved by 
the Board under CGAAP. 
 
Although not electing to implement IFRS for reporting purposes, PUC did adopt the extended 
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the 
application for the bridge and test year. 

 
The only changes PUC made to file under MIFRS for the bridge and test year were the change in 
useful lives, capitalization of overheads, and a 1575 deferred PP&E account. 

 
Since the changes in the estimated useful lives and capitalization of overheads can be made 
under CGAAP, the only change PUC is proposing to file under CGAAP is the removal of the 
request for a 1575 deferred PP&E account. 
  
PUC has proposed changes as a result of the interrogatories in Board Staff - IR 1-Staff-2. The 
changes include removal of the request for a 1575 deferred PP&E account.  
 
A revised Table 6-2 and 6-3 are included below which reflect all changes proposed as a result of 
the interrogatories.  
 
 

Table 6-2 Impact on Rate Base Due to Change in Useful lives and Capitalization of Overheads 

Rate Base CGAAP – no change in 
estimated useful lives and 
overhead capitalization 

CGAAP – with change in 
estimated useful live and 
overhead capitalization 

   
2013  Net Fixed Assets 
Opening 

80,369,401 80,704,733 

2013 Net Fixed Assets Closing 83,243,549 83,922,280 
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Average Net Fixed Assets 81,806,475 82,313,506 
   
Working Capital Allowance 10,046,848 10,142,152 
   
Rate Base 91,853,323 92,455,658 
   
Difference in Rate Base  602,335 
   
Regulated Rate of Return  5.98% 
   
Increase in Regulated Return 
on Capital in 2013 Test Year 
using MIFRS 

 $ 36,019 

 

Table 6-3 Impact on Revenue Requirement Due to Change in Useful lives and Capitalization of 
Overheads 

Revenue Requirement CGAAP MIFRS Difference 
    
Depreciation 4,493,943 3,407,501 (1,086,442) 
PILs 481,099 263,796 (217,303) 
OM&A  10,195,763 10,928,870 733,107 
Increase in regulated return from above   36,019 
Impact on Revenue Requirement   (534,619) 
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EXHIBIT 7 – COST ALLOCATION 
 
 
Exhibit 7 - Issue #1 – Revenue to Cost Ratios 
 
Board Staff – IR 7-Staff-45 
 
Ref:  Exh 7-1-2, Table 7-4 
PUC filed the following table: 
 

 
 

a) If the proposed ratios for the Street Lighting and Sentinel Lighting classes were 
increased to 90%, please recalculate the proposed ratio for the GS > 50 kW class. 
 

b) Please comment on whether the results of (a) would be appropriate for rate 
making purposes. 
 

PUC Response 
 

a) If the proposed ratios for Street Lights and Sentinel Lighting rate classes were 
increased to 90% the revised proposed ratio for the GS>50 kW rate class would 
be  116.1%. 
 

b) The above change results in the bill impacts for the sentinel and street light rate 
class to be greater than 10%. The resulting total bill impact for sentinel light 
customers is 17.44% and the street light rate class is 19.70%.  
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VECC– IR 7-VECC-37 
 
Reference: Exhibit 7, Tab 1, Schedule 2, page 3 

a) Why is PUC proposing to increase the R/C ratio for Residential but not change the 
one for the Street Lighting class which has a lower “status quo” ratio? 

b) Please provide the R/C ratios that would result if the GS>50 ratio was reduced as 
proposed and then the following steps were implemented to the extent required to 
offset the revenue shortfall: 

• The Sentinel ratio was increased to 80%, followed by  
• The Sentinel and Street Lighting ratios are increased to 93.21% as necessary 

and,  
• If necessary, the ratios for Residential, Sentinel and Street Lighting were all 

increased. 

 
PUC Response 
 

a) The changes in the revenue-to-cost ratios for the GS>50 and the Sentinel lights 
was offset in the residential rate class. The percentage increase to the residential 
ratio was minimal at 0.09%.  
 

b) PUC proposed the reduction to the GS>50 customers to 120% from 120.52% and 
the Sentinel Light to 80% in the original application. PUC has included the ratios if 
the street lights and sentinel lights are increased to 93.21 %. The offset is to the 
residential rate class. 
 

   
 
Energy Probe – IR 7-EP-23 
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Ref:  Exhibit 7, Tab 1, Schedule 2 
 
With respect to the proposed revenue to cost ratios shown in Table 7-4, please assume that the 
GS > 50 class is reduced to 120% and the street lighting and sentinel classes are set equal to 
one another, with no changes in the ratios for any of the other classes.  What is the ratio required 
for the sentinel and street lighting classes that keeps PUC revenue neutral? 
 
PUC Response 
 
The ratios required for the sentinel and street lights is 79.5% as shown in the table below. 
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Exhibit 7 - Issue #2 – Weighting Factors 
 
 
Board Staff – IR 7-Staff-46 
 
Ref: 2013 Cost Allocation Model, Sheet I5.2 Weighting Factors 
Ref:  Board Report EB-2010-0219, “Review of Electricity Distribution Cost Allocation 
Policy “March 31, 2011. Page 26 
 
As stated in the Board Report: 
The Board is of the view that default weighting factors should be utilized only in exceptional 
circumstances. In general, distributors have had sufficient time since preparing their 2006 Cost 
Allocation Information Filings to have gained the experience necessary to enable them to 
propose appropriate distributor-specific weighting factors. 
Default values and the basis on which they were derived will be included in the documentation; 
however, any distributor that proposes to use those default values will be required to 
demonstrate that they are appropriate given their specific circumstances. 
 
Please confirm that PUC provides service facilities to GS>50 kW customers and that the 
weighting factor recorded in Account 1855 is 10X the average for Residential customers. 
 
PUC Response 
 
PUC has estimated the GS>50 kW customers weight factor in account 1855 is 10X the average 
for a residential customer. PUC does not record historical costs in account 1855 based on 
residential and general service rate classes. As per discussions with PUC engineering staff, an 
estimated 10X weight factor for GS>50 kW customers appears to be reasonable.    
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Exhibit 7 - Issue #3 – Meter Reading Costs 
 
Board Staff – IR 7-Staff-47 
 
Ref: 2013 Cost Allocation Model, Sheet I7.2 Meter Reading 
Ref: 2013 Cost Allocation Model, Sheet O1 Revenue to Cost 
 
Board staff notes that Sheet I7.2 has not been completed by PUC. 
 
Please complete sheet I7.2 and identify any changes to the results on sheet O1. 
 
PUC Response 
PUC has completed sheet I7.2 in the cost allocation model. The meter reading costs were 
allocated based on the number of installed meters for each rate class as approved in PUC’s 
smart meter rate application EB-2012-0084. 
 
PUC also changed the allocator for meter reading expense from CWMC to CWMR as indicated 
in Board Staff IR–7–Staff-48.  
 
As a result of the interrogatories, PUC has filed an updated cost allocation model with 
adjustments as PUC Distribution_IRR_Cost Allocation Model_20130404.  
 
Board Staff – IR 7-Staff-48 
 
Ref: 2013 Cost Allocation Model, Sheet E4 TB Allocation Details 
Board staff notes that account 5310, Meter Reading Expense, is being allocated by CWMC as 
opposed to the default setting of CWMR. 
 
a) Please comment on why PUC has chosen to allocate account 5310 by CWMC versus 

CWMR. 
 

b) If PUC deems CWMR to be the correct allocator, please correct and re-file the cost 
allocation model. 

 

PUC Response 
 
a) Upon further review, PUC agrees the CWMR (weighted meter reading costs) is the better 

allocator for account 5310 - Meter Reading Expense. 
 
b) PUC re-filed, with the interrogatory responses, a revised cost allocation model that 

reflects the change to the CWMR allocator and a completed sheet I7.2 to include 
weighting factors for meter reads.  

 
 
VECC – IR 7-VECC-36 
 
Reference: Exhibit 7, Tab 1, Schedule 1 
  Cost Allocation Model  
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a) CA Model Sheets I6.2 and I7.2 do not include any weighting factors for meter reading.  

How were meter reading costs allocated to customer classes? 

b) What is the basis for the smart meter costs by customer class shown in Sheet I7.1? 

c) How is the meter data for GS>50 customers with smart meters processed (i.e. does PUC 
do it or is it processed by the IESO/SME’s MDM/R)? 

 

PUC Response 
 

a)  Meter reading costs were allocated based on CWMC (weighted meter capital). Upon 
further review, PUC has determined the more appropriate allocator would be CWMR 
(weighted meter reading costs). PUC has completed the weight factors on sheet I7.2 and 
sheet I6.2. A revised Cost allocation model has been submitted with the interrogatory 
responses and reflects all changes proposed as a result of the interrogatories listed in 
Board Staff - IR 1-Staff-2. 

 
 
b)  The basis for the smart meter costs by customer class on sheet I7.1 is the average smart 

meter unit cost by rate class approved in PUC’s Smart Meter Final Disposition Application 
EB-2012-0084. The number of customers is from PUC’s 2013 test year load forecast in 
Exhibit 3.  

 
c)   PUC has not synchronized the GS>50 customers with smart meters with the IESO/SME’s     

MDM/R.   
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EXHIBIT 8 – RATE DESIGN 
 
Exhibit 8 - Issue #1 – Tariff Sheet  
 
Board Staff – IR 8-Staff-49 
 
Ref:  Exh 8-2-1 
The 3rd paragraph in the “Application” section of the tariff sheet for each rate class reads 
as follows: 
 
Unless specifically noted, this schedule does not contain any charges for the electricity 
commodity, be it under the Regulated Price Plan, a contract with a retailer or the wholesale 
market price, as applicable. 
 
Based on recent Tariff of Rates and Charges approved by the Board in 2013 rate 
applications, the above paragraph should be amended as follows: 
 
Unless specifically noted, this schedule does not contain any charges for the electricity 
commodity, be it under the Regulated Price Plan, a contract with a retailer or the 
wholesale market price, as applicable.  In addition, the charges in the MONTHLY 
RATES AND CHARGES – Regulatory Component of this schedule do not apply to a 
customer that is an embedded wholesale market participant. 
 
Please confirm whether PUC has any concerns with the noted change to be applied to those 
classes for which the regulatory component applies, and if so, why. 
 
PUC Response  
 
PUC has no concerns with the above noted change in the paragraph of the tariff sheet for those 
classes which the regulatory component applies.  



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 225 of 247 

 
Exhibit 8 - Issue # 2 – Retail Transmission Service Rates  
 
Board Staff – IR 8-Staff-50 
 
Ref:  Exh 8-1-4 
On December 20, 2012, the Board issued updated Uniform Transmission Rates that are 
effective January 1, 2013. Please file a revised RTSR workform that reflects the new UTRs. 
 
PUC Response 
 
PUC has updated the RTSR workform to reflect the Uniform Transmission Rates effective 
January 1, 2103.  A summary of the changes are in the table below and a revised electronic 
excel copy is filed with the interrogatory responses. 
 

 
 
 
 
 
VECC – IR 8-VECC-38 
Reference: Exhibit 8, Tab 1, Schedule 4 

a)  Please update the proposed RTSRs to reflect the UTRs approved by the Board for 2013 
(EB-2012-0031). 

 

PUC Response 
 
a)     PUC has updated the RTSR workform to reflect the Uniform Transmission Rates effective 

January 1, 2103.  A summary of the changes are in the table above and a revised 
electronic excel copy of the model is filed with the interrogatory responses. 
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Exhibit 8 - Issue #3 – Loss Factors 
 
Board Staff – IR 8-Staff-51 
 
Ref:  Exh 8-1-5 
Board staff notes that the total loss factor for the primary metered customer less than 5000 kW is 
not consistent with the primary metering allowance for transformer losses. Board staff notes that 
the total loss factor for the primary metered customer less than 5000 kW should be 99% of the 
total loss factor for the secondary metered customer less than 5000 kW. 
 
Please provide the calculations used to compute the total loss factor for the primary 
metered customer less than 5000 kW. 
 
PUC Response 
 
In the application PUC applied the historical difference in the loss factors between the 
secondary and primary metered customers.  
 
PUC agrees with Board Staff that the primary metered customer less than 5,000 kW should be 
99% of the total loss factor for the secondary metered customer less than 5,000kW. PUC has 
revised the loss factors as follows: 
 

Total Loss Factor – Secondary Metered Customer < 5,000 kW 1.0489 
Total Loss Factor – Primary Metered Customer < 5,000 kW  1.0385 
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Exhibit 8 - Issue #4 – Volumetric Rate for GS>50 
 
 
SEC – IR 8-SEC-30 
 

SEC - 1 [8/1/3, p. 2]  Please recalculate the volumetric rate for GS>50 on the basis that the 
monthly fixed charge is set at 120% of Minimum system with PLCC, i.e. $34.61. 

 
PUC Response  
 
PUC has recalculated the volumetric rate for the GS>50 rate class on the basis that the fixed 
monthly charge is set a $34.61. The resulting variable charge, as shown in the table below, is 
$6.4139 per kW compared to $5.3209 per kW in the application. 
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EXHIBIT 9 – DEFERRAL AND VARIANCE ACCOUTS 
 
 
Exhibit 9 - Issue #1 – HST/OVAT 
 
Board Staff – IR 9-Staff-52 
 
Ref: Exh 9-1-2, Page 5, Account 1592 Sub-Account HST/OVAT 
Ref:  Filing Requirements For Electricity Transmission and Distribution Applications, EB- 
2006-0170, June 28, 2012 
Ref: December 2010, Accounting Procedures Handbook Frequently Asked Questions 
(“APH FAQs”) 
 
As per Exh 9-1-2, Page 5 and 6, PUC stated: 
 
The 8% Ontario provincial sales tax (PST) and the 5% Federal goods and services tax (GST) 
were harmonized effective July 1, 2011 at 13% pursuant to Ontario Bill 218…. The Board 
directed distributors, as of July 1, 2011, to record in deferral account 1592 (PILS and Tax 
Variances) the incremental ITC (Income Tax Credit) it received on distribution revenue 
requirement items that were previously subject to PST and have become subject to HST….. 
 
Page 52 and 53 of the Filing Requirements For Electricity Transmission and Distribution 
Applications, EB-2006-0170, June 28, 2012 state the following regarding the HST Deferral 
Account: 
 
The applicant must provide an analysis that supports the applicant’s conformity with 
December 2010 APH FAQs, in particular the example shown in FAQ #4. The applicant must 
state whether entries have been made to record variances in the sub-account of Account 
1592 to cover the period from July 1, 2010 to December 31, 2012 since the Test Year, which 
starts January 1, 2013 would include the HST impacts in rates going forward. If this is not the 
case, please explain. If the rate year begins May Ontario Energy Board June 28, 2012, 
entries to record variances in the sub-account of Account 1592 would cover the period from 
July 1, 2010 to April 30, 2013 
 
a) Please provide detailed schedules, similar to Table 1 and Table 2 of Question 4 of the 
December 2010 APH-FAQs, to indicate the period HST savings on OM&A costs and capital 
expenditures for the periods of: 
 

i.  July 1, 2010 to December 31, 2010; 
ii.  January 1, 2011 to December 31, 2011; 
iii.  January 1, 2012 to December 31, 2012; and 
iv.  January 1, 2013 to April 30, 2013. 

 
b) Since the calculation of the HST savings in Question 4 of the December 2010 APH-FAQs for 
OM&A costs and capital expenditures is based on a proxy using 2009 spending, has the 
distributor experienced actual spending which were materially different for the above-noted 
periods in a)? If so, please explain the basis for the differences and provide detailed schedules 
for the HST savings for each period. 
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c) Board staff notes that the HST was effective July 1, 2010, not July 1, 2011, consistent with 

page 52 of the Filing Requirements. Please update the balance in Account 1592, sub-account 
HST/ OVAT, and other evidence where appropriate. 

 
d) The Filing Requirements indicate that principal entries to the HST Deferral Account should 

be recorded up to the start of the Rate Year.  Please update the balance in Account 1592 
Sub Account HST/OVAT with both principal entries and associated carrying charges 
recorded in the account up to April 30, 2013. Please update the relevant evidence where 
appropriate. 

