
 
December 14, 2009 
 

 VIA MAIL and E-MAIL 
Ms. Kirsten Walli  
Board Secretary 
Ontario Energy Board 
P.O. Box 2319 
2300 Yonge St. 
Toronto, ON 
M4P 1E4 
 
Dear Ms. Walli 
 
Re: Ontario Energy Board File no: EB-2009-0143 
Essex Powerlines Corporation 
Electricity Distribution Rate Application 
Responses to Interrogatories from Ontario Energy Bo ard Staff 
 
Please find enclosed the Essex Powerlines Corporations’ responses to the 
interrogatories of the Ontario Energy Board Staff in the above noted proceeding  
 
Respectively submitted,  

 
 
Richard Dimmel 
General Manager 
Essex Powerlines Corporation 
519-776-8900 ext. 487 
rdimmel@essexpowerlines.ca 
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Rate Base 
 
1. Ref:  Exhibit 2 / Tab 1/ Sch. 1/ Attachment 1 – Working capital allowance 
 

In the Rate Base Trend table, the Working Capital Allowance is $8,174,615. At 
Exhibit 1 / Tab 4/ Sch. 9/ page 3 the Allowance for Working Capital is indicated as 
$8,174,499.  Please confirm which number is correct.  
 
Response: 
 
The Working Capital Allowance amount of $8,174,615 is the correct figure.  The 
Revenue Requirement Work Form contained an incorrect cost of power figure 
causing the $116 variance. 

 
Capital Expenditures 
 
2. Ref:  Exhibit 2/ Tab 4 / Sch. 1– Capital Expendi tures 
 

Table 1 
 

Year 2005 2006 2007 2008 2009 
Bridge 

2010 Test 

Residential 
Expansion 

$169,795 $108,856 $165,592 $17,359 $60,600 $60,000 

Residential 
Secondary 
Services 

$61,484 $213,634 $168,218 $52,833 $86,025 $86,025 

Commercial 
Expansion 

$34,308 $418,912 $427,020 $194,616 $161,440 $312,500 

Commercial 
Secondary 
Services 

$4,405 $34,249 $12,473 $31,161 $10,000 $10,000 

Municipal 
Relocations 

$25,015 $145,025 $393,482 $92,817 $134,500 $80,000 

Capital 
Additions 

$1,333,658 $2,672,803 $2,224,602 $2,869,046 $2,126,494 $2,401,091 

General 
Capital 

$71,781 $29,172 $185,937 $2,897,87  $504,886 $1,207,428 

Total $1,700,446  $3,622,651 $3,577,324 $6,155,709 $3,083,945 $4,157,044 
 
a) To review Essex’s expenditures, using the information provided in Exhibit 2/ Tab 

4 / Sch. 1, Board staff prepared the above table.  Please confirm that Essex 
agrees with the figures presented in Table 1.  If Essex does not agree with any 
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figures in the table, please explain why not and provide amended tables with a 
full explanation of all changes. 
 
Response: 
 
Table 1 contains incorrect data. For the 2008 figure for General Capital, Essex’s 
filing showed an incorrect total ($2,897,877) which should have has been 
$2,817,757. This correction would cause the 2008 total in Table 1 to change from 
$6,155,709 to $6,075,589. Other discrepancies are explained in response to 2d) 
below, and a revised table 1 has been provided as part of that response.  

 
b) It appears that some of the assets were transferred from EPS to Essex in 2008.  

Please provide the total amount of the expenditures that were transferred from 
EPS to Essex in 2008. 
 
Response: 
 
The total amount of assets transferred from EPS to Essex in 2008 were 
$3,162,914. 

 
Table 2 

 
Year 2007 2008 2009 

Bridge 
2010 Test 

Fixed Asset Continuity 
Statements (Exh.2/Tab 3/ 
Sch.3 /Att. 1) Gross Assets – 
Additions and Other  

$3,615,257 $6,075,589 $3,204,200 $4,191,045 

 
c) To review Essex’s gross assets changes, using the information provided in 

Exhibit 2 / Tab 3 / Schedule 3 / Attachment 1, Board staff prepared the above 
table.  Please confirm that Essex agrees with the figures presented in Table 2.  If 
Essex does not agree with any figures in the table, please explain why not and 
provide amended tables with a full explanation of all changes. 
 
Response: 
 
Essex agrees with the figures in Table 2. 

 
d) Please explain the difference between Table 2 and the total amount in Table 1 

for the years 2007 to 2010.  
 
Response: 
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 Variances between the Tables 1 and 2 are set out below.  It should be noted that 
for the purpose of this analysis, the corrected 2008 total of $6,075,589 was used.  
 
 

Variances between Table 1 & Table 2 

 2007 2008 2009 2010 
Table 
1 

 
3,577,324    

 
6,075,589  

 
3,083,945    

 
4,157,044    

Table 
2 

 
3,615,257    

 
6,075,589  

 
3,204,200    

 
4,191,045    

  
     
(37,933) Explanation             -    

   
(120,255) Explanation 

     
(34,001) Explanation 

                

1806         
         
(450) 

1830         
      
(7,400) 

1835         
      
65,800  

1840         
      
(6,500) 

1845         
     
(12,700) 

1850       
    
120,165  

     
(52,251) 

1855                 329  
      
(8,100) 

1860                   600  

1930       
         
(240)   

1955 
      
37,933  

 did not 
include in 
4.0 General 
Capital in 
error        

1995         
      
55,000  

Total             -                  -                -    

 Change to 
2009 

project 
forecast not 

carried 
forward to 
continuity 
schedule  

            -    

 Changes 
to 2010 

forecast not 
carried 

forward to 
continuity 
schedule  
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3. Ref:  Exhibit 2 / Tab 4/ Sch.1/ Page 42 – Genera l Capital 
 
Please provide the breakdown of the assets that were transferred from EPS to Essex in 
2008 by using the same table shown on page 42.  
 
Response: 
 
The assets transferred are listed in the following table: 
 
 
 
 
 
 
 
 

Asset Transfer 

Description 
Acct 
No 

Transferred 
Amount 

   
Inventory 1330    459,686 
Transformers 
Inv 1850    617,742 
Meter Inv 1860     226,915  
Land 1905     191,700  

Building & 
Fixtures 1908  1,588,454  
Office Furniture 1915     118,693  

Computer 
Hardware 1920       36,176  

Computer 
Software 1925       67,989  

Transportation 
Eq 1930     509,368  
Store Eq 1935       24,040  

Tools, Garage 
Eq 1940     139,035  

Measurement 
Eq 1945       13,012  

Communication 
Eq 1955       61,323  

Total    4,054,133  
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Load and Customer Forecasting 
 
4. Ref:  Exhibit 3 / Tab 1/ Sch. 2 – Weather Normal ized Distribution System 

Load Forecast – 2010 Test Year  
 
On Page 11, it states: “Residential and GS<50 attachments in 2009 and 2010 are 
expected to resemble the growth in 2008, which have moderated since mid-decade. 
The GS>50 class customer attachments are assumed to grow by 1 attachment per year 
in 2009 and 2010 (GS>50 and Intermediate class customer connections in Table 10 are 
exclusive of embedded distribution points). Street light attachments are assumed grow 
at half the rate seen in 2008, closer to the growth seen from 2005 – 2007. No change is 
assumed in Sentinel Lights or USL customer attachments.”  
 
Please provide supporting material (e.g. number of building permit requested, 
Town/Municipal population forecast) for the above assumptions related to 
customer/connection forecast for 2009 and 2010.  
 
Response: 
 
We have four service areas including the Town of Amherstburg, the Municipality of 
Leamington, the Town of Tecumseh and the Town of LaSalle. In three of the Towns, 
Amherstburg, Leamington and Tecumseh, we do not service the whole municipality 
area.  In these towns, we service the urban areas and Hydro One services the 
remainder.  Any growth in these areas tends to be outside our service territory. It is for 
this reason that the forecasted permits listed, we assumed only a portion (20%) would 
actually be in our distribution territory. The Town of LaSalle is the only town that we 
service the entire municipality. This resulted in a what we felt was a low estimate of for 
customer growth so we were more optimistic and assumed an overall growth rate of 
.5% for 2009 and 2010.  
 
