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Q. On page 3 of Mr. Greneman’s Evidence, he referred to the functionalization 1 

of General Plant as being based on generation, transmission, distribution and 2 

customer-related expenses.  Please provide all studies, documents and 3 

worksheets that would support this change in the functionalization of General 4 

Plant in Hydro’s COS study instead of the use of direct plant ratios; special 5 

attention should given to explain why labour costs are now used in the 6 

functionalization. 7 

  8 

 9 

A. The recommendation to change the functionalization of general plant in 10 

Hydro’s COS study to be based on expense rather than direct plant ratios 11 

was based on Mr. Greneman’s observations that in the absence of a detailed 12 

study of general plant the use of labour ratios as a basis for the 13 

functionalization of general plant is more widespread than direct plant ratios.  14 

This is based on: (1) the notion that general plant includes many 15 

administrative and supervisory functions that exist to support field labour; and 16 

(2) the fact that there are no plant accounts to capture costs associated with 17 

meter reading, billing and collecting.  These costs are therefore not able to 18 

be recognized in a plant factor, but are readily picked up by use of an 19 

expense factor. 20 

  21 

The attached reference titled “A Guide to FERC Electric Utility Ratemaking” 22 

(1989) supports use of labour as a means of functionalizing general plant 23 

and administrative and general expenses in cost of service filings.  The 24 

National Association of Regulatory Commissioners (NARUC) “Electric Utility 25 

Cost Allocation Manual” (1992), also attached, discusses the use of both 26 

methods. 27 
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