 

PUC Response 

 
 
a)   In the Table below PUC has provided detailed schedules similar to Table 1 and Table 2 of 

Question 4 of the December 2010 APH-FAQs for HST savings on OM&A costs and capital 
expenditures. PUC has updated the Table below to include OM&A and Capital amounts 
until April 30, 2013. In the application PUC requested 50% of the December 2011 audited 
balance of $37,148 (50% of $74,148). Based on the revised Table below PUC is 
requesting disposition of $250,915 (50% of $501,829) to be returned to customers. 
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b) PUC has not experienced actual spending which was materially different from the estimated 
amounts used in the calculation of PST savings. 
 
c) In Exhibit 9, Tab 1, Schedule 2, Page 5, PUC stated the harmonized sales tax was effective 
July 1, 2011. As an oversight PUC stated July 1, 2011 instead of July 1, 2010. PUC calculated 
the balance as of July 1, 2010 in the application and the revised calculation above includes 
OM&A and Capital expenditures until April 30, 2013. 
 
d) The Filing Requirements indicate that principal entries to the HST Deferral Account should 
be recorded up to the start of the rate year.  PUC has updated the table above for Account 
1592 Sub Account HST/OVAT with both principal entries and associated carrying charges 
recorded up to April 30, 2013.  
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Exhibit 9 - Issue #2 – 1595 Disposition 
 
Board Staff – IR 9-Staff-53 
 
Ref: Exh 9-1-3, Page 5, Account 1592 Sub-Account HST/OVAT 
Ref:  DVA Continuity Schedule for COS Applications, Sheet 2. 2013 Continuity 
Schedule, Footnote 7 
As per Exh 9-1-3, the Closing Principal Balance as of Dec-31-11 for Account 1595 Disposition 
and Recovery/Refund of Regulatory Balances (2011) is $(56,821). 
 
As per footnote 7 of the “DVA Continuity Schedule for COS Applications”, Sheet 2. 2013 
Continuity Schedule, it is stated Include Account 1595 as part of Group 1 accounts (lines 31, 32 
and 33) for review and disposition if the recovery (or refund) period has been completed. If the 
recovery (or refund) period has not been completed, include the balances in Account 1595 on a 
memo basis only (line 85). 
 
Board staff notes that the 2011 IRM period had not been completed as at December 31, 2011, 
the balance sheet date that PUC Distribution Inc. proposed to clear this sub- account. 
 
a) Please update PUC’s evidence to remove the balance of Account 1595, Disposition and 
Recovery/Refund of Regulatory Balances (2011), as the recovery period was not completed 
as at December 31, 2011.  Board staff notes that PUC could apply to clear this sub-account in 
its 2014 IRM proceeding. 
 
 
PUC Response 

PUC included the closing principal balance of Account 1595 Disposition for 2011 Regulatory 
Balances in the Group 1 accounts on the continuity schedule instead of on a memo line. 
Although PUC has shown the 1595 2011 amount with the group 1 accounts, it is not included in 
the total claim or calculated as part of the rate rider in the application.  
PUC will be requesting recovery/disposition of the 1595 sub-account for 2011 Regulatory 
Balances in its 2014 IRM proceedings. 
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Exhibit 9 - Issue #3 – Estimated kW 
 
Board Staff – IR 9-Staff-54 
 
Ref:  Exh 9-1-8, Page 1, Table 9-6 
Ref:  Exh 9-1-8, Page 3, Table 9-10 
Per Exh 9-1-8 Page 1 Table 9-6 Allocators, the Estimated kW for Non-RPP customers is 
544,238 kW for Rate Class General Service > 50. However, per Exhibit 9, Tab 1, Schedule 8, 
Page 3 of 3, Table 9-10 Global Adjustment Rate Riders, the estimated kW is 675,864 kW for 
the same rate class. Board staff notes that PUC is using 675,864 kW for the purpose of the 
rate rider calculation. 
 

a) Please reconcile and explain the variance and state what the correct figure is. 
b) Please update the table evidence and other related evidence where 

appropriate with the correct numbers. 
 
 
PUC Response 

a) The correct figure for the estimated Non-RPP GS>50 is 544,238 kW. The total 675,864 kW for 
all GS>50 customers was included in the Table 9-10 as an oversight. 
  
b) A revised Table 9-10 is included below: 
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Exhibit 9 - Issue #4 – On-going deferral and variance accounts 
 
Board Staff – IR 9-Staff-55 
 
Ref:  Exh 9-1-2 
As per page 51 of the Filing Requirements For Electricity Transmission and Distribution 
Applications, EB-2006-0170, June 28, 2012, the applicant must provide the following: 
 
Identification of which of the… [deferral and variance] accounts the applicant will continue on a 
going forward basis. 
 
Board staff notes that PUC did not state in its application which of the deferral and 
variance accounts it will continue on a going forward basis. 
 

a) Please update the evidence where appropriate and state which deferral and variance 
accounts the applicant will continue on a going forward basis. 

 
PUC Response 

a) The deferral and variance accounts that will continue on a going forward basis are: 
 

• 1580 – Retail Settlement Variance Account – Wholesale Market Service Charges 
• 1584 – Retail Settlement Variance Account – Retail Transmission Network Charges 
• 1588 – Retail Settlement Variance Account – Power 
• 1589 – Global Adjustment Variance Account 
• 1595 – Disposition of Recovery of Regulatory Balances 
• 1518 – RCVA Retail 
• 1548 -  RCVA STR 
• 1508 - One-Time Incremental IFRS costs  
• 1576 – Accounting Changes under CGAAP 
• 1555 – Stranded Meter Costs 
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Exhibit 9 - Issue #5 – 1518 and 1548 RCVA 
 
Board Staff – IR 9-Staff-56 
 
Ref:  Exh 9-1-3, Account 1518 RCVA retail and Account 1548 RCVA service transaction 
requests (str) 
PUC is requesting disposition of the December 31, 2011 audited balance of Account 1518 plus 
forecast interest through to April 30 2013. The requested amount is a credit of ($438,508). 
 
PUC is requesting disposition of the December 31, 2011 audited balance of Account 1548 
plus forecast interest through to April 30, 2013. The requested amount is a debit of 
$178,012. 
 
a)  Please identify the drivers for the balances in Account 1518 and Account 1548. 
 
b) Please provide a schedule identifying all revenues and expenses, listed by Uniform 

System of Account (USoA) number, that are incorporated into the variances recorded 
into Account 1518 and Account 1548 for 2011, the actual/forecast for 2012 and a 
forecast for 2013. 

 
c)  Please confirm whether or not PUC has followed Article 490, Retail Services and Settlement 

Variances of the Accounting Procedures Handbook for Account 1518 and Account 1548.  
Please explain if PUC has not followed Article 490.  In other words, please confirm that the 
higher of, the relevant revenues (i.e. account 4082, Retail Services Revenue and/or account 
4084, STR Revenue) and the incremental expenses in the associated expense accounts 
(i.e. account 5315, Customer Billing, and possibly 5305, Supervision and 5340, 
Miscellaneous Customer Accounts Expenses) is reduced (i.e. revenues debited or expenses 
credited) at the end of each period, with an offsetting entry to the variance account.  Please 
explain if PUC has not followed Article 490. 

 
d)  Please confirm that the all costs incorporated into the variances reported in Account 1518 

and Account 1548 are incremental costs of providing retail services.  If this is not the 
case, please explain. 

 
 
 
PUC Response 

a) The cost drivers that go into 1518 are as follows: 
• Retailers fixed monthly charges revenue 
• Retailers variable monthly charges revenue 
• Bill ready fee revenue 
• Incremental Kinetiq fees 

 
The cost drivers that go into 1548 are as follows: 

• STR request fee revenue 
• STR processing fee revenue 
• Hub Services Expense 
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b)  PUC has provided below a schedule identifying all revenues and expenses, listed by 
Uniform System of Account (USoA) number, that are incorporated into the variances 
recorded into Account 1518 and Account 1548 for 2011, the actual/forecast for 2012 and 
a forecast for 2013. 

 
 

1518 Actual 2011 Actual 
2012 

Forecast 2013 

    
Account 4082 – sub account retailer 
fixed monthly charge 

(4,020) (4,320) (5,590) 

Account 4082 – sub account retailer 
variable monthly charge 

(23,138) (18,578) (23,650) 

Account 4082 – sub account bill 
ready fee 

(13,875) (11,147) (13,760) 

Account 5315 – amounts relating to 
Kinetiq fees 

4,493 2,442 2,500 

 
 

1548 2011 2012 2013 
    
Account 4084 – sub account STR 
request fee 

(544) (344) (545) 

Account 4084 – sub account STR 
processing fee 

(179) (143) (155) 

Account 5315 amounts relating to 
Hub Services 

17,070 18,586 18,500 

 
 
c)  PUC confirms, to the best of its knowledge, it followed Article 490, Retail Services and 

Settlement Variances of the Accounting Procedures Handbook for Account 1518 and 
Account 1548.   

 
d)  PUC confirms that all costs incorporated into the variances reported in Account 1518 and 

Account 1548 are incremental costs of providing retail services.  
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Exhibit 9 - Issue #6 – 1508 Sub account IFRS 
 
Board Staff – IR 9-Staff-57 
 
Ref:  Exh 9-1-2, Page 6, Account 1508 
In its application, PUC stated that “PUC has no costs at this time recorded in account 1508 – 
Other Regulatory Assets Sub-Account IFRS and is not requesting disposal of any balances in 
this application” 
 
a)  What is the status of PUC’s IFRS implementation project?  Please explain and describe 
whether and how PUC Distribution Inc. has undertaken a project in this area. 
 
b) Please confirm no incremental one-time administrative transition IFRS costs have been 
incurred to date and the reasons why no costs have been incurred. 

 
c) Please confirm if any incremental IFRS costs have been reflected in base rates in prior 

proceedings.  If so, please state the amounts reflected in rates and which section of the 
revenue requirement these amounts can be attributed. 

 
 
PUC Response 

a) PUC has delayed the implementation of IFRS and will not be making the change in the 
test year.  
 

b) PUC confirms no incremental one-time administrative IFRS costs have been incurred to 
date due to the deferral of the implementation of IFRS. 

 
c) PUC confirms there are no IFRS costs reflected in the rate base. 

 
 
 
VECC – IR 9-VECC-39 
 
Reference: Exhibit 9, Tab 1, Schedule 4, pg. 8 

a) Has PUC incurred any IFRS transition costs?  If so why is the Utility not seeking 
recovery of these costs? 

PUC Response 

a) PUC has not incurred any IFRS transition costs to date. 
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Exhibit 9 - Issue #7 – Account 1576 

 
Board Staff – IR 9-Staff-58 
 
Ref:  Board letter issued on July 17, 2012 re “Regulatory accounting policy direction 
regarding changes to depreciation expense and capitalization policies in 2012 and 
2013” 
Ref:  July 2012 APH FAQs 
Ref: Exh 9-1-2, Page 8, Table 9-2 
Ref: Exh 2-2-3, Page 1 
In its letter dated July 17, 2012, the Board stated: 
The Board will permit electricity distributors electing to remain on Canadian GAAP (“CGAAP”) 
in 2012 to implement regulatory accounting changes for depreciation expense and 
capitalization policies effective on January 1, 2012. The Board however will require that these 
changes be mandatory in 2013 for all distributors that have not yet made these changes, even 
if there is a further option to defer IFRS changeover in 2013. A new variance account is 
created and authorized for distributors to record the financial differences arising from these 
accounting changes. 
 
The Board approved a new variance account, Account 1576, in the aforementioned letter: 
The Board has approved a new variance Account 1576, Accounting Changes Under CGAAP, 
for distributors to record the financial differences arising as a result of the election to make 
these accounting changes under CGAAP in 2012 or to make these changes as mandated by 
the Board in 2013, if applicable. 
 
In a situation when the utility requests accounting changes to depreciation expense and 
capitalization policies while reporting under CGAAP in 2012, the July 2012 APH FAQ Q1 states 
that: 
These accounting changes for adherence to Board requirements for modified IFRS and 
their associated rate impacts will be reviewed as part of the distributor’s next cost of service 
application. 
 
The July 2012 APH-FAQ Q2, Appendix A and Appendix B provides detailed guidance on the 
accounting for Account 1576. Board staff notes that PUC has submitted Account 1575 for 
disposition and associated adjustments in the 2013 rate application. In its evidence, PUC has 
indicated that it will change the capitalization and depreciation policies in 2012.  As per 
Exhibit 2 Tab 2 Schedule 3 Page 1 of 1 PUC has stated that: 
 

• PUC Distribution Inc. is filing its 2013 cost of service rate application based on 
MIFRS for the 2012 Bridge year and the 2013 Test year. 

• For financial reporting purposes, PUC Distribution Inc. has decided to remain on 
CGAAP and defer implementation of IFRS to January 1, 2014. 
 
a)  Given that PUC plans to defer implementation of IFRS to January 1, 2014 for financial 
reporting purposes, please confirm that PUC is withdrawing its request for disposition of 
Account 1575.  Please confirm that PUC is removing the associated MIFRS adjustments 
related to the clearance of Account 1575 in this rate application. If this is not the case, please 
explain. 
 
b)  As per the Board’s July 2012 APH-FAQs related to depreciation and capitalization 
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changes and guidance provided in Q&A #2, Appendix A and B, please update the Applicant’s 
evidence showing the proposed derivation of the amounts recorded in Account 1576, by 
illustrating the accounting changes as cited in the example at Appendix B in the July 2012 
FAQ Q2. 
 
c)  Please adjust the depreciation expense for the test year 2013 by the amortization of the 
Account 1576 balance and update the relevant evidence pertaining to Account 1576 in the rate 
application. 
 
PUC Response 

a) Since PUC plans to defer implementation of IFRS for financial reporting purposes, PUC 
confirms it is withdrawing its request for disposition of Account 1575.  PUC confirms it is 
removing the associated MIFRS adjustments related to the clearance of Account 1575 in this 
rate application. 
 
b) PUC has included below the proposed derivation of the amounts recorded in Account 
1576 as per the Board’s July 2012 APH-FAQs related to depreciation and capitalization 
changes and guidance provided in Q&A #2, Appendix A and B. 
 