Estimated Housing starts/building permits: 
    2009   2010 
Amherstburg      50     50 
Leamington      50     76 
Tecumseh      20     20 
LaSalle      44     44 
 
None of the towns could provide population numbers specifically related to our service 
territories.  Included is the Windsor CMA report (there is no report specific to the towns 
we service or even just Essex County) the general consensus is more people are 
leaving the area so there is negative migration. 
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Also included are excerpts from the Town of LaSalle 2009 Development Charge 
Background Report showing minimum growth.   
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5. Ref:  Exhibit 3 / Tab 1/ Sch. 2 – Weather Normal ized Distribution System 

Load Forecast – 2010 Test Year – Embedded Distribut ion 
 
On Page 9, it states: “As discussed earlier, there are six embedded distributor (ED) 
delivery points within the Essex Powerlines Distribution system, with a seventh added in 
May 2009. Through an agreement with Hydro One, four of these connection points 
(Boblo Island, Dalhousie,3rd Concession, and Robson Road as of May 2009) are 
considered as regular GS>50kW distribution customers. Three other points, Howard 
(Intermediate), West.-Texas, and Can.-Detroit (both GS>50 kW), do not receive 
volumetric charges for distribution, although do attract fixed distribution charges.” 
 

a) Please confirm whether all seven embedded distributor (ED) delivery points are 
connected to the Hydro One distribution system. 

Response: 
 
Essex has a very unique situation in our distribution territory with respect to connections 
and distribution feeders moving from Hydro One’s distribution system to Essex’s 
distribution system then back to Hydro One then back to Essex then back to Hydro One. 
All seven delivery points eventually connect to Hyd ro One’s distribution system 
near the station.  
 
The DSC defines an “embedded distributor” as a distributor who is not a wholesale 
market participant and that is provided electricity by a host distributor. Essex is a 
Wholesale Market Participant AND is provided power by a host distributor Hydro One at 
the IESO Wholesale Settlement Points. 
 
Six of embedded distributor delivery points were settled by Hydro One with the IESO 
until 2006 when Hydro One did not want to upgrade the meters to be compliant with 
IESO market rules and standards. Essex entered into an agreement with Hydro One to 
deregister these IESO controlled points and Hydro One became an embedded 
distributor of Essex. 

 
b) Please provide information regarding how long each ED relationship has existed. 

 
Response: 
 
Hydro One and Essex agreed to deregister the following billing points on December 1, 
2006 and this relationship continues. 
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1) Boblo Island PME  
2) Dalhousie Street PME  
3) Amherstbury 3rd Conc. PME  
4) Howard Jct. PME 
5) Texas PME minus Western PME 
 
Hydro One requested the addition of the following on February 1, 2008 and this 
relationship continues. 
 
6) Detroit River PME minus Canard PME 
 
Hydro One requested the addition of the following on May 1, 2009 and this relationship 
continues. 
 
7)) Robson Road PME 
 
 

c) On page 3 of the above reference, Essex provided Annual summary purchases 
and sales kWh for all the classes.  Please explain why the ED class had zero 
kWh from 2003 to 2005 and only 3,783,151kWh in 2006 as compared to 
49,000,902 kWh in 2007 and 51,782,830 in 2008. 

 
Response: 
 
The ED relationship began on December 1, 2006 with the 5 points as explained in 5, 
part b) above, which is only one month in 2006. The ED relationship continued in 2007 
and then two more points were added by Hydro One starting February 2008 and May 
2008. This is why there is a slight increase from 2007 to 2008. 
 
 

d) Please explain why Howard (Intermediate), West.-Texas, and Can.-Detroit (both 
GS>50 kW) do not receive volumetric charges for distribution. 

 
Response: 
 
The assets that get the energy to these ED points are all owned and operated by Hydro 
One. Essex and Hydro One agreed it was therefore fair to only charge the fixed cost for 
settlement because Essex did not operate or maintain the assets but had to settle the 
energy as a retail embedded distributor. 
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6. Ref:  Exhibit 3 / Tab 1/ Sch. 2 – Weather Normal ized Distribution System 

Load Forecast – 2010 Test Year – Weather Normalizat ion Factors 
 
On page 6, it states: “….we have adopted the use of class specific weather 
normalization factors derived from the load forecast for EnWin filed in their 2009 test 
year COS rebasing application”. 
 

a) Please describe the methodology used to derive the weather normalization 
factors. 

 
b) Please advise what variables were used to derive the weather normalization 

factors. 
 

Response: 
 
a) The methodology used to derive the weather normalization factors used for 

Essex Power is described on pages 6-7. Weather normalization factors by class 
and year are outlined in Table 4 on page 7. The normalization factor is simply the 
normalized kWh divided by the actual kWh. For example, for the residential class 
in 2003, the actual kWh consumption for EnWin Utilities was 649,738,083 and 
the weather normal kWh consumption was 672,503,738. Therefore, the weather 
normalization factor for the residential class in 2003 is 672,503,738 / 
649,738,083 = 1.03504, as stated in Table 4.  

 
As outlined in the “Redacted Confidential Medium Term Weather Normalized 
Distribution System Load Forecast, dated September 3, 2008” (provided as an 
Attachment to this response) for EnWin Utilities referenced on page 4 of the 
report, multiple regression equations specific to each of the residential, GS<50 
kW, and GS>50 kW classes were developed for EnWin Utilities. 

 
b) The multiple regression equations used for EnWin Utilities’ weather normalized 

load forecast included heating degree days and cooling degree days measured 
at Windsor Airport, Windsor CMA full-time employment and peak days. The 
GS>50 kW class also included a time trend and Ontario full-time employment 
rather than Windsor full-time employment. 
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Other Revenues 
 
7. Ref: Exhibit 3 / Tab 3 / Sch. 3 – Interest and D ividend Income 
 
Please provide the calculation of the Bank Deposit Interest for 2009 and 2010. 

Response: 

  

Estimated 
Average 

Bank 
Balance 

Forecasted 
Interest 

Rate 

 
Estimated 

Interest 
Income  

 Actual 
Interest 
Income   

2009          

Jan       
   
2,970   

Feb       
   
1,599   

Mar       
   
1,057   

Apr       
   
1,995   

May       
   
1,669   

Jun       
   
2,533   

Jul       
   
1,528   

Aug       
   
1,165   

Sep 
 
4,250,000  0.79%    2,760     

Oct 
 
4,000,000  0.79%    2,684     

Nov 
 
4,000,000  0.79%    2,597     

Dec 
 
4,000,000  0.79%    2,684     

   Total     10,725  
 
14,516  

 
25,241  

2010          

Jan 
 
5,000,000  0.55%    2,340     

Feb 
 
5,000,000  0.55%    2,113     

Mar 
 
5,000,000  0.55%    2,340     

Apr 
 
5,000,000  0.55%    2,264     

Formatted: Bullets and Numbering
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May 
 
5,000,000  0.55%    2,340     

Jun 
 
4,000,000  0.55%    1,812     

Jul 
 
3,000,000  0.55%    1,404     

Aug 
 
3,000,000  0.55%    1,404     

Sep 
 
3,000,000  0.55%    1,358     

Oct 
 
3,000,000  0.55%    1,401     

Nov 
 
3,000,000  0.55%    1,356     

Dec 
 
2,500,000  0.55%    1,168     

   Total     21,300          -    
 
21,300  

 
8. Ref: Exhibit 3 / Tab 3 / Sch. 4 – Revenue Offset s 
 
In Exhibit 3 / Tab 3 / Sch. 1 / Attachment 2, Essex provided the forecast amounts for 
2010 revenues from non-utility operations (account 4375) of $1,787,240 and expenses 
of non-utility operations (account 4380) of -$1,687,240.  Please explain why the 
amounts for these two accounts were not included in the revenue offsets calculation for 
2010. 
 
Response: 
 
The exclusion of 4375-4380 is consistent with the OEB’s 2006 EDR model, where those 
accounts were not included in the revenue offsets calculated on sheet 5-5, and there 
has been no change or guidance to the contrary from the OEB since that model was 
issued.  The amounts recorded in these accounts are the revenues and associated 
expenses for non-regulated non-distribution utility activities. Just as Essex would not 
attempt to recover non-utility expenses from its distribution customers, it would not treat 
non-utility revenues as an offset to the distribution revenue requirement.  
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Operating Expenses 
 
9. Ref:  Exhibit 4 / Tab 1 / Sch. 1 / Page 1 – Overall Cost Trends 
 
The overall cost trends table shows the Distribution Expenses – Operation for 2006, 
2007, and 2008 are $920,528, $964,840, and $864,444, respectively.  In reference to 
the Board’s 2006, 2007 and 2008 Yearbook of Electricity Distributors, the distribution 
related expenses for Operation for Essex were $804,728, $849,690 and $749,394 
respectively.  Please reconcile these amounts and explain the reason(s) for the 
differences. 
 
