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Ontario Energy Board

IN THE MATTER OF the Ontario Energy Board Act,
1998, S.0. 1998, c. 15, Schedule B;

AND IN THE MATTER OF an application by Essex
Powerlines Corporation for an order approving just and
reasonable rates and other charges for electricity
distribution to be effective May 1, 2010.

ESSEX POWERLINES CORPORATION
RESPONSES TO INTERROGATORIES OF
ENERGY PROBE RESEARCH FOUNDATION

(“‘ENERGY PROBE") FILED DECEMBER 14, 2009

Energy Probe IRs of Essex Powerlines 2



Essex Powerlines Corporation
EB-2009-0143

Responses to Energy Probe Interrogatories
Filed: December 14, 2009

Page 3 of 53

Interrogatory # 1

Ref: Exhibit 2 & Exhibit 4

The provincial government has announced plans to mmonize the provincial retail

sales tax (RST) with the goods and services tax (Gfeffective July 1, 2010 to create

harmonized sales tax (HST). Based on the proposetimination of the RST effective
July 1, 2010:

a) Please confirm that Essex Powerlines has not od@any adjustments to the
OM&A forecasts shown in Exhibit 4 to reflect the eimination of the 8%
provincial sales tax.

Response:

Essex included a reduction in OM&A of $4,500 to reflect the elimination of
the 8% provincial sales tax.

b) Please provide the estimated costs of the prowial sales tax included in
the OM&A forecast for 2010.

Response:

See response to a). Since the change is July 1, 2010, we will only incur a
reduction of $4,500 in taxes.

c) Please provide the amount of provincial salesx paid by Essex Powerlines
in each of 2006, 2007, 2008 and 2009 on OM&A expess

Response:

We do not have the raw data to compute the provincial sales tax paid by
Essex Powerlines from 2006 to 2008 for OM&A. For 2009 we are
projecting that about $8,000 of provincial sales tax will be paid by Essex
Powerlines.

d) Is there any reduction in compliance costs thawill result from the
reduction in the administrative burden on Essex Poerlines to comply with
two separate sets of tax rules?

Response:
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No, we believe that the new rules for the new HST will cause a small but
permanent increase in administrative burden due to the switch from PST
to HST.

e) Please confirm that Essex Powerlines has not deany adjustments to the
capital expenditure forecasts shown in Exhibit 2 taeflect the elimination
of the 8% provincial sales tax.

Response:

Essex has not made any adjustments to the Capital Expenditure forecasts
to reflect the elimination of the 8% provincial sales tax. Since Essex
spends a specific dollar amount each year on capital projects, if the cost
to do the current projects listed were reduced due to the elimination of
the 8% provincial sales tax, Essex would simply add projects to the list
to keep capital spending at the amount approved for the year.

f) Please provide the estimated costs of the prawial sales tax included in
the capital expenditures included in rate base for@ast for 2010.

Response:

The estimated amount of provincial sales tax in the 2010 capital
expenditures would be $90,000.

g) Please provide the amount of provincial salesx paid by Essex Powerlines
on capital expenditures included in rate base in &h of 2006, 2007, 2008
and 2009.

Response:

We do not have the raw data to compute the provincial sales tax paid by
Essex Powerlines from 2006 to 2008 for capital expenditures. For 2009
we are projecting that about $90,000 of provincial sales tax will be paid
by Essex Powerlines.

h) If Essex Powerlines is unable to quantify thempact of the removal of the
provincial sales tax, is Essex Powerlines agreealitethe creation of a
deferral account into which the resulting savings wuld be placed and
rebated to customers in the future? If not, why nt?
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Response:

The formal guidelines have not yet been determined and it will require
additional administration to comply with this request, and with the
proliferation of deferral account requests, we respectively do not agree
with setting up a deferral account for any potential HST savings. Also
there will be new costs to comply with the HST legislation that we have
also not included in the rate filing so having a deferral account simply for
the savings would not be reasonable.

Interrogatory # 2
Ref: Exhibit 1, Tab 2, Schedule 3, Attachment 1

Are any of the costs associated with the Board ofii2ctors of Essex Power
Corporation, Essex Power Services or Essex Energyofporation included in the
costs of Essex Powerlines Corporation for recovemprough the revenue
requirement? If yes, please identify and quantifythese costs.

Response:

There are no costs associated with the Board of Directors of Essex Power
Corporation, Essex Power Services or Essex Energy Corporation included in the
costs of Essex Powerlines Corporation for recovery through the revenue
requirement.

Interrogatory # 3

Ref: Exhibit 1, Tab 2, Schedule 3, Attachment 2

a) Please list the officers of the Applicant corporabn indicating who they
report to and their own direct reports with Essex Pwerlines.

Response:
Officers of the Corporation
Richard Dimmel, General Manager

Mark Alzner, Engineering & Asset Manager
Alan Parnell, Manager, Customer Service
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Richard Dimmel reports directly to the Board of Directors of Essex
Powerlines.
Mark Alzner and Alan Parnell report to Richard Dimmel, General Manager.

b) Please update the Essex Powerlines organizatidmdart to include the
officers of the Applicant corporation and their reporting relationships as
part of the organization structure.

Response:

We are unclear on what is being requested - the officers are shown by
position on the organizational chart.

Interrogatory # 4
Ref: Exhibit 1, Tab 2, Schedule 3, Attachment 2
a) For each of the positions shown in red as beiregnployees of EPC, please
indicate how the costs associated with the positicare allocated to EPL
and to other affiliates.
Response:
The costs are associated based on time recorded for the positions based on

time spent working on EPL and other affiliate tasks. The time is coded and
charged to the appropriate company each month.

b) Please provide all the information and data uskto derive the allocations.
Response:

See response to Board Staff IR#15 b).

Interrogatory # 5
Ref: Exhibit 1, Tab 2, Schedule 4, page 2

Please provide a list of all the assets transferrefdtom Essex Power Services into
EPL.
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Response:
Asset Transfer
Acct | Transferred
Description No Amount

Inventory 1330 459,686
Transformers 1850 617,742
Meters 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

Interrogatory # 6

Ref: Exhibit 1, Tab 2, Schedule 4, Attachment 1, pges 32-38

Essex Powerlines Corporation

EB-2009-0143

Responses to Energy Probe Interrogatories
Filed: December 14, 2009

Page 7 of 53

The agreement as amended in 2009 includes a requment for an insurance policy

in an amount of not less than $20 million in respa®f the services performed by

Essex Powerlines.

a) Please provide the cost of this insurance to & Powerlines.

Response:

Energy Probe IRs of Essex Powerlines
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Essex Powerlines cost for insurance in 2009 was $49,495.32. This amount
is for liability insurance for EPL and covers all activities not just
specifically for services provided to EPSC.

b) How much of the cost of this insurance is dirdly recovered from Essex
Power Services? Please explain how the proportioecovered has been
derived.

Response:

The insurance cost is included as an administrative expense for EPL and
would be partially recovered from EPSC via the administrative overhead
included in the charges to EPSC from EPL. The exact amount
recovered from EPSC cannot be determined but we estimate it to be
$1,700.

c) Please explain the drivers associated with trsggnificant reduction in
labour overhead, material, accounts payable and irantory overhead and
trucks and equipment overhead percentages shown #chedule A —
Electrical Services Costs of the 2009 amended agment as compared to
Schedule A in the 2008 agreement.

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 was being over-recovered in
2008 and should 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 the overhead
percentages are adjusted accordingly with changes in costs, capital
spending levels and the amount of third party work.

d) What is the impact on the proposed revenue regrement as a result of the
new overhead percentages in the 2009 agreement?

Response:
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There is no impact on the proposed revenue requirement as the revenues
and the costs are included in accounts 4375 and 4380. This 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.

Interrogatory # 7

Ref: Exhibit 1, Tab 2, Schedule 4, Attachment 1, pge 38 &
Exhibit 2, Tab 2, Schedule 1, page 2

a) Please provide a table that compares the overhe rates shown in Exhibit
2, Tab 2, Schedule 1, page 2 (including administriae) with the figures
shown in Schedule A — Electrical Services Costs thfe 2009 amended
agreement in Attachment 1 of Exhibit 1, Tab 2, Sctaule 4.

Response:
Third Party Burdens and
overheads Capital Burdens and overheads Difference

Mat'|  Labour Equip Mat'l Labour Equip Mat'l Labour Equip

Total Overhead
% 15% 52% 21% 14% 46% 24% -1% -6% 3%

b) Please provide the rationale for the differencen the overhead rates.
Response:

See response to 6 ¢). The impact of the difference based on our estimates
at that time, would be lower revenues from EPS and any other third
party customers of approximately $23,000.

c) If the overhead rates used in Attachment 1 of hibit 1, Tab 2, Schedule 4
were adjusted to match those on page 2 of Exhibit Zab 2, Schedule 1
what would be the impact on the revenue requirementf Essex
Powerlines? Please show all calculations.

Response:
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Using the higher rates from the EPS agreement, we estimate that we
would have capitalized approximately $90,000 more into capital and
subsequently reduced our expenses and our working capital component of our
revenue requirement by $90,000x15%= $13,500.