 2011 2012 2013 
Basis of Rates IRM IRM COS 
Forecast vs Actual used in COS Rates Actual Forecast Forecast 
    
PP&E values Assuming “Previous” CGAAP Accounting 
Policies continued 

   

Opening Net PP&E 39,879,839 53,939,275  
Additions 4,028,176 30,618,314  
Depreciation (1,373,442) (4,167,774)  
Closing net PP&E 42,534,573 80,389,815  
    
PP&E Values Assuming Accounting Changes Under 
CGAAP in 2012 

   

Opening Net PP&E 39,879,839 53,939,275  
Additions 4,028,176 29,966,571  
Depreciation (1,373,442) (3,180,699)  
Closing net PP&E 42,534,573 80,725,147  
    
Difference in Closing net PP&E, “previous” CGAAP vs 
“changed” CGAAP 

0 (335,332)  

    
Variance Account 1576    
Opening Balance 0 0  
Amount Added Annually 0 (335,332)  
Closing Balance in deferral account  0 (335,332)  
    
Journal Entries    
2012 – Debit Account 4305 335,332   
            Credit Account 1576   335,332  
Annual amortization of deferral account (over 4 year 
rebasing term) and amount included in revenue 
requirement on rebasing in 2013 

(83,833)   
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c) PUC adjusted the depreciation expense for the test year 2013 by the amortization of the 
Account 1576 balance ($83,833) and relevant evidence pertaining to Account 1576 in the rate 
application. Depreciation expense in the original application was $3,302,887 with the PP&E 
deferral adjustment. Below PUC has recalculated the depreciation expense in the test year to 
be $3,323,668. The revised amount removes the PP&E deferral amount and includes the 1576 
adjustment amount.  
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Board Staff – IR 9-Staff-59 
 
Ref:  Exh 9-1-2, Page 8, Table 9-2 
Ref:  Chapter 2 Appendices to the Filing Requirements For Electricity Transmission and 
Distribution Applications, EB-2006-0170, June 28, 2012. 
PUC Distribution Inc. should use consistent PP&E account balances in its evidence when 
requesting clearance of Account 1576, in order to align with the fixed asset continuity 
schedule provided in the Chapter 2 appendices. 
 
a)  Please confirm that the appropriate account to be disposed is account 1576 and not 1575 
as originally requested. 
 
b)  The PP&E Values under CGAAP – 2012 Opening net PP&E balance was $53,939,275 per 
Table 9-2 in the application and the 2011 closing net PP&E balance per the Chapter 2 
appendices (CGAAP 2011 Fixed Asset Continuity Schedule)  was $53,097,991 (with half year 
rule). Please reconcile and explain the variance between the balances and also state what the 
correct balance is. 
 
c)  The PP&E Values under MIFRS – 2012 Opening net PP&E balance was $53,939,275 per 
Table 9-2 in the application and the 2011 closing net PP&E balance per the Chapter 2 
appendices (CGAAP 2011 Fixed Asset Continuity Schedule)  was $53,097,991 (with half year 
rule).  Please reconcile and explain the variance between the balances and also state what the 
correct balance is. 
 
d)  The PP&E Values under CGAAP – 2012 closing net PP&E balance was $80,389,815 per 
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2 
appendices (CGAAP 2012 Fixed Asset Continuity Schedule) was $80,369,401. Please reconcile 
and explain the variance between the balances and also state what the correct balance is. 
 
e)  The PP&E Values under MIFRS – 2012 closing net PP&E balance was $80,725,147 per 
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2 
appendices (IFRS 2012 Fixed Asset Continuity Schedule) was $80,704,733. Please reconcile 
and explain the variance between the balances and also state what the correct balance is. 
 
f)Please update other relevant evidence in the application where appropriate. 
 
PUC Response 

a) PUC confirms the appropriate account to be disposed is account 1576 and not 1575 as 
originally requested. 
 
b) As stated above, the PP&E Values under CGAAP – 2012 Opening net PP&E balance is 
$53,939,275 per Table 9-2 in the application and the 2011 closing net PP&E balance per the 
Chapter 2 appendices (CGAAP 2011 Fixed Asset Continuity Schedule) is $53,097,991 (with half 
year rule). 
The correct balance is $53,939,275 as used in Table 9-2. The reconciling differences are as 
follows: 
Closing balance as per 2011 continuity schedules      $53,097,991 
Less: Work in progress            (4,099,831) 
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Add: Smart meters transfer into 2012 opening Balance               5,913,667 
Add: Smart meters computer hardware transferred into 2012 opening balance          11,760 
Add: Smart meters computer software transferred into 2012 opening balance         492,267 
Less: Accumulated depreciation on smart meters        (1,214,530) 
Less: Accumulated depreciation on smart meters computer hardware            (5,232) 
Less: Accumulated depreciation on smart meters computer software        (256,817) 
Total               $53,939,275 
 
c)The PP&E Values under MIFRS – 2012 Opening net PP&E balance was $53,939,275 per 
Table 9-2 in the application and the 2011 closing net PP&E balance per the Chapter 2 
appendices (CGAAP 2011 Fixed Asset Continuity Schedule)  was $53,097,991 (with half year 
rule. 
The correct balance is $53,939,275 as used in Table 9-2. Refer to reconciliation above. 
 
d)The PP&E Values under CGAAP – 2012 closing net PP&E balance was $80,389,815 per 
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2 
appendices (CGAAP 2012 Fixed Asset Continuity Schedule) was $80,369,401. The difference 
of $20,414 is the disposal of Load Management controls (account 1970) in 2012. The disposal 
has not been included in the calculation of PP&E deferral account calculation in Table 9-2. 
The disposal amount is the same under MIFRS and CGAAP therefore is not included in the 
PP&E calculation and the amount in Table 9-2 is correct. 
 
e)The PP&E Values under MIFRS – 2012 closing net PP&E balance was $80,725,147 per 
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2 
appendices (IFRS 2012 Fixed Asset Continuity Schedule) was $80,704,733. . The difference 
of $20,414 is the disposal of Load Management controls (account 1970) in 2012. The disposal 
has not been included in the calculation of PP&E deferral account calculation in Table 9-2. 
The disposal amount is the same under MIFRS and CGAAP therefore is not included in the 
PP&E calculation and the amount in Table 9-2 is correct. 
 
f) Based on the responses above updates to the relevant evidence is not required.  
 
Energy Probe – IR 9-EP-24 
 
Ref:  Exhibit 9, Tab 1, Schedule 2 
 
Please confirm that PUC is withdrawing their request for the PP&E deferral account shown in 
Table 9-2 given that it is not converting to IFRS in the test year. 
 
PUC Response 

PUC confirms that it is withdrawing its request for the PP&E deferral account given the 
conversion to IFRS will not be in the test year.
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Exhibit 9 - Issue #8 – Stranded Meter Rate Rider 
 
Board Staff – IR 9-Staff-60 
 
Ref:  Exh 9-2-1 
Ref:  EB-2012-0084 – Stranded Meter Rate Rider 
Board staff has attached copies of PUC’s responses to Board staff interrogatories # 2 and 7 
from PUC’s 2012 stand-alone smart meter cost recovery application considered under File 
No. EB-2012-0084. 
 
PUC has summarized the derivation of the Stranded Meter Rate Riders (“SMRRs”) in Table 9-12 
of Exhibit 9/Tab 2/Schedule 1 of this cost of service application. 
 

a) In response to Board staff IR # 2 in EB-2012-0084, PUC estimated the net book value 
(“NBV”) of stranded meters as of December 31, 2012 at $1,500,000.  In Table 9-12, PUC 
Distribution Inc. is documenting a NBV of stranded meters to be recovered via the SMRRs 
at $1,349,557.  This is a 10% variance from the original estimate. Please explain the 
change in the December 31, 2012 NBV of the stranded meters between the two 
applications. 

 
b) Please provide Sheet I7.1 from PUC`s 2009 cost of service application, and show how this 

has been used for the allocation of stranded meter costs in Table 9-12. 
 

c)  Table 9-12 documents that the SMRR for the GS > 50 kW customer class would be 
$80.70 per month for twelve months, to recover a per meter NBV of $966.37. Table 9-12 
also documents that there is a forecasted number of 399 GS > 50 kW customers for the 
2013 test year.  In total, $386,378 stranded meter costs are allocated to the GS > 50 kW 
class. 

 
In its response to Board staff interrogatory # 7 in EB-2012-0084, PUC documented that it has 
372 GS > 50 kW customers and, of these, 31 already had interval meters.  PUC documented 
that, as of May 2012, 158 GS > 50 kW customers had meters replaced by smart meters, and 
that it intended to convert the remaining 183 GS > 50 kW customers to smart meters. Smart 
meters deployed to GS > 50 kW customers were considered “beyond minimum functionality”.  
The response to part b) of Board staff interrogatory # 7 gave an age distribution of the stranded 
meters for the 158 smart meter conversions done for GS > 50 kW customers to that time, and 
indicated that the aggregate  estimated NBV of the 158 stranded meters as of December 31, 
2011 would have been about $12,000. 
 

i. Has PUC completed the meter conversions for all of the GS > 50 kW meter 
conversions? 
ii. If not, please indicate the conversions done to date, and when conversions are 
expected to be done. 

 
For all GS > 50 kW meter conversions done to date, please provide an update to Board staff 
interrogatory # 7, parts b) i) and also provide the estimated NBV of GS > 50 kW stranded 
meters as of December 31, 2012. 
 
PUC Response 
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a) In response to Board staff IR # 2 in EB-2012-0084, PUC estimated the net book value 

(“NBV”) of stranded meters as of December 31, 2012 at $1,500,000.  In Table 9-12, PUC 
Distribution Inc. documented a NBV of stranded meters to be recovered via the SMRRs at 
$1,349,557.  In the smart meter final disposition rate application the NBV amount in the 
IRRs was an estimate. PUC was only in the first quarter of 2012 when the estimated NBV 
at the end of 2012 was reported in the IRRs. In the 2013 cost of service rate application 
PUC proposed the actual NBV to be $1,349,557 at the end of 2012. 

 
b)  PUC has provided Sheet I7.1 from its 2008 cost of service application. 
 

 
 

 
c)  i) PUC has not completed all the meter conversions for GS>50 kW customers. 
  

 ii) PUC has approximately 54 GS>50 meters remaining to be converted to smart meters. 
PUC expects the remaining meters to be converted by the end of 2013.  

 
   PUC has converted 286 GS > 50 kW meters to date. In the table below PUC has 

provided an update to Board staff interrogatory # 7, parts b) i) of PUC’s smart meter 
final disposition application EB-2012-0084. The estimated NBV of GS > 50 kW stranded 
meters as of December 31, 2012 is $26,000. 

 



PUC Distribution 
Interrogatory Responses 

2013 Cost of Service Rate Application EB-2012-0162 
Page 244 of 247 

 

 
 
 
VECC – IR 9-VECC-40 
 
Reference: Exhibit 8, Tab 1, Schedule 4 

a) Did PUC record residential mechanical meters separately from GS<50 meters?  If so 
please provide the net book value for the classes separately. 

b) What was the average installed cost of residential smart meter vs. gs < 50 meters. 

PUC Response 

a) PUC did not record residential mechanical meters separately from GS<50 meters.  
 
b) As per PUC’s 2012 Smart Meter Final Disposition Application EB-2012-0084, the average 
installed cost of a residential meter is $154.95 and the average GS<50 cost is $486.45.  
 
 
Energy Probe – IR 9-EP-26 
 
Ref:  Exhibit 9, Tab 2, Schedule 1 &  
 Exhibit 2, Tab 2, Schedule 4 
 
Please reconcile the statement in Exhibit 9, Tab 2, Schedule 1 (page 2) that PUC's proposed  
treatment for the recovery of stranded meters is to remove the estimated NBV of the meters at 
December 31, 2012 from the rate base and 2013 revenue requirement with the apparent removal 
of the NBV in 2013 as shown in Tables 2-14 and 2-16 in Exhibit 2, Tab 2, Schedule 4. 
 
PUC Response 

The NBV value at the end of 2012 was removed in 2013 from the rate base and revenue 
requirement.  
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SEC– IR 9-SEC-31 
 
[9/2/1, p. 3]  
 
Please explain why $368,378 of meters used to serve GS>50 customers are being stranded by 
the introduction of smart meters.  Please reconcile this with the allocation of only about 5% of 
smart meter costs to GS>50 class in the cost allocation model. 

 
PUC Response 

In the Board’s decision dated July 19, 2012, (EB-2012-0084) relating to the  disposition of PUC’s 
smart meter costs the Board allowed PUC to recover costs for the installation of smart meters for 
the GS>50 kW customers. When allocating the stranded meter costs, PUC followed the principle 
of cost causality that supports class specific recovery of costs. 
PUC has included the section of the cost allocation model that allocates 5% of the smart meter 
capital costs to the GS>50 customers in the 2013 cost of service rate application. The 5% 
allocation is based on the cost of the smart meters not the stranded meters. PUC proposed the 
allocators from the 2007 cost allocation informational filing reflects the allocation of the historical 
meters that were stranded.  
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Exhibit 9 - Issue #9 – Other 
 
Energy Probe – IR 9-EP-25 
 
Ref:  Exhibit 9, Tab 1, Schedule 8 
 
Please confirm that the reference to May 1, 2012 on line 5 of page 3 should be May 1, 2013. 
 
PUC Response 

PUC confirms the reference on line 5 of page 3 should be May 1, 2013. 
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ADDITIONAL INFORMATION 

 
 
Energy Probe – IR 10-EP-27 
 
Ref:  2013 Cost of Service Application Additional Information, page 96 
 
The evidence states that for the purpose of regulatory accounting and the 2013 cost of service 
rate application that PUC has changed the depreciation/amortization policy to be consistent with 
MIFRS.  
 

a)  Has PUC also changed its capitalization policy to be consistent with IFRS or does PUC 
believe that its current policy does not need to be changed? 

 
b)  Please confirm that PUC will reflect any and all changes made for the purposes of 

regulatory accounting and the 2013 cost of service application in its financial accounting 
for 2013. 