Response: 
 
The variances between the figures appearing in Exhibit 4, Tab 1, Schedule 1 – Overall 
Cost Trends for Distribution Expenses – Operation and the Boards Yearbook of 
Electricity Distributors are explained in Exhibit 1, Tab 4, Schedule 4.  All three years 
variances are due to the inclusion of System Control & Load Dispatching costs (account 
4715) in Essex’ audited income statement in with Operations Expense, where it is 
included in cost of power in the OEB filing. 
 
10. Ref: Exhibit 4 / Tab 2 / Sch. 2  – IFRS  
 
Essex estimated the project cost for IFRS to be $200,000, please provide an itemized 
cost breakdown of this cost and the timeline of this project.  
 
Response: 
 
Actual / Budgeted 2009 2010 2011 Total  
     

External Consultants/Accountants     
         
35,000  

         
20,000  

         
55,000  

Additional temp accounting staff 
      
10,000  

         
50,000  

         
30,000  

         
90,000  

Additional temp other staff     
           
5,000  

           
5,000  

         
10,000  

IT Consultants/Special programs  
         
20,000  

           
5,000  

         
25,000  

Overtime for staff  
         
10,000  

         
10,000  

         
20,000  

     

 
      
10,000  

       
120,000  

         
70,000  

       
200,000  
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11. Ref: Exhibit 4 / Tab 2 / Sch. 4  - LEAP 
 
In the above reference, Essex stated that the amount of $25,000 is budgeted for 2010 
Test Year for Low Income Energy Assistance Program.  Please identify whether these 
amounts relate to existing or new program(s).  
 
Response: 
 
The $25,000 for the Low Income Energy Assistance Program is a new program for 
Essex Powerlines Corporation.  We have not participated in any programs previously. 
The actual amount included in the revenue requirement was $18,002.80.  The 
difference of approximately $7,000 was non incremental billing staff costs.   
 
12. Ref: Exhibit 4 / Tab 6 / Sch. 1 / Page 1  - Pur chase of Non-Affiliate Services 
 
In the above reference, Essex provided 3 years of historical vendor purchases. Please 
provide forecasted purchases for Bridge year (2009) and Test year (2010). 
  
Response: 
Although we do not budget future expenditures by cost types or by vendor, we fully 
expect that the overall total vendor purchases in Test Year 2010 will be similar to the 
totals shown for 2009. See table below.  
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13. Ref:  Exhibit 4 / Tab 4 / Sch. 1 / Page 5 – Hea d Count and Compensation 

Analysis  
 

On lines 11-12, it states: “New positions are required to be approved by the Senior 
Management Team and the Board of Directors Human Resources and Audit 
Committees.”  
 
Please advise whether Essex has received its approval for the new positions (Manager 
of Regulatory Affairs, Distribution Engineer and Special Customer Accounts Manager) 
from its Senior Management Team and the Board of Directors Human Resources and 
Audit Committees. 
 
Response: 
 
The Essex Powerlines Board of Directors approved the rate application which contained 
the proposal for the new positions on September 23, 2009. The Human Resources and 
Audit Committee’s review was combined into one meeting of the Essex Power 
Corporation Board of Directors meeting on September 23, 2009 where the rate 
application which contained the proposal for the new positions was approved.   
 
14. Ref:  Exhibit 4 / Tab 2 / Sch. 5 / Page 1 – Charges relat ed to GEGEA 

        Exhibit 4 / Tab 4 / Sch. 1 / Page 7-13 – Em ployee Compensation  
 

Essex indicates that it has included two additional employees, one Distribution Engineer 
and one Special Customer Account Manager, to comply with the requirements of the 
Green Energy and Green Economy Act.  
 
Please indicate the percentage of time that these two employees are expected to 
devote to Green Energy and Green Economy Act activities. 
 
Response: 
 
The Distribution Engineer resource activities are shown in the table below with the 
approximate percentage of time. At least 85% of the activities below are devoted to the 
Green Energy and Green Economy Act activities. There would be 10% for modeling the 
Essex system for Capital Improvements and provide customers with data requested 
such as requests for available fault current (required to do Arc Flash Studies) and 
Power Quality/Reliability information. The remaining 5% would be under the Demand 
Response and Load Control technologies and integration which may be a mix of some 
CDM and some GEGEA. 
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Activity 2010 and 
future 
resource 
percentage 

System Model - implementation 2% 

System Model – keeping up to date 5% 

CIA and reports for generators 38% 

Short Circuit Analysis (LDC and Customer need) 5% 

Load Flow Optimization Studies (current and future) 5% 

System Efficiency Studies (current and future) 5% 

Demand Response and Load Controls 6% 

Investigating and apply emerging/existing technologies to Smart 
Grid 

28% 

Power Quality and reliability 6% 

Total 100% 

 
The Special Customer Accounts Manager resource activities are shown in the table 
below with the approximate percentage of time. 100% of the activities below are 
devoted to the Green Energy and Green Economy Act activities.  
 
 
  
Activity 2010 and 

future 
resource 
percentage 

Complete understanding of the FIT and microFIT programs and 
roles of LDC and role out to LDC staff. Manage LDC readiness 
checklist. 

10% 

Customer Service Representatives must be prepared to answer 
questions and/or have a resource to meet customer expectations of 
inquiries. 

3% 

Update websites and Customer Information Systems 2% 
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Development of internal business process related to FIT to meet 
timing  requirements outlined in DSC and FIT 

7% 

Provide a lead contact and schedule meetings with proponents who 
wish to connect projects 

10% 

Administer Connection Impact Assessments 7% 
Specify metering and set-up settlement processes (and maintain) 
for proponents 

5% 

Distribution Availability Testing (DAT) administration & OPA 
interaction 

7% 

Economic Connection Test (ECT) administration & OPA interaction 2% 
Connection Request administration (for microFIT) including look-
ahead and forecasting through OPA interaction 

7% 

Administer any distribution changes required to facilitate the 
connection of FIT and microFIT projects 

30% 

Track and participate in OPA, OEB, MOEI, Hydro One, and EDA 
policy consultations and keep LDC staff updated with respect to the 
dynamic changes in policy and LDC requirements resulting from the 
GEGEA (including Smart Grid) 

10% 

Total 100% 
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15. Ref:  Exhibit 4 / Tab 5 / Sch. 1  – Shared Corp orate Services 
 
In the above reference, page 1 line 16 – 18, it states: “The charges from EPC to EPL 
are based on fully allocated costs plus 6% that is referred to in the Master Services 
Agreement as a mark up but represents a return on invested capital.” 
 

a) Please provide a copy of the Master Service Agreement between EPC (Essex 
Power Corporation) and EPL (Essex). 

 
Response: 
 
Copy of the Master Service Agreement between EPC and EPL.  
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b) The evidence indicates that services provided to Essex are charged at a cost-

based price plus a mark up.  Did Essex or EPC conduct a transfer pricing study 
to determine the fully allocated cost? 

 
Response: 
 
The transfer pricing as according to the master services agreement includes direct 
and indirect costs.  The fully allocated costs include direct labour costs including 
applicable burdens and other costs that are directly attributable to EPL. Also 
included are indirect costs which include supplies, insurance, rent, office machine 
maintenance, computer maintenance etc.  The indirect costs are allocated based on 
the direct labour allocation. Any directly attributable indirect costs are charged to the 
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appropriate subsidiary company.  No external review of the transfer pricing has been 
completed.  

 
 

c) If the answer to (b) is affirmative, please provide the results of the transfer pricing 
study. 

 
Response: 
  
See response to b). 
 
 

d) Please explain how the mark up percentage was determined. 
 

Response: 
The return of 6% was originally determined when EPL’s approved rate of return was 
9.88%.  It was determined that it was reasonable to include a return for EPC but it 
would not exceed EPL’s rate of return and therefore 6% was selected.  It should be 
noted that this return remains lower than the current Board approved deemed ROE.  