Interrogatory # 8
Ref: Exhibit 2, Tab 3, Schedule 3, pages 7-9

a) Please confirm that the Ret./Other shown for 2UB, totaling $3,162,914 is
all related to the assets transferred to Essex Povliees from an affiliate. If
this cannot be confirmed, please provide details @ény amounts not
associated with the transfer.

Response:

Essex confirms that the $3,162,914 shown in the Ret./Other all relates
to the assets transferred.

b) Please explain the net reduction to accumulatedkepreciation shown for
meters and transportation equipment. Are these regctions associated
with the assets transferred from the affiliate?

Response:

These net reductions are due to the sale of 2 trucks in the year and the
write off obsolete meter inventory.
Interrogatory # 9

Ref: Exhibit 2, Tab 3, Schedule 3, pages 4-15 &

Exhibit 2, Tab 2, Schedule 3
The evidence at Exhibit 2, Tab 2, Schedule 3 indites that when specifically
identifiable items are retired or otherwise dispose of, their original cost and

accumulated amortization are removed from the accaus.

a) Please identify which accounts include speciéity identifiable items.
Response:

The Distribution Plant assets, Accounts 1805 to 1865 are pooled and we do

not maintain records that would indicate cost and accumulated
amortization specifically identified by asset. General Plant assets,
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Accounts 1905 to 1955, are not pooled and have adequate records to
enable specific identification in most cases.

b) Please explain why no adjustments are shown f@007, 2008, 2009 or 2010
related to the retirement of disposal of specificdy identifiable items. Are
any such assets fully depreciated?

Response:

For accounts 1905 to 1955,there were no disposals shown in 2007. In
2008 we did dispose of 2 trucks which were included in the schedule but
with the assets transferred from EPS, these items are not as noticeable
(transferred $509K disposed of $43K leaving the $466 as stated in the
capital sheet). In 2009 we have not disposed of any assets and we will
probably dispose of some rolling stock in 2010 but didn't include it in the
forecast (as it would be a net affect on assets because they will be fully
depreciated vehicles). The gains or losses on these disposals were
recorded in accounts 4355 and 4360.

Interrogatory # 10

Ref: Exhibit 2, Tab 3, Schedule 3, pages 10-15

The capital additions for 2009 total $3,204,200. 12010 the additions total
$4,191,045.

a) Please indicate when this forecast was prepared

Response:

The forecast for 2009 and 2010 was initially prepared as part of the
budgeting process in earlier years and revised from time to time as
projects, trends, needs materialize and/or the AIS plan is modified.

Essex finalized the 2009 and 2010 values for submission in the third quarter

of 2009.

b) Has Essex Powerlines updated its capital addith forecasts for either 2009
or 2010 since then? If yes, please provide the ugied forecasts in the same
level of detail as shown in the continuity scheduse
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Response:

No, the forecasts have not been updated. There has been some recent
changes in the addition of municipal infrastructure work that is 100%
offset with a capital contribution and therefore does not affect the rate
base.

c) What is the current projection for capital additions in 2009 based on the
most recent year-to-date information available angrojections for the
remaining months in 20097 Please provide this pregtion in the same level
of detail as in the continuity schedule.

Response:

There is no reason to believe that the 2009 forecast will differ significantly
from actual.

Interrogatory # 11
Ref: Exhibit 2, Tab 4, Schedule 1

a) Has Essex Powerlines experienced any slowdowncapital additions
resulting from the economic slowdown? Please elatate.

Response:

Essex has experienced a slowdown in capital additions with the growth
peaking in 2007 and is forecasted to end at approximately $800k in
2009. In 2010, Essex expects to see a significant rebound. One
municipal project to place an entire road underground has just been
added at an estimated cost and capital contribution of $2.2 million.
Some municipal projects scheduled for 2009 have been delayed to 2010
or are on hold because no government funding was received. These
municipal projects on hold could be revived as Municipalities budget for
2010 and Councilors and Municipal Administration make cases for 2010

spending.
Capital Additions at the request of Customers/Developers/Municipalities
2009 (projected) | 2008 2007 2006 2005
$800k $1,750k $2,200k $1,600k $1,400k
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Essex has experience a slowdown in Residential Subdivisions as discussed
in Exhibit 2 Tab 4 Schedule 1 Section 2.4. A consistent electrical service
addition of approximately 300 through 2005, 2006, and 2007 has
dropped to approximately 1/3 of that in 2008 with only 113 expansion
electrical services being added. The 2009 forecast looked promising as
developers progressed with subdivisions design but failed to go to
construction. No subdivisions will go ahead in 2009, just some
preparation by one developer as the Town of LaSalle reconstructed a
road and the developer installed some underground conduit before a
bike path and sidewalk were installed.

Essex has experienced a slowdown in Residential Services as discussed in
Exhibit 2 Tab 4 Schedule 1 Section 2.5. Essex has been requested to
upgrade many services in 2009, as homeowners take on major home
renovations that Essex attributes to the HRTC.

Essex experienced a growth in Commercial Expansion peaking in 2006 and
2007 at approximately $715k, then declining to $510k in 2008, and to
date in 2009 $246k. There are no more scheduled expansions in 2009.

Essex experienced substantial growth in Municipal Relocations after
peaking in 2005 declining and then coming back up in to the same level
in 2007 and 2008 (in the ranges $550k to $650k). 2009 is forecasted to
end at $350k.

b) What is the gross, net and contributed capitahmounts included in the
2009 forecast associated with the large distributegeneration expansion
(page 9)?

Response:

This generator has delayed moving forward until the recent amendments to
the Distribution System Code (DSC). The amendments require this
generator to drop out of the “queue” or move forward. Within the past
month, this generator has requested a Cost Connection Agreement
(CCA). The amounts forecasted in the 2009 forecast were based on the
distribution system code in affect at the time of rate rebasing preparation
and are: $560,000 gross capital additions, $560,000 contributed capital
for a net addition of $0.
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The recent changes to the DSC will require the Contributed Capital to drop
from $560,000 for this project to approximately $40,000. Please also
refer to VECC response question 6c¢).

c) Has/will this large distributed generation expasion be in service by the
end of 2009? If not, when is it now expected to e service?

Response:

This generator will not be in service at the end of the 2009. Their recent
application to receive a CCA, has a projected in service date as August
4, 2010.

d) Does Essex Powerlines have any updated infornna related to the
GEGEA related generation capital contributions? Ifyes, please explain
what impact this would have on the 2009 forecast.

Response:

The updated information as Essex interprets the new Distribution System
Code is that the amounts in Exhibit 2 Tab 4 Schedule 1 Page 10 of 51
under the year 2009 Contributed Capital Account 1995 would be
reduced from $ (794,950) to $ (234,650). Since this reduction only
reflects to the one large generator project in the amount of $560,000,
and this generator will not be in service in 2009, these amounts will be
deferred to 2010.

Additionally, the changes to the DSC will reduce this capital contribution to
approximately $40,000 as discussed in question 11b and VECC
response to question 6c¢.

e) Please confirm that all of the transactions shn in the table on page 39
were conduction at net book value. If this cannabe confirmed, please
provide details on how the values were determined.

Response:

All of the transactions in the table on page 39 were at net book value. Essex
Powerlines affiliate Essex Power Services used the same general
accounting practices as Essex Powerlines.

f) Please provide more details of the affiliate uther recovery allocation of

$58,135 to account 1845 in 2007. Why were thesealdtbnal costs not
expensed?
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Response:

The $58,135 charged to account 1845 was the excess of actual costs
incurred in 2007 by the affiliated service company in the performance of
capital works for Essex. Although the amount could have been charged
to numerous capital accounts Essex chose to capitalize the entire
amount in account 1845. In addition to the $58,135, Essex expensed
$23,328 to maintenance account 5150 under this recovery of costs at
year end in accordance with the master services agreement.

g) The evidence at page 45 indicates that a numbef vehicles are to be
replaced in 20107 Are these vehicles fully depreted? If not, what is
their net book value forecast to be when they aresplaced? What is the
scrap value of these vehicles?

Response:

These vehicles will be fully depreciated. It is unknown at this time what the

scrap value is for these vehicles. Typically the trade-in values are
minimal considering the age and mileage on them.

h) What are the expenditures shown for 2009 and 20 for buildings and
fixtures shown in the table on page 42 related to?

Response:

The expenditures for 2009 are for some miscellaneous items and the

expenditures for 2010 include additional building security and a sub
structure for a pole barn.

i) Does Essex have any updated information on threeed to and costs related
to the new facility discussed at pages 46-477?
Response:

No we do not have any additional information from the Ministry of
Transportation on this item.

j) The potential costs for a new facility are esthated to be in the $4 to $6
million range. Please identify, by account, the agts related to the
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building, land, etc. that would be removed from ragé base if a new facility
were utilized. Please also provide an estimate thfe reduced OM&A costs
associated with the current leasing activities andny other reduction in
costs that result.

Response:

We do not have enough information at this time to answer this question.
The value that we would receive for the current land and building is not
known and therefore we cannot determine if there would be a potential
gain or loss to dispose of the current facility. We do have leased
premises that would be eliminated that would save approximately
$48,000 per year. A complete business case is not yet available.

k) What amount included in the $795,144 shown fasoftware on page 50 is
related to IFRS compliance?

