From: Dave Hovde [mailto:hovde@earthlink.net] 
Sent: June-18-13 3:04 PM
To: RRF; Larry Kaufmann
Subject: Response to Essex Powerlines Data Questions

Dear Mr. Dimmel,

PEG has reviewed the data comments provided by Essex Powerlines and has the following response:

 
1.       A comparison between Total Plant in Service and the Net Assets from the RRR is not valid.  PEG includes the undepreciated cost of distribution assets. Net Assets as shown on the schedules provided by Essex are in fact total assets.  The balancing liabilities and equity of the same amount with a negative sign can be seen below on the schedules submitted by Essex.  
2.       Differences in accumulated amortization do not affect the results because the 2002-2011 accumulated amortization/ depreciation data were not used in the PEG analysis.  PEG calculated economic depreciation as described in the report.  As described in the report, PEG only used accumulated amortization/ depreciation in the base year of 1989 for most distributors to determine benchmark capital stock.
3.       The plant additions data cited were not used in the analysis.  PEG calculated capital additions by year as described in the report.
4.       The OM&A data cited differs in part due to our exclusion of the CDM portion of community relations, bad debts and other expenses as detailed below.  The review also noted some unexplained differences in expenses as provided by Essex and those provided by staff.  PEG refers any additional questions about differences to OEB staff.
5.       Customer data for street lighting and sentinel lighting were not included in the total used in the study and therefore differences in these values do not impact the results of the analysis.
6.       The billed kW data were not used in the analysis.  PEG used peak demand as described in our report.  The values in the working papers are consistent with those provided to us.  PEG refers any additional questions about differences to OEB staff.
 

In order to assist your reconciliation effort, below is a listing of the included expenses.  Following the spreadsheet provided to PEG, the definition of OM&A is as follows:
 
	 
	Unadjusted 2006 EDR Groupings
	Trial Balance Accounts used

	32
	Operation
	5005, 5010, 5012, 5014, 5015, 5016, 5017, 5020, 5025, 5030, 5035, 5040, 5045, 5050, 5055, 5065, 5070, 5075, 5085, 5090, 5095, 5096

	33
	Maintenance
	5105, 5110, 5112, 5114, 5120, 5125, 5130, 5135, 5145, 5150, 5155, 5160, 5175

	34
	Billing and Collection 
	5305, 5310, 5315, 5320, 5325, 5330, 5340

	35
	Community Relations
	5405, 5410, 5420, 5425

	37
	Administrative and General Expenses
	5605, 5610, 5615, 5620, 5625, 5630, 5640, 5645, 5650, 5655, 5665, 5670, 5675, 5680

	38
	Insurance Expense
	5635, 6210

	40
	Advertising Expenses
	5515, 5660


 
 
Other expenses from item #4 refers to expenses that someone may consider part of OM&A that were not included in the study.  Here are all the expense categories from the spreadsheet with the excluded items highlighted:
 
	 
	Staff Proposed Cost Centre Groupings
	Groupings Used

	1
	Total OM&A
	Sum of the Operation and Maintenance, Administration and Bad Debt Expense Staff Cost Centre Groupings list below (2+3+4)

	2
	Operation and Maintenance
	Sum of Unadjusted 2006 EDR Groupings: Operations & Maintenance (32+33)

	3
	Administration
	Sum of Unadjusted 2006 EDR Groupings: Billing and Collection, Community Relations, Administrative and General Expenses, Insurance Expense, Advertising Expense, Other Distribution Expenses.  (34+35+37+38+40+46)

	4
	Bad Debt Expense
	Unadjusted 2006 EDR Grouping: Bad Debt Expense (39)

	5
	Amortization Expense
	Sum of Unadjusted 2006 EDR Groupings: Amortization of Assets and Other Amortization (42+43)

	 
	Note: Community Relations - CDM has been removed from the Administration Cost Centre (which was included in previous proposals)

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	Unadjusted 2006 EDR Groupings
	Trial Balance Accounts used

	30
	Power Supply Expenses
	4705, 4708, 4710, 4712, 4714, 4716, 4730, 5685

	31
	Other Power Supply Expenses
	4715, 4720, 4725, 4750, 5205, 5210, 5215

	32
	Operation
	5005, 5010, 5012, 5014, 5015, 5016, 5017, 5020, 5025, 5030, 5035, 5040, 5045, 5050, 5055, 5065, 5070, 5075, 5085, 5090, 5095, 5096

	33
	Maintenance
	5105, 5110, 5112, 5114, 5120, 5125, 5130, 5135, 5145, 5150, 5155, 5160, 5175

	34
	Billing and Collection 
	5305, 5310, 5315, 5320, 5325, 5330, 5340

	35
	Community Relations
	5405, 5410, 5420, 5425

	36
	Community Relations - CDM 
	5415

	37
	Administrative and General Expenses
	5605, 5610, 5615, 5620, 5625, 5630, 5640, 5645, 5650, 5655, 5665, 5670, 5675, 5680

	38
	Insurance Expense
	5635, 6210

	39
	Bad Debt Expense
	5335

	40
	Advertising Expenses
	5515, 5660

	41
	Charitable Contributions
	6205

	42
	Amortization of Assets
	5705, 5710, 5715, 5730, 5735, 5740

	43
	Other Amortization - Unclassified
	5720, 5725

	44
	Smart Meter Offset Expense 
	5695

	45
	Interest Expense - Unclassifed
	6005, 6010, 6015, 6020, 6025, 6030, 6035, 6040, 6042, 6045

	46
	Income Tax Expense - Unclassified
	6110, 6115

	47
	Other Distribution Expenses
	5505, 5510, 5520, 6105, 6215, 6225

	48
	Non-Distribution Expenses
	4505,  4510, 4515, 4520, 4525, 4530, 4535, 4540, 4545, 4550, 4555, 4560, 4565, 4605, 4610, 4615, 4620, 4625, 4630, 4635, 4640, 4805, 4810, 4815, 4820, 4825, 4830, 4835, 4840, 4845, 4850, 4905, 4910, 4946, 4930, 4935, 4940, 4945, 4950, 4960, 4965, 5060, 5165, 5170, 5172, 5178, 5185, 5186, 5190, 5192, 5195

	49
	Unclassified Expenses
	6305, 6310, 6315, 6405, 6410, 6415


 
Please feel free to follow up with any additional questions you may have.
 
Hope this helps.

 

 

Dave Hovde

Vice President

Pacific Economics Group Research

22 E. Mifflin Street

Suite 302

Madison, WI 53703

hovde@earthlink.net
 
