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NORFOLK POWER DISTRIBUTION INC. (Norfolk) 

RESPONSES TO INTERROGATORIES  

FROM  

BOARD STAFF  

 

1. Responses to Letters of Comment 

Following publication of the Notice of Application, did Norfolk Power receive any letters of 
comment? If so, please confirm whether a reply was sent from Norfolk Power to the author 
of the letter. If confirmed, please file that reply with the Board. If not confirmed, please 
explain why a response was not sent and confirm if Norfolk Power intends to respond. 
 
Response: 
 
Norfolk has not received any letters of comment.   
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2. Conditions of Service 

a) Please identify any rates and charges that are included in Norfolk Power’s Conditions of 
Service, but do not appear on the Board-approved tariff sheet, and provide an explanation 
for the nature of the costs being recovered. 
 
Response: 

The Conditions of Service may reference that other charges/tariffs may be applicable, depending 
on the condition, but Norfolk doesn’t publish any specific rates within the Cost of Service.    
 
 
b) If any rates or charges are identified in part a), please provide a schedule outlining the 
revenues recovered from these rates and charges from 2006 to 2010 and the revenue 
forecast for the 2011 bridge and 2012 test years. 
 
Response: 

Not applicable. 
 
c) If any rates or charges are identified in part a), please explain whether in Norfolk 
Power’s view, these rates and charges should be included on the Norfolk Power tariff sheet. 
 
Response: 

Not applicable. 
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3. Conditions of Service 

 
How does Norfolk Power determine billing demand for General Service customers >50 kW, 
ie, the kW meter reading and/or 90% of the kVa demand? Is the method of billing 
documented in Norfolk Power’s Conditions of Service? 
 
Response: 
 
Norfolk determines billing demand for General Service >50kW customers by applying the 
greater of the kW meter reading or 90% of the kVa demand.  The method is not described in the 
Conditions of Service.  
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4. Revenue Requirement Work Form (RRWF) 

 
The Revenue Requirement Work Form as filed by Norfolk Power with the application does 
not appear to be consistent with the values found in the body of the pre-filed evidence (ie, 
net fixed assets, rate base, etc) Please provide a revised RRWF with the appropriate 
entries. 
 
Response: 

Norfolk has filed a new RRWF with these responses.  In the previous version filed accumulated 
depreciation was input incorrectly resulting in incorrect net fixed assets and rate base.  In 
addition the tax rate was adjusted to reflect the effective tax rate.   
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5. Updated Revenue Requirement and RRWF 
 
Upon completion of responses to all interrogatories, please identify any adjustments to the 
proposed service revenue requirement that Norfolk Power wishes to make relative to the 
original application. In addition, please provide an updated RRWF with any corrections or 
adjustments that Norfolk Power wishes to make to the amounts in the previous version of 
the RRWF in the middle column. 
 
Please include documentation of the corrections and adjustments, such as a reference to an 
interrogatory response or an explanatory note. 
 
Response: 
 
Norfolk has submitted a revised RRWF in response to Board Staff Interrogatory #4 which 
reflects the original rate application.   In the middle column of that RRWF adjustments have 
been made to reflect the following:  
 
1.  Norfolk has reduced the 2012 net book value of assets by $761,000 reflecting a reduced 
forecast for 2011 capital spending of the same amount.  The details of this reduction in capital 
spending are available in Responses to Energy Probe #9 and #10.   
 
2. Norfolk has reduced the 2012 depreciation expense by $17,416 as a result of the reduced 
capital spending in 2011.   
 
3.  Income tax credits have been increased by $10,000 for an additional apprentice tax credit, in 
response to Energy Probe #26.   
 
4.  Income taxes were adjusted as the result to the above changes from $321,258 to $302,537. 
 
5.  Revenue Offsets were adjusted to include the following:   
 

 
 

In total, Service Revenue has been adjusted from the original application amount of $12,686,869 
to $12,597,783.   