The financial software that will be acquired will be IFRS compliant but the
potential vendors cannot provide an estimate of a cost for this specific
aspect of the financial system. IFRS is not the only reason for acquiring
the new software. The current financial system is lacking in
functionality, no new enhancements are planned and support will be
discontinued in the future.

[) Are any of the costs related to IFRS complianceligible to be included in
the deferral account that the Board indicated it waild establish for
incremental one-time administrative costs relatedd the transition to IFRS
in the EB-2008-0408 Report of the Board on Transitin to International
Financial Reporting Standards dated July 28, 2009f so, please quantify
the amount and provide details on the component ctss

Response:

Since the IFRS component cost is not determinable and it is capital in
nature, there are no IFRS related costs from the new system that should
be entered into the deferral account.

m) If Essex Powerlines is proposing to include IFR related costs in its 2010
revenue requirement rather than in the deferral acount, does it agree that
there should be a variance account established arond the forecast
amount? If not, why not?

Response:
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There is an estimated cost of $200,000 of estimated incremental cost to
transition to IFRS. We had proposed to spread this over the next four
years and have included $50,000 in the rate application to recover this
amount. We would agree to establish a deferral account if directed by the
Board but it would mean that we would not be able to recover any
amounts until 2013. For cash flow purposes, we would suggest that a rate
rider be established.

Interrogatory # 12

Ref: Exhibit 2, Tab 5, Schedule 1, Attachment 1 &
Exhibit 3, Tab 1, Schedule 3, Attachment 1

The power supply expenses shown in Attachment 1 Bikhibit 2, Tab 5, Schedule 1
of $48,056,490 are shown in more detail in Exhibg, Tab 1, Schedule 3, Attachment
1.

a) Does Essex Powerlines propose to update the wioig cash allowance to
reflect any update rates that may be available toaflect transmission —
network, transmission — connection or low voltagel@arge information that
may be available? If not, why not?

Response:

We are not aware of any more recently approved rates from Hydro One.
Therefore, were not proposing to update for changes in rates since the
effect will be included in a variance account for disposition later.

b) Is the $0.06072 rate used to calculate the cagtpower shown in
Attachment 1 of Exhibit 3, Tab 1, Schedule 3 baseah the April 15, 2009
Regulated Price Plan Price Report? If not, what ist based on?

Response:

Yes, Essex used the $0.06072 rate as noted in the Board’s April 2009
Regulated Price Plan Price Report

c) Please update the cost of power component oktlvorking capital
allowance to reflect the October 15, 2009 OEB RPPdRort that has a cost
of power of $.06215 per kWh.

Response:
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When Essex updates the cost of power component of the working
capital allowance to reflect the October 15, 2009 OEB RPP Report of
$0.06215 it increases the cost of power by $886, 429 and the working
capital allowance increases by $132,964.

d) Has Essex Powerlines reflected the different tas applicable to RPP and
non-RPP customers in the cost of power calculation™ not, why not?
Response:

No, Essex used the rate of $0.06072 for both the RPP and non-RPP
customers in the cost of power calculation.

e) Please provide the percentage of the total kWhepresented by the non
RPP kWh based on actuals for 2008 and if availablégr the 2010 forecast.
Response:

Based on the most recent 12 month of data Essex estimates it's non-
RPP customers to make up approximately 34% of total kwhr sales.

f) Please calculate the cost of power and the rédal impact on the working
capital allowance to reflect the RPP and non RPP Wwmes (as provided in
the response to part () above using the RPP prioé $0.06215 per kWh
and a price of $0.05820 per kWh for the non RPP voines (being the sum
of the forecasted average HOEP price of $0.03326rdéNVh and the
forecasted global adjustment of $0.02494 per kWh fdhe RPP year).

Response:

By using the rates provided above the cost of power would increase to
$37,694,923 causing the working capital allowance to increase $8,368
to $8,182,983

g) Are the kWh'’s associated with any market partigpants served by the
distributor included in the kWh’s used to calculatethe cost of power? If
yes, please recalculate the cost of power componeitthe working capital
allowance removing any such volumes.

Response:

Essex does not have any kWh'’s associated with any market participant
included in the kWh’s used to calculate the cost of power.
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h) What rates has Essex Powerlines used to detemmaithe low voltage charge
component of the power supply expenses? Are thetbe current rates?
Response:

Yes, Essex used the current rates to determine the low voltage charge
component.

Interrogatory # 13

Ref: Exhibit 3, Tab 1, Schedule 1, Attachment 1 &
Exhibit 2, Tab 4, Schedule 1, page 6

Please explain why the increase in residential cushers forecast for 2009 and 2010
(128 & 129, respectively) are substantially less #im the number of lots/units shown
in the residential expansion table on page 5 of Exbit 2, Tab 4, Schedule 1. In
particular, please explain the lower residential catomer addition forecast than
lots/units in 2009 and 2010 in comparison to 2008hen there were 113 lots/units,
but an increase of 137 residential customers.

Response:

The number of lots/units shown in Exhibit 2, Tab 4, Schedule 1, page 6 are
primary serviced lots and are not necessarily built on within the year to get a
connected customer. When the houses are built and we actually connect a
secondary service is when they become a customer. There are some
developments that may have lots that may not be sold for several years. In 2008
there were 113 primary serviced lots but 137 customers connected with the
reason that lots installed in a prior year were built on. However, we are still
seeing a downturn in development with 2009 predicted subdivisions not
progressing. See response to VECC IR #6 b also.

Interrogatory # 14

Ref: Exhibit 3, Tab 1, Schedule 1, Attachment 1

Please provide the number of customers/connectiofsr each rate class shown based
on the most recent month of actual data availableof 2009. Please provide the
corresponding number of customers by rate class fahe corresponding month in
2008.

Response:
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Using the most recent month data from November 2009 compared to November
2008, the following data is provided:

11/2009 11/2008
Residential 25,696 25,711
GS<50 1,868 1,866
GS>50 156 148
GS>50 Interval 58 57
Intermediate 1 1
Sentinel Lights 323 322 #lights/connections
Street Lights 7,674 7,583 #lights/connections
Un-Metered Load 148 150

Interrogatory # 15
Ref: Exhibit 3, Tab 1, Schedule 2, Elenchus Reporpage 9

Please provide the most recent year-to-date kW and/Nh's for 2009 associated with
the one customer in the intermediate class (excludy the January to March 2009
consumption shown in footnote 5). Please also pride the corresponding year-to-
date figures for the customer in 2008.

Response:
Intermediate Usage
2008 2009
kwhrs kw kwhrs kw
April - - 4 15
May - - 373 354
June 167,787 | 4,756 1,342 430
July 400,564 | 2,201 600,768 3,117
August 642,911 | 3,972 247,904 2,705
September | 1,595,698 3,599 1,142,987 3,270
October 275,669 | 2,625 125,111 1,551
November
Interrogatory # 16

Ref: Exhibit 3, Tab 1, Schedule 2, Elenchus Reporpage 10
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a) Please provide the annual consumption for thevo of the three points that
is available for 2007 and 2008 and please also prde the normalized
volumes for each of those years.

Response:
The two points for which annual data are available for 2007 and 2008 are West-

Texas (GS>50 kW) and Howard (Intermediate). The table below summarizes
annual consumption, actual and normalized, for 2007 and 2008.

Howard (Int.) West-Texas (GS>50)
Year Actual Normal Actual Normal
2007 37,178,790 36,975,950 2,586,399 2,572,288
2008 34,075,406 33,889,498 2,630,563 2,616,211

b) Please explain the increase in the normal kWhofecast from 9,127,982 to
9.674,620. What is driving this increase of nearlg%?

Response:

See response to Board Staff IR#5b). Hydro One delisted the Robson Road
meter point on May 1, 2009 and the load was added to our system.

b) For the third ED delivery point, please provide theactual and normalized
kWh figure for the most recent 12 month period avdable.

Response:
The third delivery point is Canard-Detroit, as indicated on p. 10 of the Elenchus

Report, the wholesale meter for this delivery point was deregistered in February
2008; therefore, consumption prior to that timeis not available. The most recent
12 months available are December 2008 through to November 2009. The actual
and normalized values are displayed in the table below.

Can-Detroit kWh (Dec'08-Nov'09)
Actual Normal
6,802,191 6,765,079

Interrogatory # 17

Ref: Exhibit 3, Tab 1, Schedule 2, Elenchus Repgrpage 14 &
Exhibit 3, Tab 1, Schedule 1, Attachment 1
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a) Please explain the difference in average custens/connections for the
Sentinel Lighting and Street Lighting figures for 210 as shown in the two
schedules referenced.

c) Please explain the difference in the kWh forecasbf 2010 in the street
lighting class as shown in the two schedules refereed.

Response:

The 2010 forecast data for Lighting classes which appears on page 14
of the Report attached to Exhibit 3/ Tab 1/ Schedule 2 is incorrect. The
correct values appear in Exhibit 3/ Tab 1 / Schedule 1 / Attachment 1.

Interrogatory # 18

Ref: Exhibit 3, Tab 3, Schedule 1, Attachment 1

Please provide the most recent year-to-date figurder 2009 and the corresponding
figures for 2008 for each of the four major Other (perating Revenues sources

shown at the bottom of the table, along with the tal of the four categories.