 
PUC Response 

a)   Although PUC is electing to defer implementation of IFRS for reporting purposes, PUC 
adopted the extended useful lives and overhead capitalization components of IAS 16 in 
2012 as originally filed in the application for the bridge and test year.  
 

b)   PUC is requesting the Board approve rates based on CGAAP accounting for 2012 and 
2013 with the changes in asset lives and capitalization of overheads in 2012 as outlined 
in the July 17, 2012 notice to electricity distributors. 
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Appendix B – Pole Testing Report 

























































 

 

 

 

 

 

 

 

 

 

Appendix C – Construction Agreement  
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Comments

Landslide Drive [] - - - - - - - - - 250 TA-11 250 Connected - HOEP

Northern Avenue [443] - - - - - - - - - 37 TA-6 - - 37 Connected as a load displacement 

Second Line West [] - - - - - - - - - 45 TA-7 - - 45 Connected as a load displacement 

Sault College Airport Hangar 2010-10-25 35 2011-08-09 2011-09-09 60 2011-11-02 Yes 2011-12-20 35 TA-7 2012-11-23 35 Connected FIT

Yates Ave [155] 2010-04-19 500 60 2011-05-16 N/A 500 TA-7 500 Connected - HOEP

 Industrial Court B [99] 2010-05-21 preliminary inquiry

McNabb St [200] 2010-07-15 preliminary inquiry

MacDonald Av [677] 2010-10-28 250 2011-09-09 2011-09-26 60 2011-11-24 Yes 2012-01-10 250 TS1 - East Bus 2012-08-29 250 Connected FIT

Second Line W [2059] 2010-10-28 100 2011-01-18 2011-02-28 60 2011-03-11 Yes 2011-05-30 100 TA-7 2011-06-09 100 Connected FIT

Malabar [20] 2011-02-08 20 preliminary inquiry

Old Goulais Bay Rd [1259] 2011-02-14 5000 preliminary inquiry

Queen St [1520] 135 2011-03-24 2011-06-14 60 2011-08-15 Yes 2011-09-27 135 SM-9 2011-11-14 135 Connected FIT

Queen Ste E [244] 2011-01-25 15 preliminary inquiry

Bruce St [218] 2011-05-09 346.9 preliminary inquiry

Bay St [293] 2011-03-07 1500 preliminary inquiry

Northern Ave. E [443] 2011-08-30 249 2011-09-09 preliminary inquiry

Great Northern Rd [803] 2012-10-12 75 2011-09-02 preliminary inquiry

Third Line W [515] 2011-03-17 preliminary inquiry

North St [600] 2011-03-29 110 preliminary inquiry

Goulais Ave [616] 2011-03-31 preliminary inquiry

500 Second Line E 2012-10-15 266.22 preliminary inquiry

Third Line E [773] 2011-04-15 250 preliminary inquiry

West St [105] 2011-04-21 1500 preliminary inquiry

Industrial Court B [5] 2011-05-11 99.4 preliminary inquiry

Trunk Rd [543] 2011-05-25 53 preliminary inquiry

Trunk Rd [539] 2011-05-25 47 preliminary inquiry

Bay St. [216] 2011-06-10 preliminary inquiry

Old Goulais Bay Rd 2011-06-22 5000 preliminary inquiry

Connor Rd [226] 2011-06-30 40 preliminary inquiry

Goulais Ave [616] 2012-10-05 270.3 preliminary inquiry

Trunk Rd [625] 2011-07-21 249.9 preliminary inquiry

Allen's Side Rd [520] 2011-07-22 75 2011-09-02 preliminary inquiry

Trunk Rd [953] 2011-08-29 36 preliminary inquiry

Wood Park Court [16] 2011-08-29 250 preliminary inquiry

Great Northern Rd [333] 2011-10-04 144 preliminary inquiry

Northern Ave. [207] 2011-11-05 28.05 preliminary inquiry

Great Northern Rd. [229] 2011-10-26 250 preliminary inquiry

Black Rd [105] 2012-10-03 47.06 preliminary inquiry

Black Rd [735] 2012-11-20 27.5 preliminary inquiry

2012-12-06 17000 preliminary inquiry

Sackville Rd [9] 2012-12-24 100 preliminary inquiry

275 Second Line West 2013-01-09 500 preliminary inquiry

15 Jean St. 2013-01-09 75 preliminary inquiry

17 Batchewana St. 2013-01-09 85 preliminary inquiry

103 Metig St. 2013-01-09 70 preliminary inquiry

99 Gran St. 2013-01-09 75 preliminary inquiry

90 Ontario Ave. 2013-01-14 109.905 preliminary inquiry

Lot 8 Bittern St. 2013-01-21 250 preliminary inquiry

Lot 10 Bittern St. 2013-01-21 250 preliminary inquiry

Lot 12 Bittern St. 2013-01-21 250 preliminary inquiry

44 Great Northern Rd 2013-01-16 200 preliminary inquiry

44 Great Northern Rd 2013-01-16 200 preliminary inquiry

0 48 36134.235 4 5 4 0 4 520 832 1352

Total (Allocated - Connected) kW Grand Total connected kW (FIT + non-FIT)

1352

Grand Total connected + Allocated kW

K:\0500E Relations - Public, Gov, Cust\0530 Embedded Generators\Application Status\0530.2 FIT Application Summary 2013 - Q1 sheet 1 of 1
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Executive Summary  
 
 
RDI Consulting Inc. was engaged by PUC Services Inc. to review and make 
recommendations regarding current processes related to the: 
 

• Allocation of Customer Service costs to Water and Electric 
• Allocation of Administrative and General (A&G) costs to all affiliates 
• Split of allocated A&G costs between operating costs and capital 

expenditures of each company 
• Split of directly charged A&G costs between operating costs and capital 

expenditures of each company 
• Types of costs included in the current asset use charge  
• Allocation of the asset charge to affiliates 
• Split of asset charge between operating costs and capital expenditures of 

each company 
 

The recommendations primarily involve changes in the way the existing pie of 
costs is sliced between companies and operating and capital activities within the 
companies. 
 
The recommendations reflect: 
 

• Refinements in the determination of allocation bases used to allocate 
individual costs, and  

• Direction contained in the Accounting Procedures Handbook for regulated 
Distribution Companies which advocates a fully allocated cost allocation 
approach (means all businesses and activities should bear a fair share of 
the indirect costs not able to be specifically charged to a business or an 
activity)  

 
RDI is recommending that the current asset charge which recovers depreciation 
only be increased to include the cost of capital related to the investment in the 
assets used to provide services to all affiliates. 
 
The net effect of all the recommendations results in: 
 

• Operating costs are lower for all businesses except PUC Energies 
 

• Lower operating costs are driven by the following factors 
o Minor change in determination of customer services costs for 

electric and water 
o Change in allocation of PUC Services A&G costs for all businesses 
o Movement to capital of allocated A&G costs 
o Movement to capital of directly charged A&G costs  
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o Change in allocation of existing asset charge recovering 
depreciation only 

o Increased cost to all businesses resulting from new cost of capital 
charges as part of the asset use charge 

 
• Lower operating costs for Services primarily driven by new cost of capital 

revenue source offset by increase in allocated (retained) A&G costs  
 

• Increase in capital costs for all businesses representing the offset to the 
reduction in Operating expenses  

  
 
RDI recommends implementing the recommendations in this report effective with 
the January 1, 2008 fiscal year. 
 
Financial plans and budgets for 2008 as well as the PUC Distribution Inc. 2008 
rate rebasing application should be prepared reflecting these recommendations 
as well. 
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Introduction  
 
RDI Consulting Inc. was engaged by PUC Services Inc. to review and make 
recommendations regarding the current processes related to the charging of 
Customer Service and Administrative and General (A&G) costs to its affiliates. 
The review also looks at the issue of splitting A&G costs between operating costs 
and capital expenditures. 
 
In addition the review looks at the current method of charging for the use of 
vehicles, equipment, and other miscellaneous assets (computers, office furniture, 
buildings, etc.) required to conduct business. 
 
The treatment of other overhead type expenditures (labour burdens, materials 
management overheads, vehicle operating costs, engineering, operations 
supervision) was not part of the scope of the review as Management and RDI 
agreed that the current processes appropriately allocate costs to individual 
businesses and operating and capital activities within these businesses. 
 
Fiscal year 2006 financial results were used to assess the directional impact of 
implementing the recommended changes for all the PUC businesses. 
 
A contributing factor to undertaking the review is the current PUC Distribution Inc. 
2008 rate rebasing process. The intent is to apply the recommendations 
contained in this report to the determination of LDC costs on a forward test year 
(2008) basis.   
 
      
 
Overview of Current Costing Processes 
        
PUC Services Inc. provides financial and accounting services to all affiliates and 
serves as the gatekeeper in ensuring costs are properly charged to and amongst 
affiliates. 
 
All transactions occur on a cost pass through basis with no mark-ups. 
 
The Ontario Energy Board prescribed chart of accounts (USOA accounts) is 
utilized to track costs. 
 
There are 3 different types of costs that are part of the scope of this review and 
the current treatment is summarized as follows: 
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Direct Costs  
 
Costs that can be directly identified with a specific business are directly charged. 
These could be either Customer Service costs or Administrative and General 
Costs. 
 
Administrative and General Costs are retained as operating costs with no current 
allocation to capital. 
 
Direct costs using 2006 actuals are set out in Appendix A.  
 
 
Allocated Costs 
 
Costs that cannot be directly identified with a specific business are allocated to 
all businesses on a USOA account by account basis using an allocation base 
that reflects cost drivers or contribution to expenditure. These could be either 
Customer Service costs or Administrative and General Costs. 
 
Again, Administrative and General Costs are retained as operating costs with no 
current allocation to capital. 
 
Appendix J provides the current basis for these allocations and the allocation 
percentages by business stream. 
 
 
Asset Charge  
 
PUC Services currently allocates depreciation related to Services owned assets 
(vehicles, equipment, computers, office furniture, buildings, etc.) to all businesses 
based on their usage of the assets as determined by administration percentages.  
 
Costs are split between operations and capital. The portion related to capital 
projects is distributed to the projects based on trucking dollars. 
 
No rate of return on invested capital is currently charged. 
 
No depreciation or rate of return is charged on the Queen Street facility as it is a 
Water owned asset with no book value. 
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Guidance from Ontario Energy Board Accounting 
Procedures Handbook 
 
Article 340 of the Accounting Procedures Handbook titled Allocation of Costs and 
Transfer Pricing provides direction to LDC’s regarding cost allocation and 
charges between affiliated companies. 
 
Some key references from this document are: 
 
The general method for charging indirect costs should be on a fully allocated cost 
basis. 
 
All costs shall be classified to lines of business, services or products that are 
regulated, non-regulated, or common to both. 
 
When costs are fully allocated to services and products, the fully allocated cost 
of the services and products include their direct cost plus a proportional share of 
indirect costs. Note that fully allocated cost and the term “absorption cost” 
have the same meaning. 
 
Indirect costs are costs that cannot be identified with a specific unit of product 
or service or with a specific operation or cost centre. Indirect costs include but 
are not limited to overhead costs, administrative and general expenses and 
taxes. Indirect costs are fixed costs that can remain unchanged in total for a 
given time despite wide fluctuations in activity. 
 
Where an electric utility incurs costs (e.g. general administration, office staff 
salaries, and rent) jointly with another utility or with its local municipality, the 
method of splitting the joint costs should be calculated in accordance with some 
reasonable method of determining a fair and equitable split.  
 
The primary cost driver of common costs, or a relevant proxy in the absence of a 
primary cost driver, shall be identified and used to allocate the cost between 
regulated and non-regulated lines of business, products or services. 
 
The methods used in the allocation of costs should be documented and reviewed 
on a regular basis. If necessary, the cost methods should be revised in order to 
reflect changes in cost relationships and the related cost allocators. Any changes 
in the allocation method or the cost allocators used, including the supporting 
rationale, should be documented and the documentation should be available for 
Board review. 
 
Where a fair market value is not available for any product, resource or service, a 
utility shall charge no less than a cost-based price, and shall pay no more than a 
cost-based price. A cost-based price shall reflect the costs of producing the 
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service or product, including a return on invested capital. The return component 
shall be the higher of the utility’s approved rate of return or the bank prime rate. 
 
Utilities typically charge vehicles/equipment, payroll burdens, and materials 
management expenses to the key distribution activities that use these resources. 
 
Utilities incur general administration costs that are in support of all business 
activities: 
 

• Operations 
• Maintenance 
• Customer billing and collecting 
• Construction of capital assets 
• Provision of third party services  

 
Under the accounting guidelines these costs should be charged to distribution 
activities so they absorb their fair share of costs. Proper categorization of 
operating and capital costs occurs. 
 
 
Review and Recommendations Re: Costing 
Processes  
 
Appendix J provides the current basis for and percentages by business stream 
and Appendix K provides the recommended processes. They are discussed in 
more detail below. 
 
Direct Charges 
 
Customer Service 
 
Meter Reading USOA account 5310 costs are currently direct charged between 
Electric and Water on the basis of the relative number of meters (63% electric / 
37% Water). 
 
It is recommended that these costs be split on the basis of relative number of 
meter reads. An analysis of the meter reading contractor bills for 2006 yielded a 
57% Electric and 43% Water split. 
 
Administrative and General Costs  
 
It is recommended that all Administrative and General costs directly charged to a 
specific business be allocated between operations and capital following a review 
to assess any costs that are not applicable to capital. Net applicable overhead 
costs should be allocated between operating and capital activities on the relative 
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basis of labour effort incurred. An analysis has been completed for electricity only 
in determining the impact of this recommendation. Excluded directly incurred 
A&G costs for PUC Distribution Inc. are set out in Appendix L. 
 
It has been assumed for impact purposes in this document that 100% of directly 
incurred A&G costs for the other businesses are to be allocated between 
operations and capital. 
 
Allocated Costs 
 
Customer Service 
 
All the remaining Customer Service USOA accounts (5315 to 5410) are currently 
split between Electric and Water on the basis of the relative number of customers 
(56% electric / 44% Water). 
 
This is still a reasonable basis of allocation for all accounts with the exception of 
the 5321 Account which collects the costs related to the collections group. The 
existing relative customer count remains at the 56/44 % split. 
 
It is recommended that the cost of the collections group accumulated in USOA 
5321 Collections Arrears be allocated between Electric and Water on the basis of 
the relative bad debt write-offs (76% Electric and 24% Water).  
 
Administrative and General Costs  
 
All Administration and General accounts with the exception of USOA 5675 are 
currently allocated between the businesses on the basis of an historical FTE 
work effort review.  
 
The allocation of the 5675 Maintenance of General Plant account is very similar 
with the exception that no charges are allocated to Telecom as they do not utilize 
any of the 3 facilities creating slight allocation changes in allocation percentages 
for the other companies. 
 
All A&G costs allocated to each business remain as operating costs with no 
allocations to capital.  
 
RDI recommends a similar labour effort based approach utilizing recent work 
effort data be used to allocate costs to the respective businesses. Appendix I 
summarizes total work effort data for a recent 12 month period. It is principally 
comprised of: 
 

• Direct labour hours of bargaining unit employees 
• Budgeted labour hours for Management staff 
• Estimates of externally contracted labour hours 
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Collectively it forms a prorate base of total relative effort spent by business unit 
on both operating and capital activities regardless of the source of the labour 
effort. 
 
It is also recommended that all Administrative and General costs charged to a 
specific business be allocated between operations and capital of that business 
unit using the applicable operating / capital split shown in Appendix I. 
 
 
Asset Charge 
 
Existing 
 
PUC Services currently allocates depreciation related to Services owned assets 
(vehicles, equipment, computers, office furniture, buildings, etc.) to all businesses 
based on their usage of the assets as determined by administration percentages.  
 
Costs are split between operations and capital. The portion related to capital 
projects is distributed to the projects based on trucking dollars. 
 
Two alternative options were developed for consideration which varied only in the 
way vehicle and equipment depreciation was allocated: 
 

• Option 1- depreciation on vehicles allocated on the basis of trucking 
hours and depreciation on other assets allocated on the basis of direct 
labour hours  

• Option 2- depreciation on vehicles allocated on the basis of direct labour 
hours and depreciation on other assets allocated on the basis of direct 
labour hours  

 
Appendix G details the results of these options. The results show there is little 
difference between these 2 options. 
 
It is recommended that Option 1 be used on a go forward basis as it very 
accurately tracks vehicle and equipment depreciation to the specific activities 
these assets were used for. In addition, the depreciation on the other assets 
used to support all business unit operating and capital activities would be 
allocated on the basis of relative labour effort similar to the recommended 
approach for Administration and General Costs. 
 
 
Rate of Return 
 
Currently only depreciation related to PUC Services owned assets is recovered 
from the users of these assets. 
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The cost of capital (COC) used to finance the purchase of these assets is not 
reflected in the recovery by Services. The cost of capital is generally determined 
based on the financing practices of the business entity (debt / equity split) and 
the rates of return for both debt and equity. 
 
The Ontario Energy Board which regulates PUC Distribution Inc. allows a rate of 
return on invested capital to be included in rates and recovered from customers. 
It is a legitimate part of the full cost of doing business. 
 
Similarly as seen in the APH Section 340 references: 
 

Where a fair market value is not available for any product, resource or 
service, a utility shall charge no less than a cost-based price, and shall 
pay no more than a cost-based price. A cost-based price shall reflect the 
costs of producing the service or product, including a return on invested 
capital. The return component shall be the higher of the utility’s approved 
rate of return or the bank prime rate. 

