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Energy Probe-7

Reference(s): Exhibit 2, Tab 3, Schedule 10, p. 20

Please explain the practical application of cost sharing under the Public Service Works
on Highways Act (PSWHA). Specifically, what projects are covered, which costs are
shared and which are not shared, and is there a significant delay from the time the costs
are incurred by Alectra Utilities and their partial reimbursement?

Response:

As outlined in the Bathurst Street Road Widening Business Case in Attachment 31, Alectra

Utilities installs the majority of its electrical distribution infrastructure along road right of ways

that are owned and managed by local and regional Municipalities corresponding to Alectra

Utilities' service area at no cost to the utility. Alectra Utilities' distribution equipment occupies

road allowances, at no cost to the utility. In return, Alectra Utilities is required to remove,

relocate, or reconstruct its facilities, in order to accommodate the specific requirements of the

road authorities. The road authorities' road works programs drive plant relocation scope and

timing. Relocation of assets to accommodate road works impacts both overhead and

underground distribution plant. Alectra Utilities remains compliant with the Public Service Works

on Highways Act (.PSWHA') regarding regulatory obligations and recovery of capital

contributions. As per the PSWHA, Alectra Utilities recovers capital contributions as agreed to
with the road authority or, in the absence of agreement, based upon 50% of from the cost of
labour (including saving device costs). The PSWHA applies to capital projects initiated by road
authorities, which may include the Ministry of Transportation, a munrcipal corporation, board,

commission, or other body having control of the construction, improvement, alteration,
maintenance and repair of a highway and responsibility therefor.

It is Alectra Utilities' practice to establish a purchase order with a road authority before the start

of a relocation project and to invoice the road authority on major project milestones. Final

invoicing issuance may be delayed as Alectra Utilities gathers project costs and invoicing from

contractors and suppliers. For complex projects were Alectra Utilities and the Road Authority
have agreed to a specific apportionment of costs, as permitted by the PSWHA, payment of
capital contributions may take longer if clarification of billing costs is required. please also see

Alectra Utilities'response to Interrogatory BOMA-6 for further explanation of specific
apportionment of costs as it pertains to the yRRT project
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Public Service Worl<s on Highways Act

RSO I990.CHAPTERP49

| ... .i: .. r. . : ::: : I e_l.a\ s (:lul-cl.lc\ (liltc

L,ast arncndrrrenl: 2(X)(r. c 19. Sclrcd. C. s I ( l)

l.cgislativclliston:l99ll.c li.Sched ll.s l0:20(Xi.c l().Schcd C s |il).
Dclinitions

I In this Act.

"applianccs or $'orks'" lllcalls polcs. nircs. cottduits. trarslirrnrcrs. 1ti1tcs. piltc lincs or any othcr qorks. slruclltrcs ot.
applianccs placcd on or undcr a highuar bl'an opclutinli eorlrorlrtio'r. (''app:rrcils clu <luvragci")

"cost of l:rbour" lucaus.

(a) thc actrtal u'agcs paid to all lorkcrs ttp 1o ar-rd iucluding the lbrcurcn for their tiure actually spcllt on l1c l,ork aud i'
travelling lo and from lhe uork" attd lhc cosl ol'lbocl. lodging and lransporlation for sgcl gorkcrs g,hcre ucccssarr. lbr
lhc proper carn'iug orrl of lhe u,ork.

(b) tltc cost lo tlte opcratinu cot'poraliort ol conlribulions rclatccl lo such uages in respccl of rvorkers' cornpcllsiltlon.
Vacaliolt par'. turettrplovntcttt ittsurattcc- pcnsion or ilrsurancc bcncllls and oljrcr sinrilai bencfits.