Response:

APPENDIX 2-D
Other Operating Revenue

Uniform System _ As of As of
of Account # Description November, | November,

2008 2009

4080 Standard Supply Service 155,844 136,779

4082 Retailer Service Agreement 46,831 46.247
4084 gigvl:(;itﬂansactlon 1,309 ca1

4210 Rent from Electric Property 102,324 102,335

4225 Late Payment Charges 138,359 137,940
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4325 E/Ii\r/;rl]:r?ji;:m\]obbing, Etc.

4955 | o tner propery | 393 | 5160

4380 Expenges of Non-Utility

Operations (1,282,831) | (1,823,863)
90 | Operatng income 26515 | 9176
-

Specific Service Charges 176,462 171,033
Late Payment Charges 138,359 137,940
Other Distribution Revenues 306,308 285,892
Other Income and Expenses 313,591 130,539
Total 934,720 725 404
Total without non utility revenues & expenses 721424 648,714

Interrogatory # 19
Ref: Exhibit 3, Tab 3, Schedule 1, Attachment 2

a) Please explain why the margin associated witlevenues (account 4375)
and expenses (account 4380) related to the EPS ®fréight Services are
forecast to drop from more than $58,000 in 2008 tmst over $21,000 in
each of 2009 and 2010.

Response:

In 2008 there was a higher administration overhead included that has
been reduced in 2009 and 2010. See response to 7 c).

b) Please explain why the margin associated witlevenues (account 4375)
and expenses (account 4380) related to the Work f@thers are forecast to
decline from a gain $57,000 in 2008 to a loss of45200 in each of 2009 and
2010.

Response:
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The amounts entered for account 4380 for Work for Others is incorrect.
These amounts should be $222,158 not $263,142 bringing 2009 & 2010
to a $17K gain.

Interrogatory # 20

Ref: Exhibit 3, Tab 3, Schedule 4, Attachment 1

a)

Please explain why no revenues from account £8@nd expenses from
account 4380 have been included in the test yearnenue offsets.

Response:

b)

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.

Is Essex Powerlines aware of any Board Decisismelated to the 2008
and/or 2009 cost of service applications where th&goard has explicitly
excluded the net revenues from accounts 4375 and8®from the
calculation of the revenue offsets? If yes, pleapeovide complete details.
Response:

See response to a) above. . We are not aware of any Board Decisions
where the Board explicitly included the net revenue from non-utility
accounts in the calculation of revenue requirement.

Interrogatory # 21

Ref: Exhibit 4, Tab 1, Schedule 1, page 1

Please confirm that based on the OM&A expenses shavin the table on page 1 of
Exhibit 4, Tab 1, Schedule 1, but excluding the taes other than income taxes, the
2010 total is virtually identical to the actual 206 cost.

Response:

Essex confirms that based on the OM&A expenses shown in the table on page 1
of Exhibit 4, Tab 1, Schedule 1 that if taxes other than income taxes are removed
the difference between the two years is only $996.
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Interrogatory # 22

Ref: Exhibit 4, Tab 1, Schedule 3, page 1

a)

b)

What would be the impact on the 2010 revenue geirement if the labour
increase for management was limited to 2% in 20107
Response:

The 2010 revenue requirement would decrease by $1,335.
What would be the impact on the 2010 revenue geiirement if the labour

increase for management was limited to 2% in both@9 and 2010?
Response:

The 2010 revenue requirement would decrease by $2,664.

Interrogatory # 23

Ref: Exhibit 4, Tab 2, Schedule 1, Attachment 2 & 3

a)

b)

Attachments 1 & 2 do not appear to reconcileFor example, Attachment 2
shows a regulatory expense increase in 2010 of appimately $100,000 but
Attachment 3 does not show any increase in 2010 a¢ive to 2009.
Similarly, an increase of $18,000 in community rekons shown in
Attachment 2 does not appear in Attachment 3. Ples comment.
Response:

The increase in 2010 in regulatory expenses is $100,033 and is due to
the addition of the Regulatory Affairs Manager — this amount is included
in the labour increase column. While the $18,000 increase in community
relations is due to the LEAP program and was not included in
attachment 3 as Essex used a $20K cut off for explaining variances (well
below the materiality threshold of $41,728)

Is the $50,000 related to IFRS shown in Attachemt 3 as a driver in the

increase in 2009 a one-time cost or is this an irease in the ongoing costs
associated with IFRS? Please identify what this sbis related to.

Response:

As per Exhibit 4, Tab 2, Schedule 1, Page 1&2, the following explanation
was given:
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EPLC estimates the project conversion costs to be $200,000 and has
included one quarter of these costs in the 2009 Bridge Year and
forward for 4 years in OEB account 5630.

In the Report of the Board, Transition to International Financial
Reporting Standards (EB-2008-0408) issued on July 28, 2009 (the
“IFRS Report”) the OEB suggested that Distributors who are filing a Cost
of Service Rate Application should forecast ongoing compliance costs
as part of the Application. In the IFRS report, the OEB identified the
requirement for an annual third party supplementary audit assurance.
However, based on the IFRS pending rate regulated exposure draft and
the unknown parameters on which the third party auditor would be
required to audit, a reasonable cost of this added expense cannot be
predicted at this time. Therefore, EPLC has not included the costs of the
supplementary audit in this Application.

Interrogatory # 24

Ref: Exhibit 4, Tab 2, Schedule 1, Attachment 2 &
Exhibit 9, Tab 3, Schedule 2

Essex Powerlines is forecasting that it will insthhearly 16,000 smart meters in
20009.

a) Is Essex Powerlines on schedule to install thearly 16,000 smart meters as
originally forecast in 2009? If not, what is the mmber now expected to be
in service by the end of 20097

Response:

We have installed 14,000 smart meters as of the end of November 2009.
We still expect to meet our target of 16,000 for 2009.

b) Given the significant number of new smart metes forecast to be installed
by the end of 2009, please explain the significaimtcrease in account 5175 —
Maintenance of Meters forecast for 2009 and 2010 laive the actual
expenditures in 2006 through 2008.

Response:
With the completion of the installation of the new smart meters it has been

projected that the cost of operation (5065) will be reduced while the cost of
maintenance (5175) will increase - keeping total costs neutral. In 2009 account
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5175 increases $38K while account 5065 decreases $48K, causing a net change
in meter operations and maintenance in 2010 of a decrease of $10K.

Interrogatory # 25
Ref: Exhibit 4, Tab 2, Schedule 3

a) Does the total cost associated with the 2010stof service application
include costs associated with an oral (technical nterence and/or hearing)
component of the rates application? If yes, pleaggovide the amount by
component that is associated with an oral componemd the application.

Response:

No, the costs provided do not include costs associated with an oral
technical conference or hearing.

d) What are the current year-to-date costs incurred foeach of consulting
costs, legal costs and labour costs related to ratebasing?

Response:

The current costs incurred for the rate rebasing as of November 30,
2009:

Labour — $81,244

Consulting - $47,270

Legal - $12,610

Interrogatory # 26
Ref: Exhibit 4, Tab 2, Schedule 1, Attachment 4

Please explain the significant increase in 2010 foegulatory costs associated with
Staff Resources Allocated to Regulatory Matters. d this increase related to the 2010
rates application and, if so, has it been amortizedver 4 years? |If this increase, or a
portion of it, is related to the addition of a reguatory manager position, please
identify the total cost of this position included m this amount.

Response:
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The increase in 2010 for regulatory costs associated with staff resources
allocated to regulatory matters is due to the proposed hiring of a Regulatory
Manager. The $108K increase is 100% attributed to this hire.

Interrogatory # 27

Ref: Exhibit 4, Tab 2, Schedule 1, Attachment 5 &

EB-2006-0268
In the Comparison of Ontario Electricity Distributo rs Costs (EB-2006-0268) Peer
Groups per PEG Report, Essex Powerlines was includen the Mid-Size Southern
Medium-High Undergrouding peer group. This group had an average OM&A per
customer cost averaged over 2005, 2006 and 200%208. The corresponding Essex

Powerlines figure was $221, or more than 6% abovéé group average.

a) Please confirm that these figures are correctif more recent information is
available using 2008 costs, please provide the difar the group that
includes Essex Powerlines.

Response:

Essex does not know how the PEG report figures were
calculated and therefore cannot comment on whether they are correct.

b) Please explain why the figures for 2006 and 20&hown in Exhibit 4, Tab
2, Schedule 1, Attachment 5 are different, and higdr, than the figures
shown in the PEG Report.

Response:
Essex can not explain the differences between the PEG report and the

figures filed in Exhibit 4, Tab 2, Schedule 1, Attachment 5 as it does not
know what adjustments were made to derive the PEG Report figures.

Interrogatory # 28
Ref: Exhibit 4, Tab 2, Schedule 2

a) Are the any of the forecasted conversion costslated to IFRS of $200,000
eligible to be included in the deferral account thathe Board indicated it
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would establish for incremental one-time administréive costs related to
the transition to IFRS in the EB-008-0408 Report othe Board on
Transition to International Financial Reporting Standards dated July 28,
20097 If so, please quantify the amount and provaldetails on the
component costs. If not, please provide details dhe $200,000 estimated
cost and indicate why some or all of these costs uld not be eligible for
inclusion in the deferral account.

Response:

See response to 11m).

b) If Essex Powerlines is proposing to include angosts in its 2010 revenue
requirement rather than in the deferral account, des it agree that there
should be a variance account established around thHerecast amount? If
not, why not?

