
 

 

 
 

January 22, 2009 
 
 
Delivered by Courier 
 
Ontario Energy Board 
P.O. Box 2319 
27th Floor 
2300 Yonge Street 
Toronto, ON M4P 1E4 
 
 
 
Attention:  Kirsten Walli 
  Board Secretary 
 
 
Re:  North Bay Hydro Distribution Limited (EB-2009-270) 
  2010 Electricity Distribution Rate (Cost of Service) Application 
  Responses to 1st Round Interrogatories 
 
 
Dear Ms. Walli: 
 
 
Please find attached a complete copy of the School Energy Coalition’s first round 
of interrogatory responses.  This submission should replace the one that was 
filed on January 19, 2010. 
  
The following questions have been updated with responses: 
 
Question # 3  page # 1 
Question # 4  page # 1 
Question # 9  page # 4 
Question # 10  page # 5 
Question # 14 page # 8 
Question # 16 page # 10 
Question # 22 page # 13 
Question # 26  page # 16 
 
 

74 Commerce Crescent Tel.  (705)  474-8100 
P.O. Box 3240  Fax: (705) 495-2756 Administration 
North Bay, Ontario Fax: (705) 474-3138 Engineering/Purchasing 
P1B 8Y5  Fax: (705) 474-8579 Customer Services/Accounting 
   Fax: (705) 474-4634 Operations 



 
In accordance with Procedural Order No. 1, two hard copies of this submission 
will be sent via courier. An electronic copy of the response in PDF format will be 
submitted through the Ontario Energy Board’s Regulatory Electronic Submission 
System.  
 
An electronic copy of the response in PDF format will be forwarded via email to 
the Intervenors as follows: 
 
 
 Energy Probe 

a) David MacIntosh, Energy Probe 
b) Randy Aiken, Aiken & Associates 

 
 
 Donald Rennick 

a) Donald Rennick, Independent Participants  
  
 

School Energy Coalition 
a) John De Vellis, Shibley Righton LLP 
b) Wayne McNally, Ontario Education Services Corporation 

 
 
Vulnerable Energy Consumers Coalition 

a) Michael Buonaguro, Public Interest Advocacy Centre 
b) William Harper, Econalysis Consulting Services Inc. 

     
 
  

These responses are respectfully submitted for the Board’s review and 
consideration. 
 
 
 
 
 
 
Sincerely, 
 
Original signed by 
 
 
 
Cindy Tennant 
Finance Manager 
North Bay Hydro Distribution Limited 
(705) 474-8100 (310) 
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NORTH BAY HYDRO DISTRIBUTION LTD. 
2010 RATE APPLICATION 

EB-2009-0270 
SCHOOL ENERGY COALITION’S INTERROGATORIES (ROUND # 1) 

 
 

1. Please confirm that the Applicant has 37 schools operated by publicly 
funded school boards in its franchise area.  Please advise how many 
schools are in each of the GS<50 and GS>50 classes. 

Response: 

NBHDL confirms there are 33 schools operated by publicly funded 
school boards within the City of North Bay. The breakdown is as 
follows: 

- 16 General Service < 50kW  
- 17 General Service > 50kW 

 
2. North Bay Hydro Generation Ltd.: 

(a) Please advise whether the applicant or its parent company, North 
Bay Hydro Holdings Limited, has any plans to make North Bay 
Hydro Generation Ltd. active again.  The evidence (Ex. 1, pg. 40) 
currently states that it is inactive.   

Response: 

There are no plans by NBHDL or the Holding Company to make 
North Bay Hydro Generation Ltd active at this point. 

(b) If yes, please advise what activities are planned for North Bay 
Hydro Generation Ltd. and whether it will be using any of the 
applicant's assets or employees. 

3. Please provide a summary of what parts of the application do not comply 
with the Minimum Filing Requirements. 

Response: 

To the best of our knowledge, NBHDL met the Minimum Filing 
Requirements with the following exceptions: 

• Board Staff question # 20, part a (in relation to Exhibit 8) 
• SEC question # 4 (in relation to Exhibit 6) 
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4. NBHD projects a revenue deficiency in 2010 of $1.839 million. Please 

provide a table summarising the main drivers of the deficiency.  