    
RDI recommends that Services recover a cost of capital charge from all the users 
of the assets that it owns using the LDC deemed weighted average pre-tax cost 
of capital. As a proxy to assess the impact, a weighted average cost of capital of 
7.67% was applied to the December 31, 2006 net book value of Services owned 
assets. The resulting amounts were allocated using the 2 options discussed 
above and outlined in Appendix H. This generated an increased recovery amount 
of $449,833 to be recovered from all businesses. PUC Services use of the assets 
under Option 1 results in Services retaining $44,817 of costs for a net beneficial 
impact of $405,016. 
 
The cost of capital for 2006 impact illustration purposes uses the deemed 2008 
capital split of 53.3% debt and 46.6 % equity and uses 2006 approved rates of 
return (debt – 6.35% and equity of 9%) 
 

• 53.3% X 6.35%  +  46.7% X 9% = 7.67% 
• Note – after tax return on equity was not grossed up by the tax rate to 

obtain the pre-tax cost as the income tax rate in the approved 2006 rate 
application was zero.  

 
The preparation of 2008 budgets and the forward test year rate application for all 
PUC corporations should utilize the following calculation of pre-tax cost of capital 
based on inputs for the 2008 PUC Distribution Inc. rate application: 
 

COC Component % of Capital Structure Rate of Return  
Short term debt 4% 4.77% Pre tax 
Long term debt 49.33% 5.82% Pre tax 
Equity 46.67% 8.69% After tax  
    
Income Tax Rate  36%   



  

    
 
RDI Consulting Inc.   September 2007 

11 

Pre – Tax COC = (4% x 4.77%) + (49.33% x 5.82%) + ((46.67% X (8.69% / 1-.36) 
 
= 9.40% 
 
It is recommended that Option 1 be used to allocate these cost of capital 
recoveries to be consistent with the recommendation above regarding the 
allocation of depreciation costs. 
 
 
Third Party Work Charge-out Rates  
 
RDI recommends that existing charge-out rates for third party work performed by 
PUC resources be reviewed to ensure alignment with the cost allocation 
recommendations. Outside parties should also pay their fair share of A&G costs 
used to support the direct work. 
 
 
Summary of Impacts 
 
The impacts of all the recommendations for all the PUC businesses using 2006 
data are summarized in Appendix M. 
 
The net effect of all the recommendations results in: 
 

• Operating costs are lower for all businesses except PUC Energies 
 

• Lower operating costs are driven by the following factors 
o Minor change in determination of customer services costs for 

electric and water 
o Change in allocation of Services A&G costs for all businesses 
o Movement to capital of allocated A&G costs 
o Movement to capital of directly charged A&G costs  
o Change in allocation of existing asset charge recovering 

depreciation only 
o Increased cost to all businesses resulting from new cost of capital 

charges 
 

• Lower operating costs for Services primarily driven by new cost of capital 
revenue source offset by increase in allocated (retained) A&G costs  

 
• Increase in capital costs for all businesses representing the offset to the 

reduction in Operating expenses  
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Proposed Implementation 
 
RDI recommends implementing the recommendations in this report effective with 
the January 1, 2008 fiscal year. 
 
Financial plans and budgets for 2008 as well as the PUC Distribution Inc. 2008 
rate rebasing application should be prepared reflecting these recommendations 
as well. 
 
 
Future Refinement Opportunities 
 
During the course of this review the following allocation process improvement 
opportunities were identified: 
 

1. No depreciation recoveries or rate of return recoveries on Water owned 
assets have been identified as asset values are currently not recorded for 
municipal expenditures. 

 
The Public Sector Accounting Board of the Canadian Institute of 
Chartered Accountants has approved revisions to standard PS3150 which 
requires municipalities to identify, value, and record all their assets on the 
municipal balance sheet effective 2009.  
 
The recovery of municipally owned assets should be reassessed at this 
point in time. 
 

2. USOA account 5410 records the costs associated with the PUC Customer 
Services Department. PUC will assess the potential to change the 
Department call tracking process to get better data to more accurately 
allocate these costs. 

 
3. The determination of total labour effort utilized budgeted time allocations 

for all Management staff. PUC will assess the implementation of an actual 
Management staff time tracking process to better allocate costs. 

 
4. The determination of total labour effort also utilized Management 

estimates of time associated with external contracted services. PUC will 
assess options to improve resource identification to better allocate costs. 
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PUC
Distribution

Inc. Water Telecom Energies

USOA
Account Account Description 

Customer Service Accounts

5310 Meter Reading 192,047 111,997 0 0
5315 Billing 162,087 0 0 0
5320 Collections 0 0 0 0
5321 Collections Arrears (Bad Debts) 5,263 0 0 0
5325 Collecting - Cash Over/Short 313
5335 Bad Debt Expense 64,744 22,799 395
5405 Community Relations Supervision (Call Centre) 0 0 0 0
5410 Community Relations (Call Centre) 63,825 4,089 81,464 0

488,278 138,885 81,860 0
LDC Only 

5415 Energy Conservation 37,289 0 0 0
5420 Community Safety Program 27,472 0 0 0

64,762 0 0 0
Business Development

5510 Business Development 0 0 56,683 11,554

Administration and General Accounts

5605 Executive Salaries and Expenses 77,411 58,189 6,731
5610 Management Salaries and Expenses 3,206 8,697 6,467 0
5615 General Administrative Salaries and Expenses 47,841 0 0
5620 Office Supplies and Expenses 36,148 0 2,680 0
5630 Outside Services Employed 102,382 7,765 6,830 5,813
5635 Property Insurance 51,711 55,224 1,645 870
5645 Pensions and Benefits (349,831)
5655 Regulatory Expenses 88,765 0 0 0
5665 Miscellaneous General Expenses 173,610 0 0 0
5675 Maintenance of General Plant 0 36,010 0

231,244 129,875 60,364 6,683

Totals 784,284 268,759 198,907 18,236

Appendix A
Direct Charges to Businesses ($ 2006)
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PUC
Services 

Costs to be Current Current Proposed Proposed
USOA Allocated Percent Dollars Percent Dollars 

Account Account Description 

Customer Service Accounts

5310 Meter Reading 304,043 63.00% 191,547         57.48% 174,764         
5315 Billing 623,842 56.14% 350,225         56.00% 349,351         
5320 Collections 187,339 56.14% 105,172         56.00% 104,910         
5321 Collections Arrears (Bad Debts) 163,212 56.14% 91,627           74.00% 120,777         
5325 Collecting - Cash Over/Short (87) 56.14% (49) 56.00% (49)
5405 Community Relations Supervision (Call Centre) 39,176 56.14% 21,993           56.00% 21,939           
5410 Community Relations (Call Centre) 495,284 56.14% 278,052         56.00% 277,359         

1,812,808 1,038,568      1,049,051      
Administration and General Accounts

5605 Executive Salaries and Expenses 185,402 51.39% 95,278           43.83% 81,262           
5610 Management Salaries and Expenses 238,430 51.39% 122,529         43.83% 104,504         
5615 General Administrative Salaries and Expenses 660,921 51.39% 339,647         43.83% 289,681         
5620 Office Supplies and Expenses 416,726 51.39% 214,156         43.83% 182,651         
5630 Outside Services Employed 71,376 51.39% 36,680           43.83% 31,284           
5635 Property Insurance 43,469 51.39% 22,339           43.83% 19,053           
5665 Miscellaneous General Expenses 7,533 51.39% 3,871             43.83% 3,302             
5675 Maintenance of General Plant - Queen St. Facility (water owned) 269,611 51.70% 139,389         43.83% 118,171         
5675 Maintenance of General Plant - Services Centre/Trbovich Centre 622,459 51.70% 321,812         43.83% 272,824         

2,515,928 1,295,701      1,102,731      

Totals 4,328,736 2,334,269 2,151,782

Total Dollar Impact (182,487)

Breakdown of Impact 
OM&A Capital Total 

Increase in Customer Services Costs 10,483           10,483           

Reversal of A&G Costs previously charged 100% to Operations (1,295,701) (1,295,701)

Allocation of Revised A&G Costs to O&M and Capital 760,885         341,847         1,102,731      
(69% O&M and 31% Capital)

(524,333) 341,847 (182,487)

Decrease Increase Decrease

Appendix B
PUC Services Allocation to PUC Distribution Inc. ($ 2006)

 
 
 



  

    
 
RDI Consulting Inc.   September 2007 

15 

PUC
Services 

Costs to be Current Current Proposed Proposed
USOA Allocated Percent Dollars Percent Dollars 

Account Account Description 

Customer Service Accounts

5310 Meter Reading 304,043 37.00% 112,496         42.52% 129,279         
5315 Billing 623,842 43.86% 273,617         44.00% 274,490         
5320 Collections 187,339 43.86% 82,167           44.00% 82,429           
5321 Collections Arrears (Bad Debts) 163,212 43.86% 71,585           26.00% 42,435           
5325 Collecting - Cash Over/Short (87) 43.86% (38) 44.00% (38)
5405 Community Relations Supervision (Call Centre) 39,176 43.86% 17,183           44.00% 17,237           
5410 Community Relations (Call Centre) 495,284 43.86% 217,231         44.00% 217,925         

1,812,808 774,240         763,758         
Administration and General Accounts

5605 Executive Salaries and Expenses 185,402 39.20% 72,678           39.97% 74,105           
5610 Management Salaries and Expenses 238,430 39.20% 93,464           39.97% 95,300           
5615 General Administrative Salaries and Expenses 660,921 39.20% 259,081         39.97% 264,170         
5620 Office Supplies and Expenses 416,726 39.20% 163,357         39.97% 166,566         
5630 Outside Services Employed 71,376 39.20% 27,979           39.97% 28,529           
5635 Property Insurance 43,469 39.20% 17,040           39.97% 17,375           
5665 Miscellaneous General Expenses 7,533 39.20% 2,953             39.97% 3,011             
5675 Maintenance of General Plant - Queen St. Facility (water owned) 269,611 39.43% 106,308         39.97% 107,764         
5675 Maintenance of General Plant - Services Centre/Trbovich Centre 622,459 39.43% 245,436         39.97% 248,797         

2,515,928 988,296         1,005,616      

Totals 4,328,736 1,762,536 1,769,374

Total Dollar Impact 6,838

Breakdown of Impact 
OM&A Capital Total 

Decrease in Customer Services Costs (10,483) (10,483)

Reversal of A&G Costs previously charged 100% to Operations (988,296) (988,296)

Allocation of Revised A&G Costs to O&M and Capital 703,931         301,685         1,005,616
(70% O&M and 30% Capital)

(294,847) 301,685 6,838

Decrease Increase Increase

Appendix C
PUC Services Allocation to Water ($ 2006)
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PUC
Services 

Costs to be Current Current Proposed Proposed
USOA Allocated Percent Dollars Percent Dollars 

Account Account Description 

Administration and General Accounts

5605 Executive Salaries and Expenses 185,402 0.59% 1,094             0.67% 1,242             
5610 Management Salaries and Expenses 238,430 0.59% 1,407             0.67% 1,597             
5615 General Administrative Salaries and Expenses 660,921 0.59% 3,899             0.67% 4,428             
5620 Office Supplies and Expenses 416,726 0.59% 2,459             0.67% 2,792             
5630 Outside Services Employed 71,376 0.59% 421                0.67% 478                
5635 Property Insurance 43,469 0.59% 256                0.67% 291                
5665 Miscellaneous General Expenses 7,533 0.59% 44                  0.67% 50                  
5675 Maintenance of General Plant - Queen St. Facility (water owned) 269,611 0.00% -                 0.67% 1,806             
5675 Maintenance of General Plant - Services Centre/Trbovich Centre 622,459 0.00% -                 0.67% 4,170             

2,515,928 9,581             16,857           

Total Dollar Impact 7,276

Breakdown of Impact 
OM&A Capital Total 

Reversal of A&G Costs previously charged 100% to Operations (9,581) (9,581)

Allocation of Revised A&G Costs to O&M and Capital 10,620           6,237             16,857
(63% O&M and 37% Capital)

1,039 6,237 7,276

Increase Increase Increase

Appendix D
PUC Services Allocation to Telecom ($ 2006)
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PUC
Services 

Costs to be Current Current Proposed Proposed
USOA Allocated Percent Dollars Percent Dollars 

Account Account Description 

Administration and General Accounts

5605 Executive Salaries and Expenses 185,402 0.00% -                 0.17% 315                
5610 Management Salaries and Expenses 238,430 0.00% -                 0.17% 405                
5615 General Administrative Salaries and Expenses 660,921 0.00% -                 0.17% 1,124             
5620 Office Supplies and Expenses 416,726 0.00% -                 0.17% 708                
5630 Outside Services Employed 71,376 0.00% -                 0.17% 121                
5635 Property Insurance 43,469 0.00% -                 0.17% 74                  
5665 Miscellaneous General Expenses 7,533 0.00% -                 0.17% 13                  
5675 Maintenance of General Plant - Queen St. Facility (water owned) 269,611 0.00% -                 0.17% 458                
5675 Maintenance of General Plant - Services Centre/Trbovich Centre 622,459 0.00% -                 0.17% 1,058             

2,515,928 -                 4,277             

Total Dollar Impact 4,277

Breakdown of Impact 
OM&A Capital Total 

Reversal of A&G Costs previously charged 100% to Operations 0 0

Allocation of Revised A&G Costs to O&M and Capital 3,550             727                4,277
(83% O&M and 17% Capital)

3,550 727 4,277

Increase Increase Increase

Appendix E
PUC Services Allocation to Energies ($ 2006)
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PUC
Services 

Costs to be Current Current Proposed Proposed
USOA Allocated Percent Dollars Percent Dollars 

Account Account Description 

Administration and General Accounts

5605 Executive Salaries and Expenses 185,402 8.82% 16,352           15.37% 28,496           
5610 Management Salaries and Expenses 238,430 8.82% 21,029           15.37% 36,647           
5615 General Administrative Salaries and Expenses 660,921 8.82% 58,293           15.37% 101,583         
5620 Office Supplies and Expenses 416,726 8.82% 36,755           15.37% 64,051           
5630 Outside Services Employed 71,376 8.82% 6,295             15.37% 10,970           
5635 Property Insurance 43,469 8.82% 3,834             15.37% 6,681             
5665 Miscellaneous General Expenses 7,533 8.82% 664                15.37% 1,158             
5675 Maintenance of General Plant - Queen St. Facility (water owned) 269,611 8.82% 23,780           15.37% 41,439           
5675 Maintenance of General Plant - Services Centre/Trbovich Centre 622,459 8.82% 54,901           15.37% 95,672           

2,515,928 221,905         386,698         

Total Dollar Impact 164,793

Breakdown of Impact 
OM&A Capital Total 

Reversal of A&G Costs previously charged 100% to Operations (221,905) (221,905)

Allocation of Revised A&G Costs to O&M and Capital 371,230         15,468           386,698
(96% O&M and 4% Capital)

149,325 15,468 164,793

Increase Increase Increase

Appendix F
PUC Services Administration and General Costs Retained ($ 2006)

 
 
 



Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party Capital Expense Capital Expense TOTAL

In 2006 allocated 120,123.57$          286,015.24$            21,995.63$           291,585.52$           6,386.79$           70,793.36$           322.46$          797,222.57$            

If using Vehicle hours & General Allocations veh hr 241,541.77$          198,279.47$            47,482.07$           200,917.08$           11,388.10$         17,201.18$  5,992.35$             71,570.25$   810.00$          41.65$    292.23$       1,706.42$    797,222.57$            
Gen