Response:

See response to 11m).

c) Will any of the affiliates of Essex Powerlinebenefit from the work being
done for the conversion to IFRS? How many of theffilliate companies,
other than Essex Powerlines will need to transitiomo IFRS? Have any
costs related to the conversion to IFRS been alloeal to the affiliates? If
not, why not?

Response:

We do not believe that the affiliates benefit from the full IFRS conversion.
We believe that the three affiliates will have to transition to IFRS. The
cost reflected in the rate filing is for the regulated company portion only.
Any affiliate company will bear its own costs for the transition. Were it
not for Essex the other affiliates would not have to comply with full IFRS.
Due to IFRS requirements for consolidated financial statements
necessitating the same financial standard, the affiliates are forced to
also adopt full IFRS at this time as well. The requirements for the
affiliates is considerably less since they are service companies rather
than asset based companies and do not have all the dynamics that the
regulated company possesses and the associated IFRS compliance
requirements.
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Interrogatory # 29
Ref: Exhibit 4, Tab 2, Schedule 4

On September 28, 2009 the OEB issued a letter proaming a status update on the
LEAP initiative. As part of that letter the Board indicated that the Minister of
Energy and Infrastructure requested that the Boardnot proceed to implement new

support programs for low-income energy consumers iadvance of a ministerial

direction.

a) Please confirm that there are no other costs ssciated with LEAP, other
than then $25,000 shown on page 3 of the evidence.

Response:
No other costs associated with LEAP are included.

c) In light of the Minister’s letter, does Essex Powdines agree that the $25,000
should be removed from the revenue requirement fo2010? If not, why not?

Response:

How about this: Only $18,002.80 was included in the revenue
requirement for 2010. Essex Powerlines does not agree that it should be
removed from revenue requirement. It is Essex Powerlines’
understanding that LEAP initiatives have merely being delayed. Since
the rates set in this application will form the basis for rates for the next
four years, it would not be reasonable to remove the $18,002.80 cost
without the Board providing another mechanism to recover LEAP costs
for when the program is re-introduced.

Interrogatory # 30
Ref: Exhibit 4, Tab 2, Schedule 5

a) Please provide the total cost associated withd addition of 2 employees to
comply with the effects of the Green Energy and Gen Economy Act.

Response:
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The total cost of the 2 additional employees including labour and benefits is
$181,250.

b) Have the costs associated with these 2 employéegn included in the 2010
revenue requirement or is Essex Powerlines propogirthat these costs be
included in the requested deferral accounts?

Response:

We included the costs associated with these 2 employees in the 2010 revenue
requirement and not in a deferral account. Essex is not proposing the cost of the
2 new positions to the requested deferral accounts as these costs are known.
The deferral accounts requested were for unknown and to be determined system
costs.

Interrogatory # 31

Ref: Exhibit 4, Tab 3, Schedule 1, page 7 &
Exhibit 4, Tab 2, Schedule 1, Attachment 4

Please reconcile the statement in Exhibit 4, Tab Schedule 1, page 7 that the
$250,000 related to the rate rebasing applicationra split over 4 years (2010-2013)
with the apparent inclusion of some rate rebasingasts in 2009 as shown in

Attachment 4 of Exhibit 4, Tab 2, Schedule 1.
Response:

The rebasing costs were included in 2009 in error. They should be removed
from 2009 and included in 2010 — 2013 not 2009 — 2012.

Interrogatory # 32
Ref: Exhibit 4, Tab 4, Schedule 1
a) Why did the management increase of 2.5% for 2@0not also consider the
Statistics Canada report data related to Managemen®ccupations (1.6%)

or Occupations unique to processing, manufacturingnd utilities (-1.6%)?

Response:
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That document also indicates Business, Finance and Adminstrative
Occupations with a 4.9% increase. Manufacturing is not relevant to our
industry as the manufacturing sector is significantly decreasing in
capacity. With the diversity of the 1.6%, 4.9% and the 2.9%, the Board
decided to approve 2.5% as a reasonable increase.

b) The Hay Group and Watson Wyatt reports providedappear to be based
on information from 2008 for 2009. Please updaténese reports to reflect
the 2010 outlook based on current information.

Response:

The Watson Wyatt report for 2010 is not yet available. The Hay report is
below:
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HayGroup’

Compensation planning for 2010

Hay Group releases salary forecasts for 2010

Toronto, Ontario - September 2, 2009. Hay Group's national projections for 2010 Canadian salary adjustments have
decreased substantially from a year ago.

Planned Increases for 2010

The results from a recent Hay Group survey of Canadian employers indicate a national average salary increase of 2.3%
in 2010, which is much lower than the 2009 forecast of 3.7% from last year's survey. This year's 2.3% forecast,
however, is identical to the 2.3% average actual salary change that organizations realized in 2009. The 2010 forecast
and the actual adjustments of 2009 obviously reflect the impact of the recent economic downtum.

Almost 500 Canadian organizations in the public and private sectors provided details of their planned salary
adjustments for 2010. Participants include many of Canada's {eading employers.

"Over the past year, we've continued to experience symptoms of an overall weaker economic outiook, which last year
was partially offset by the buoyancy of the energy sector in Alberta. The 2010 forecasts, however, do not include that
energy sector optimism, and as a result, the forecasts are noticeably lower than those of last year", comments Karl
Aboud, Director of the Hay Group Reward Consulting Practice.

One of the most noticeable observations in this year's survey is that 15% of our respondents are forecasting an actual
salary freeze for 2010, compared with only 2% that forecast a freeze one year ago. In fact, the 2.3% salary forecast
increases to 2.9% without accounting for the zero percent observations.

Another noticeable observation is that while Saskatchewan (at 3.8%) repeats as the province with the highest forecast,
it is Newfoundland (at 3.5%) and Manitoba (at 3.0%) that have replaced Alberta (at 2.6%) as the next highest ranked
provinces. The forecast for Quebec (at 2.5%) is slightly above the national average, while Ontario (at 2.1%) and B.C.
(at 1.9%) are the only provinces with forecasts below the national average of 2.3%.

All provincial forecasts have decreased from a year ago, with the largest drop shown in Alberta (at -2.3 percentage
points) and B.C. (at -1.8% points).

Mining (at 3.7%) is the sector projecting the highest average salary increase followed by Utilities (at 3.2%) and Credit
Unions, Hospitality and Pharmaceutical (all at 3.0%). The three sectors with the lowest projections for 2010 are Media
(at 0.9%), Forestry & Paper (at 1.0%) and Telecommunications (at 1.4%).

Details of the survey results will be released at a series of Hay Group breakfast briefings being held in major cities
across Canada in September.

Hay Group is a global management consuiting firm that works with leaders to transform strategy into reality and to
help people and organizations realize their potential.

Please contact us for further details.

12/4/2009 9:46 AM
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c) With regards to the new position of Manager, Rgulatory Affairs, please
indicate:

i) Has Essex Powerlines failed to meet any regutaly requirements in
the past 2 years? If so, please indicate what theefailures were.

i) Why Essex Powerlines believes it needs to priole input on new
regulatory issues directly, rather than through theElectricity
Distributors Association.

iii) Would the Manager, Regulatory Affairs be theactual position that
collects the data, makes year to year comparisorgoes the load
forecast modeling and ensures the accuracy of theath maintained?

iv) Given that management at Essex Powerlines i®w aware of the
ongoing requirements for proper and accurate datawhy is an annual
expenditure of more than $80,000 required to achievthis?

Response:

)] No we have not failed to meet any regulatory requirements in the
past 2 years.

i) Our interests are not always provided by the EDA since they
represent a diverse group of varying sized utilities.

i) Yes

iv) The Management at Essex has realized over the last couple of
years that this regulatory position has become more of a necessity
due to the increasing demands of the regulator and the industry
changes. There has not been an opportunity before our cost of
service application to seek approval for the additional cost for this
position. The filling of this position will assist in consolidating the
activity which will assist with accuracy and it will reduce the
workload of the Finance department so they can meet the
requirements of IFRS. If this position is not approved then we will
have to hire an alternate position(s) in the finance department to
continue to meet the corporation’s regulatory needs as well as the
ongoing IFRS requirements.

d) With regards to the new position of Distributian Engineer, please:
i) Indicate the proportion of this positions timerelated to GEGEA;
i) Indicate the expected proportion of the costassociated with this
position that would be capitalized as part of GEGEAnvestments.

Response:
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i) The proportion of the distribution Engineer’s time related to the GEGEA
is approximately 85%. See also the OEB staff IR# 14.

i) In Essex’s application none of the time was assumed to be capitalized.
It was all added to Account 5105. At the time of application many of the
OEB and OPA's codes, guidelines, and processes were not determined.
In retrospect, Essex estimates that approximately 40% of the Distribution
Engineer and 20% of the Special Customer Account Manager could be
capitalized as discussed in OEB’s Guidelines: Deemed Conditions of
Licence on Distribution System Planning (G-2009-0087).