Base Revenue Requirement has been reduced from $12,209,580 to $12,114,188. 

Original Offset Revised Offset Increase Related Interrogatory
Rent from Affiliate $9,600 $11,139 $1,539 Schools #17b
MicroFIT Revenue $226 $5,130 $4,904 VECC #19 and Energy Probe #19
Total $9,826 $16,269 $6,443
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6. Ref: Exhibit 1/Tab 3/Sch 2 

At this reference, Norfolk Power indicates that for 2007, 2008, and 2009 it had not adopted 
the half-year rule for depreciation in the year of acquisition in its audited financial 
statements and has made an adjusting entry in 2010. Please provide a depreciation 
continuity table for the years 2007 to 2012 consistent with the tables found at Exhibit 2/Tab 
2/Sch1 pages 1-5 that show the depreciation and net fixed asset values if the half-year 
adjustments referred to  above had not been made and clearly show the impact on 2012 
Rate Base in both CGAAP and IFRS. 
 
Response: 
 
Please note that the continuity schedules provided in Exhibit 2/Tab 2/Schedule 1, Pages 1-2 
(2008 and 2009 Fixed Asset Continuity Schedules) show depreciation as it was actually 
calculated and reported (full year of depreciation on assets acquired in the year). Norfolk has 
provided “revised” tables for 2010, 2011 & 2012 under CGAAP, and for 2011 & 2012 under 
MIFRS as requested 
 
. 

 

BOARD STAFF - IR6

Year Revised 2010 - No Half Year Rule

Accumulated Depreciation - REVISED
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions

Disposals / 
Adjustments

Closing 
Balance

Opening 
Balance Additions

Disposals / 
Adjustments

Closing 
Balance Net Book Value

N/A 1805 Land N/A 391,259$         -$              391,259$        -$                -$               -$                 391,259$          
1806 Land Rights 302,784$         -$              302,784$        -$                -$               -$                 302,784$          

47 1808 Buildings 2.00% 1,615,717$       4,361$          1,620,078$     149,866-$         32,402-$         182,267-$          1,437,811$       
13 1810 Leasehold Improvements N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1815 Transformer Station Equipment >50 kV 2.00% 3,215,596$       5,696,787$    8,912,383$     377,926-$         222,846-$        600,773-$          8,311,611$       
47 1820 Distribution Station Equipment <50 kV 3.30% 4,120,928$       33,675$         1,386,755-$      2,767,848$     1,691,662-$      87,864-$         1,386,755$        392,772-$          2,375,076$       
47 1825 Storage Battery Equipment N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1830 Poles, Towers & Fixtures 4.00% 25,698,012$     846,036$       5,686,690-$      20,857,358$   12,098,600-$     865,199-$        5,686,690$        7,277,109-$        13,580,249$     
47 1835 Overhead Conductors & Devices 4.00% 13,715,614$     751,468$       2,750,300-$      11,716,783$   5,405,305-$      468,671-$        2,750,300$        3,123,676-$        8,593,107$       
47 1840 Underground Conduit 4.00% 3,845,066$       160,329$       4,005,396$     1,373,797-$      142,824-$        1,516,620-$        2,488,775$       
47 1845 Underground Conductors & Devices 4.00% 7,636,026$       255,331$       1,204,925-$      6,686,432$     2,729,642-$      267,457-$        1,204,925$        1,792,174-$        4,894,258$       
47 1850 Line Transformers 4.00% 11,237,917$     744,525$       11,982,442$   6,212,344-$      557,155-$        6,769,499-$        5,212,942$       
47 1855 Services (Overhead & Underground) 4.00% 2,507,308$       271,077$       2,778,385$     432,561-$         111,135-$        543,696-$          2,234,689$       
47 1860 Meters 4.00% 4,025,165$       131,968$       4,157,133$     2,229,621-$      158,335-$        2,387,956-$        1,769,176$       
47 1860 Meters (Smart Meters) N/A -$                -$              -$               -$                -$               -$                 -$                 