 
16. Ref:  Exhibit 4 / Tab 5 / Sch. 1  – Affiliate T ransactions 
 
In the above reference, page 4 line 13 – 20, it states: “With this corporate change, 
services are provided in the opposite direction with EPL providing labour, materials and 
trucks to EPS for street light and traffic light maintenance, sentinel light maintenance 
and other third party services.  The agreement attached as Exhibit 1, Tab 2, Schedule 
4, Attachment 1 page 25-31, is for services provided by EPL to EPS for street light, 
traffic light and miscellaneous other line services that are charged based on fully 
allocated costs plus a return of 7.64%.  The agreement was amended in 2009, Exhibit 
1, Tab 2, Schedule 4, Attachment 1, page 32-38 for a change in the fully allocated 
costs.”   

 
a) Please provide more details about the amendment made in 2009 for the 

agreement between EPL (Essex) and EPS (Energy Power Services).  
 
Response: 
 

The reduction was made to reduce the overheads as a result of an increased level 
of capital spending $’s including smart meters helping to absorb more of the 
overheads in 2009.  Also, it was determined that the amount of the 
administration overhead being recovered could be reduced.  This 
administration overhead reduction was also made in EPL’s internal overheads 
that are applied.  Each year a review of the overhead costs is conducted and 
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the overhead percentages are adjusted accordingly with changes in costs, 
capital spending levels and the amount of third party work. 

 
 Reference can be made to the Schedule A’s attached to the agreements dated 

January 1, 2008 and March 1, 2009. In summary, the Labour overhead was 
reduced from 2008 to 2009 from 100% to 52%, Material overhead was reduced 
from 2008 to 2009 from 41% to 15% and Truck overhead was reduced from 
2008 to 2009 from 50% to 21%.   



  Essex Powerlines Corporation 
  EB-2009-0143 
  Responses to Board Staff 
  Filed: December 14, 2009 
  Page - 40 - of 71 
 

 - 40 -

b) The evidence indicates that services provided to Energy Power Services are 
charged at a cost-based price plus a mark up.  Did Essex or EPS conduct a 
transfer pricing study to determine the fully allocated cost? 

 
Response: 
 
No external transfer pricing study was conducted. As outlined in a) above, at the end 
of the fiscal year all costs including overheads from the prior year are reviewed and 
adjustments are made to the pricing structure to reflect appropriate changes.    
 
c) If the answer to (b) is affirmative, please provide the results of the transfer pricing 

study.  
 
d) Please explain how the mark up percentage of 7.64% was determined. 

 
Response: 
 
The mark up of 7.64% was based on EPL’s overall weighted average cost of capital 
from the 2008 Board approved rate filing.  As per the affiliate relationships code 
section 2.3.4.2 which states: “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, 
product, resource or use of asset.  The fully-allocated cost shall include a return on 
the utility’s invested capital.  The return on invested capital shall be no less than the 
utility’s approved weighted average cost of capital. “ 
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Depreciation and Amortization 
 
17. Ref:  Exhibit 4 / Tab 7 / Sch. 1 / Page 1 – Dep reciation rates and 

Methodology 
 
In the above reference, line 2 – 5, it states: “Essex Powerlines adheres to the 2006 
Electricity Distribution Rate Handbook Appendix B, with the exception of the 
depreciation life for our service building.  The service building included modification to 
an existing steel construction building so we are depreciating it over 25 years.”  
 

a) Please provide justification to use 25 years as the depreciation life for the service 
building instead of 50 years as stated in the Rate handbook. 

 
Response: 
 
The building was originally built in the 1960’s, with additions in the late 1970’s and 
early1990’s.  The building was basically a garage with 8 bays and small offices at 
each end.  Essex expanded the offices by adding another floor along with some 
main floor changes.  The building is primarily steel with a block foundation. As the 
original part of the building including the garage area is from the 1960’s and already 
40+ years old, it was determined that the building would not have an additional 50 
years useful life, so depreciating it over 25 years reflected the building’s useful life. 
Attached is an excerpt from the original environmental assessment of the building 
performed by Golder &Associates in 2001.  
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b) Please provide the percentage of the modification book value as compared to the 

book value of the entire service building. 
 

Response: 
 
88% of the book value is for modifications made to the building.  Essex questions 
the relevance of this number, since the useful life of the modifications is tied to the 
entire building.  

 
c) Please provide the impact on the total 2010 depreciation expense amount if 

Essex used the depreciation life of 50 years for its service building. 
 
Response: 
 
The 2010 depreciation expense amount would decrease from $79,410 to $39,705.  

 
 
PILs 
 
18. Ref:  Exhibit 4 / Tab 8/ Sch. 3/ Page 2  – Tax Rates 
 
Effective July 1, 2010, Ontario’s small business income tax rate will drop from 5.5% to 
4.5% and the surtax will be eliminated. 
 

a) Please explain whether Essex has included these changes in tax rates in its PILs 
calculation and how it has interpreted the capital tax and income tax changes 
that will become effective on July 1, 2010 with respect to proration in 2010.  
Please include all relevant calculations. 

 
Response: 
 
All the tax rates have been incorporated into our PILs calculation but an error was 
detected in applying the small business clawback of 4.25% which should not apply.  
Essex does not qualify for the small business deduction as outlined in section 
2368.05 due to its association with its affiliates and the total capital employed 
exceeds $15 million.   See copy of section 2368.05 below. 
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b) If Essex has not already included the July 1, 2010 tax changes in its PILs 

calculation, please provide revised calculations reflecting the appropriate tax 
changes. 

 
Response: 
 
See revised tax table below for page 16 of 16 in Exhibit 4, Tab 8, Schedule 3, 
Attachment 1: 
 
 

Essex Powerlines (ED-2002-0499)   
PILs Calculations for 2010 EDR Application (EB-2009 -0143)   version: v0.1 
August 28, 2009    
    

P8   Total PILs Expense       
Enter tax credit amounts       

    

 
2009 

Projection  
2010 

Projection ¹ 
2010 
Test ¹ 

Regulatory Taxable Income/(Loss) 1,913,497  397,459  1,395,291  
Combined Income Tax Rate 33.00% 16.00% 31.00% 

Total Income Taxes 631,454  63,593  432,540  
Investment & Miscellaneous Tax Credits       

Income Tax Payable 631,454  63,593  432,540  
Large Corporations Tax (LCT)       

Ontario Capital Tax (OCT) 55,703  19,868  19,868  
Grossed-up Income Tax     626,870  
Grossed-up LCT       

Total PILs Expense 687,157  83,461  646,738  
¹ 'Projection' per existing rates; 'Test' based on proposed revenue 
requirement    
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Cost of Capital 
 
19. Ref: Exhibit 5 / Tab 1/ Sch. 1 / Page 1 
 
The Board’s short-term debt rate identified in the Cost of Capital Parameter Updates 
issued on February 24, 2009 is 1.33%.  Please explain the rationale for using a short-
term debt rate of 1.13%.  
 
Responses: 
 
The rate of 1.13% used for short-term debt rate was used in error.  Essex agrees that 
the short-term debt rate should have been 1.33% 
Response: 
 
 
20. Ref: Exhibit 5 / Tab 1/ Sch. 2 / Page 1 
 
Page 12 of Essex’s 2008 Audited Financial statements (Exhibit 1 / Tab 4 / Sch. 2) 
provides the long term principal repayments for the next 5 years.  Please confirm 
whether Essex has taken into account these repayments in its long-term debt 
calculation for 2010.  Please provide a detailed response. 
 
Response: 
 
The current portion of the long term debt payments included on the financial statements 
is accurate and reflects the obligation to the corporation for the repayment of debt.  Part 
of the current portion of long term debt includes repayment on the loans held by the 
shareholder municipalities.  This amount is at the discretion of the municipality holding 
the debt to request the payments or they can allow the principal to accumulate and 
request part or all of the accumulated principal payments owing in a future year.  For 
example, at the end of 2008, the long term principal repayments for 2009 are $ 
1,539,365.  $61,483 is the principal repayment for the mortgage on the building.  The 
remaining $1,477,882 is for principal repayments to the municipalities.  This includes 
principal payments for 2008 and 2009 of $738,941 each year.  The municipalities have 
to provide their intention to get repayment by March of each year for repayment in Oct 
of each year. They have a total of 5 payments available to them.  
 