Please also reference VECC IR# 6d) and 18c).

e) The Board has initiated a proceeding (EB-20093@9) to determine the
direct benefits related to the connection of a “reawable energy generation
facility” and to recognize that some portion of thecosts of distribution
system investments related to these connections siebbe shared among
the province’s ratepayers. Based on this, pleasedicate:

i) Has Essex Powerlines incorporated any of the pential direct
benefits into the revenue requirement calculationdr 2010 associated
with the connection of renewable energy generatiofior example,
lower distribution system losses, lower transmissiocharges, etc.)?

Response:

The “direct benefits” letter of the EB-2009-0349 proceeding was sent
out by the OEB September 21, 2009 and Essex’s application was
submitted at approximately the same time. Essex has not
incorporated any of the potential direct benefits in its application.

i) How does Essex Powerlines propose to deal withe uncertainty
currently surrounding which costs will be borne byindividual utility
ratepayers as opposed to those costs shared amohg province’s
ratepayers?

Response:

Essex will direct costs associated with items as describe by the OEB’s
Guidelines: Deemed Conditions of Licence on Distribution System
Planning (G-2009-0087) into the deferral accounts. Until the OEB
approves the costs and directs LDC’s on how to recover these
costs they will remain in these deferral accounts. Essex will create
a plan in 2010 as directed by these guidelines.
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i) Would it be appropriate, in the view of EssexPowerlines, to include
any costs associated with the Distribution Engineen a deferral
account and recover any portion of those costs nghared among the
province’s ratepayers once the rules has been estehed? If not,
why not?

Response:

Essex will direct the appropriate charges to the accounts that they
pertain to. Essex estimates that the GEGEA costs to be
approximately 85% of the Distribution Engineer costs and the
remaining 15% the operations and maintenance. Some of the
GEGEA costs will be recoverable from generators as per the
recent modifications the DSC.

f) The evidence states that Essex Powerlines beks that distributors
“should also be equipped to participate and providéeadership as
generators” (page 11). Does Essex Powerlines beédhat any costs
associated with generation should be recovered thugh regulated
distribution rates? If yes, please explain why.

Response:

Essex does not believe that any costs associated with generation should be
recovered through regulated distribution rates. We believe the
generation projects should stand on their own merit and not affect the
regulated customers. The revenues and costs associated should be
recorded in the non-distribution accounts 4375 and 4380 so they do not
affect the revenue requirement.

g) Has Essex Powerlines investigated the possityilbf joining with other
distributors in the area to share the costs assoded with a Distribution
Engineer and/or a Special Customers Accounts Manageather than
hiring these positions by itself? If not, why not?

Response:

Essex does not believe there is sufficient available capacity for these
positions to be able to effectively share with any other LDC in our area.
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Prior attempts with other LDC’s in the area to share costs have not been
accepted.
Interrogatory # 33

Ref: Exhibit 4, Tab 5, Schedule 1, Appendix 2-M, Gart 10 &
Exhibit 3, Tab 3, Schedule 1, Attachment 2

All of the figures shown in Chart 10 of Appendix 2M in Exhibit 4, Tab 5, Schedule

1 match the figures shown in Attachment 2 of Exhilii3, tab 3, Schedule 1 except for
the costs related to other third party services. Rase reconcile the $222,158 shown
in Chart 10 with the $263,142 shown in Attachment.2

Response:

The amounts shown in Chart 10 are the correct figures. The 2010 figure used in
Exhibit 3, Tab 3, Schedule 1, Attachment 2 was not updated and therefore
incorrect.

Interrogatory # 34

Ref: Exhibit 4, Tab 7, Schedule 1, Attachment 1,3ge 3 &
Exhibit 2, Tab 3, Schedule 3

Page 3 of Attachment 1 to Exhibit 4, Tab 7, Schedell shows additions in 2008 of
$2,931,971 plus transferred assets in the amount $4,259,752. However, the figures
shown in Exhibit 2, Tab 3, Schedule 3 for 2008 ai$2,912,675 and $3,262,040,
respectively. Please reconcile these differencasdeexplain why the figures are
different.

Response:

The Fixed Asset Continuity Schedule (Exhibit 2, Tab 3, Schedule 3, Attachment
1) shows the actual additions and accumulated amortization for the individual
accounts, while the Depreciation schedule (Exhibit 4, Tab 7, Schedule 1,
Attachment 1) shows the balances used to calculate the depreciation expense.
The remaining depreciation life was used as the remaining useful life of the
assets transferred into Essex. In order to make the schedule work, the “grossed
up” asset value was used to carry on the proper yearly depreciation values.
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Interrogatory # 35
Ref: Exhibit 4, Tab 7, Schedule 1, page 1 & Attachent 1, page 5

It is stated at lines 7-8 that “In the year of addiion a full year of amortization is
recognized”. However, page 5 of Attachment 1 appesato calculate depreciation
based on the opening balancing less fully deprecet assets plus one half of the
additions in 2010.

Please confirm that Essex Powerlines has used thalhyear rule in the calculation of
the depreciation expense.

Response:

Essex has used the half year rule in the calculation of the depreciation expense.

Interrogatory # 36
Ref: Exhibit 4, Tab 1, Schedule 1, page 1

a) Please provide a breakdown of the Taxes Otherhain Income Taxes line
for 2006 through 2010 into capital taxes, propertyaxes and any other tax
component that may be included in this line.

Response:

The amounts in the years 2006 & 2007 are all capital tax. In 2008, there is
$58,668 of capital tax and $46,052 of property tax. In 2009 and 2010
this amount pertains to capital tax only. Essex over-looked forecasting
the cost of property tax

b) Please provide an explanation for any taxes thare not capital taxes or
property taxes.
Response:
N/A

c) Please provide an explanation for any significa changes in property

taxes.
Response:
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Essex did not own a building prior to 2008 and therefore the increase in
2008 over 2007 of $46K.

Interrogatory # 37
Ref: Exhibit 4, Tab 8, Schedule 3

a) Please explain why there are no tax credits sa@s apprenticeship or
education tax credits in the 2010 calculation for R.S.

Response:

We are not anticipating any apprentices in 2010.

b) Does Essex Powerlines have any apprentices fcast for 2010?
Response:

No

c) If the response to part (b) is yes, please calate the impact on taxes and
on the revenue requirement of including the Appreniceship Training Tax
Credit as modified in the 2009 provincial budget t85% of qualifying
wages to a maximum of $10,000 per position and exiging the eligibility
period from 36 months to 48 months. Please showamumber of positions
eligible for the credit and the amount that can beclaimed for each in 2010.

Response:

N/A

d) Does Essex Powerlines have any positions thatadity for the education tax
credit in 20097

Response:

No, Essex does not have any positions that qualify for the education tax
credit in 2009 or 2010.

e) If the response to part (d) is yes, please providecalculation that reflects

the 2009 provincial budget changes that increaseti¢ credit to 25% of
qualifying wages to a maximum of $3,000. Please stithe number of
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positions eligible for the credit and the amount tlat can be claimed for
each in 2010.
Response:
N/A
Interrogatory # 38

Ref: Exhibit 8, Tab 4, Schedule 3, Attachment 1

a) Please explain why Essex Powerlines has not dske full $15 million for
the exemption in the calculation of the Ontario Capial Tax (page 15 of 16).

Response:
This has been corrected to $15,000,000.

b) Please re-calculate the Ontario Capital Tax usg the full $15 million
exemption.

Response:
The revised Ontario Capital Tax amount would be $19,868.
Interrogatory # 39
Ref: Exhibit 8, Tab 4, Schedule 3, Attachment 1
a) Please explain how Essex Powerlines has derivedombined income tax
rate of 33.73% (page 16). Please include in thig@anation the federal tax
rate used and the provincial tax rate used.

Response:

Please see response to Board Staff IR#18 a) & b).

b) Please provide a copy of sheet Y1 that is refexd to on page 16.
Response:

Sheet Y1 is shown below.
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RateMaker Pits v1.02 © Elenchus Research Associates

Essex Powerlines (ED-2002-0499)
PILs Calculations for 2010 EDR Application (EB-2009-0143) version: v0.1
December 9, 2009

2009 INCOME TAXES 2009 CAPITAL TAXES
Income Range Income Tax Rates SBD
From To Federal | Ontario | Combined | Clawback LCT | OCT
$0 $400,000 1.00% 5.50% 16.50% Exemption $50,000,000 | $15,000,000
$400,000 $500,000 8.00% 5.50% 24.50% Capital Tax Rate 0.225%
$500,000 $1,500,000 9.00% | 14.00% 33.00% Surtax Rate
$1,500,000 19.00%; 14.00% 33.00%
2010 INCOME TAXES 2010 CAPITAL TAXES
Income Range Income Tax Rates SBD
From To Federal | Ontario Combined Clawback LCT OCT
$0 $400,000 11.00%] 5.00% 16.00% E: pti $50,000,000 | $15,000,000
$400,000 $500,000 19.60% 5.00% 24.00% Capital Tax Rate 0.075%
$500,000 $1,500,000 18.00% | 13.00% 31.00% Surtax Rate
$1,500,000 18.00% | 13.00% 31.00%
Printed: 12/9/2009 2:03 PM 10f1
Interrogatory # 40

Ref: Exhibit 8, Tab 4, Schedule 3, Attachment 1, pge 16

a) Based on the following assumptions, please récalate the Income Tax
Payable and the Total PILs Expense:

i) Federal income tax rate is 18.0%;

i) Provincial income tax rate on taxable incomes 13.0% (based on
current rate of 14.0% and rate of 12.0% effective dly 1, 2010); and

iii) Provincial small business tax rate of 5.0% orthe first $500,000 of
taxable income and a 2.125% surtax on taxable incoegnover $500,000
and below $1,500,000.

