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Staff Question #1
Ref:	IRM Rate Generator, Tab 6. Class A Consumption Data

a) Prior to 2019, Customer 3 had consumptions of approximately 3 million kwh each half year period. OEB staff notes there was a precipitous drop in usage in 2019 to 0.128-0.025 million kWh. Please confirm the number and explain the drop. 

Response

THI confirms the consumption data for customer # 3 is accurate. During 2018 / 2019, this customer significantly reduced production and ultimately ceased operations. THI cannot comment further on why these business decisions were made.

b) OEB staff notes, for Customer 7 that there was significant increase in usage in during the period of January to June 2017 (to 4 million kWh) and a precipitous decrease in 2019 (0.5 million kWh and 0 kWh). 
i. Please confirm the consumption data for Customer 7.
ii. Please explain the increase in 2017.
iii. Please explain the decrease in 2019.

Response

THI confirms the consumption data for customer # 7. The decrease in 2019 relates to the business closing and ceasing operations. THI cannot confirm the business reasons that customer # 7 had increases in usage in 2017, however, assumes it relates to the production level of the facility.

c) Please confirm that there were no customers who were Class A for the full year during the period the Account 1589 GA or account 1580 CBR B balance accumulated. If there are please fill out 3b (starting at cell 487A) in Tab 6 Class Consumption Data.

Response

THI confirms that customer # 1 was our first Class A customer and started in Class A as of July 1, 2016. The period of Jan. 1, 2016 to June 30, 2016 this customer was Class B and is included in the recovery period. THI has no customers who were Class A for the full recovery period requested.
Staff Question #2
Ref:	IRM Rate Generator, Tab 6.1: GA Allocation

Tillsonburg Hydro had indicated that the 2019 Non-RPP Consumption less WMP Consumption was 99,994,058 kWh. OEB staff notes that between 2016 to 2018, the average was approximately 143 million kWh. 

a) Please confirm the 2019 Non-RPP Consumption Less WMP Consumption (Cell D19). 
b) Please explain the precipitous drop in 2019 relative to the previous years.

Response

THI confirms the 2019 Non-RPP Consumption less WMP Consumption in cell D19. The changes are a result of two economic factors. The first factor is that overall consumption flow through dropped by 25,000,000 kWh in 2019 (174,174,760 kWh as reported in GA work form) compared to 2016 (199,578,689 kWh as reported in GA work from), this would be an overall economic issue and results from CDM initiatives. The second factor would be the loss of significant customers and closed businesses. Two of these significant customers are discussed in IR # 1 above.



Staff Question #3
Ref:	IRM Rate Generator, Tab 6.1: GA Allocation
	EB-2019-0069, Decision and Rate Order, April 16, 2020
	EB-2018-0070, Decision and Rate Order, March 28, 2019, page 7

OEB staff notes that in Tillsonburg Hydro’s 2019 Decision and Order, “The audit will focus on the aforementioned [accounts 1588, 1589 and 1595 (2015)]  account balances as at December 31, 2017 and is to include a review of the utility’s processes regarding its monthly RPP wholesale settlements, the subsequent true-up of those settlements, and a review of the balance in the subaccounts of account 1595.”

a) Please provide the section that provides the review of Tillsonburg Hydro’s processes regarding its monthly RPP wholesale settlements, the subsequent true-up of the settlements and the review of the balances in the subaccounts of account 1595.  

Response

THI provided the entire audit report as Appendix I to the application (starting on page 148 of the application). 

THI provides the following excerpts of the Special Purpose Audit:
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The above references Article 490 of the APH, this would include the numerous documents, letters and guidance provided by the OEB. The entire process of identifying settlements and settlement true-up would be contained with this general statement. The notes included on pages 3 & 4 of the SPA also discuss the settlement process.

With respect to the 1595 account, the excerpt above discusses the including of the 1595 accounts and the schedules contained on pages 3 & 4 show the 1595 values and adjustments (there were none), indicating that these accounts were reviewed.
 