If the towns request payment, EPL will arrange alternative financing to replace these 
loans.  Therefore, EPL has included them as ongoing debt commitments for the 
purpose of interest expense for 2010 under the assumption the municipalities will not be 
requesting payment and if they do, we would replace it with new debt.   
 
The interest swaps of $6.3 million do not include any principal repayments. 
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The new loan will have some principal repayments but for the purpose of calculating the 
interest expense for 2010, Exhibit 5, Tab 1, Schedule 2, Attachment 1, is reasonably 
accurate.     
 
   
 
21. Ref: Exhibit 5 / Tab 1/ Sch. 2 / Page 1 
 
At the above reference, Essex states that: “The fixed rate loan for $10,000,000 is being 
negotiated with either Infrastructure Ontario or a bank.  The rate for this loan is 
estimated to be no more than 6%.  It will either be a 20 year loan with Infrastructure 
Ontario or it could be a 10 year loan with a bank.  This will be determined in the next 
few months.” 
 

a) Please provide any update, if any, regarding this $10 million fixed rate loan. 
 
Response: 
 
Essex has signed a fixed term loan agreement with TD Bank for $10 million as 
included in the application on November 8, 2009.  The loan has been split as $6 
million amortized over 20 years at a rate of 4.99%.  The remaining $4 million is 
amortized over 10 years at a rate of $4.49%.  A revised Exhibit 5, Tab 1, Schedule 
2, Attachment 1 is included with these changes.   
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b) Please provide the details of the projects or programs that this $10 million loan 

will be used to finance. 
 
Response: 
 
The $10 million was required to replace funds used out of cash reserves and 
includes: 
 
2010 Capital expenditures $ 4.1 million 
2007 - 2010 Smart meter program $6 million 
2009 Capital Expenditures $2.9 million 
2008 Capital Expenditures $2 million 
Intercompany loan owing to EPSC $1.7 million for 2008 purchase of assets 
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These amounts total to more than 10 million and the remainder will be funded 
through cash flow from regular operations.  

 
 
22. Ref: Exhibit 5 / Tab 1/ Sch. 2 / Page 1 
 
At the above reference, Essex states that: “The TD Bank/TD Securities loans are 
bankers acceptances from the TD Bank that are in an interest swap with TD Securities.  
The $3,000,000 loan is due to mature in 2013 and has overall rate of 7.05%.  The 
$3,300,000 loan is due to mature in 2018 and has an overall rate of 5.94%.”  
 
On page 12 of Essex’s 2008 Audited Financial statements (Exhibit 1 / Tab 4 / Sch. 2), 
the interest rate for the $3,000,000 was listed as 5.8% and the interest rate for the 
$3,300,000 was listed as 4.69%.  Please explain the reason for the differences. 
 
Response: 
 
The TD Bank recently advised that the current stamping fee of .5% would be increasing 
to 1.75% before the end of 2009.  
 
23. Ref: Exhibit 5 / Tab 1/ Sch. 2 / Attachment 2 /  Page 2 
 
At the above reference, Essex states that: “Essex Powerlines Corporation (EPLC) does 
not hold any Affiliate Debt Instruments.  At the end of 2008, EPLC did have an 
intercompany payable to Essex Power Corporation for $1,320.537.  The bulk of this 
payable amount was due to temporary cash advancement to EPLC that will be repaid in 
2009 when other loan arrangements are completed.  At the end of 2008, EPLC had an 
intercompany payable to Essex Power Services Corporation for $1,738,283.  The bulk 
of this payable amount is the outstanding balance of the cost of the assets transferred 
(book value of approximately $3.1 million). No interest is being charged on these 
amounts.” 
 
Please explain how this intercompany payable to Essex Power Services Corporation of 
$1,783,283 is related to the proposed cost of debt. 
 
Response: 
 
The repayment of the $1,783,283 for the purchase of assets from EPS is part of the 
requirement to borrow the $10 million from the TD Bank.  Once the funding is 
completed, the intercompany payables will be paid.  
 
Cost Allocation 
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24. Ref: Exhibit 7 / Tab 1/ Sch. 1 / Attachment 1 –  2010 Cost Allocation study – 
page 14 

 
On page 14, line 6 – 7, it states: “Note that the total revenue to cost ratio for EPL-2010 
is less than 100% because it represents the revenue to cost ratio for 2010 at current 
rates.” On the same page, lines 12-14, it states: “Table 8 represents the revenue 
responsibility (i.e., allocation of the total revenue requirement to the rate classes) in 
each of the models.  This revenue responsibility is presented in both dollar and 
percentage terms.” 
 
Please use the EPL-2010 revenue as stated in Table 8 to recalculate the revenue to 
cost ratio for EPL-2010 so that the total revenue to cost ratio for EPL-2010 is equal to 
100%.  
 
Response: 
 
The revenue responsibility percentages shown in Table 8 under EPL-2010 represent an 
allocation of revenue which, if applied to the proposed revenue requirement, would 
result in 2010 revenue to cost ratios of 100% for each rate class. 
 
The actual allocation of revenue which EPL is proposing for 2010 appears in Table 3 of 
Exhibit 7 / Tab 2 / Schedule 2, and reflects a total revenue to cost ratio of 100% based 
on the EPL-2010 Cost Allocation model. The revenue allocation yielding these ratios 
appears on sheet F4 of the submitted RateMaker model. 
 
25. Ref: Exhibit 7 / Tab 1/ Sch. 1 / Attachment 1 –  2010 Cost Allocation study – 

page 11-13 – 2010 Essex CA Model 
 

a) Please provide a Cost allocation study in which all the data (i.e. demand and 
customer data) for Embedded distribution delivery points are included as a 
separate class and recalculate the revenue to cost ratio for all the classes.  
(Please ensure the total revenue to cost ratio is equal to 100%.) 

 
Response: 
The requested Cost Allocation model has been filed electronically with the Board 
under file name EPL-2010-OEB25. The revenue to cost ratios on sheet O1 are 
based on existing rates, as were the ratios in the EPL-2010 file. Row 80 of sheet 
O1 presents these ratios scaled up to an overall revenue-to-cost ratio of 100%. 
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b) Please confirm for the new calculated revenue to cost ratio as indicated in (a) 

whether Essex would want to propose new revenue to cost ratios in the Test year 
for the embedded distributor class. 

 
Response: 
EPL will not submit changes to its previously proposed revenue to cost ratios at 
this time, not is it proposing the ratios appearing in cost allocation model EPL-
2010-OEB25, as EPL is not proposing to introduce a distinct rate class for 
Embedded Distribution. Were the Board to determine that this additional rate 
class should be introduced, EPL’s position would be that the revenue to cost 
ratios for each rate class should be derived in a manner consistent with the 
approach described in Exhibit 7 / Tab 2 / Schedule 2. 
 

 
Rate Design 
 
26. Ref: Exhibit 8 / Tab 2/ Sch. 1/ Attachment 1 – Fixed/Variable Revenue Split 
 

a) Please confirm whether the existing rates are based on 2009 approved rates, 
and if not then which rates were used.  

Response: 
 
In Essex’s filing the incorrect rates were used for the 2009 current rates in the 
comparison’s with the 2010 rates.  Essex provided Board Staff with corrected rate 
impacts which were used in the published Notice of Application. 
 
 
b) If the answer to (a) is negative, please provide a revised fixed and variable 

revenue split based on 2009 approved rates. 
 