Response: 

The following table summarizes the main drivers of the deficiency: 

 

Impact of 2009 & 2010 Capital Additions (1,269,730.98)    
OM&A Labour Increase (224,623.16)       
GEGEA (197,532.80)       
Preventative Maintenance (140,805.43)       
Other Changes (6,378.97)           
Total Revenue Deficiency (1,839,071.34)    

Revenue Deficiency Summary

 

5. Please provide NBHDL's rate-regulated return on equity for the years 
2006 to 2009. 

Response: 

NBHD's rate-regulated return on equity for the years 2006 to 2009 
are shown in the table below. Note 2009 is as submitted in the 
application since 2009 fiscal financial statements are not completed 
at this time. 

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Bridge 

Rate regulated return on equity 2.83% 6.92% 6.40% 6.25%  

6. Ref. Ex. 1, pg. 44: NBHDL's last cost of service application was in 2006. 
Please explain, then, how under-investing in its assets during that period 
would help to keep rates low. 

Response: 

NBHDL’s last cost of service application was based on 2004 
expenditures. NBHDL has a new Management Team and believe 
that past practices relied more on a philosophy of asset harvesting 
versus re-investment. This would result in a smaller rate base and 
consequently lower rates. Also in the past the business did not 
have a preventative maintenance program that would help extend 
asset life. This practice decreases spending (in the short term) and 
therefore creates a lower revenue requirement and lower rates. 
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7. Ref.: Ex. 1, pg. 44:  

(a) Please provide a copy of NBHDL's business plan. 

Response: 

The current Management Team has been with the business less 
than 2 years. Completing this cost of service application is 
prerequisite before a proper business plan can be created. 
Consequently a business plan is not available at this time. 

 

(b) Please provide a copy of any presentation or plan submitted to 
NBHDL's Board of Directors for approval in conjunction with the 
current rate application.  

Response: 

A copy of the 2010 Test year plan as submitted to NBHDL's Board 
of Directors for approval is included as Appendix “A”.  A copy of the 
Board resolution approving the plan is included as Appendix “B”. 

8. Ex. 1, pg. 46:  

(a) Please provide a summary of the deferral account balances used 
for the purposes of setting 2006 rates that were incorrect.   

Response: 

The table below provides a summary of the deferral account 
balances used for the purposes of setting 2006 rates that were 
incorrect, it also reconciles to Table 9-3 Summary of Disallowed 
2004 Balances submitted in the application. 

  

Corrected Corrected Corrected
2006 EDR 2006 EDR 2006 EDR 2006 EDR 2006 EDR 2006 EDR

Account Description Principle Interest Total Principle Interest Total
RSVA - Wholesale Market Service Charge 1580 422,073$         154,080$         576,153$         558,213$         93,752$           651,965$            
RSVA - One-time Wholesale Market Service 1582 212,321$         19,611$           231,932$         209,948$         18,580$           228,528$            
RSVA - Retail Transmission Network Charge 1584 (106,736)$        44,630$           (62,106)$          (22,973)$          2,275$             (20,697)$            
RSVA - Retail Transmission Connection Charge 1586 (269,536)$        27,135$           (242,401)$        (192,467)$        (11,700)$          (204,167)$          
RSVA - Power 1588 49,987$           803,724$         853,711$         2,373,317$      297,741$         2,671,058$         
RSVA - Power  - sub account Global Adjustment 1588 -$                 

Sub-Total 308,109$         1,049,180$      1,357,289$      2,926,038$      400,649$         3,326,687$         
Less recovered  through 2006 EDR rates to December 2008 311,955$         1,078,963$      1,390,918$         
December 2004 Corrected Balances December 2008 Audited Financial StatementsTable 9-3 2,614,083$      (678,314)$       1,935,769$        

Summary of Deferral Account Balances Corrected from 2006 EDR

Account 
Number
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(b) Please explain how and when any corrections were made.     

Response: 

The revised 2007 and the 2008 audited financial statements 
included the required entries to correct the RSVA balances to 
$1,935,769 by December 31, 2008. On September 8, 2009 the 
OEB denied NBHDL’s request for recovery of the $1,935,769 
therefore in September of 2009 NBHDL wrote off the balance. This 
write-off is included in the 2009 forecasted Income statement under 
extraordinary deductions. 