Effect of change Increase to Capital 121,418.20$          25,486.44$           5,001.31$           71,570.25$   487.54$          292.23$       
Decrease to Expense (87,735.77)$            (90,668.44)$            (64,801.02)$          
Increase to Expense 17,201.18$  41.65$    1,706.42$    

If using DL hours & General Allocations DL hr 244,873.72$          201,486.47$            49,689.49$           209,663.45$           12,179.44$         -$             161.44$                75,651.88$   643.40$          -$        458.83$       2,414.46$    797,222.57$            
Gen

Effect of change Increase to Capital 124,750.15$          27,693.86$           5,792.65$           320.94$          458.83$       
Decrease to Expense (84,528.77)$            (81,922.07)$            (70,631.93)$          
Increase to Expense 75,651.88$   2,414.46$    

Appendix G
Analysis of Asset Ccharge
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Analysis of Vehicles--Asset charge

Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party Capital Expense Capital Expense

Method 1
By Trucking hours 27.28% 23.38% 6.44% 27.07% 1.28% 4.13% 1.42% 8.76% 0.12% 0.01% 0.01% 0.10% 100.00%

Method 2
By direct labour 28.08% 24.15% 6.97% 29.17% 1.47% 0% 0.02% 9.74% 0.08% 0% 0.05% 0.27% 100.00%

Total Vehicle depreciation for 2006 416,493.55$    
Method 1
$ by trucking hours 113,619.44$    97,376.19$    26,822.18$    112,744.80$  5,331.12$   17,201.18$       5,914.21$      36,484.83$    499.79$   41.65$    41.65$     416.49$     416,493.55$      

Allocate Servcies admn $17,201.18 3,182.22$        4,695.92$      774.05$         5,143.15$      172.01$      (17,201.18)$      -$               3,147.82$      51.60$     -$        -$         34.40$       (0.00)$               

116,801.66$    102,072.12$  27,596.24$    117,887.96$  5,503.13$   -$                  5,914.21$      39,632.65$    551.40$   41.65$    41.65$     450.90$     416,493.55$      

Method 2
$ by direct lab hours 116,951.39$    100,583.19$  29,029.60$    121,491.17$  6,122.46$   -$                  83.30$           40,566.47$    333.19$   -$        208.25$   1,124.53$  416,493.55$      

Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party Capital Expense Capital Expense

Other  Services assets 2006 depreciation Allocator

Major tools & Equipment (Electric) 79,909.20$                                       Line dept DL 41,933.69$      28,561.56$    7.70$             151.20$         1,672.84$   19.26$           6,941.76$      75.12$     -$        93.42$     452.64$     79,909.20$        

Major tools & Equipment (Water) 5,370.69$                                         Water Dept DL 23.37$             42.06$           861.15$         4,440.03$      4.09$             5,370.69$          

Communications Equipment 26,433.34$                                       Pooled % 7,422.48$        6,383.65$      1,842.40$      7,710.61$      388.57$      -$                  5.29$             2,574.61$      21.15$     -$        13.22$     71.37$       26,433.34$        

Radio /Pager equipment (Water) 948.43$                                            Water Dept DL 4.13$               7.43$             152.07$         784.08$         0.72$             948.43$             

System Supervisory 1,031.92$                                         Pooled % 289.76$           249.21$         71.92$           301.01$         15.17$        -$                  0.21$             100.51$         0.83$       -$        0.52$       2.79$         1,031.92$          

General Office Equipment (Electric) 17,607.19$                                       Line dept DL 9,239.67$        6,293.25$      1.70$             33.32$           368.59$      4.24$             1,529.55$      16.55$     -$        20.58$     99.73$       17,607.19$        

General Office Equipment (Water) 3,726.66$                                         Water Dept DL 16.22$             29.18$           597.54$         3,080.88$      2.84$             3,726.66$          

Computer Hardware 104,002.38$                                     Pooled % 29,203.87$      25,116.57$    7,248.97$      30,337.49$    1,528.83$   -$                  20.80$           10,129.83$    83.20$     -$        52.00$     280.81$     104,002.38$      

Computer Software 71,468.76$                                       Pooled % 20,068.43$      17,259.71$    4,981.37$      20,847.44$    1,050.59$   -$                  14.29$           6,961.06$      57.18$     -$        35.73$     192.97$     71,468.76$        

Stores equipment 20,907.41$                                       Pooled % 5,870.80$        5,049.14$      1,457.25$      6,098.69$      307.34$      -$                  4.18$             2,036.38$      16.73$     -$        10.45$     56.45$       20,907.41$        

Service Centre 49,323.04$                                       Pooled % 13,849.91$      11,911.51$    3,437.82$      14,387.53$    725.05$      -$                  9.86$             4,804.06$      39.46$     -$        24.66$     133.17$     49,323.04$        

380,729.02$                                     TOTAL 127,922.33$    100,903.28$  20,659.89$    88,172.28$    6,056.99$   -$                  78.14$           35,085.41$    310.20$   -$        250.58$   1,289.92$  380,729.02$      

Total depreciation in Services to be allocated in 2006
Vehicles 416,493.55$                                     
Other assets (above) 380,729.02$                                     

797,222.57$                                     

In 2006 the asset charge was allocated as follows:
First
Distribution (expense) 51.69% 412,084.35$                                     
Water (expense) 39.43% 314,344.86$                                     
Servcies (expense) 8.88% 70,793.36$                                       

797,222.57$                                     
Then re-distributed to capital and the final result was:
Electric capital 120,123.57$                                     15.07%
Electric expense 286,015.24$                                     35.88%
Water capital 21,995.63$                                       2.76%
Water expense 291,585.52$                                     36.58%
Services capital 6,386.79$                                         0.80%
Services expense 70,793.36$                                       8.88%
Telecom capital 322.46$                                            0.04%
Telecom expense -$                                                  
Energies capital -$                                                  
Energies expense -$                                                  

797,222.57$                                     100.00%  
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Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party Capital Expense Capital Expense TOTAL

In 2006 allocated -$                       -$                        -$                      -$                        -$                    0 -$                      0 -$                0 0 0 -$                        

If using Vehicle hours & General Allocations 141,508.31$          119,119.81$            27,268.65$           108,616.47$           6,817.55$           4,024.45$    2,170.39$             38,622.48$       277.81$          3.05$      200.08$       1,204.01$    449,833.05$            

Effect of change Increase to Capital 141,508.31$          27,268.65$           6,817.55$           38,622.48$       277.81$          200.08$       
Increase to Expense 119,119.81$            108,616.47$           2,170.39$             
Increase to Expense 4,024.45$    3.05$      1,204.01$    

If using DL hours & General Allocations 138,803.07$          113,854.31$            27,872.27$           117,823.89$           6,878.33$           -$             90.99$                  42,515.73$       362.55$          -$        260.97$       1,370.92$    449,833.05$            

Effect of change Increase to Capital 138,803.07$          27,872.27$           6,878.33$           362.55$          260.97$       
Increase to Expense 113,854.31$            117,823.89$           90.99$                  
Increase to Expense 42,515.73$       1,370.92$    

Additional revenue to Services

If using Vehicle hours & General Allocations

Total rate of return 449,833.05$            
Less:  Services keeps 44,817.32$              

405,015.73$            

If using DL hours & General Allocations
Total rate of return 449,833.05$            

Less:  Services keeps 42,606.72$              
407,226.33$            

Appendix H 
Analysis of Rate of Return Calculation 
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Analysis of Vehicles--Rate of return on assets

Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party Capital Expense Capital Expense

Method 1
By Trucking hours 29.81% 27.52% 6.58% 23.28% 1.43% 2.57% 1.35% 7.25% 0.03% 0.00200% 0.01% 0.16% 100.00%

Method 2
By direct labour 28.08% 24.15% 6.97% 29.17% 1.47% 0% 0.02% 9.74% 0.08% 0% 0.05% 0.27% 100.00%

NBV of vehicles Jan 1 2006 2,039,573.25$       

Apply rate of return @ 7.67% 156,435.27$          

Method 1
$ by trucking hours 46,632.26$            43,044.62$          10,299.92$           36,424.75$         2,238.81$          4,024.45$         2,110.68$      11,343.55$            40.40$    3.05$       17.32$    255.46$     156,435.27$            

Allocate Servcies admn $17,201.18 744.52$                 1,098.67$            181.10$                1,203.31$           40.24$               (4,024.45)$        -$              736.47$                 12.07$    -$        -$        8.05$         (0.00)$                      

47,376.78$            44,143.29$          10,481.02$           37,628.06$         2,279.05$          -$                  2,110.68$      12,080.02$            52.47$    3.05$       17.32$    263.51$     156,435.27$            

Method 2
$ by direct lab hours 43,927.02$            37,779.12$          10,903.54$           45,632.17$         2,299.60$          -$                  31.29$           15,236.80$            125.15$  -$        78.22$    422.38$     156,435.27$            

Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
7.67% Capital Expense Capital Expense Capital Admn Expense Third Party Capital Expense Capital Expense

Other  Services assets Opening NBV Jan 1 2006 Rate of return Allocator

Major tools & Equipment (Electric) 506,185.69$                                     38,824.44$                                       Line dept DL 20,373.78$            13,876.83$          3.74$                    73.46$                812.76$             9.36$             3,372.70$              36.50$    -$        45.39$    219.92$     38,824.44$              

Major tools & Equipment (Water) 32,659.05$                                       2,504.95$                                         Water Dept DL 10.90$                   19.62$                 401.65$                2,070.88$           1.91$                     2,504.95$                

Communications Equipment 212,454.01$                                     16,295.22$                                       Pooled % 4,575.70$              3,935.30$            1,135.78$             4,753.32$           239.54$             -$                  3.26$             1,587.15$              13.04$    -$        8.15$      44.00$       16,295.22$              

Radio /Pager equipment (Water) 2,425.08$                                         186.00$                                            Water Dept DL 0.81$                     1.46$                   29.82$                  153.77$              0.14$                     186.00$                   

System Supervisory 9,279.51$                                         711.74$                                            Pooled % 199.86$                 171.88$               49.61$                  207.61$              10.46$               -$                  0.14$             69.32$                   0.57$      -$        0.36$      1.92$         711.74$                   

General Office Equipment (Electric) 264,564.70$                                     20,292.11$                                       Line dept DL 10,648.63$            7,252.91$            1.96$                    38.40$                424.80$             4.89$             1,762.79$              19.08$    -$        23.72$    114.94$     20,292.11$              

General Office Equipment (Water) 56,057.06$                                       4,299.58$                                         Water Dept DL 18.71$                   33.67$                 689.40$                3,554.52$           3.28$                     4,299.58$                

Computer Hardware 530,434.13$                                     40,684.30$                                       Pooled % 11,424.15$            9,825.26$            2,835.70$             11,867.61$         598.06$             -$                  8.14$             3,962.65$              32.55$    -$        20.34$    109.85$     40,684.30$              

Computer Software 163,222.26$                                     12,519.15$                                       Pooled % 3,515.38$              3,023.37$            872.58$                3,651.84$           184.03$             -$                  2.50$             1,219.36$              10.02$    -$        6.26$      33.80$       12,519.15$              

Stores equipment 225,790.74$                                     17,318.15$                                       Pooled % 4,862.94$              4,182.33$            1,207.08$             5,051.70$           254.58$             -$                  3.46$             1,686.79$              13.85$    -$        8.66$      46.76$       17,318.15$              

Service Centre 1,822,192.17$                                  139,762.14$                                     Pooled % 39,245.21$            33,752.56$          9,741.42$             40,768.62$         2,054.50$          -$                  27.95$           13,612.83$            111.81$  -$        69.88$    377.36$     139,762.14$            

3,825,264.40$                                  293,397.78$                                     TOTAL 94,876.05$            76,075.19$          16,968.73$           72,191.72$         4,578.74$          -$                  59.71$           27,278.93$            237.41$  -$        182.76$  948.55$     293,397.78$            

 
 
 
 
 
 
 
 
 
 
 
 



  

    
 
RDI Consulting Inc.   September 2007 

23 

Mgt Customer Customer Externally Work O&M/ Total
Direct Labour Service Service Contracted Activity Capital Business
Labour (Indirect) Direct Allocated Services Total % Split %

Water Capital 6,802.50          2,646.00         21,166.00       30,614.50         12.01% 30%
39.97% Water

Water Operating & Mtce 44,876.75        10,049.80       257.00            9,082.20         6,991.00         71,256.75         27.96% 70%

PUC Distribution- Capital & CDM 27,613.00        5,024.97         2,350.00         34,987.97         13.73% 31%
43.83% LDC

PUC Distribution  Operating & Mtce 41,035.75        6,026.80         1,869.50         11,625.05       16,160.00       76,717.10         30.10% 69%

PUC Services - Capital 1,489.00          109.00            1,598.00           0.63% 4%

PUC Servcies Operating & Mtce 74.50               74.50                0.03% 15.37% Services

PUC Services - Contract Work 27,476.00        6,643.44         3,374.00         37,493.44         14.71% 96%

Telecom Operating & Mtce 73.00               293.80            711.00            1,077.80           0.42% 63%
0.67% Telecom

PUC Telecom capital 377.00             246.00            623.00              0.24% 37%

PUC Energies Capital 71.50               -                  71.50                0.03% 17%
0.17% Energies

PUC Energies Operating & Mtce 300.50             61.10              -                  361.60              0.14% 83%

150,189.50      30,745.91       2,126.50         20,707.25       51,107.00       254,876.16       100% 100%

PUC Labour Hours Summary 
Appendix I 
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PUC
Distribution

Inc. Water Telecom Energies Services Total Allocation Basis 

USOA
Account Account Description 

Customer Service Accounts

5310 Meter Reading 63.00% 37.00% 100% Relative number of meters

5315 Billing 56.14% 43.86% 100% Relative number of customers
5320 Collections 56.14% 43.86% 100% Relative number of customers
5321 Collections Arrears (Bad Debts) 56.14% 43.86% 100% Relative number of customers
5325 Collecting - Cash Over/Short 56.14% 43.86% 100% Relative number of customers
5405 Community Relations Supervision (Call Centre) 56.14% 43.86% 100% Relative number of customers
5410 Community Relations (Call Centre) 56.14% 43.86% 100% Relative number of customers

Administration and General Accounts

5605 Executive Salaries and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5610 Management Salaries and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5615 General Administrative Salaries and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5620 Office Supplies and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5630 Outside Services Employed 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5635 Property Insurance 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5645 Pensions and Benefits 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5655 Regulatory Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business
5665 Miscellaneous General Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100% Relative FTEs identified by business

5675 Maintenance of General Plant 51.70% 39.43% 0.00% 0.00% 8.82% 100% Relative FTEs identified by business
modified by removing Telecom as 
they do not use any of the facilites

Appendix J
Current Allocation Factors (Services Costs Not Able To Be Directly Charged)
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PUC
Distn.
Inc. Water Telecom Energies Services Total Allocation Basis 

USOA
Account Account Description 

Customer Service Accounts

5310 Meter Reading 57.48% 42.52% 100% Option 1 - Relative number of meter reads per 2006 contractor billings
56.00% 44.00% Option 2  - Relative number of customers at December 31, 2006 

5315 Billing 56.00% 44.00% 100% Relative number of customers at December 31, 2006 

5320 Collections 56.00% 44.00% 100% Relative number of customers at December 31, 2006 

5321 Collections Arrears (Bad Debts) 74.00% 26.00% 100% Option 1 - Relative bad debt expense (3 yr average)
56.00% 44.00% Option 2  - Relative number of customers at December 31, 2006 