 
Response: 

F5   Fixed/Variable Rate Design                 

    Existing 
Rates (1)     

Cost 
Allocation - 
Minimum 

Fixed Rate 
(2) 

    

Cost 
Allocation 

- 
Maximun 

Fixed 
Rate (2) 

  

Customer Class 
Name Rate Fixed % 

Variable 
% Rate Fixed % 

Variable 
% Rate Fixed % 

Variable 
% 

Residential $10.95  45.54% 54.46% $4.07  14.00% 86.00% $15.07  51.81% 48.19% 

General Service 
Less Than 50 kW $12.60  43.75% 56.25% $12.03  24.36% 75.64% $32.50  65.80% 34.20% 
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General Service 50 
to 2,999 kW $343.51  41.63% 58.37% $49.73  6.03% 93.97% $343.51  41.67% 58.33% 

General Service 
3,000 to 4,999 kW $4,076.03  51.01% 48.99% $87.38  2.35% 97.65% $4,076.03  109.74% -9.74% 

Unmetered 
Scattered Load $8.92  24.58% 75.42% $6.87  19.04% 80.96% $23.06  63.91% 36.09% 
Sentinel Lighting $0.72  36.48% 63.52% $0.96  16.51% 83.49% $8.74  150.57% -50.57% 
Street Lighting $0.38  36.32% 63.68% $0.96  19.63% 80.37% $8.59  175.57% -75.57% 

          
           

    
Existing 

Fixed/Variable 
Split (3) 

    Rate 
Application   Resulting 

Usage   (4) 
Existing 

Customer Class 
Name Rate Fixed % Variable 

% Rate Fixed % Variable 
% Rate per Usage 

Rate 

Residential $13.24  45.54% 54.46% $13.24  45.53% 54.47% $0.0181   kWh  $0.0150  

General Service 
Less Than 50 kW $21.61  43.75% 56.25% $21.61  43.76% 56.24% $0.0086   kWh  $0.0050  

General Service 
3,000 to 4,999 kW $1,894.61  51.01% 48.99% $1,894.61  51.01% 48.99% $2.2355   kW  $4.8094  

Unmetered 
Scattered Load $8.87  24.58% 75.42% $8.87  24.58% 75.42% $0.0307   kWh  $0.0309  

Sentinel Lighting 
$2.12  36.48% 63.52% $2.12  36.54% 63.46% $6.8996   kW  $4.5442  

Street Lighting 
$1.78  36.32% 63.68% $1.78  36.36% 63.64% $5.4817   kW  $3.4074  
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c) Please explain why the monthly fixed charge for General Service 3,000 to 

4,999kW has been reduced from $4,059.65 to $2,113.87.   
 

Response: 
 
This change is due to the cost allocation results.   

 
Loss Factors 
 
27. Ref: Exhibit 8, Tab 3, Sch. 3, Page 1-2 
 
On page 1, lines 16-17, it states: “EPL calculated its weighted average supply facility 
loss factor by summing energy delivered at each of its 12 supply points.” 
For all the points of supply under Essex’s four service territories please identify how 
many points are supplied by Hydro One transmission and how many points are supplied 
by Hydro One distribution system.  
 
Response: 
 
All points are supplied by the Hydro One distribution system.  
 
28. Ref: Exhibit 8, Tab 3, Schedule 3, Attachment 1  
 

a) If Essex is fully embedded in the Hydro One distribution system, i.e. 100% of 
Essex’s supply points are fed by Hydro One distribution, please explain why 
Essex did not use a SFLF of 1.0340 (3.4% losses) to account for losses 
upstream of EPL’s distribution system, i.e. at the point of supply to Hydro One 
distribution and within Hydro One’s distribution system. 
 
Response: 
 
Essex did not use a SFLF of 1.0340 (3.4% losses) as Essex is not fully 
embedded in the Hydro One distribution system. 

 
b) If Essex is partially embedded within the Hydro One distribution system, i.e. 

some of Essex’s supply points are fed by Hydro One distribution while the 
balance are fed by Hydro One transmission, please reconfirm that the weighted 
average SFLF was calculated by factoring in a SFLF of 1.0340 (3.4% losses) to 
account for supply losses related to the component of Essex’s distribution system 
that is embedded within the Hydro One distribution system. 
 
Response: 
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Essex is an IESO market participant and is not fully embedded in the Hydro One 
distribution system.  Hydro One does not bill Essex for commodity charges.  
Essex did not use the 3.4% because we had better representative data by meter 
points with varying loss factors and used this data to determine a weighted 
average SFLF.  
 
The following table contains the information used to calculate the weighted 
average for each year: 
 

2004 

Meter Gross Energy Loss Total  Weighted 

Point kwhrs  Factor Losses SFLF 
Keith:M5 
Import 

    
99,788,599.2  

   
0.0340  

    
3,392,812.37    

        Canard 
  
(79,638,407.3) 

   
0.0270  

  
(2,150,237.00)   

        Detroit 
    
73,407,713.3  

   
0.0558  

    
4,096,150.40    

Malden 
  
159,637,049.5  

   
0.0340  

    
5,427,659.68    

Kingsville 
  
155,073,063.3  

   
0.0340  

    
5,272,484.15    

Lauzon 
  
128,698,160.8  

   
0.0340  

    
4,375,737.47    

Heinz (REG) 
    
20,673,787.1  

  
(0.0327) 

     
(676,032.84)   

 Total 
  
557,639,965.9   

  
19,738,574.24     0.0354  

(REG = retail 
embedded 
generator)     

2005 

Meter Gross Energy Loss Total  Weighted 

Point kwhrs  Factor Losses SFLF 
Keith:M5 
Import 

    
98,843,713.1  

   
0.0340  

    
3,360,686.25    

        Canard 
  
(77,246,423.6) 

   
0.0270  

  
(2,085,653.44)   

        Detroit 
    
69,916,976.7  

   
0.0558  

    
3,901,367.30    

Malden 
  
175,481,679.6  

   
0.0340  

    
5,966,377.11    

Kingsville 
  
163,109,783.1  

   
0.0340  

    
5,545,732.63    

Lauzon 
  
131,881,124.9  

   
0.0340  

    
4,483,958.25    

Heinz 
    
15,800,831.3  

  
(0.0327) 

     
(516,687.18)   

Total 
  
577,787,685.1   

  
20,655,780.90     0.0357  

     

2006 

Meter Gross Energy Loss Total  Weighted 

Point kwhrs  Factor Losses SFLF 
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Keith:M5 
Import 

    
85,203,252.1  

   
0.0340  

    
2,896,910.57    

        Canard 
  
(65,225,708.8) 

   
0.0270  

  
(1,761,094.14)   

        Detroit 
    
57,910,350.3  

   
0.0558  

    
3,231,397.55    

Malden 
  
175,848,638.1  

   
0.0340  

    
5,978,853.70    

Kingsville 
  
150,074,591.3  

   
0.0340  

    
5,102,536.10    

Lauzon 
  
126,293,383.3  

   
0.0340  

    
4,293,975.03    

Heinz 
    
20,076,882.8  

  
(0.0327) 

     
(656,514.07)   

Total 
  
550,181,389.1   

  
19,086,064.74     0.0347  

     

2007 

Meter Gross Energy Loss Total  Weighted 

Point kwhrs  Factor Losses SFLF 
Keith:M5 
Import 

    
69,489,671.6  

   
0.0340  

    
2,362,648.83    

         23M3 
    
17,806,661.4  

   
0.0060  

       
106,839.97    

         23M4 
      
2,298,886.4  

   
0.0060  

         
13,793.32    

         Canard 
  
(45,673,185.6) 

   
0.0270  

  
(1,233,176.01)   

         Detroit 
    
38,111,957.2  

   
0.0558  

    
2,126,647.21    

Malden 
  
227,460,647.8  

   
0.0340  

    
7,733,662.03    

Kingsville 
  
151,018,927.0  

   
0.0340  

    
5,134,643.52    

Lauzon 
  
127,412,877.6  

   
0.0340  

    
4,332,037.84    

Heinz 
    
21,864,977.8  

  
(0.0327) 

     
(714,984.77)   

Total 
  
609,791,421.2   

  
19,862,111.93     0.0326  

     

2008 

Meter Gross Energy Loss Total  Weighted 

Point kwhrs  Factor Losses SFLF 
Keith:M5 
Import 

    
34,213,630.0  

   
0.0340  

    
1,163,263.42    

         23M3 
    
44,191,942.7  

   
0.0060  

       
265,151.66    

         23M4 
    
50,672,757.7  

   
0.0060  

       
304,036.55    

        Canard 
    
(1,522,169.6) 

   
0.0270  

       
(41,098.58)   

        Detroit 
         
958,625.7  

   
0.0558  

         
53,491.31    

Malden 
  
199,962,846.1  

   
0.0340  

    
6,798,736.77    

Kingsville 
  
133,734,430.2  

   
0.0340  

    
4,546,970.63    

Lauzon 
  
124,809,436.3  

   
0.0340  

    
4,243,520.83    
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Heinz 
    
23,158,874.6  

  
(0.0327) 

     
(757,295.20)   

Total 
  
610,180,373.7   

  
16,576,777.39     0.0272  

 
c) Please populate row ‘A1’ in the table provided in the above reference such that 

the ratio of kWh values provided in rows ‘A1’ and ‘A2’ are consistent with SFLF 
value provided in row ‘H’.  With respect to populating row ‘A1’, please note: 

 
i. If directly connected to IESO controlled grid, kWh pertains to the virtual 

meter on the primary or high voltage side of the transformer at the 
interface with the transmission grid. This corresponds to the “With Losses” 
kWh value provided by the IESO’s MV-WEB.  This corresponds to the 
higher of the two kWh values provided by MV-WEB. 

 
ii. If fully embedded within a host distributor, kWh pertains to the virtual 

meter on the primary or high voltage side of the transformer at the 
interface between the host distributor and the transmission grid.  For 
example, if the host distributor is Hydro One, kWh from the Hydro One 
invoice corresponding to “Total kWh w Losses” should be reported.  This 
corresponds to the higher of the two kWh values provided by the Hydro 
One invoice. 

 
iii. If partially embedded, kWh pertains to sum of the above. 
 