Response:

See response to Board staff IR# 18b).
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b) Please confirm that the 2009 provincial budgeteduced the small business
tax rate from 5.5% to 4.5% effective July 1, 2010 the first $500,000 of
taxable income and eliminated the 4.25% surtax orakable income over
$500,000, also effective July 1, 2010.

Response:

Essex Powerlines Corporation acknowledges the reduction of the small
business tax rate from 5.5% to 4.5% on the first $500,000 of taxable and
the elimination of the 4.25% surtax on taxable income over $500,000
effective July 1, 2010 that was announced in the 2009 Ontario budget.
The small business rate does not apply to Essex. See response to
Board Staff IR#18 a).

c) Please confirm that the 2010 provincial tax savgs resulting from the
above change is $20,975, the difference between fthowing calculations
on the first $1,395,291 of taxable income:

*  13% x $1,395,291 = $181,388 and

* 5% x $500,000 = $25,000
13% x $895,291 =$116,388
2.125% x $895,291 = $19,025
Total =$160,413

If these calculations cannot be confirmed, pleaseq@vide the calculations
that show the reduction in the provincial income ta and provide the
rationale for the rates and numbers used.

Response:

See response to Board staff IR#18 a).

Interrogatory # 41

Ref: Exhibit 4, Tab 8, Schedule 2, Attachment 2 &
Exhibit 2, Tab 3, Schedule 3

There appear to be problems with how Essex Powerlgs has calculated its CCA in
2008, and possibly in previous years. These prolphs may impact on the CCA
available in the bridge and test years.
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a) Please explain why the total cost of acquisitis shown in the 2008 CCA
schedule of $4,609,721 does not equal the valuela# additions of
$2,912,675 plus Ret./Other of $3,262,040 less traue of land included in
this amount of $191,700 (for a total of $5,983,0185 shown in Exhibit 2,
Tab 3, Schedule 3.

Response:

This question is attempting to reconcile accounting values with income tax
values and there are differences between the two. The following table
outlines that there are a number of inventory items that are classified as
capital for regulatory purposes but are not considered additions to
capital for tax purposes. There is one incorrect value on the continuity
schedule for $55,667 that should be removed. The $459,582 is the
spare materials inventory that is required to be reclassified as capital for
statement presentation purposes and was included with Meters as a
total amount rather than spread across several capital accounts.

Per Continuity Schedule

Additions 2,912,675
Ret/other 3,262,040
less Land transferred (191,700)
Sub total 5,983,015
Additions per 2008 CCA Schedule 4,609,721
Variance 1,373,294

Non CCA items:

transformer inventory transfer 617,742
transformer inventory change in 2008 96,240
meter inventory transfer 226,915
meter inventory change in 2008 (89,957)
Land rights 10,229
Inventory reclassified into meter cap acct 459,582
Book value versus UCC on transferred assets (2,882)
Communication equip. variance between CCA & continuity (242)
Other items:

meter retirement error on continuity schedule 55,667
Variance 1,373,294

b) Please explain how the half year rule figuresh®wn in column 6 of the 2008
CCA schedule have been calculated, as they do ngipeear to reflect one-
half of the additions in the year, or one-half of lhe additions less disposals
in the year.
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Response:

The half year rule does not apply to the assets transferred from EPS to EPL
per tax regulation 1100 (2.2).

c) Please provide copies of the CCA schedules udedPILs purposes for
2007, 2006 and 2005.
Response:

See Exhibit 4, Tab 8, Schedule 2, Attachment 1 for historical pils calculation
included in rates.

d) Please explain why distribution assets have ctimued to be included in
CCA Class 1 rather than CCA Class 47 which is to based for post
February 22, 2005 distribution assets.

Response:

This was a classification error and has been corrected in f) below.

e) Please explain why computer assets appear toibeluded in CCA Class
10, rather than in Class 50 (for computer equipmenacquired after March
18, 2007).

Response:

This was a classification error and has been corrected in f) below

f) Please recalculate the undepreciated capital sbat the end of 2008
assuming that distribution assets acquired after €bruary 22, 2005 were
placed in Class 47 and computer equipment acquiredfter March 18, 2007
was placed in Class 50, and the half year rule wasoperly implemented.
Please include any changes that may be required years prior to 2008 to
correct the placement and calculation of amounts éwing into the 2008
calculation. Please provide all calculations.

Response:

With the exception of the half year rule request as per our response to b),
the adjusted CCA schedule for 2008, 2009 and 2010 is included below:
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ciass |Dsscrinion UCC Balancer ;mb:;:n Less: Disallowadl} 2009 Projected | 2009 Projected| UCC Before 112 12 Year
P 31 Dacl08 Portion FMVIncrement § Additions | Retirements | Yr Adjustment| Reduction

1 Distribution System/Building - post 1967 25,726,752 4,500 25,731,252 2,250
2 Distribution System - pre 1988
8 General Office/Stores Equip 95,9891 15,000 | 110,989 7,500
10 Computer Hardware/ Vehicles 428,473 313,360 741,833 156,680
101 |Certain Automobiles
12 Computer Software 203,181 105,273 308,454 52637
13.1  |Leasehold Improvement # 1
13.2  ILeasehold Improvement # 2
133 |Leasehold Improvement # 3
134 _ |Leasehold Improvement # 4
14 Franchise
17 New Electrical Generating Equipment Acq'd after Feb 27/00

Other Than Bldgs :
431 |Certain Energy-Efficient Electrical Generating Equipment
45 Computers & Systems Software acq'd post Mar 22/04
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04)
47 Distribution System post Feb 22105 8,481,635 2673296 11,154,931 1,336,648
50 Computer Equipment Post March 18, 2007 44,024 44,024
17 Communication equipment 164,464 56,349 220,813 28,175
50 Computer Equipment Post Jan 27 2009 pre Feb 2011 10,164 10,164
[ ItoTAL 35,144,518 3,177,942 38,322,460 1,583,889
! per Schedule 8 of 2008 corporate tax retum
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RateMaker PlLs v102 © Flenchus Research Associatas

Essex Powerlines (ED-2002-0499)

PILs Calculations for 2010 EDR Application (EB-2009-014
December 9, 2009

20090 Ucco | 2010 Projected | 2010 Projected | UCC Before 12 1/2 Year
Class Description Reducsd UGG\ Rete % CCA 3Decit9 | Additions | Retirsments | Yr Adjustment| Reduction
1 Distribution System/Building - post 1987 25,729,002 4.0% 1,029,160 [ 24,702,092 40,000 24,742,092 20,000
2 Distribution System - pre 1988 6.0% )
8 General Office/Stores Equip 103,489 20.0% 20,698 90,291 ) 90,291
10 |Computer Hardware/ Vehicles 585,153 30.0% 175,548 566,287 350816 917,103 175,408
101 [Certain Automobiles 30.0%
12 Computer Software 255,818 100.0% 255,818 52,637 795 144 i 847,781 397,572
131 L hold Impi t#1 25 years
132 |Leasehold Improvement # 2 4 years
133 |Leasehold Improvement # 3
134  |Leasehold Improvement # 4
14 ___ |Franchise 6 years
17 New Electrical Generating Equipment Acq'd after Feb 27/00 8.0%
Th 1

. 30.0%
45 Computers & Systems Software acq'd post Mar 22/04 450%
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) 30.0%
47 |Distribution System post Feb 22/05 9,818,283 8.0% 785,463 10,369,468 2,956,483 13,327,931 1,479,232
50 Computer Equipment Post March 18, 2007 44,024 55.0% 24,213 19811 18,811
17 Communication equipment 192,639 8.0% 15411 205,402 21,468 226,870 10,734
50 Computer Equipment Post Jan 27 2009 pre Feb 2011 10,164 100.0% 10,164
[ TOTAL 36,738,571 2,316,472| 36,005,988 4,165,891 40,171,878 2,082,946

* per Schedule 8-of 2008 corporate tax retum
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o 20100 ucc o

Class |Description Reduced UCC Rate % CCA 31 Dec/10

1 Distribution System/Building - post 1987 24,722 092 4.0% 988,884 23,753,208
2 Distribution System - pre 1988 6.0%

8 General Office/Stores Equip 90,291 20.0% 18,058 72,233
10 Computer Hardware/ Vehicles 741,695 30.0% 222,509 694,595
10.1____|Certain Automobiles . 30.0% | -

12 Computer Software 450,208 100.0% 450,209 397,572
13.1 _ |Leasehold Improvement # 1

13.2 _ |Leasehold Improvement # 2

13.3 _|Leasehold Improvement # 3

134 |Leasehold Improvement # 4

14 Franchise

17 New Electrical Generating Equipment Acq'd after Feb 27/00 8.0%

Other Than Bldgs )

431 _ |Certain Energy-Efficient Electrical Generating Equipment 30.0%
45 Computers & Systems Software acq'd post Mar 22/04 45.0%