Staff Question #4
Ref:	Manager’s summary, Adjustments to Deferral and Variance Accounts, page 9
	IRM Rate Generator, Tab 3. Continuity Schedule

Typically, large balances are not expected for Account 1588 as it should only hold the variance between commodity costs based on actual line losses and commodity revenues calculated using values for line losses approved by the OEB in the utility’s last rebasing application.  Based on RRR data filed for Tillsonburg Hydro for Account 4705 Cost of Power, OEB staff calculates the annual net activity (i.e. transactions plus principal adjustments) from the DVA Continuity Schedule as a percentage of annual Account 4705 to be as follows:
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a) Please confirm this calculation or provide a revised calculation, if necessary.
b) Each of the above years shows that, as a percentage of total cost of power purchases, the net activity recorded in the account is much greater than +/-1%. Please provide an explanation for why the Account 1588 activity is so large, with due consideration to line losses.

Response

This confirms the accuracy of the activity in 1588 from the Continuity Schedule and generally the 4705 values from account 4705 as referenced. Note: COP expenses in 4705 were not adjusted for the SPA findings and incorporate the annual net movement entries. Note 2, the cumulative values were not calculated correctly in the Staff IR, THI has provided a corrected table below.
[bookmark: _GoBack]
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Looking in isolation at the 1588 movement only looks at half of the picture, the table below provides THI’s Cost of Power (CoP) and Global Adjustment (GA) values for each year, as well as providing the actual year loss factor. 
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If the 1588 balances are in question, it appears to be an allocation issues between the 1588 / 1589 accounts, as opposed to an over or under collection through billings.
THI is requesting that Board Staff review this interrogatory and advise what further analysis and details are required.

Staff Question #5
Ref:	EB-2020-0056, Appendix I – THI Special Purpose Audit Findings (2016 & 2017), page 149 
IRM Rate Generator, Tab 3. Continuity Schedule

At the above reference, Tillsonburg Hydro confirms that it is in compliance with the OEB’s February 21, 2019 accounting guidance related to Accounts 1588 and 1589. OEB staff notes significant adjustments were booked in 2016 and 2017. 

a) Please explain the nature of the differences between balances presented on the Schedule of Variance Accounts 1588, 1589, and 1595 included in Appendix I and the information contained in tab 3. Continuity Schedule of the IRM Rate Generator Model.
b) Regarding the adjustments captured in the GA 2018 and GA 2019 tabs of the Tillsonburg Hydro_2021 IRM_GA Analysis Workform_20201123 file, please explain how the entries reconcile with the information entered in tab 3. Continuity Schedule of the _Tillsonburg Hydro_2021 IRM Rate Generator Model V2_20201123.xls file.
c) As a result of confirming that it has implemented the OEB’s February 21, 2019 accounting guidance, please confirm whether Tillsonburg Hydro is seeking final (as opposed to interim) disposition of its Group 1 DVA account balances as part of the current proceeding

Response

Tillsonburg Hydro’s IRM Generator, Tab 3 continuity schedule was reproduced starting with the last approved disposition (2015 Audited Balances) and included the revised annual activity for 2016, 2017, 2018 and 2019 as opposed to utilizing the adjustments noted in Appendix I – THI Special Purpose Audit Findings. The table below reconciles the 2016 and 2017 balances and sources of adjustments:

Current year activity was recorded in “Transaction Debit / (Credit)” columns and GA adjustments were captured in “Principal Adjustments” columns found in Tab 3 of the IRM models.

Tillsonburg confirms we are seeking final disposition of the Group 1 DVAs.
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Staff Question #6
Ref:	2021 IRM GA Analysis Workform– 
Tab GA 2017 – Cell C 80
Tab GA 2018 – Cell C 84
Tab GA 2016-2017-2018 – Cell C75

At the above reference, there are a series of adjustments related to the GA balance.

a) Please confirm the amounts referenced in the cells above for 2017 and 2018 pertain to the class variance included in the GL balance at the year end.
b) Regarding the reference to Cell C75 for the years listed above, please explain why the true-up recorded in the following year is not reversed each year. For example, in GA 2016 Note 1.b 12,568 (2016 true-up recorded in 2017) is expected to be reversed in GA 2017 in cell C74, however the figure used in note 1a in the 2017 GA is 617,456. 