Response: 

Schedule 10-5: Determination of Loss Factors 
    Year 1 Year 2 Year 3 Year 4 Year 5 
    2004 2005 2006 2007 2008 

  

Losses in 
Distributor's 
System           

A1 

"Wholesale" kWh 
delivered to 
distributor (higher 
value)     577,378,540       600,488,443      573,974,325      633,859,385      611,186,634  

A2 

"Wholesale" kWh 
delivered to 
distributor (lower 
value)     557,639,966       579,762,078      554,730,451      613,864,602      595,021,673  

B 

Portion of 
"Wholesale" kWh 
delivred to 
distributor for 
Large User 
Customer(s) 0 0 0 0 0 
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C 

Net "Wholesale" 
kWh delivered to 
distributor (A2)-
(B)     557,639,966       579,762,078      554,730,451      613,864,602      595,021,673  

D 

"Retail" kWh 
delivered by 
distributor     530,887,792       566,660,238      528,969,909      584,280,689      576,502,983  

E 

Portion of "Retail' 
kWh delivered by 
distributor for 
Large Use 
Customer(s) 0 0 0 0 0 

F 

Net "Retail" kWh 
delivered by 
distributor (D)-(E)     530,887,792       566,660,238      528,969,909      584,280,689      576,502,983  

G 

Loss Factor in 
distributor's 
system [C/F]             1.0504               1.023 1              1.0487              1.0506              1.0321  

  

Losses 
Upstream of 
Distributor's 
System           

H 
Supply Facility 
Loss Factor 1.0354  1.0357 1.0347 1.0326 1.0272 

  Total Losses           

I 
Total Loss 
Factor [(G)x(H)]             1.0876               1 .0597              1.0851              1.0849              1.0602  
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29. Ref: Exhibit 8, Tab 4, Schedule 4, Attachment 1  Page 3 
 

a) Essex proposed the Total Loss Factor (TLF) for Secondary and Primary metered 
customers greater than 5,000 kW of 1.0602. Please explain the reason for 
proposing TLF values for such customers when Essex does not appear to have 
any large user customers as indicated by zero values provided in both rows ‘B 
and ‘E’ in the table in the Exhibit 8 / Tab 3 / Sch. 3 / Attachment 1. 

Response: 
 
Essex should not have proposed Total Loss Factors for the large user class.  These 
cells should have been denoted by N/A. 
 
b) Essex proposed the TLF values for Secondary and Primary metered customers 

less than 5,000 kW of 1.0602. Please explain the reason for proposing the same 
TLF value for Primary and Secondary customers, as this would ignore the 
Primary Metering Adjustment of 0.99 which accounts for assumed 1% losses in 
the primary to secondary transformer. 

 
Response: 
 
Essex agrees that the TLF for the Primary Metered customers should not be 1.0602 
but rather 1.0496 to account for the 1% primary metering adjustment.  

 
Bill Impacts 
 
30. Ref: Exhibit 8, Tab 4, Schedule 4, Attachment 1  & 2 
 
Essex provided bill impacts resulting from the proposed rate changes in the above 
reference. 
 

a) Please confirm whether the bill impacts calculation is based on current rates 
(2009) or not. 
 
Response: 
 

In Essex’s filing the incorrect rates were used for the 2009 current rates in the 
comparison’s with the 2010 rates.  Essex provided Board Staff with corrected rate 
impacts which were used in the published Notice of Application. 
 
b) If the answer to (a) is negative, please correct the bill impacts calculation as 

shown in Exhibit 8/ Tab 4/ Schedule 4/ Attachment 1 & 2. 
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Response: 

Essex Powerlines Corporation        

 2009 2010 Change Impact 

  Volume Rate Charge Volume Rate Charge $ % 

 Residential           

 800 kWh's           

          

 Monthly Service Charge     $10.95   $12.94   

 Distribution   800 0.0150 $12.00 800 0.0177 $14.16   

smart meter rate rider   $1.00   $2.40   

Regulatory Assets 800 0 $0.00 800 -0.0030 -$2.40   

 Transmission -Network   843.52 0.0049 $4.13 848.16 0.0051 $4.33   

 Transmission -Connection   843.52 0.0043 $3.63 848.16 0.0050 $4.24   

Total Delivery   $31.71   $35.67 $3.96 12.5% 

         

         

         

 2009 2010 Change Impact 

  Volume Rate Charge Volume Rate Charge $ % 

         

General Service         

 2000 kWh's           

< 50 kW         

          

 Monthly Service Charge     $12.60   $21.74   

 Distribution   2000 0.0050 $10.00 2000 0.0087 $17.40   

smart meter rate rider   $1.00   $2.40   

Regulatory Assets 2000 0 $0.00 2000 -0.0030 -$6.00   

 Transmission -Network   2108.8 0.0043 $9.07 2120.4 0.0045 $9.54   

 Transmission -Connection   2108.8 0.0040 $8.44 2120.4 0.0047 $9.97   

Total Delivery   $41.10   $55.05 $13.94 33.9% 
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Deferral and Variance Accounts 
 
31. Ref:  Exhibit 9 / Tab 2 / Sch. 1 / Page 1 – Rec overy period 
 
In the above reference, Essex states: “The amount to be disposed of is the audited 
principal balances as of December 31, 2008 plus interest forecasted to April 30, 2010.  
The proposed method of recovery is allocated to rate classes on the basis of the 
applicable cost drivers over a one-year period.”  However in Exhibit 1 / Tab 1/ Sch. 3 / 
Page 3, Essex requested approval to dispose of the Deferral and Variance Account 
balances over a four-year period.  Please clarify what recovery period Essex is 
requesting for disposition.  
 
Response: 
 
Essex is proposing to dispose of it’s deferral and variance account balances over a 4 
year period, as stated in Exhibit 1, Tab 1, Schedule 3, page 3, line 1 – 2.  The recovery 
period noted on Exhibit 9, Tab 2, Schedule 1, page 1, line 15 – 16. should state “over a 
four-year period”. 
 
32. Ref:  Exhibit 9 / Tab 2 / Sch. 1  – Accounts 15 88 
 

a) On October 15, 2009, the Board’s Regulatory Audit & Accounting group issued a 
bulletin related to Regulatory Accounting & Reporting of Account 1588 
RSVAPower and Account 1588 RSVAPower Sub-account Global Adjustment.  
Please confirm whether or not Essex plans on making any changes to its filing 
with respect to Account 1588.  
 
Response: 
 
Essex has re-filed it’s figures for the changes as per the Boards Regulatory Audit 
& Account group bulletin.  Essex was only affected by the RPP requirements and 
made the necessary changes to reallocate the RPP to the correct accounts. 

 
b) Please identify separately, the balance associated with the Global Adjustment 

sub-account in Account 1588 Power, as of December 31, 2008 for the principle 
balance and April 30, 2010 for carrying charges.  
Response: 
 
December 31, 2008 balance - Global Adjustment sub account $5,884,623.76  

 April 30, 2010 interest balance $745,332.41. 
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c) Please provide an allocation of the December 31, 2008 balance of the Global 
Adjustment sub-account (plus interest to April 30, 2010) based on the 2008 kWhs 
for non-RPP customers.   