(c) Is NBHD seeking recovery of any of the corrected account 
balances in this application? If so, please specify which accounts. 

Response: 

NBHD is not seeking recovery of any of the corrected account 
balances in this application. Please refer to Exhibit 9, Table 9-3, pg. 
9. 

9. Ex. 2:  

(a) Please complete the following table: 

 2006 2007 2008 2009 2010 

Annual capital 
expenditures 

     

Depreciation      

Annual cap ex as % 
of depreciation 

     

 

Response: 

Completed table as follows: 

2006 2007 2008 2009 2010

Annual Capital Expenditures   4,467,148   1,460,253   3,624,086   8,251,981   7,852,275 

Depreciation   2,283,832   2,315,186   2,322,968   2,595,248   2,901,108 
Annual CapEx as % of dep'n 195.6% 63.1% 156.0% 318.0% 270.7%  
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10. Ex. 1, pg. 50: for each of the major drivers (capital and OM&A) set out on 

the page, please provide the revenue requirement impact for 2010 (for 
capital projects please provide the total capital cost of the project and the 
associated 2010 revenue requirement impact.) 

Response: 

For each of the major cost drivers listed in Exhibit 1, page 50, the 
table below provides the revenue requirement impact for 2010.   

Please note the following comments with regards to the table: 

• With the exception of demand based initiatives, the 
categories include both the 2009 and 2010 forecasted costs. 

 

• Some of the projects identified as “Conversion to 2400V” 
could also be categorized as “Conversion to 22kV”.  For 
example, MS#19 and Pinewood have been identified as 
“Conversion to 2400V”; however these projects facilitate the 
22kV conversion. 
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Reference Item Description Description on Capital Budgets
2009 Project 
Costs

2010 Project 
Costs

Revenue 
Requirement 
Impact

Exhibit # 1 - page 50 - line 13 Conversion of 22kV O'Brien St. -                 145,113        7,755             

Exhibit # 1 - page 50 - line 15 Conversion of 2400 V
VCONV projects, Pinewood Conversion 
& MS#19        5,710,609      4,730,891           849,454 

Exhibit # 1 - page 50 - line 17 Demand based capital

Subdivisions, Road Relocation, Primary 
Services, Secondary Services & 25% of 
Minor Betterments                     -        1,165,401             62,284 

Exhibit # 1 - page 50 - line 18 Transition to AM model Asset Management 186,671         227,392        32,051           

Capital Costs

 

 

Reference Item Description Costs

Revenue 
Requirement 
Impact

Exhibit # 1 - page 50 - line 22 Preventative Maintenance Program 139,000       140,805         
Exhibit # 1 - page 50 - line 23 Training Costs 41,617         42,158           
Exhibit # 1 - page 50 - line 24 GEGEA 195,000       197,533         
Exhibit # 1 - page 50 - line 25 Resources 221,743       224,623         

OM&A Costs
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11. Ref: Exhibit 2: Capital Expenditures 

(a) Please provide a table summarising 2010 and 2011 capital 
expenditures by major project.  Please also include the projected 
in-service date for each project. 

Response: 

A table summarizing 2010 capital expenditures by major project 
can be found in Exhibit 2, p. 37-38, Table 2-14 2010 Capital 
Expenditures – Distribution Assets.  A summary of each major 
project can also be found in Exhibit 2, pages 40-62.  Each summary 
includes the anticipated start and in-service date for the project.  
2011 capital expenditures are based on the AM plan and at this 
time the capital program has not been broken down by major 
project. 

12. Ref.: Exhibit 2:  

(a) The applicant has proposed a number of large capital projects in 
the test year, including two voltage conversion projects. Has the 
applicant incorporated any savings realised as a result of these 
projects into its application? For example, has the line loss forecast 
been updated to take into account the voltage conversion projects? 
If not, why not? 

Response: 

NBHDL has not incorporated any savings realized as a result of the 
proposed voltage conversion projects into its application as NBHDL 
does not operate a model of its distribution system which could be 
utilized to predict changes in losses as a result of system 
modifications. NBHDL operates a dynamic system that is constantly 
changing in terms of loading and losses therefore estimating 
impacts associated with system modifications is speculative. The 
current Management Team has been in place less than 2 years and 
is just beginning to thoroughly consider this issue. 