N/A 1905 Land N/A 243,636$         -$              243,636$        -$                -$               -$                 243,636$          
CEC 1906 Land Rights N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1908 Buildings & Fixtures 2.00% 2,215,638$       91,650$         2,307,288$     810,205-$         34,132-$         844,337-$          1,462,951$       
13 1910 Leasehold Improvements 10.00% 6,177$             -$              6,177$           3,223-$             640-$              3,863-$              2,314$             
8 1915 Office Furniture & Equipment (10 years) 10.00% 411,687$         5,958$          264,715-$         152,930$        345,971-$         15,326-$         264,715$           96,582-$            56,348$            
8 1915 Office Furniture & Equipment (5 years) N/A -$                -$              -$               -$                -$               -$                 -$                 
10 1920 Computer Equipment - Hardware 20.00% 1,280,299$       44,046$         609,419-$         714,926$        1,089,266-$      107,699-$        609,419$           587,546-$          127,380$          
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                -$              -$               -$                -$               -$                 -$                 

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                -$              -$               -$                -$               -$                 -$                 
12 1925 Computer Software 20.00% 406,997$         35,884$         147,109-$         295,773$        284,676-$         48,160-$         147,109$           185,728-$          110,045$          
12 1925 Computer Software (Smart Meters) 20.00% -$                -$              -$               -$                -$               -$                 -$                 
10 1930 Transportation Equipment 10% to 25% 2,122,603$       75,784$         659,750-$         1,538,637$     1,510,404-$      170,213-$        659,750$           1,020,867-$        517,770$          
8 1935 Stores Equipment 10.00% 120,335$         358$             81,132-$           39,562$          102,515-$         3,956-$           81,132$             25,339-$            14,223$            
8 1940 Tools, Shop & Garage Equipment 10.00% 727,933$         6,946$          417,155-$         317,724$        573,406-$         31,772-$         417,155$           188,023-$          129,701$          
8 1945 Measurement & Testing Equipment 10.00% 178,973$         1,895$          180,868$        93,994-$           18,087-$         112,081-$          68,788$            
8 1950 Power Operated Equipment N/A -$                -$              -$               -$                -$               -$                 -$                 
8 1955 Communications Equipment 10.00% 106,906$         1,021$          107,927$        47,912-$           10,793-$         58,705-$            49,222$            
8 1955 Communication Equipment (Smart Meters) N/A -$                -$              -$               -$                -$               -$                 -$                 
8 1960 Miscellaneous Equipment 10.00% 412,334$         15,885$         428,220$        100,640-$         42,822-$         143,462-$          284,758$          
47 1975 Load Management Controls Utility Premises N/A 16,565$           -$              16,565-$           -$               16,565-$           -$               16,565$             -$                 -$                 
47 1980 System Supervisor Equipment 6.70% 613,956$         540,685$       1,154,641$     266,709-$         76,976-$         343,685-$          810,956$          

45.1 1980 System Supervisor Equipment - Hardware 20.00% 12,653$           9,479$          22,132$          4,522-$             4,426-$           8,948-$              13,184$            
47 1985 Miscellaneous Fixed Assets N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1995 Contributions & Grants 4.00% 7,654,021-$       819,501-$       8,473,522-$     1,638,433$      338,941$        1,977,374$        6,496,148-$       
8 2005 Property Under Capital Lease 10.00% 10,039$           -$              10,039$          5,019-$             1,004-$           6,023-$              4,015$             

N/A 2055 Work In Progress N/A 5,472,038$       5,472,038-$    -$               -$                -$               -$                 -$                 
Total 85,016,144$     3,433,607$    13,224,513-$     75,225,237$   36,317,916-$     3,140,953-$     13,224,513$      26,234,356-$      48,990,881$     

Less: Fully Allocated Depreciation
10 Transportation Transportation 170,213-$           
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 33,682-$             