 

Deferral / Variance Account 
Total 

Recovery 
Amount 

Allocation 
Basis Residential 

General 
Service 

Less Than 
50 kW 

General 
Service 50 

to 2,999 kW 

General 
Service 
3,000 to 
4,999 kW 

Unmetered 
Scattered 

Load 

Sentinel 
Lighting

1588-RSVAPOWER 5,884,624  non-rpp 
kwhrs 

1,051,041  250,478  3,566,302  960,405  7,155  

Total Recoveries Required   (1 years) 5,884,624    1,051,041  250,478  3,566,302  960,405  7,155  
              

Annual Recovery Amounts 5,884,624    1,051,041  250,478  3,566,302  960,405  7,155  

               
Annual Volume   47,176,081  11,242,714  160,073,778  43,107,877  321,161  
              

Proposed Rate Rider     $0.0223  $0.0223  $0.0223  $0.0223  $0.0223  
per      kWh   kWh   kW   kW   kWh  
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d) Please calculate a separate rate rider for the recovery of the proposed Global 
Adjustment balance using the allocated amounts in (c) and the 2010 non-RPP 
consumption data (kWh or kW as applicable) as the billing determinant. 
Response: 
 
See c) above 

 
 
 
33. Ref:  Exhibit 9 / Tab 2 / Sch. 1 / Attachment 1   – Accounts requested for 

Disposition – Account 1525 
 
In the above reference, Essex shows an amount of $2,175,088 for account 1525 in 
2009.  However, this amount is not recorded in the Continuity Schedule 
(Exh9/Tab1/Sch2/Attachment1).  This amount is also shown in Essex’s Audited 
Financial Statements as of Dec. 31, 2008, under Deferred Charges.  
 

a) Please clarify if this amount is for a regulatory asset account.  If so, did Essex 
receive Board approval to record what appears to be Intangible Assets in 
account 1525? 

 
Response: 
 
This amount is not for a regulatory asset account. See note 5 to the 2008 Audited 
Financial Statements.  
 
b) Please provide a breakdown of the components that are included in this account. 
 
Response: 
 
The amounts included in this account are as follows: 
 
Deferred debit from formation of organization in 2000                                $2,001,513 
Deferred debit for development of Springboard Health and Safety system   $169,445 
Misc deferred credit – OPA Funds                                                                   $(5,870) 
 
 
c) Although Essex is not proposing disposition of this account in its application at 

this time; can Essex provide precedent to include such costs in the regulatory 
asset account 1525? 

 
Response: 
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Essex is not proposing any disposition of this account since these items are not 
regulatory assets.   
 

34. Ref:  Exhibit 9 / Tab 2 / Sch. 1 / Attachment 1   – Accounts requested for 
Disposition – Account 1562 

 
In the above reference, Essex shows an amount of $157,430 for account 1562 for 
disposition.  However, under Exhibit 9 / Tab 2 / Sch. 1 / Page 1, Essex stated that 
Essex is not  requesting the disposition of account 1562 – Deferred PILs. Please 
confirm that Essex is not requesting disposition of Account 1562 at this time. 
Response: 
 
Essex confirms that it is not requesting disposition of Account 1562 at this time as 
stated in Exhibit 9, Tab 2, Schedule 1. 
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35. Ref:  Exhibit 9 / Tab 2 / Sch. 1 / Attachment 1   – Accounts requested for 
Disposition – Account 1518 

 
In the above reference, Essex shows an amount of $6,657 for account 1518. 
 

a) Please state the amount reported to the Board for account 1518 in Essex’s 2008 
annual filing pursuant to RRR 2.1.7. 

Response: 
 

Essex filed $6,657 in the April 30, 2009 2.1.7 filing for the December 31, 2008 
balance under account 1508 in error.  This filing will be revised and re-submitted 
to the OEB.  

 
b) Please reconcile the two amounts if different and confirm which amount is correct 

for disposition.  
 
Response: 
 
N/A 
 

36. Ref:  Exhibit 9 / Tab 2 / Sch. 1 / Attachment 1   – Accounts requested for 
Disposition – Account 1565 & 1566 

 
In the above reference, Essex shows an amount of $23,834 for account 1565 and -
$23,834 for account 1566. 
 

a) Please confirm whether Essex is requesting to dispose account 1565 and 
account 1566. 

Response: 
 
Essex is not requesting disposition of Account 1565 & 1566 at this time as stated in 
Exhibit 9, Tab 2, Schedule 1. 
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b) If the answer to (a) is affirmative, please explain why Essex believes these two 

accounts need to be disposed in the light of the fact that these two accounts are 
tracking accounts and would offset each other.  

 
Response: 
N/A 

 
37. Ref:  Exhibit 9 / Tab 2 / Sch. 1 / Attachment 1   – Accounts requested for 

Disposition – Account 1565 & 1566 
 
The 1565 account balance as of December 31, 2008 is shown as $23,834.  Staff notes 
that the 2008 CDM annual report filed by Essex states that the total approved CDM 
expenditure is $756,304 and Essex has spent $755,591.16.   

 
a) Please explain why the balance in account 1565 (and the corresponding 

offsetting balance in 1566) is not equal to the difference between the actual 
spending and the approved CDM amount as stated in the 2008 CDM annual 
report. 

 
Response: 
 
The balance in account 1565 is not equal to the difference between the actual 
spending and the approved CDM amount stated in the 2008 CDM annual report 
as the annual report stated the amount available to spend on the Co-Generation 
projects was $75,000 while the General Ledger account shows the actual 
amount spent of $100,000.  The variance between the filing and the general 
ledger is primarily the $25,000 over expenditure.   

 
b) Please provide a schedule showing all entries in accounts 1565 and 1566 from 

their inception to December 31, 2008 that includes a summary of the total debit 
and credit balances at each year-end. 
 
Response: 
 
  

Year Description Amount 
Yr-End 

Balance 

2004 Funding     

  Expenditures     36,304.88  
      
36,304.88  

2005 Funding 
 
(641,578.74)   

  Expenditures   272,457.54     
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(332,816.32) 

2006 Funding 
   
(58,325.34)   

  Expenditures   221,447.95  
   
(169,693.71) 

2007 Funding 
   
(37,970.31)   

  Expenditures   138,278.79  
     
(69,385.23) 

2008 Funding 
   
(18,898.35)   

  Expenditures   112,117.45  
      
23,833.87  



  Essex Powerlines Corporation 
  EB-2009-0143 
  Responses to Board Staff 
  Filed: December 14, 2009 
  Page - 70 - of 71 
 

 - 70 -

 
c) Please confirm that all entries made in accounts 1565 and 1566 are consistent 

with the accounting procedures in Article 220 of the Accounting Procedures 
Handbook and the Board’s FAQs dated December 2005. 
 
Response: 
 
Essex has followed the account procedures in Article 220 to record the entries 
into accounts 1565 & 1566 

 
Smart Meters 
 
38. Ref:  Exhibit 9 / Tab 3 / Sch. 2 / Attachment 1   – Smart Meter Revenue 

Requirement calculation 2010 
 
Please provide Essex’s views, with reasons, as to whether it considers it appropriate to 
update the proposed smart meter revenue requirement calculation based on cost of 
capital parameters, tax rates, and other findings in the Board’s decision on this 
Application.  
 
Response: 
 
If the Board requests these updates be completed, Essex will comply. Essex was 

seeking approval to increase the smart meter adder to provide additional cash flows 
for the smart meter program and therefore does not think any changes to update 
these parameters will not provide or take away significant funds either way.  

 
General 
 
39. Ref:  Responses to Letter of comment 
 
Following publication of the Notice of Application, has Essex received any letters of 
comment?  If so, please confirm whether a reply was sent from Essex to the customer.  
If confirmed, please file that reply with the Board.  If not confirmed, please explain why a 
response was not sent and confirm if Essex intends on responding. If so, please file that 
response with the Board. 
 
Response: 
 
Essex received two letters of comment that included general comments on Essex’s rate 
increase as well as the effect of the implementation of the HST.  Essex is not 
responsible for the HST. The applicant chose to refrain from replying to the letters of 
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comment, in accordance with section 24.04 of the Board’s Rules of Practice and 
Procedure which provides:  
 
24.04 Any party may file a reply to the letter of comment, and shall serve it on the 
person who filed the letter and such other persons as directed by the Board.   