(b) Please provide the applicant's best estimate as to the impact that 
the voltage conversion projects will have on its distribution line 
losses. 
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Response: 

Due to the lack of required modeling tools NBHDL is unable to 
provide an estimate as to the impact that the voltage conversion 
projects will have on its distribution losses.  (Please refer to Answer 
#12.a) 

(c) Please provide the applicant's best estimate as to the impact that 
the various asset renewal projects will have on its OM&A 
expenditures, for example, as a result of reduced trouble calls or 
other unplanned repair or maintenance work. 

Response: 

At this time NBHDL is unable to estimate the impact that capital 
expenditures have on reduced OM&A expenditures. NBHDL 
believes that the majority of trouble calls and unplanned repair are 
a result of external factors including weather events (especially high 
winds) and vehicle/equipment accidents. Bird and small mammal 
contact are also a cause of trouble calls. 

13. Ex. 2, METSCO Inc. Fixes Asset Management Plan: has NBDH 
conducted the condition assessment survey of its vintage lines, as 
recommended by METSCO? If so, please provide a summary of 
the results.  

Response: 

NBHDL has not conducted the condition assessment survey of its 
vintage lines, as recommended by METSCO at this time. Instead, 
NBHDL is currently investigating a number of alternatives for the 
next steps with regards to Asset Management (AM).  We have 
attended a number of AM conferences and are talking to 
companies that specialize in AM practices, such as Kinectrics, to 
help determine the best route for NBHDL to choose.  We have not 
ruled out the conditional assessment recommended by METSCO 
but are weighing all options before proceeding. 

14. Ex. 4, pg. 23- 2010 vs. 2009 OM&A 

Preamble 

Total OM&A increases in 2010 by $796,892 (16%) in 2010 over 
2009. The variance analysis provided beginning at pg. 23 of the 
exhibit discusses items totalling $640,551, leaving an unexplained 
increase of $156,341. 
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(a) Most of the unexplained increase is in Administrative and General 
Expense, which increase by $363,477 (17%) in 2010 over 2009.  
However, the table on pg. 23 only explains $282,862 of the 
increase. Please provide an explanation for the remaining $80,615 
increase, including what assumptions were made to arrive at the 
total.  

Response: 

In preparing the numerous variance analyses for the cost of service 
application, NBHDL followed filing guidelines regarding materiality 
and established the materiality threshold at $60,000 (based on .5% 
of the distribution revenue requirement).  NBHDL did not provide 
detailed variance explanations on those accounts with variances 
under the threshold as these were deemed immaterial.  The 
amounts questioned in both part a) and b) fell under the threshold 
on an individual basis, however, NBHDL will address these 
amounts below. 

Included in the remaining $80,615 in Administrative and General 
Expenses are increased costs related to the retiree benefit costs of 
NBHDL, additional training costs and increased IT costs related to 
new systems reporting. 

(b) In addition to the unexplained increase in Administrative and 
General Expenses, there remains another $75,726 in other OM&A 
that is not explained. Please provide an explanation for that 
increase as well.  

Response: 

Included in the remaining $75,726 related to other OM&A are costs 
related to LEAP as explained in Board Staff interrogatory # 8 and 
other preventative maintenance costs as explained in VECC 
interrogatory # 16, part c.  Other various costs are those that are 
immaterial in dollar value on an individual basis.   

15. Ref: Ex. 4, pg. 27: what accounts for the large decrease in Other Income 
and Expenses from $804,512 in 2008 to $141,229 in 2010? 
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Response: 

NBHDL believes that the question should have referenced Ex. 3, pg 
3 instead of Ref: Ex. 4, pg. 27 since table 3-1 Summary of 
Operating Revenue references Other Income and Expenses of 
$804,512 in 2008 and $141,229 in 2010. The table below shows 
the detail and variance for the two requested years.   