5325 Collecting - Cash Over/Short 56.00% 44.00% 100% Relative number of customers at December 31, 2006 
5405 Community Relations Supervision (Ca  56.00% 44.00% 100% Relative number of customers at December 31, 2006 
5410 Community Relations (Call Centre) 56.00% 44.00% 100% Relative number of customers at December 31, 2006 

Administration and General Accounts

5605 Executive Salaries and Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5610 Management Salaries and Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5615 General Administrative Salaries and E 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5620 Office Supplies and Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5630 Outside Services Employed 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5635 Property Insurance 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5645 Pensions and Benefits 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5655 Regulatory Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5665 Miscellaneous General Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 
5675 Maintenance of General Plant 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours 

Appendix K
Proposed Allocation Factors (Services Costs Not Able To Be Directly Charged)
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Account # Description 2006 Actual 2006 exclusions

01.5605.1000.01.0003 Adm & Gen Exec Indir Lab 53,859.80$          -$                               

01.5605.1000.01.0004 Admin & Gen Exec Lab OH 11,925.80$          -$                               

01.5605.1000.04.0110 Admin & Gen Exec Registrt 2,065.00$            2,065.00$                       

01.5605.1000.04.0111 Admin & Gen Exec Transpor 4,641.11$            4,641.11$                       

01.5605.1000.04.0112 Admin & Gen Exec Meals 407.26$               407.26$                          

01.5605.1000.04.0113 Admin & Gen Exec Accomodt 920.88$               920.88$                          

01.5605.1000.04.0999 Admin & Gen Exec Misc (69.00)$                (69.00)$                          

01.5605.1049.04.0111 Admin & Gen Exec Travel 1,844.00$            1,844.00$                       

01.5605.1100.01.0005 Board Salaries 1,158.33$            -$                               

01.5605.2000.04.0110 Admn & Gen Exec Regist 625.00$               625.00$                          

01.5605.2000.04.0111 Admin & Gen Exec Travel 32.71$                 32.71$                            

01.5610.2200.04.0112 Adm Mgmt Sal/Exp Meals 38.76$                 38.76$                            

01.5610.3000.01.0003 Adm Mgmt Salary Indir Lab 56.50$                 56.50$                            

01.5610.3000.01.0004 Admin Mgmt Salary Lab OH 12.51$                 12.51$                            

01.5610.3000.04.0999 Adm Mgmt Sal/Exp Misc 10.00$                 10.00$                            

01.5610.4000.04.0111 Admn Mgmt Sal Travel 617.06$               617.06$                          

01.5610.4044.04.0110 Adm Mgmt Sal/Exp Registrt 313.00$               313.00$                          

01.5610.5000.04.0111 Adm Mgmt Sal/Exp Travel 1,330.08$            1,330.08$                       

01.5610.5000.04.0112 Adm Mgmt Sal/Exp Meals 74.51$                 74.51$                            

01.5610.5044.04.0110 Adm Mgmt Sal/Exp Registrt 250.00$               250.00$                          

01.5610.5144.04.0112 Adm Mgmt Sal/Exp Meals 39.62$                 39.62$                            

01.5610.5144.04.0113 Adm Mgmt Accommodations 463.58$               463.58$                          

01.5615.1000.01.0003 Adm Gen Sal/Exp Indir Lab 23,734.28$          -$                               

01.5615.1000.01.0004 Admin Gen Sal/Exp Lab OH 5,255.36$            -$                               

01.5615.4100.01.0002 Admin Gen Salary Lab OH 18,851.54$          18,851.54$                     

01.5620.4100.04.0175 Adm Office Bank Charges 37,500.00$          37,500.00$                     

01.5620.4100.04.0999 Admin Office Misc (1,351.78)$           

01.5630.1000.04.0111 Admin Outside Serv Travel 26.49$                 26.49$                            

01.5630.1000.04.0112 Admin Outside Serv Meals 17.23$                 17.23$                            

01.5630.1000.04.0113 Admin O/S Serv Accomodatn 368.68$               368.68$                          

01.5630.1000.04.0405 Admin O/S Serv Legal Fees 875.00$               875.00$                          

01.5630.1000.04.0410 Admin O/S Serv Consulting 24,050.00$          24,050.00$                     

01.5630.1000.04.0999 Admin Outside Serv Misc 453.07$               

01.5630.4000.04.0410 Admin O/S Tax Consult 5,920.00$            

01.5630.4000.04.0405 Admin O/S Serv Legal Fees 68,485.58$          68,485.58$                     

01.5630.4100.04.0999 Adm Outside Serv Misc 1,150.00$            

01.5630.5000.04.0410 Admin O/S Serv Consulting 800.00$               

01.5630.5100.04.0405 Adm O/S Serv Legal Fees 235.00$               

01.5635.3400.04.0600 Admin Property Insurance 51,711.49$          51,711.49$                     

01.5655.1000.04.0111 Adm Regulatory Exp Travel 618.00$               

01.5655.1000.04.0999 Admin Regulatory Expenses 60,364.25$          

01.5655.2100.01.0001 Adm Regulatory Ex Dir Lab 1,085.84$            

01.5655.2100.01.0002 Adm Regulatory Exp Lab OH 433.41$               

01.5655.2100.03.0001 Adm Regulatory Exp Truck 70.81$                 

01.5655.3098.04.0410 Admin Reg Exp Consulting 7,861.88$            7,861.88$                       

01.5655.3400.04.0105 Adm Regulatory Stationary 1,507.68$            

01.5655.3400.04.0260 Adm Regulatory Sault Star 2,493.30$            

01.5655.3400.04.0263 Adm Regulatory Alrick 722.10$               

01.5655.4000.04.0111 Admn regulatory Travel 707.73$               

01.5655.4000.04.0405 Adm Regulatory Legal 1,320.01$            

01.5655.4000.04.0410 Adm Regulatory Consulting 5,500.00$            

01.5655.4000.04.0999 Adm Regulatory Misc 5,646.78$            1,000.00$                       

01.5655.5100.01.0001 Adm Regulatory Ex Dir Lab 431.65$               

01.5655.5100.01.0002 Adm Regulatory Exp Lab OH 1.78$                   

01.5665.1000.04.0330 Adm Misc Indust Assn Dues 44,100.00$          

01.5665.3100.01.0003 Adm Mis Gen Exp Indir Lab 9,164.03$            9,164.03$                       

01.5665.3100.01.0004 Admin Misc Gen Exp Lab OH 2,029.15$            2,029.15$                       

01.5665.4000.01.0003 Adm Mis Gen Exp Indir Lab 92,774.68$          

01.5665.4000.01.0004 Admin Misc Gen Exp Lab OH 20,542.51$          

01.5665.5100.04.0321 Admin Misc Exp Co Mmbrshp 5,000.00$            

581,074.04$        235,613.65$                  

Appendix L
PUC Distribution Inc.

Administrative and General Costs Excluded From Allocation to Capital 
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LDC Water Telecom Energies Services 
Operating , Maintenance  and Administration Expenses 

Change in Allocation of Customer Service Costs and A&G Costs (Appendices B to F)  (524,333) (294,847) 1,039 3,550 149,325

Change in Allocation of Existing Asset Charge ( no rate of return) - Appendix G 

     Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets  (87,736) (90,668) 42 1,706 (47,600)
     Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets  (84,529) (81,922) 2,414 5,020

Introduction of Rate of Return in Allocation of Asset Charge - Appendix H 

     Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets  119,120 108,616 3 1,204 44,816
     Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets  113,854 117,824 1,371 42,607

Revenue Increase to Services - Rate of Return Charge (449,833)

Eligible Directly Charged Administrative and General Expenses Allocated to Capital
( LDC - gross expenditures of $581,074 less excluded expenses of $235,614 (per Appendix L) X  31% (107,093) (38,963) (22,335) (1,136) 0

(other businesses - direct A&G expenses X capital proportion per Appendix I)

Total - Option 1 (600,042) (315,862) (21,251) 5,324 (303,292)

Total - Option 2 (602,101) (297,908) (21,296) 6,199 (252,881)

Capital Expenses

Change in Allocation of A&G Costs (Appendices B to F)  341,847 301,685 6,237 727 15,468

Change in Allocation of Existing Asset Charge ( no rate of return) - Appendix G 

     Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets  121,418 25,486 488 292 76,571
     Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets  124,750 27,694 321 459 5,793

Introduction of Rate of Return in Allocation of Asset Charge - Appendix H 

     Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets  141,508 27,269 278 200 6,818
     Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets  138,803 27,872 363 261 6,878

LDC - Eligible Directly Charged Administrative and General Expenses Allocated to Capital 107,093 38,963 22,335 1,136 0
( gross expenditures of $581,074 less excluded expenses of $235,614 (per Appendix L) X  31%

(other businesses - direct A&G expenses X capital proportion per Appendix I)
Total - Option 1 711,866 393,403 29,338 2,355 98,857

Total - Option 2 712,493 396,214 29,256 2,583 28,139

Appendix M
Summary of Costing Changes 

 



 

 

 

 

 

 

 

 

 

 

Appendix G – Succession Plan  















































 

 

 

 

 

 

 

 

 

 

Appendix H – Organization Chart 



 PUC SERVICES Inc. 
 
Below is the organization chart for PUC Services Inc. with the estimated equivalent employees applicable to PUC Distribution Inc.  Labour costs charged to PUC Distribution are actual labour costs (actual hours x collective agreement rate).  Services such as billing, collection, customer 

service, and administration are allocated to PUC Distribution based on cost drivers as described in the rate application.  Any labour that is directly associated to PUC Distribution (line, station, etc.) is charged to PUC Distribution as a pass-through at cost based on daily time sheets. 

  

 

CEO & PRESIDENT 
DOMINIC PARRELLA .46 

OFFICE ASSISTANT, PURCHASING 
A. McAulay .7 

ISSUING & RECEIVING CLERK 
K. Burry .7 C. Palaro .7 
M. Bouliane (.25) .16 

EXECUTIVE SECRETARY 
Trina Avery .46 

MANAGER  
STATIONS, METERING, FLEET 

Kevin Orr .76 

SUPERVISOR 
STATIONS, 

METERING, FLEET 
Joe Genua .76 

LEAD HAND 
R. Boston 0 C. Scott 0 

PLANT OPERATOR 
T. Dunne 0 B. Reid 0 
T. Nicholas 0 R. Gilmar 0 
S. Ahola 0 

LABORATORY 
TECHNICIAN 
L. Shushkewich 0 

INSTRUMENT & 
MAINTENANCE 
TECHNICIAN 
R. Becker 0 M. Delfgou 0 

MAINTENANCE 
MECHANIC II 
A. Mallia 0 

MAINTENANCE 
MECHANIC I 
J. Simon 0 A. Roberts 
0 

OFFICE ASSISTANT 
WATER SERVICE OPERATIONS 
K. Mathieu 0 

OFFICE ASSISTANT 
DWQMS 
K. Tessier 0 

LEAD HAND 
K. Sutton 0 D. Irwin 0 

WATER TREATMENT PLANT 
OPERATOR 
D. Darou .3 D. Smith .3 
J. Legacy 0 B. Culp .3 
S. Dewar 0 K. Broad 0 
K. Hubley 0 G. Pero 0 
D. McLaughlin 0  
M. Jakucinskas .3 

INSTRUMENTATION 
TECHNICIAN 
M. Post 0 G. Robertson 0 

MTCE MECHANIC II 
B. Burtch 0 

 
LEAD HAND 
R. White 0 P. Linklater 0 
R. MacLean 0 

WORK PLANNER 
L. Ushey 0 

MACHINE OPERATOR 
K. Cupido 0 B. Findlay 0 
J. Witty 0 

PIPEFITTER 
A. Anich 0 H. Hanka 0 
R. Quevillon 0 

VACUMM TRUCK OPERATOR 
A. Byers .3 

TRUCK DRIVER 
M. Pintaric 0 B. Jurich 0 
S. Solomon 0 

LABOURER 
I. Burkhart.2 R. Pelletier.2 

LEAD HAND 
D. Gjos .8 J. Miller .8 
M. Palaro .8 S. Boyle .8 
K. Vanderheyden .8 
G. Zimmer .8 

WORK PLANNER 
G. Barrett .8 R Palahnuk .8 

FORESTRY TECHNICIAN 
P. Bursche .9 

POWERLINE TECHNICIAN 
 
C. Deschamps .8 
M. Giciuk .8 
S. Foster .8 
J. Priddle .8 
B. Brown .8 
R. Watson .8 
J. Gillson .8 
F. Barone .8 
D. Healey .8 
J. Secondi .8 
M. Jarrell .8 
R. Palahnuk .8 
C. Mah .8 
J. Cole .8 
R. Valotaire .8 
K. Thompson .8 
Jas. Miller .8 
M. Jakibchuk .8 
A. Kirby .8 
H. McLeod .8 
Coop Student (.67) .67 

BILLING & DATA PROCESSING 
L. Huopalainen .56 J. Rout .56 
L. Paradis .56 T. Gillson .56 
C Moises .56 
MAILROOM SERVICES 
J. Mitchell .46 N. Ballstadt .46 

GENERAL LEDGER CLERK 
C. Fera .46 

SR CASH/COLLECTION 
CLERK 
P. Brown .56 

COST CLERK 
L. Burella .46 

ACCOUNTS PAYABLE 
CLERK 
S. Punch .46 

PAYROLL RECORDS 
CLERK 
L. Bullock .46 

COLLECTION CLERK 
M. Balgue .56  J. Greco .56 

ACCOUNTING CLERK 
A. Wilson .46 

CASHIER 
S. Ager .56 K. Cotgreave .56 

TECHNICAL SUPPORT 
ELECTRICIAN 
T. Langevin .46 

MAINTENANCE PERSON 
J. Gillies .46 H. Cotgreave .46 
M. Walker.46 
Summer Students (4) 1.2 

OFFICE ASSISTANT 
ENGINEERING 
J. Fischer .46 

ENGINEERING 
TECHNICIAN [ELECTRIC] 
J. Lapierre .9 
H. Vuotilainen .9 
M. Tomas .9 
M. Orr .9 
M. Grigg .9 
M. Romani .9 
T. Seabrook .9 
J. Robinson (.5) .5 