46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) 30.0%
47 Distribution System post Feb 22/05 11,848,700 8.0% 947,896 12,380,035
50 Computer Equipment Post March 18, 2007 19,811 55.0% 10,896 8,915
17 Communication equipment 216,136 8.0% 17,291 209,579
50 Computer Equipment Post Jan 27 2009 pre Feb 2011
[ TOTAL 38,088,933 2,655,742 37,516,137

' per Schedule 8 of 2008 corporate tax retum

Interrogatory # 42

Ref: Exhibit 4, Tab 8, Schedule 3, Attachment 1 &

Exhibit 2, Tab 3, Schedule 3

Please provide a mapping for each of 2009 and 20ttat shows the amount by
account number shown in Exhibit 2, Tab 3, Scheduld to the CCA classes shown in
Exhibit 4, Tab 8, Schedule 3, Attachment 1.
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Response:

See response to 41 a).
Interrogatory # 43

Ref: Exhibit 4, Tab 8, Schedule 3, Attachment 1

There appear to be problems with how Essex Powerlas has calculated the CCA for
the 2009 bridge and 2010 test years.

a) Please make the following changes in the calctitan of the CCA for 2009
and 2010 and provide complete CCA schedules for 20@nd 2010 in the
same format as provided in Attachment 1:

i) Distribution assets included in Class 1 includgin Class 47. Please
identify any assets that Essex Powerlines should bhelded to Class 1
rather than to Class 47 in 2009 and 2010.

i) Computer equipment added to Class 52 (100% CCAate and no
application of the half year rule);

Response:

Essex is not aware of Class 52 with a 100% CCA rate and no
application of the half year rule.

iii) Computer software added to CCA Class 12 rather thamvherever it is
current included; and
iv) any other changes that may be identified by EE®x Powerlines as a
result of the responses to Interrogatory # 41 above
Response:
For responses to i),ii),iii) and iv) see response to 41 a) and f).
b) Based on the above changes, please provide sed CCA schedules for
2009 and 2010 using the UCC balances at the end28f08 as currently
shown in Attachment 1.

Response:

See response to 41 f).
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c) Based on the above changes, please provide sedd CCA schedules for
2009 and 2010 using the UCC balances at the end2ff08 as calculated
based on the response to Interrogatory # 40 above.

Response:

See response to 41 f).

Interrogatory # 44
Ref: Exhibit 5, Tab 1, Schedule 2

a) Please provide the current rate for a 20 yeaohn from Infrastructure
Ontario. Please provide a copy of the page on thefrastructure Ontario
website showing the rates available to local distsution companies.

Response:

The current rates as of December 4, 2009 are displayed below. The rates
have changed since our commitment to TD Bank. At the time of the
review of our potential agreement with Infrastructure Ontario the 20 year
rates were 5.19%. The November posting of rates which is also after
our decision was made, was 10 yr 4.03-4.13% and 20 yr 4.91-5.01%.
The rates are also not formally committed until after the debenture
process is complete which occurs after the projects are completed which
could be several months to a year later which results in interest rate risk
for an LDC. Also the short term lending rates are subject to risk of
changing during the construction period. There are other factors that
influence the decision such as administrative costs, security control of
the assets, restrictions on future lending, and legal costs. Our Board
was not comfortable with proceeding with Infrastructure Ontario for
these reasons.
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Infrastructure Ontario: Local Distribution Company Rates Page 1 of 2
[
ZJ’? Ontario SEARCH: | 2

INFRASTRUCTURE

ONTARIO

contact us | site map | frangais

HOME | ABOUT US | NEWS | PROJECTS | LOAN PROGRAM | CAREERS | FAQ | RELATED LINKS

Location: home > loans and services

Loan Program Lending Rates: Local Distribution Companies

Hospices
" . Indicative Lending Rates as of
ousing December 4, 2009** :
Providers E
Local Term Construction Serial Amortizer RESOURCES
Services 1
Boards Month 0.95% - - Loan Payment Calculator
Long-term 5
Care Homes Year " 2.69%  2.79% Five-year, $30 billion strategic
10 investment plan
Municipal Y - 3.77% 3.87%
Corporations ear
15 _ o o ReNew Ontario
Municipalities) Year 4.36%  4.46%
. 20 o
Professional Year - 4.73%  4.83% Five principles guiding all
Arts Training 25 infrastructure projects
. - - 4.96%  5.06%
Universities Year ° ? Building a Better Tomorrow
& Affiliated 30
Colleges Year - 5.09% 5.19%
Serial vs. Amortizer Debentures
WebLoans 35 - o o
Online Year 5.16% 5.26%
Application 40 o o
Year 5.21% 5.31%
Lending Rates
Contact About our Lending Rates
Customer
Relations Our online lending rates are updated frequently as we track
the movement of our cost of borrowing in the capital markets.
Debentures - rates on debentures are fixed for the entire life of
the loan once the debenture is purchased by Infrastructure
Ontario.
Construction Loans - for construction loans, rates float throughout
the term of the loan until they are replaced by a debenture.
Construction loan requests over $75 miilion are subject to funding
availability and interest rates may vary from those posted.
**These interest rates are the ali-in cost for loans of the term and
type selected.
http://www.infrastructureontario.ca/en/loan/rates/sectors/local_distribution_rates.asp 12/4/2009

b) What is the current rate that Essex Powerlinesould obtain from a bank
for a 10 year loan?
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Response:

Please see response to Board Staff IR#21.

c) Why has Essex Powerlines not considered a 1(ayéoan from
Infrastructure Ontario? What is the current Infras tructure Ontario rate
for a 10 year loan?

Response:

Please see response to Board Staff IR#21.

d) Please explain how the rates of 7.05% and 5.94ér the TD Bank/TD
Securities Interest Swaps are determined. Do thesates change over time
and if so, how do they change? Please provide theechanism and/or
calculations used to set the rates of 7.05% and 3%.

Response:

We have Bankers Acceptance’s (BA) from TD Bank that include a
“stamping fee” on top of the BA rate which is a fluctuating short term
rate. The interest rate swap replaces the BA base rate with the longer
term swap rate. Therefore the calculation of the rate for the $3 million
loan is the swap rate of 5.3% + the stamping fee of 1.75% = 7.05% and
the $3.3 million loan is the swap rate of 4.19% + the stamping fee of
1.75% = 5.94%. The stamping fee can fluctuate over time based on the

BA agreement term which can be 1 to 3 years.

d) If applicable, please update the calculationssed to determine the rates for
the TD Bank/TD Securities Interest Swaps based orurent interest rates.

Response:

Please see the answer to d) and response to Board Staff IR #22.

Interrogatory # 45
Ref: Exhibit 7, Tab 2, Schedule 2

Please provide a version of Table 2 that has a tdthill impact of 10% for the GS <
50 kW class and reduces the proposed 2010 EDR ragidown for the rate classes
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that are still above the prescribed range. What ishe resulting revenue to cost ratio
for the GS < 50 kW class, given the 10% total biimpact cap?

Response:

EPL submits that the question is based on an incorrect premise, as none of the
proposed 2010 EDR ratios are above the applicable prescribed range, and
therefore the requested version of Table 2 cannot be provided.

Per Table 4, EPL proposes to move the ratio for the GS < 50 kW class from 0.46
(based on Board-approved 2006 EDR data) to 0.64 in 2010 and to the floor value
of 0.80 in 2011. This transition is consistent with Board findings in other EDR
cases, and limits the total bill impact to 6.7% in 2010.

For information purposes, EPL estimates that for a GS < 50 kW customer with
monthly consumption of 2,000 kWh, a ratio in 2010 of 0.76 would generate a total
bill increase of 10%.

Interrogatory # 46
Ref: Exhibit 9, Tab 1, Schedule 2, Table 1-1

a) What interest rates has Essex Powerlines useal¢alculate interest in 2009
and 20107
Response:

Essex used the published rates as provided on the Ontario Energy
Board’s website.

b) If the interest rates used were different tharthe following, please update
the total claim amounts to reflect the following inerest rates: 2009 Q1
2.45%, 2009 Q2 1.00% and 2009 Q3 through 2010 ApRI0 0.55%.
Response:

N/A

Interrogatory # 47

Ref: Exhibit 9, Tab 1, Schedule 2, Attachment 1 &
Exhibit 9, Tab 2, Schedule 1, Attachment 1
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Please explain, on an individual line by line basjshe difference in the Total Claim
amounts shown on page 5 of Exhibit 9, Tab 1, Schel@2, Attachment 1 and the
amounts shown as the Total Recovery Amount in Exhib9, Tab 2, Schedule 1,
Attachment 1.

Response:
The continuity schedule filed with Essex’ applicatin included errors in the interest

calculations. This schedule will be updated andl&d with the amendments. The
amounts included in Exhibit 9, Tab 2, Schedule 1, #achment 1 are correct.

Interrogatory #48
Ref: Exhibit 9, Tab 3, Schedule 2, page 5

a) Please explain why a CCA rate of 4% has beened, when the CCA Class
47 has a CCA rate of 8%.

b) Please explain why computer equipment has beémcluded in CCA Class
10 with a rate of 30% when for 2007 and 2008 the @popriate CCA rate
was 55% and for 2009 the appropriate rate is 100% ith no half year rule.

c) Please explain why computer software has beeamcluded in CCA Class 10
with a rate of 30% when it should be included in C@ Class 12 with a rate
of 100%.

Response:

See response to VECC IR#31.
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