(c) thc cosl of usiug nrccharrical llbour-saling cclrripnrcn( in tlrc uork.
(d) neccssan tnrnsporlatiorr chargcs for crlrilnrcnt rrscd in thc uolk. and

(c) thc cosl ofcxplosir cs: ("coul dc l:r nlrin-cl'ocuvrc")
'"opcratrng corporatiort" llleans a rnttniciltlll corporatiou or cornrrrission or a cotnpun\ or ildilidgal opcraling or lslng a

tclcphonc or lclcgraph..scrvicc. or trartsntit tiug. distribrrt ing or srrpplr ing clcclricili or arlil rcial or nalrrril gas lbr light. lrcat
or po\\ cr: ("cxploitatrt")

"road aulhorilr'" rtteans tlte N,linisln of Trartsporlation. ir rnturicipal corltorirtion, boarcl. cournllsslou.
control ol-lltc conslrttctiott. irttprorcrttcnl. lrltcralion. uurinlcuilucc uitcl rcpair of a highuar alcl
("oflicc clc la roiric") R.S O. l91X). c. P lt). s l. l99ll. c l-j. Schccl. E. s .t()-

Secfion Arncndnrcnts *ith datc in lirrcc (d/rn/1 )

l 99ll. c. l -5. Sched l:1. s. l0 - 0 l /0-l/ 1 999

Noticc tn opcrating corporation to talic u;l n orlis
2(l) Where intlte course ofconstnrctirlg-r'ccorlstructing.changing.altcringorirnprovingahighlar itbccorneslcccssan'to
lake up. reitlove or cltartge tltc localiott of applianccs or uorkslrhcecl orr oi unclcr'tlrc hillruui:b), llre opcratiug.orpor,itiuii.
lhcroadatrllroritr.rttarbvrtotice.inrrritirrgserr,cdpcrsotritllrorbrrcgistcrcdrrrai|rcqrriie1|rcopcratirtg.corporatiol
prcludicc 1r lhcrr rcspcclirc rights rurdci-scction -1. 

so to clo ou'or Ecforc thc datc'spcciticd in the noticc. R.S O 1990.
c.P-19.s 2(l).
Ap;lortionment of costs of taliing ull
(2).T|tc.roarlautltoril1arrdthcopcrittirr8ctlrporllticrtllll;|\il1lfcctrporttltcapp0l1io|tlllcltlol.tc
sttclt laking trp- retttovitl or cltattgc. br.rl. sutl.icct lo scction "1. in dciarrlt of agr:ccnrcnt such cosl slull bc apportionc4 cqLrallr
bctllcen lhc road aulho.rit\ and thc opcttllnS, cot'pclritlion. ancl all othcr cosls ol'lhc nork s5all bc borlc'br.thc opci.ting
corponrtion. R.S.O. 1990. c. P-19. s 2 (2)

Minimum timc intcrral
(3) Thc clate spccificd in a noticc rutdcr srrbsccliorr (l) slurll bc us ullrcccl upon br thc road authoritr,and thc operatiug
corporalion.butirtdc|lrrlto|agrccntcrttsltltllbcrtollcss1ltitnsirtrclltr:.sltlicritrcarrtco|llrcpcrsottalscrr'iccornrai|irlgoi'
tlrc noticc. R.S.O. 1990. c P..{9. s 2 (l).

or othcr bodr, having
rcspousiblc thcrcfor'.



Additional time
("1) An operating corporatiolt llla\-. tlpoll suclt rnticr: as.a jrrclgc ol lhc Strpi:rior (lourt of Justice dirccls. applr,to the judgc loran ordcr altcring lo a laler dale lhc clittc spccrficcl in thc noiicc 11ivcn uirclcr srrbsccriol (l). lin6. ii t1c'yudge ti'Oi iirat rtrcp1rr'sicalortechdCaldifllculticsrncorrrpl11rgrr,tth.thello(iccrcq;ifc
slrc considcrsappropriate. R.s.o. l990. c. plq. s. 2 (-l): 2(xxr. c ty. schccl c. s. l fl)'
Compcnsation

(5) Where a road autltorilr incttrs a loss or cxpense bv rcason of au opcratrng corporatlon neglccting to lake up" remo\,e orchangethelocatiottofappliances.oruorksbr tireclate spccificdinanoticegiienrrndersuutei?lon(llorsuchditeasaltcrecl
bv a judge under subscction ('l). lhe opcrating corporation slull rnake duc coinpcnsatiol to lhc road aptlrorit' for sLrch loss ore\pense. and a clairn lbr cotttlrcttsalion. if nol agrccd ulron br lhc opcrating corporariol ,,rro iii".-ioio aiitrro"ii'.'il,nrr u.,detcrrnined bv the ontario Municipal Board. R. S.0. 1990. c. p..+,1. s. 2 (-i).