 

Other Revenue Table 3-1 2010 Test    2008 Actual Variance
Merchandising, Jobbing 6,117           9,242           (3,125)        
Revenues from Non-Utility Operations -              -               -             
Affil iate Administration Fee 39,349         64,572         (25,223)      
Service Transaction Requests
Non-Utili ty Rental Income (122)            (122)             (0)               
Miscellaneous Non-Operating Income 7,134           3,580           3,554         
Interest & Dividend Income - Affil iate Interest -              66,648         (66,648)      
Interest & Dividend Income - Investments 19,221         81,212         (61,991)      
Interest & Dividend Income - Bank Deposit 38,024         348,253       (310,229)    
RSVA Interest 31,506         231,127       (199,621)    

Misc Other Income and Expenses Table 3-1 141,229       804,512       (663,283)    
Late Payment Charges 137,700       132,768       4,932         
Specific Service Charges 320,753       297,555       23,198       
Other Distribution Revenue 183,308     181,918       1,390       

 Total Other  Revenue  Table 3-1 782,990       1,416,753    (633,763)     

 

16. Ex. 4, pg. 2: 

(a) Please provide a summary of what changes were made to the 
definitions and allocations for 2006 Board Approved, 2006 Actual, 
2007 and 2008. 

Response: 

The major change NBHDL made to the allocation of costs to OEB 
account numbers was in relation to the Operations Administration, 
Engineering and Stores departments.  Prior filings had department 
costs attached to various OEB accounts when the full costs of each 
department should be included in one OEB account.  Training costs 
were included in various OEB accounts as opposed to account 
5645. 

(b) Can the amounts listed in Table 4-1 for each year be compared to 
each other? If not, please reproduce the table on a normalized 
basis.  
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Response: 

The amounts listed in Table 4-1 for each year can be compared to 
each other.  2006 through 2008 were re-mapped from original 
submissions in order to be comparable to the 2009 bridge year and 
2010 test year.  

17. Ex. 4, pg. 24: Smart Grid expenditures  

(a) Has a third party been selected for the $40,000 planning work? If 
not, when will one be selected?  How was the $40,000 estimate 
derived? 

Response: 

NBHDL has not selected a third party to complete this work and 
expects to so in the May – June timeframe. Please refer to VECC’s 
Interrogatory 15 (b) for an explanation of how the costs were 
determined.  

(b) Regarding the FIT/MFIT implementation initiatives, the evidence 
states that the work ($45,000) will be outsourced.  Has a provider 
been selected? If not, when will one be selected?  How was the 
$40,000 estimate derived? 

Response: 

NBHDL has not selected a FIT/MFIT service provider and expects 
to have this completed by late March 2010. Please refer to VECC’s 
Interrogatory 15(e) for details on how this cost was determined. 

(c) Has NBHD considered what proportion of the GEGEA-related 
spending will provide benefit to electricity consumers in Ontario as 
a whole and therefore should be allocated to the provincial benefit?  

Response: 

NBHDL has been advised by OEB staff that only CDM costs are to 
be recovered through the Global Adjustment Mechanism. 

(d) With respect to question (c) above, the evidence states at pg. 60 
that the salary for the new employee listed in the CDM department 
is expected to be recovered from the IESO through the provincial 
benefit. Is the expense for this employee therefore in addition to 
any amounts shown in Table 4-1 on page 1? 
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Response: 

NBHDL has not included any expenses for the CDM employee in 
their OM&A expenses (table 4-1) both salary and other expenses 
are expected to be recovered from the IESO through the provincial 
benefit.   

18. Ex. 4: Community Relations 

(a) The evidence discusses $195,000 in GEGEA- and smart-grid-
related expenses that have been booked in the community relations 
account. Please explain the remainder of the expenditures 
($27,000) in that account for 2010.  

Response: 

The remainder of the $27,000 expenditure in the account for 2010 
is made up of $15,000 for LEAP and $12,000 for community 
relations.  

19. Ex. 4, pg. 23: the evidence states that an additional $25,000 ($6,200 per 
substation) was added to the forecast cost of the substation assessments 
"to cover remediation of potential issues arising out of the assessments." 
Please explain what potential issues could arise during the substation 
assessments and how the forecast of $6,200 was derived. 

