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Espanola Regional Hydro Distribution Corporation (ERHDC) 
2009 Recovery of Payments in Lieu of Taxes Application 

Board Staff Interrogatories 
EB-2009-0056 

 
 
 

Question # 1 
Notice of Objection 
Ref.: Rate Application for recovery of PILs, Page 11 of 33. 
Espanola Regional Hydro Distribution Corporation (“ERHDC”) identifies that they have 
filed a notice of objection with the Minister of Finance dated August 1, 2006. 

a) Please provide a brief history of events that have taken place between August 1, 
2006 and now between ERHDC and the Minister of Finance with respect to the 
notice of objection 

b) Please provide a copy of the notice of objection and all communications to current 
between ERHDC and the Minister of Finance with respect to the notice of 
objections. 

c) Does ERHDC anticipate a successful resolution with the Minister of Finance with 
respect to the notice of objection? 

 
Response 

a) The Ministry of Finance reassessed years 2001, 2002 and 2003 and determined 
that ERHDC’s taxable income for 2003 should have been $341,985. ERHDC 
filed a notice of objection February 6, 2006, stating that ERHDC believes the 
2003 income should be $49,317. To be conservative and to ensure no interest was 
accrued ERHDC carried back $341,985 of the 2005 loss to 2003. On August 1, 
2006 ERHDC received an acknowledgement receipt of the Notice of Objection 
from the Ministry of Finance. On November 6, 2008 ERHDC received a letter 
from the Ministry of Finance advising that the responsibility of reviewing the 
Notice of Objection has been assigned to an appeals officer and that research on 
the file was still to be completed. On May 12, 2009 the Ministry requested 
additional supporting information to support the appeal. The Ministry as of date 
has not issued a decision. The firm of Freelandt Caldwell Reilly Chartered 
Accounts analyzed the impact of a favourable decision by the Ministry and 
anticipates that if the objection is successful that the loss carry-forwards will be 
applied to generate refunds for 2003, 2007 and 2008 PILs that have been paid. If 
the decision is favourable there will be no impact going forward and no loss 
carry-forwards available to reduce taxable income in 2009 and beyond.  Below is 
a copy of the Acknowledgement letter from the Ministry of Finance dated August 
1, 2006, the letter dated November 26, 2008 advising ERHDC of the appeals 
officer assigned to the file and a letter from the firm of Freelandt Caldwell Reilly 
Chartered Accountants providing an update of the objections filed and if a 
favourable decision is determined by the Ministry how the loss carry-forwards 
will be applied. 
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c) Espanola Regional Hydro is uncertain what the resolution will be from the Ministry of 
Finance. It is expected that some of the loss carry-forward will be adjusted and generate 
refunds for prior year PILs. If ERHDC receives a favourable outcome from the Ministry 
and the objection is fully reassessed and all loss carry-forwards are available after 
applying for refunds of prior years PIL’s paid there will be no loss carry-forwards 
available for 2009 and beyond. Therefore, the application before the Board will not be 
impacted by the Ministry’s final decision and ERHDC request for PILs recovery to be 
included in 2009 rates.  
 
Question #2 
PILs Calculation 
Ref.: Rate Application for recovery of PILs, Page 18 of 33 
ERHDC has estimated that the 2008 Cost of Service would have calculated the grossed 
up PILs amount of $29,101 based on Regulatory Taxable Income of $147,268. 

a) Did ERHDC include the Regulatory Taxable Income amount of $147,268 in the 
2009 3rd GIRM Supplementary Filing Module sheet F1.1 Z-Factor Tax Changes? 

b) If ERHDC has not included the Regulatory Taxable Income amount of $147,268 
in the 2009 3rd GIRM Supplementary Filing Module sheet F1.1 Z-Factor Tax 
Changes please provide a calculation of the amount of tax sharing that should 
have been returned to the rate payers. If any amount is owing, how does ERHDC 
intend to return this amount to its ratepayers?  

 
Response 
a) & b) In the original 2009 3rd Generation filing submitted to the OEB on November 11, 
2008, ERHDC completed in the Supplemental filing Module sheet F1.1 Z-Factor 
Changes. In the original filing ERHDC requested the PILs change to be included as part 
of the rate application and therefore included the $147,268 as a Z-factor adjustment on 
sheet F1.1. The OEB issued a letter on November 25, 2008 stating that the PILs request 
goes beyond the intent of the 2009 IRM format and will not be heard as part of the 
proceedings and the scope was reduced accordingly. Regardless whether the amount 
should have been included in the supplemental filing module or excluded as per the OEB, 
ERHDC’s combined tax rate due to projected tax bracket as per the 3rd GIRM 
Supplementary Filing Module is at a combined rate of 16.5% for 2008, 2009 and 2010 
and therefore there is no incremental tax savings to be returned to the rate payers. The 
combined rate did not change from 2008 and 2009.    
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Question #3 
Summary of Application 
Ref.: Rate Application for recovery of PILs, Page 32 of 33 
Item 3 of the summary discusses the fact that ERHDC had actual taxable income in 2008 
and paid PILs in 2008. 

a) Please confirm that ERHDC is not intending to seek recover of taxes paid in 
2008. 

 
Response 
a) ERHDC confirms that the intent of this application is not to recovery the taxes that 
were paid in 2008. If the Objection filed with the Ministry of Finance is successful it is 
ERHDC intention to use the loss carry-forwards to apply for refunds in 2003, 2007 and 
part of 2008 for PILs that were paid.  
 
 