Response

THI met with OEB Staff to discuss this IR and seek clarification. After discussions, the GA 2017 Cell C80 & GA 2018 Cell C84 references were shown to be properly reversed in subsequent years. Discussions focused on adjustments 1a and 1b and the associated reversals. The response below focuses on the 2016, 2017 & 2018 1a and 1b adjustments only.

THI is providing an updated GA work from to these IR’s, that incorporates the reversal of Item 1b in the subsequent year 1a adjustment (e.g. 2017 1a, includes reversal of 2016 1b adjustment). As a result of the settlement process used historically, there are other values contained in item 1a adjustments other than the reversal discussed. Below is a reconciliation between the original GA work from and the revised GA work from:
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Note, the GA Work Form “Principal Adjustments” Tab was also revised to ensure double counting of prior year adjustments did not occur. Result was no change to the IRM Continuity Schedule.

Staff Question #7
Ref:	EB-2020-0056 – Appendix I - THI Special Purpose Audit Findings (2016 & 2017)

The revised balance of account 1589 for 2016 and 2017 included in the Schedule of Variance Accounts 1588, 1589 and 1595 in the above-mentioned reference are different from the values reported in Continuity Schedule of the Tillsonburg Hydro_2021 IRM_Rate Generator Model V2_20201123.xls file.

a) Please explain why the balances reported in Appendix I for account 1589 do not match with the information contained in the Continuity Schedule for 2016 and 2017.

Response

THI has provided an explanation of the SPA findings and the Continuity Schedule variance in IR # 5 above. If the above response does not answer this question, please let us know.

b) Please explain in further detail and provide supporting documentation with respect to how the adjustments for 1588 and 1589 for the years 2016 and 2017 ($1.3M and $2.2M) were calculated (Please refer to the below extract from the Schedule of Variance Accounts 1588, 1589 and 1595 included in Appendix I).
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Response

Prior to the SPA, THI attended the OEB Staff training on the 1588/1589 accounting guidance, it was at this training that it was identified that THI has a timing issue impacting 2 values that directly affected the 1588 / 1589 variance accounts. THI utilized kWh values that were not accrued back to the consumption period, but rather on the billing period. This affected both the settlement timeframe, with a permanent 1-month delay in settlement submissions, as well as affecting the allocation of RPP/Non-RPP Class B Global Adjustment.

Subsequently, THI contracted with Utilismart to provide the consumption month values required for settlement with the IESO and used to allocation RPP/Non-RPP Class B GA charges.

The adjustments noted are the annual variances between our incorrect calculations and the revisions. This was calculated by recalculating monthly settlement values for January 2016 through to April 2020, when we migrated current IESO settlement values to be fed from the Utilismart data tool.

The SPA was conducted using the revised settlement procedure from the Utilismart data tool. 


Staff Question #8
Ref:	IRM Rate Generator, Tab 3. Continuity Schedule
	EB-2020-0056, Appendix I – THI Special Purpose Audit Findings (2016 & 2017)
	EB-2019-0069, Final 2020 Rate Generator Model
	
OEB staff noted that in the Special Purpose Audit Findings (SPA), Accounts 1595 had a principal of $156,899 as at December 31, 2016 and $(49,008) as at December 31, 2017.  In the IRM Rate Generator, the closing balance for Account 1595 (2015) as at December 31, 2016 and December 31, 2017 is $(94,632). In EB-2019-0069’s Final 2020 Rate Generator Model, the closing balance for Account 1595 (2015) as at December 31, 2016 and 2017 is $(115,659).

a) Please confirm that the SPA Accounts 1595 is for subaccount 2015. If not, please provide the sub-accounts the SPA was completed for.
b) Please reconcile the sub-accounts in the SPA to the continuity schedule in the 2021 rate generator model. 
c) Please reconcile Account 1595 subaccount 2015 between the 2020 and 2021 rate generators. 