Response: 

Potential issues that could arise during substation assessments 
include the following: 

• The lack of redundant grounding 
• Loss of copper from theft 
• Fence Issues (i.e. barb wire sagging, fence to ground gaps) 
• Unwanted vegetation growth 
• Replacement of damaged lightning arrestors 
• Damage from snow removal equipment 
• Vandalism 
• Oil Leaks 

 

The basis for the $25,000 (or $6,200 per substation being 
scrutinized this year) was to provide minor funding for timely repairs 
of high risk deficiencies that could potentially compromise public 
safety, staff safety, and reliability. 
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20. Ex. 4, pg. 27: the evidence states that NBHD has included an additional 
$20,000 in 2010 for customer information costs. Please state what 
assumptions were made in arriving at the forecast (i.e. what new initiatives 
are planned, and at what cost).  

Response: 

The breakdown of the $20,000 in costs is as follows: 

 

Spending Media Message 

$4,000 Radio Retailers 

$4,000 Radio Winter Consumption 

$4,000 Radio Equal Billing 

$5,000 Print New rate structures 

$3,000 Web Updates & 
improvements 

 

21. Ex. 4, pg. 42: Training programs 

(a) Training programs increase by a total of $102,212 in 2009 and 
2010 combined. Please provide a breakdown of the projected 
costs.  

Response: 

Please refer to VECC question #16, part d. 

22. Ex. 4: Capitalized overheads 

(a) Please provide the capitalization rate for overheads and labour 
costs from 2006 actual to 2010.  
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Response: 

The labour overhead rates for capitalization for 2006 actual to 2010 
are as follows: 

Overhead Rates - Capital

2006 2007 2008 2009 2010
Total Overhead Dollars in Capital 83,255 59,871 159,431 291,680 298,274

Total Capital Labour 295,376 292,520 509,914 909,623 1,084,596

Overhead Rate 28% 20% 31% 32% 28%

 

(b) Please explain any significant year over year variation. 

Response: 

The 2009 and 2010 overhead rates are decreasing due to the 
increase in both the labour base and the costs of the Operations 
Administration and Engineering departments as show below: 

2009 2010
Engineering Costs 259,286     230,629     
Operations Administration Costs 234,049     280,293     
Total Costs 493,336     510,921     

Labour Base 1,540,478  1,833,879  
% 32% 28%  

(c) Table 4-7 on pg. 24 indicates that OM&A increased in 2009 over 
2008 by $207,623 as a result of capitalized overheads.  This 
implies that less overhead was capitalized in 2009, resulting in 
higher OM&A costs.  However, at pg. 27 of the exhibit (the 2009 vs. 
2008 variance analysis) the evidence states that 2009 Operation 
Supervision and Engineering decreased in 2009 over 2008 by 
$221,757 primarily due to the fact that an increased capital program 
meant that more of those costs were capitalized. The two sections 
of the evidence appear to be inconsistent. Please explain.  

Response: 

The reference on Table 4-7 on pg. 24 indicates that OM&A 
increased in 2009 over 2008 by $207,623 as a result of capitalized 
overheads.  The increase in higher OM&A costs are primarily 
driven by the capitalized overhead costs related to the Stores 
department.  
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As explained in Exhibit 4, page # 18, the costs of the Stores 
department are allocated out to both OM&A and capital based on 
purchases, however, prior to 2009 these costs were allocated out 
based on inventory only.  In 2008 inventory was primarily related to 
capital programs and therefore incurred a large majority of the 
overhead costs.   

The reference at pg. 27 of the exhibit (the 2009 vs. 2008 variance 
analysis) states that 2009 Operation Supervision and Engineering 
decreased in 2009 over 2008 by $221,757.  This reference is in 
relation to labour costs specifically; these are allocated directly to 
capital through timesheets and are not attached to capital through 
overhead rates. 

23. Ex. 4: compensation: over-time 

(a) Please explain the significant increase in over-time projected in 
2010 over 2009 ($216,517 vs. $115,585).   

Response: 

Please refer to VECC #19. 

(b) Please explain, in particular, whether increase in over-time is 
projected as a result of increases to planned preventative 
maintenance work. 

Response: 

Please refer to VECC #19. The increase in overtime projected is 
not a result of the increases to planned preventative maintenance 
work. 