Section Amendrnents nith datc in lirrcc (d/rn/r)

2006, o. l9, Sched. C. s l ( | 1- 2210(t12,o06

Apportionment of cost h1' Ontario Municipal Board
3 whcre il is rnade to appear lo lhc onlario Municipal Boartl. rrpon applicarion uradc to it. that thc circumstances anclconditiolts ttuder Hlticlt attr of tlrc applianccs or uorki nrcnlionctl iir scctlon 2 har,e bcen placed o1 or u'der a higl*ar. orthat.otlter spccial cottditiotts rcrtder it tutlitir or.uniust that thc cosl ol taking ,,p. ,.u,oii,,! oi chalgilg rtre tocatio. oi'ttrcappliances or tvorks slrotrld bc apportioncd and paicl as proriclccl in scction'i. ilre Board,"gpon tlrc'ipilication of t1c roaclattlltorilv or operalittg corporalion. ntav apportion thc cosi of'the taking, up. rcnroving or chariging thc irorks iu such rnanncrasappe:rrsloitlobeequilable.artdlhcdccisionofthe Boarclisfinaluncliinot sub-iccirn,rpp.,it. R.SO 1990.c.p.-t9.s.1.

Frangais
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BOMA-6

Reference(s): Attachment 31

Please provide:

Table 3 on p. 8 shows the contributed capital at 50% of the Gross Capital for the y2
section of the project, but a higher percentage, more than 60%, for the H2 section. What
accounts for the different percentage capital contributions for the y2 and H2 work?

Please explain fully.

Response:

1 The apportionment of costs for relocating public utilities within a municipal road allowance is
2 determined in accordance with the Public Service Works on Highways Act (',pSWHA,,). The
3 PSWHA specifies that a road authority and an electricity distribution company may agree upon
4 the apportionment of the cost of labour. In the absence of an agreement such costs shall be
5 apportioned equally and all other costs of the work shall be borne by the etectricity distribution
6 company. Under the PSWHA, the "cost of laboul' is a defined term that includes wages paid to
7 workers as well as other elements, such as the cost of using mechanical labour-saving
8 equipment in the work. Typically, for road widening projects, the "cost of labour,, that is shared
9 between the road authority and the electricity distribution company accounts for 30 to 40o/o of

10 the total project cost. As a result, in the absence of an agreement, the costs of a typical road
11 wdening project would be allocated 3O-4ao/o to the road authority and 60-70o/o to rhe electricity
12 distributioncompany.
,l'L

14 As permitted under the PSWHA, Alectra Utilities and the York Region Rapid Transit Corporation
15 ('YRRTC') agreed on different apporlionment of the cost responsibility for different portions of
16 the relocation project based on the incremental costs of certain requests made by the yRRTc
17 At the request of the YRRTC, Alectra Utilities was required for specific portions of the yRRT
1B project to relocate some sections underground, install concrete poles with specifications beyond
19 existing standards and relocate assets at different spactng requirements. Alectra Utilities and
20 YRRTC agreed to reflect these incremental relocation costs by having yRRTC bear greater
21 portions of these relocation costs.
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1. GENERAL AND ADMINISTRATIVE PROVISIONS

1.1 Purpose of this Code

This Code sets out rules that govern the conduct of utilities as that conduct relates to
their respective affiliates, with the objective of:

a) protecting ratepayers from harm that may arise as a result of dealings
between a utility and its affiliate,

b) preventing a utility from cross-subsidizing affiliate activities;

c) protecting the confidentiality of information collected by a utility in the course
of provision of utility services,

d) ensuring there is no preferential access to utility services;

e) preventing a utility from acting in a manner that provides an unfair business
advantage to an affiliate that is an energy service provider; and

0 preventing customer confusion that may arise from the relationship between a
utility and its affitiate

1.2 Definitions

ln this Code:

'?cf" means the Onta rio Energy Board Act, 1ggg,

"affiliate", with respect to a corporation, has the same meaning as in the Business
Corporation s Act (Ontario) 

;