12/45 Computer Hardware & Software Computer HW & SW 155,859-$           

Net Depreciation to Inc. Stmt 2,781,199-$        

REVISED TABLE 2.4
Fixed Asset Continuity Schedule

Cost
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BOARD STAFF - IR6

Year Revised 2011 Bridge - No Half Year GAAP

Accumulated Depreciation - REVISED
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions Disposals

Closing 
Balance

Opening 
Balance Additions Disposals Closing Balance Net Book Value

N/A 1805 Land N/A 391,259$         -$              391,259$        -$                -$               -$                       391,259$                
1806 Land Rights 302,784$         1,000$          303,784$        -$                -$               -$                       303,784$                

47 1808 Buildings 2.00% 1,620,078$       -$              1,620,078$     182,267-$         32,402-$         214,669-$                1,405,409$             
13 1810 Leasehold Improvements N/A -$                -$              -$               -$                -$               -$                       -$                       
47 1815 Transformer Station Equipment >50 kV 2.00% 8,912,383$       -$              8,912,383$     600,773-$         222,846-$        823,619-$                8,088,764$             
47 1820 Distribution Station Equipment <50 kV 3.30% 2,767,848$       75,000$         2,842,848$     392,772-$         90,364-$         483,136-$                2,359,712$             
47 1825 Storage Battery Equipment N/A -$                -$              -$               -$                -$               -$                       -$                       
47 1830 Poles, Towers & Fixtures 4.00% 20,857,358$     1,196,375$    22,053,733$   7,277,109-$      913,054-$        8,190,163-$             13,863,570$           
47 1835 Overhead Conductors & Devices 4.00% 11,716,783$     849,912$       12,566,695$   3,123,676-$      502,668-$        3,626,344-$             8,940,351$             
47 1840 Underground Conduit 4.00% 4,005,396$       220,000$       4,225,396$     1,516,620-$      151,624-$        1,668,244-$             2,557,152$             
47 1845 Underground Conductors & Devices 4.00% 6,686,432$       388,000$       7,074,432$     1,792,174-$      282,977-$        2,075,151-$             4,999,281$             
47 1850 Line Transformers 4.00% 11,982,442$     902,945$       12,885,387$   6,769,499-$      370,322-$        7,139,822-$             5,745,565$             
47 1855 Services (Overhead & Underground) 4.00% 2,778,385$       268,108$       3,046,493$     543,696-$         121,860-$        665,556-$                2,380,937$             
47 1860 Meters 4.00% 4,157,133$       72,000$         4,229,133$     2,387,956-$      161,215-$        2,549,171-$             1,679,962$             
47 1860 Meters (Smart Meters) N/A -$                -$              -$               -$                -$               -$                       -$                       

N/A 1905 Land N/A 243,636$         -$              243,636$        -$                -$               -$                       243,636$                
CEC 1906 Land Rights N/A -$                -$              -$               -$                -$               -$                       -$                       
47 1908 Buildings & Fixtures 2.00% 2,307,288$       10,000$         2,317,288$     844,337-$         34,332-$         878,669-$                1,438,618$             
13 1910 Leasehold Improvements 10.00% 6,177$             -$              6,177$           3,863-$             640-$              4,503-$                    1,674$                   
8 1915 Office Furniture & Equipment (10 years) 10.00% 152,930$         15,000$         167,930$        96,582-$           15,267-$         111,849-$                56,080$                 
8 1915 Office Furniture & Equipment (5 years) N/A -$                -$              -$               -$                -$               -$                       -$                       
10 1920 Computer Equipment - Hardware 20.00% 714,926$         30,000$         744,926$        587,546-$         69,552-$         657,098-$                87,828$                 
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                -$              -$               -$                -$               -$                       -$                       