24. Ref. Ex. 5: Cost of Capital 

(a) The Promissory Note issued to the City of North Bay bears interest 
at the rate of 5% per annum and is callable with 12 months notice 
to NBHD. Please advise whether NBHD has received any such 
notice as of the date of the reply to this interrogatory.  

Response: 

NBHDL has not received notice as of the date of the reply to this 
interrogatory. 

(b) If NBHD has not received any notice from the City of any intention 
require repayment, and then the note is not callable for the 2010 



North Bay Hydro Distribution Limited 
2010 EDR Application  

EB-2009-0270 
School Energy Coalition Interrogatories 

Page 16 of 38 
 

 

rate year.  In addition, Note 18 in the applicant's 2008 audited 
financial statements states that "management does not expect that 
this note will be called within the foreseeable future."  Therefore, 
does NBHD agree that the applicable rate for rate making purposes 
is 5%? 

Response: 

NBHDL notes that the current financial climate is very different from 
2008. Also municipal elections will be held in 2010 and there is 
potential for change. During these uncertain times NBHDL feels it 
prudent to view the note as callable at any time and does not agree 
with a change to 5%. 

25. Cost Allocation 

(a) Does NBHD intend on making further movements in the revenue to 
cost ratios of the Streetlighting and Sentinel lighting classes during 
the IRM period? Why or why not? 

Response: 

NBHDL intends on making further movements in the revenue to 
cost ratios during the IRM period with the objective of transitioning 
classes to the minimum cost allocation ranges prescribed by the 
OEB.  

 

26. Ex. 5: Rate Design 

(a) The proposed fixed charge for the GS>50kW rate class is far above 
the Board's maximum amount.  Please explain why NBHD is further 
increasing the charge in 2010? 

Response: 

In the Report of the Board's EB-2007-0667 Application of Cost 
Allocation for Electricity Distributors it states the following under 
section 4.2.2. of the report:  

 
4.2.2 Upper Bound for the Monthly Service Charge 

 
The Methodology set a ceiling for the MSC based on the avoided 
costs plus the allocated customer costs. The Discussion Paper 
proposed that the ceiling for the MSC be 120% of this level.  
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Some participants believed that the results of the sensitivity 
analysis were not an appropriate basis for setting an upper bound. 

 
The Board considers it to be inappropriate to make significant 
changes to the ceiling for the MSC at this time, given the number of 
issues that remain to be examined. The appropriateness of the 
methodologies cited above, used to set the MSC is an issue that 
will be examined within the scope of the Rate Review. The Rate 
Review will also examine the role of rate design in achieving 
various objectives, including conservation of energy. Both of these 
undertakings will have determinative impacts on the fixed/variable 
ratio policy. 
In the interim, the Board does not expect distributors to make 
changes to the MSC that result in a charge that is greater than the 
ceiling as defined in the Methodology for the MSC. Distributors that 
are currently above this value are not required to make changes to 
their current MSC to bring it to or below this level at this time.  
 
Based on the above and specifically the statement in the second 
paragraph in italic suggests to NBHDL that the Board has not yet 
established a ceiling for the MSC.  It would appear to NBHDL that 
the issue of the appropriate ceiling and related issue of the proper 
fixed/variable split is still under review. In addition, considering the 
Board has approved MSC in recent rebased/cost of service rate 
applications that are above the MSC reference above also suggest 
to NBHDL that a ceiling for the MSC has not yet been established. 
As a result, NBHDL does not plan to make adjustments to the MSC 
in this regard until the rate review process has been completed and 
a ceiling is established. 
 

(b) Please re-do the Bill Impact Tables for the GS>50kW rate class 
assuming: 

(i) The fixed charge for the class remains constant at $311.40 
(the 2009 level); and  

(ii) The fixed charge is reduced to the maximum level per the 
Report of the Board on Application of Cost Allocation for 
Electricity Distributors (EB-2007-0667). 