ENGINEERING 
TECHNICIAN [WATER] 
V. Favaro 0 
J. Toteda 0 
P. Planting 0 

GIS & RECORDS 
TECHNICIAN 
J. Tevc .98 
K. Whitfield .22 
To be filled .5 

MANAGER / QMS REP 
WATER TREATMENT OPERATIONS 

Dan Tonon 0 

SUPERVISOR 
WATER TREATMENT 

OPERATIONS 
Mike Lundrigan 0 / Carla Buckner 0 

MANAGER 
ENVIROMENTAL OPERATIONS 

John Griffiths  0 

SUPERVISOR 
ENVIRONMENTAL 

OPERATIONS 
Steve Piazza 0 

MANAGER 
WATER DISTRIBUTION OPERATIONS 

Paul Dalseg 0 

SUPERVISOR 
WATER DISTRIBUTION 

OPERATIONS 
Don DiDonato 0 

MANAGER 
LINE OPERATIONS 

Gary Filion .8 

SUPERVISOR 
LINE OPERATIONS 
Terry Zeppa .8 / Al 

Cannard .8 

ELECTRIC DISTRIBUTION 
ENGINEERING INTERN 

Darren Seabrook 1 
WATER DISTRIBUTION 

ENGINEER 
Andrew Hallett 0 

PROTECTION & CONTROL 
ENGINEER 

Jennifer Forde-Watling 1 

MANAGER 
ENGINEERING 
Rob Harten .66 

VICE PRESIDENT 
OPERATIONS & ENGINEERING 

Claudio Stefano .56 

DISPATCHER 
K. Guitard .46 

OFFICE ASSISTANT 
OPERATIONS 
To Be Filled .46 

FIELD SERVICES 
ADMINISTRATION REP 
S. Desjardins .56 

FIELD SERVICE REP 
M. Clark .56 B. Vallee .56 

BOARD OF DIRECTORS 

SUPERVISOR 
BILLING & SMART METERING 

Jennifer Robert .56 

PURCHASING AGENT 
Noella Flood .7 

VICE PRESIDENT 
FINANCIAL SERVICES 

Terry Greco .46 

VICE PRESIDENT 
CUSTOMER SERVICES & 

BUSINESS DEVELOPMENT 
Kevin Bell .46 

BLIND RIVER PLANT 
PLANT OPERATOR 
R. Jensen 0 K Anderson 0 

LEAD HAND ELECTRICIAN 
E. Pettenuzzo 1 

SUBSTATION ELECTRICIAN 
T. Peltonen 1 G. Perrin 1 
J. Simms 1 D. Vilaca 1 

ELECTRIC SYSTEM 
OPERATOR 
D. Bell 1 P. Johnston 1 

LEAD HAND FLEET 
MAINTENANCE 
R. Trainor .49 

MECHANIC 
D. See .49 

LEAD HAND METERING 
G. Thibault .53 

METERING 
B. Fawcett 0 M. Logan .46 
K. Morin .23 A. Trainor .92 
C. Strachan .88 J. Bumbacco .46 

MANAGER, 
SAFETY & ENVIRONMENT 

Al Tourigny .46 

SUPERVISOR 
SAFETY & ENVIRONMENT 

Ron Thomlinson .46 

MANAGER 
FINANCE 

Mark Faught .46 

SUPERVISOR 
FINANCE 

Debbie MacIntyre .46 
Jackie Beith .46 

RATES & REGULATORY 
OFFICER 

Jen Uchmanowicz 1 

MANAGER 
INFORMATION TECHNOLOGY 
and TELECOMMUNICATIONS 

Michael Lesnick .46 

NETWORK 
ADMINISTRATOR 

Carmen Coccimiglio 
.46 

BUSINESS 
SYSTEMS ANALYST 
Andrew Bostelaar .46 

MANAGER 
MARKETING 

Randy Johnson .46 

MANAGER 
BILLING & CUSTOMER 

SERVICES .56 
  

ADMINISTRATIVE 
ASSISTANT 

Mary Lynn Smith .46 

MANAGER 
HUMAN RESOURCES 

Lorri Kennis .46 

CONSERVATION & 
DEMAND OFFICER 

Brooke Suurna 1 

SUPERVISOR 
CUSTOMER SERVICES 

Tina Greco .56 

SR CUSTOMER SERVICES CLERK 
L. Odber .56 
CUSTOMER SERVICES CLERK 
S. Fleury .56 R. Biasucci .56 
T. Matheson .56 M. Robinson .56 
A. Spadafora .56 S. Giunti .56 
N. Boston (.5) .28 

OFFICE ASSISTANT CDM: 
C. Pruce 1 

SMART SYSTEMS 
ANALYST 1 

  



 

 

 

 

 

 

 

 

 

 

Appendix I – Management Agreements 





























 

 

 

 

 

 

 

 

 

 

Appendix J – Vehicle Garage Fumes 



Memo 

To: Joint Health & Safety Committee 

From: AI Tourigny, Randy Digulla, Paul Dalseg 

Date: December 19, 2001 

Re: Service Centre Garage Ventilation 

The Sub Committee met on December 3 And December 18, 2001. 

Discussions were held with the mechanic on whether mechanical changes like the 
installation of block heaters on trucks would help to reduce the exhaust emissions after cold 
startups. He felt it would not. 

We reviewed documentation on the matter from Henderson Metal dated March 17/97 and A 
Memo from Tom Godfrey to the Health & Safety Committee dated December 18/97 (both 
attached). 

The Sub Committee recommends that: 

1) It be confirmed that the existing ventilation system is operating to its desired capacity. 
(When was it last serviced and are the timers properly set?) 

2) A quailfied firm monitor the exhaust emissions for a specified period of time to 
determine if levels exceed the Government standards. 

3) Review the results & respond accordingly. 

Respectfully Submitted 

AI Tourigny 

Randy Digulla 

Paul Dalseg 
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SITE VISIT REPORT 
PUC Inc. 

Sec011d Line Service Centre 
Sault.Ste. Marie; Ontario 

January 27,2002 
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For ~lth and Safety Professionals Inc . 

. Jbri Sitnonds. C.I.H., RO.H . 
.. : Consulting Hygienist 

O.H.S. Services 
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I. OVERVIEW: 

Health ~d Safety Professio:Q.Iils . Inc. were contacted by PUC Inc. to assist with an 
evaluation of i:D.door air quality/at their Second Line Service Centre. Employees and the 
health and safety co:rnmittee have raised concerns over air quality in the office and repair 
areas at the facility. The c<m~.rW; ir.rvolve the potential fur health effects associated with 
the introdu~tiort ·of cont~ts from the vehicle storage area located adjacent to the 
office and repair (U'eas. Coiiip.J.#its a.dse primarily during the early morning hours after 
vehicles have beeri started an4 Bll6wed to warm up in the ga:r:age area. 

ll. EVALUATION: · · 

. . .. . ·. . . . . . 

The service center is ao older b6iJ,ding with several separate ventilation systems in place. 
·· The large vehicle storage g~ag¢: is an open storage area with a stand-alone ventilation 
system. The syStem is located :ak)ng the centre line of the garage and includes two large 

. fun · units with · attached exb.alisf,d:rop 'legs situated along the centre of the garage. The 
system does not . mclude an exf~al fresh ak intake. Equipment stored . :in the garage 
includes both large diesel seryi¢¢::vehicles and smaller gasoline powered vans and pickup 
trucks. The repair areas are ac;lJ4¢~t to the garage and are separated by a cement block 
waR The ventilation system ·irii9ris area. uses the long hallway adjacent to the garage as 
the return air ple,num, Both area;~:'bave corrugated steel roofs. The newer office areas have. 
a separate ventilgtio:O.. ~yst~m ~ provides air conditioning and uses a dropped ceiling as . · 

· the .reti.un air plenum. Employ¢.~ . bave expressed concerns over the potential for health 
. e:f'fucts ·from exhauSt gases iti ~repair and office areas. These concerns are related to the 

detection of exhaUst · gas s~lli.· :in the repair and office areas, which occur primarily 
during the 'early morning stait_Up· period and appear to get worse during colder winter 
months. Examination of the .. ¢qbnecting wall between the garage and repair areas 
indicated ~ver~llocations 'of ofuiious staining from contaminated air movement mto the 
repair spaces. 

Ill. COMMENTS: 

. . 

. SERVICE GARAGE 

Brief visual examination of tb,ti'~ ventilation system in the garage storage area indicates 
several obvious shortcomings, · · · 

. . . . 

The systein is sitii:ated along the centreline of the garage with exhaust drop 
legs. only in this.· ~eli. Due to the physics of air movement the potential for 
this · system . to : ·~e~ve exhaust gases in areas, which ary :o.ot directly .. 
adjacent to the e?diaust,. drop legs is extremely limited. 

2 
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. . •' . . 

The system does '::not include a mechanism to introduce additional makeup 
air~ The exb.aust <~Ystem Will only function ifthere is air available to move, . 
In order to ruive · tb,e system operate even marginally well the garage access 
door would have ·to remain open . 

.. · · · Even with the g$ge access doors open-air movement would occur only 
in those area,s dO,Wn stream from the makeup air source. · 

. ·. The ventilation s)ist¢m would appear to be under-designed .considering the . 
volume of the : ga,l'~ge spa.;:e and the current potential for contaminant . 
generation. Undetpeavy contaminant loads it would take a very long time ·· 
to provide suffici¢ri.t air exchange in the space. · 

REPAIR AREAS . 

As mdicated above, the ventilation system in this area uses the long hallway as a retum 
air plenum. ·This : produces a ;negative pressure in the hallway and in order for the system 
to remove air from the repair ~as the doors to these areas must remain open. This also 

· produces a relat~Ve negative . pte·~su,re along the adjoining wall with the· garage. The large ·· 
volume ~ent;es and t® plfessure cl.iff"erential between the two spaces provide a 
mechanism to · transport cm:ltai;Dlilated air · into the repair areas. In addition the cement 
block Wan.and corrugated metarfoofs alloW a corridor for air exchange. 

OFFICE AREAS 

Although the ne~er . office . areas ···~ ventilated separately if the doors adjacent to the hall 
· way are left open contaminated :~ :will ~so be transPorted into these areas. 

IV. RECOMMENDATIONS: :: · 

1) . AIR ~ONITORING . :;~: 
M motrltorin.g has been re<j4ested . to determine the potential fot health effects in the 
office and repaif areas .. Lm.ili,.ed air monitoring would be useful for determining the · 
magnitude :of certaill cont~ts in the space; however there are no exiSting · 
occupational exposure . ~¢lines for diesel exhaust in office . environments and 

· evaluating the potential l:l,azar<Jwould be difficult. 

··.' 
2) VENTILATION 
A thoro.ugh evaluation of the'.ventllation system in the garage storage area should be 
conducted to detennirie tbe;~:•ciumges necessary to adequately exhaust contamiimnts 
froni the space. · · · · 

3) INSPECTION · . · · 
Inspeet the coooectirig wa.Jt·het:ween the garage storage area and the repair offices and· . 
prevent air ·exchange be~'n the ·two spaces. Evaluate the iO.tak:e and exhaust 
arrangement for . all . 'VentfM~ion systems to ensure contaminants are not being 
introduced betWeen the systeirls. 

3 



4) PROCEDURES 

•Note: 

Evaluate cutrent:procedures for warm-up of vehicles during colder months 
to deternline if ~ill access doors to the garage are open during the warm-up 
period.· · . 
. Revjew the necessity to store and warm-up vehicles at this site. · 
Evaluate the aqBI:tgement of vehicles in the garage area. Vehicles that are 
likely to produce·· the .most exhaust contanri:oants should be parked as close 
as possible to the,i~xisting exhaust drop legs. 

This' report is based on limited ~ination of the ventil&tion systems at the site and is not intended to 
IJe a complete evaluation of ejtber the ventilation systems or the potential hazards . 

.. . 

Jon Simonds, C.LH., R.O.H. 
Consulting Hygienist 

O.H.S. Services 
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Date: February 18, 2002 

To: Joint Health & Safety Committee 

From: AI Tourigny 

Re: Service Centre Garage Ventilation 

A committee consisting of Randy Digulla, Clyde Healey, Tom Godfrey, AI Tourigny and Health and 
Safety professionals Jon Simonds and Louise Caicco Tett .ill'St on February 13/02 as a follow up of the 
Service Centre garage ventilation report submitted by Paul Dalseg, Randy Digulla and AI Tourigny. 

The purpose of the meeting was to determine if monitoring of the garage and offices by a qualified 
outside firm was warranted, what process was to be used and what substance was to be monitored. 

Further administrative controls were looked at to lesson the impact of exhaust emissions in the garage 
area. 

1) Possible split of fleet-reviewed with Line Dept, Water Dept., Meter Dept. and Mechanic 

-fleet is already split to optimum 

2) Vehicles parked in front of offices: 

-vehicles that are parked in front of offices are shut off as soon as they are parked 
and started only when leaving with the exception of a few Y2 tons. These individuals have 
been reminded to shut off their vehicle. 

3) Vehicles left running in the garage area: 

-staff will be reminded to shut off their vehicles when in the garage area, even if it is 
only for a short duration. 

4) Early start up procedure: 

-discussions with different depts. concluded that some trucks can be moved out earlier in the 
morning but these vehicle numbers are limited by the nature of the work. Arrangements are 
being made to have vehicle #'s posted on the dept. white board for early morning move out. 
This procedure may still present a problem for staff that start early. 

Note: The sub-committee of Dec.19, 2001 was included in the discussions. 



Conclusion: 

The Health and Safety committee members are asked to remind staff at their departmental meetings to 
shut off their vehicles when in the Service Centre garage area. 

Health and Safety professionals Jon Simonds will monitor the garage and office area for Carbon 
Monoxide and Nitrogen dioxide for a three day period: Feb. 20th, 21st and 22nd. Randy Digulla and 
AL Tourigny will be present for the testing. 

The results will be forwarded to the Health and Safety committee. 

----------------- --



 

 

 

 

 

 

 

 

 

 

Appendix K – Reports, Memos and Justification for New 
Positions 































































 

 

 

 

 

 

 

 

 

 

Appendix L – Conversion Program by Station 



Long-Term Construction Forecast   -  Voltage Conversion Program
Description Budget CommentsYear 

Convert Sub 10

Construct 35 KV lines on Willoughby St from 
Reid St to Sub 10

$550,000 To provide 35 KV source for Sub 102012

Rebuild Sub 10 $2,000,000 Due to growth and grid restrictions, need to 
accelerate the rebuild of Sub 10.

2012

Convert to 12 KV in the balance of the Sub 10 
area

$600,000 On-going voltage conversion. Final stage of Sub 10 
conversion. Mostly rear lot construction

2014

$3,150,000

Convert Sub 14

Convert to 12 KV in the Sub 14 area in the Pine 
St area

$330,000 On-going voltage conversion. Mostly rear lot 
construction commercial services

2013

Convert to 12 KV in the Sub 14 area of 
Wawanosh, McNabb, Willow and Pine

$725,000 On-going voltage conversion within road allowance. 
Poles are in need of replacement.

2013

Convert to 12 KV in the Sub 14 area along 
Chapple St

$330,000 On-going voltage conversion. Mostly underground 
commercial services

2014

Convert to 12 KV in the Sub 14 area in the 
Caledon - Leslie St area

$330,000 On-going voltage conversion. Mostly rear lot 
construction

2014

$1,715,000

Convert Sub 17

Upgrade grounding and fencing at Sub 17 $100,000 Upgrade grounding and fencing, conduct EIA and 
remediate site after removal of transformers 

2012

Convert to 12 KV in the Sub 17 area along 
Ontario & Forest Ave  area and McGregor & 

$750,000 On-going voltage conversion within road allowance.2015

Convert to 12 KV in the Laronde St area $1,060,000 On-going voltage conversion. Mostly underground 4 
KV plant that must be rebuilt (2150m @ $495/m)

2018
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Description Budget CommentsYear 

$1,910,000

Convert Sub 4

Rebuild to 35 & 12 KV lines on MacDonald from 
Pim to Pine St.

$600,000 On-going voltage conversion and improve grid 
security

2013

Rebuild to 35 & 12 KV lines on MacDonald from 
Pine St. to Lake St. + install step-dns for 

$800,000 On-going voltage conversion and improve grid 
security

2015

Upgrade station grounding and fencing $250,000 Residential area - will require some upgrades to 
suit area

2016

$1,650,000

Convert Sub 5

Purchase and install switchgear and 
transformers for Sub 5

$1,200,000 Final step in conversion of Sub 52016

$1,200,000

$9,625,000Overall Total

Wednesday, July 18, 2012 Page 2 of 2



 

 

 

 

 

 

 

 

 

 

Appendix M – New Building Reports and Shareholder 
Resolutions 
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