"Affiliate Contract" means any contract between a utility and an affiliate, and includes a
Services Agreement;

"agent" means a person acting on behalf of a utility and includes persons contracted to
provide services to a utility,

"Board" means the Ontario Energy Board,



Ontario Energy Board Affiliate Relationships Code

2.3.3 Where a Market Exists

2.3-3.1 Where a reasonably competitive market exists for a service, product, resource
or use of asset, a utility shall pay no more than the market price when acquiring
that service, product, resource or use of asset from an affiliate

2.3.3-2 A fair and open competitive bidding process shall be used to establish the
market price before a utility enters into or renews an Affiliate Contract under
which the utility is acquiring a service, product, resource or use of asset from an
affiliate.

2.3.3.3 Despite section 2.3.3.2, where satisfactory benchmarking or other evidence of
market price is available, a competitive tendering or bidding process is not
required to establish the market price for a contract with an annual value of less
than $100,000 or 0.1% of the utility's utility revenue, whichever is greater.
Where an Affiliate Contract has a term of more than one year, the annual value
of the Affiliate Contract shall be determined by dividing the total value of the
Affiliate Contract by the number of years in the term.

2.3-3.4 Where the value of a proposed contract over its term exceeds $500,000 or
0 5% of the utility's utility revenue, whichever is greater, a utility shall not award
the contract to an affiliate before an independenf evaluator retained by the utility
has reported to the utility on how the competing bids meet the criteria
established by the utility for the competitive bidding process.

2'3.3'5 The Board may, for the purposes of sections 2.3.3.3 and 2.3.3.4, consider more
than one Affiliate Contract to be a single Affiliate Contract where they have
been entered into for the purpose of setting the contract values at levels below
the threshold level set out in section 2.3.3.3 or 2.3.3.4.

2.3'3 6 Where a reasonably competitive market exists for a service, product, resource
or use of asset, a utility shall charge no less than the greater of (i) the market
price of the service, product, resource or use of asset and (ii) the utility's fully-
allocated cost to provide service, product, resource or use oi asset, when
selling that service, product, resource or use of asset to an affiliate.

l0
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Ontario Energy Board Affiliate Relationships Code

2.3.4 Where No Market Exists

2.3-4'1 W'rere it can be established that a reasonably competitive market does not
exist for a service, product, resource or use of asset that a utility acqurres
from an affiliate, the utility shall pay no more than the affiliate's iutty-bttocateO
cost to provide that service, product, resource or use of asset. The fully-
allocated cost may include a return on the affiliate's invested capital. T-he
return on invested capital shall be no higher than the utility's approved
weighted average cost of capital.

2.3.4.2 Where a reasonably competitive market does not exist for a service, product,
resource or use of asset that a utility sells to an affiliate, the utility shall charge
no less than its fully-allocated cost to provide that service, produ-cr, resource
or use of ass.et The fully-allocated cost shall include a return on the utility,s
lnvested capital The return on invested capital shall be no less than the
utility's approved weighted average cost of capital.

2.3.4.3 Where a utility pays a cost-based price for a service, resource, product or use
of asset that is obtained from an affiliate, the utility shall obtain from the
affiliate, from time to time as required to keep the information current, a
detailed breakdown of the affiliate's fully-allocated cost of providino the
service, resource, product or use of asset.

2.3.4A Qualifying Facilities

2.3.4A 1 For a service, product, resource or use of asset that pertains exclusrvely to
the ownership and operation of one or more qualifying facilities, fully-allocated
cost-based pricing (as calculated in accordance with sections 2.3.4.1 and
2.3.4.2) may be applied between a utility that is a distributor and an affiliate in
lieu of applying the transfer pricing provisions of section 2.3.3.1 or sectron
2 3.3 6, provided that the distributor complies with sectio n 2.3.4.3.

2.3.5 Shared Corporate Services

23.5 1 For shared corporate services, fully-allocated cost-based pricing (as
calculated in accordance with sections 2.3.4.1 and 2.3.4.2) may be applied
between a utility and an affiliate in lieu of applying the transfer pricing
provisions of section 2.3.3.1 or section 2.3.3.6, provided that the utility
complies with section 2.3.4.3.

ll