Response

Responses for part a) and b) of IR #8 have been provided in IR # 5 above and referenced in IR # 7. With respect to part c) of IR # 8, the 2020 IRM model had the same error and change identified in IR # 5 above, namely the Opening Balance carry-forward of the 2015 DVADs from 2015 to 2016. These reconciliations have been provided in IR # 5 above.

Staff Question #9
Ref:	IRM Rate Generator, Tab 16: Rev2 Cost GDP IPI
Ontario Energy Board 2021 Electricity Distribution Rate applications webpage– November 9. 2020

The OEB calculated the 2021 inflation factor for electricity distributors to be 2.2%. OEB staff has updated the price escalator from 2.00% to 2.20% in Tillsonburg Hydro’s IRM rate generator. The OEB issued a letter providing all utilities the discretion of electing the calculated IPI level per the OEB-approved methodology (offset by the applicable stretch factor and other adjustments for some plans) or a lower value or forgo the inflationary increase entirely. 

a) Please confirm that Tillsonburg Hydro intends to file its letter, on the record of this proceeding, by the date stipulated in the OEB’s letter.

Response

Tillsonburg Hydro will be applying for the maximum IPI (2.2%) less the Annual IRM Stretch Factor (0.6%) for a net increase of 1.6%. A formal letter was sent on February 10, 2021.



Staff Question #10
Ref:	IRM Rate Generator, Tab 11: RTSR- UTRs & Sub-tx
	IRM Rate Generator, Tab 8: STS- Tax Changes
	EB-2020-0251, Decision and Rate Order for 2021 Uniform Transmission Rates

a) The OEB has issued the updated UTR’s for 2021. OEB staff has updated the model, please confirm the UTRs are correct in the model.
b) Tillsonburg Hydro has requested that the effective tax rate be reduced to 0.0%. OEB staff has updated the model, please confirm that the tax rate has been reduced accordingly (See Tab 8, cell J36). 


Response

THI has reviewed the decision on EB-2020-0251 and confirms the rates entered by OEB Staff reconcile to the 2021 UTR decision.

THI confirms that the tax rate in Schedule 8 of the IRM generator have been updated consistent with prior year’s decisions.
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Opinion

We have audited the accompanying schedules of variance accounts 1588, 1589 and 1595 of Tillsonburg
Hydro Inc. (the Corporation), for the period from January 1, 2016 to December 31, 2017, and notes to the

financial schedules, including a summary of significant accounting policies, (collectively referred to as "the
financial schedules”).

In our opinion, the financial schedules have been prepared, in all material respects, in accordance with
Article 490 of the Accounting Procedures Handbook for Electricity Distributors as published by the Ontario

Energy Board effective January 1, 2012 and the Accounting Guidance effective February 21, 2019 (the
Handbook)
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Net Activity in 

Account 1588 

($)

Account 4705 

($)

% of net activity 

compared to Account 

4705

2019 443,004 8,673,931 5.1%

2018 680,948 9,412,936 7.2%

2017 840,011 8,932,079 9.4%

2016 1,250,934 9,170,286 13.6%

Cumulative 2,307,278 44,627,254 5.2%
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Net Activity in 

1588

Account 4705 After 

SPA %

2019 443,004             8,685,449                           5.1%

2018 680,948             9,476,455                           7.2%

2017 840,011             9,781,610                           8.6%

2016 1,250,934          11,156,696                         11.2%

Cummulative 3,214,897          39,100,210                         8.2%
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RRR 2.1.7 

4705 Exp

RRR 2.1.7 

4707 Expense

4705 & 4707 

Total Expense

IRM 

Continuity 

Schedule 1588 

Movement

IRM 

Continuity 

Schedule 1589 

Movement

Total 1588 & 

1589 

Movement %

Wholesale 

Purchases Sales

Loss 

Factor

2019 8,673,931 $     8,612,457 $     17,286,388 $    1,250,934 $       1,378,872 -$        127,938 -$       -0.74% 177,713,314       174,174,760   1.99%