Response: 

Responses are provided on the following pages. 
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Response: 

(b) (i) The bill impact table has been revised for the GS>50 kW assuming the fixed charge for the class 
remains constant at $311.40 (the 2009 level).  Bill impacts are as follows: 

 

Volume RATE     
$

CHARGE
$

Volume RATE       
$

CHARGE
$

Change
$

Change
%

% of Total Bill

Monthly Service Charge 311.40 311.40 0.00 0.00% 7.31%

40,000 kWh Distribution (kWh) 0 0.0000 0.00 0 0.0000 0.00 0.00 0.00% 0.00%

100 kW Distribution (kW) 100 2.1783 217.83 100 2.4147 241.47 23.64 10.85% 5.67%
Smart Meter /  Storm Rider (per 
month) 2.11 1.47 (0.64) (30.33%) 0.03%

LRAM & SSM Rider (kW) 100 0.0000 0.00 100 0.0679 6.79 6.79 100.00% 0.16%

CT comparison at 30,000 kW h Regulatory Assets (kW) 100 0.0000 0.00 100 0.4513 45.13 45.13 0.00% 1.06%

      Sub-Total - Distribution 531.34 606.26 74.92 14.10% 14.24%

RTSR - Network 100 1.9313 193.13 100 1.9607 196.07 2.94 1.52% 4.61%

RTSR - Connection 100 1.6636 166.36 100 1.7084 170.84 4.48 2.69% 4.01%

      Sub-Total - Delivery 890.83 973.16 82.33 9.24% 22.86%

Wholesale Market Rate 41,546 0.0065 270.05 41,546 0.0065 270.05 0.00 0.00% 6.34%

DRC 40,000 0.0070 280.00 40,000 0.0070 280.00 0.00 0.00% 6.58%

Cost of Power Commodity (kWh) 41,546 0.0604 2,508.52 41,921 0.0604 2,531.14 22.62 0.90% 59.46%

      Sub-Total - Other Charges 3,949.40 4,054.35 104.95 2.66% 95.24%

GST 5.00% 197.47 5.00% 202.72 5.25 2.66% 4.76%

        TOTAL BILL 4,146.87 4,257.07 110.20 2.66% 100.00%

IMPACT

Consumption

GENERAL SERVICE > 50 kW
2009 BILL 2010 BILL
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b) (ii) The bill impact table has been revised for the GS>50 kW assuming the fixed charge for the class is 
reduced to the maximum level per the Report of the Board on Application of Cost Allocation for Electricity 
Distributors (EB-2007-0667).  Bill impacts are as follows: 

 

Volume RATE     
$

CHARGE
$

Volume RATE       
$

CHARGE
$

Change
$

Change
%

% of Total Bill

Monthly Service Charge 311.40 91.32 (220.08) (70.67%) 2.20%

40,000 kWh Distribution (kWh) 0 0.0000 0.00 0 0.0000 0.00 0.00 0.00% 0.00%

100 kW Distribution (kW) 100 2.1783 217.83 100 3.6043 360.43 142.60 65.46% 8.68%
Smart Meter /  Storm Rider (per 
month) 2.11 1.47 (0.64) (30.33%) 0.04%

LRAM & SSM Rider (kW) 100 0.0000 0.00 100 0.0679 6.79 6.79 100.00% 0.16%

CT comparison at 30,000 kW h Regulatory Assets (kW) 100 0.0000 0.00 100 0.4513 45.13 45.13 0.00% 1.09%

      Sub-Total - Distribution 531.34 505.14 (26.20) (4.93%) 12.17%

RTSR - Network 100 1.9313 193.13 100 1.9607 196.07 2.94 1.52% 4.72%

RTSR - Connection 100 1.6636 166.36 100 1.7084 170.84 4.48 2.69% 4.12%

      Sub-Total - Delivery 890.83 872.04 (18.79) (2.11%) 21.01%

Wholesale Market Rate 41,546 0.0065 270.05 41,546 0.0065 270.05 0.00 0.00% 6.51%

DRC 40,000 0.0070 280.00 40,000 0.0070 280.00 0.00 0.00% 6.75%

Cost of Power Commodity (kWh) 41,546 0.0604 2,508.52 41,921 0.0604 2,531.14 22.62 0.90% 60.98%

      Sub-Total - Other Charges 3,949.40 3,953.23 3.83 0.10% 95.24%

GST 5.00% 197.47 5.00% 197.66 0.19 0.10% 4.76%

        TOTAL BILL 4,146.87 4,150.89 4.02 0.10% 100.00%

IMPACT

Consumption

GENERAL SERVICE > 50 kW
2009 BILL 2010 BILL
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