2018 9,412,936 $     8,574,033 $     17,986,969 $    840,011 $           317,237 -$           522,774 $       2.91% 190,506,854       183,137,362   3.87%

2017 8,932,079 $     11,448,609 $  20,380,688 $    680,948 $           718,981 -$           38,033 -$         -0.19% 189,742,027       183,810,358   3.13%

2016 9,170,286 $     13,351,260 $  22,521,546 $    443,004 $           231,100 -$           211,904 $       0.94% 201,685,221       195,592,255   3.02%

Cummulative 36,189,232 $   41,986,359 $  78,175,591 $    3,214,897 $       2,646,190 -$        568,707 $       0.73% 759,647,416       736,714,735   3.02%
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1588

2016

IRM Continuity 

Schedule

Appendix I - SPA 

Findings

Variance

Principal $1,038,003 $1,038,003 $0

Interest $4,293 $4,414 ($121)

Total $1,042,296 $1,042,417 ($121)

2017

IRM Continuity 

Schedule

Appendix I - SPA 

Findings

Variance

Principal $2,090,945 $2,090,945 $0

Interest $23,203 $21,341 $1,862

Total $2,114,148 $2,112,286 $1,862

Notes: minor differences in interest values are immaterial and not investigated further
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1589

2016

IRM Continuity 

Schedule

Appendix I - SPA 

Findings

Variance

Principal ($797,301) ($964,075) $166,774

Interest $1,455 $1,456 ($1)

Total ($795,846) ($962,619) $166,773

2017

IRM Continuity 

Schedule

Appendix I - SPA 

Findings

Variance

Principal ($730,705) ($1,696,109) $965,404

Interest ($16,020) ($16,020) $0

Total ($746,725) ($1,712,129) $965,404

Notes:

2016 variances ($166,774) relate to 2016 adjustments from GA Workform

 - Line 1b CT 148 True-up $12,568

 - Line 4 Class A customer $154,206

$166,774

2017 variances ($798,631 = $965,404 - $166,773) relate to 2017 adjustments from the GA workform

 - line 1a CT 148 True-up $617,456

 - Line 1b CT 148 True-up ($3,046)

 - Line 4 Class A customer $350,994

- line 8 - Class A add-back ($154,206)

$811,198

Total Variance $977,972

Unidentified Variance (reversal corrected in GA model) $12,568

1595

2016

IRM Continuity 

Schedule

Appendix I - SPA 

Findings

Variance

Principal $147,293 $156,899 ($9,606)

Interest ($50,458) ($55,274) $4,816

Total $96,835 $101,625 ($4,790)

2017

IRM Continuity 

Schedule

Appendix I - SPA 

Findings

Variance

Principal ($27,982) ($49,008) $21,026

Interest ($60,042) ($60,525) $483

Total ($88,024) ($109,533) $21,509

Notes:

2016 Variance Summary

1) SPA findings include 2014 DVADs which are included in Continuity Schedule Separately

2014 DAVD Values O/B Roll Total

Principal ($30,972) $21,366 ($9,606)

Interest ($4,923) $9,739 $4,816

Total ($35,895) $31,105 ($4,790)

2017 Variance Summary

O/B Roll

Principal $21,366

Interest $483

Total $21,849

* immaterial difference in Principal of $340 was not investigated further

2) 2015 to 2016 - identified Opening Balance carry forward was inaccurate in SPA worksheets for 

2015 DVAD recoveries only, this was corrected via 2021 IRM Process

1) 2015 to 2016 - identified Opening Balance carry forward was inaccurate in SPA worksheets for 

2015 DVAD recoveries only, this was corrected via 2021 IRM Process
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GA Workfrom Adjustment 1a Reconciliation

Origainal 

GA 

Workform 

Item 1A 

Value

Prior Year 

GA 

Workform 

1B 

Reversal

Revised 

GA 

Workfrom 

Iteam 1A 

Value

2016 642,257 $     - $           642,257 $   

2017 617,456 $     12,568 -$    604,888 $   

2018 740,738 $     3,046 $       743,784 $   

2019 621,726 $     24,555 -$    597,171 $   
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