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                -$              -$               -$                -$               -$                       -$                       
12 1925 Computer Software 20.00% 295,773$         27,000$         322,773$        185,728-$         41,847-$         227,575-$                95,198$                 
12 1925 Computer Software (Smart Meters) 20.00% -$                -$              -$               -$                -$               -$                       -$                       
10 1930 Transportation Equipment 10% to 25% 1,538,637$       440,000$       1,978,637$     1,020,867-$      234,533-$        1,255,400-$             723,237$                
8 1935 Stores Equipment 10.00% 39,562$           1,000$          40,562$          25,339-$           4,056-$           29,396-$                  11,166$                 
8 1940 Tools, Shop & Garage Equipment 10.00% 317,724$         23,000$         340,724$        188,023-$         33,167-$         221,190-$                119,534$                
8 1945 Measurement & Testing Equipment 10.00% 180,868$         6,000$          186,868$        112,081-$         18,687-$         130,767-$                56,101$                 
8 1950 Power Operated Equipment N/A -$                -$              -$               -$                -$               -$                       -$                       
8 1955 Communications Equipment 10.00% 107,927$         8,000$          115,927$        58,705-$           11,593-$         70,298-$                  45,629$                 
8 1955 Communication Equipment (Smart Meters) N/A -$                -$              -$               -$                -$               -$                       -$                       
8 1960 Miscellaneous Equipment 10.00% 428,220$         5,000$          433,220$        143,462-$         43,322-$         186,784-$                246,436$                
47 1975 Load Management Controls Utility Premises N/A -$                -$              -$               -$                -$               -$                       -$                       
47 1980 System Supervisor Equipment 6.70% 1,154,641$       245,000$       1,399,641$     343,685-$         93,309-$         436,995-$                962,646$                

45.1 1980 System Supervisor Equipment - Hardware 20.00% 22,132$           22,132$          8,948-$             4,426-$           13,374-$                  8,757$                   
47 1985 Miscellaneous Fixed Assets N/A -$                -$              -$               -$                -$               -$                       -$                       
47 1995 Contributions & Grants 4.00% 8,473,522-$       861,340-$       9,334,862-$     1,977,374$      373,394$        2,350,769$             6,984,093-$             
8 2005 Property Under Capital Lease 10.00% 10,039$           -$              10,039$          6,023-$             1,004-$           7,027-$                    3,012$                   

N/A 2055 Work In Progress N/A -$                -$              -$               -$                -$               -$                       -$                       
Total 75,225,237$     3,922,000$    -$            79,147,237$   26,234,356-$     3,081,673-$     -$               29,316,029-$            49,831,208$           

Less: Fully Allocated Depreciation
10 Transportation Transportation 234,533-$        
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 35,177-$          

12/45 Computer Hardware & Software Computer HW & SW 111,400-$        
Net Depreciation to Inc. Stmt 2,700,564-$     

REVISED TABLE 2.5
Fixed Asset Continuity Schedule

Cost
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BOARD STAFF - IR6

Year Revised 2012 Test - Full Year Up to 2012 GAAP

Accumulated Depreciation
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions Disposals Closing Balance

Opening 
Balance Additions Disposals

Closing 
Balance Net Book Value

N/A 1805 Land N/A 391,259$         -$              391,259$           -$                -$               -$                 391,259$          
CEC 1806 Land Rights N/A 303,784$         -$              303,784$           -$                -$               -$                 303,784$          
47 1808 Buildings 2.00% 1,620,078$       -$              1,620,078$        214,669-$         32,402-$         247,071-$          1,373,007$       
13 1810 Leasehold Improvements N/A -$                -$              -$                  -$                -$               -$                 -$                 
47 1815 Transformer Station Equipment >50 kV 2.00% 8,912,383$       -$              8,912,383$        823,619-$         222,846-$        1,046,465-$       7,865,918$       
47 1820 Distribution Station Equipment <50 kV 3.30% 2,842,848$       275,000$       3,117,848$        483,136-$         94,948-$         578,084-$          2,539,764$       
47 1825 Storage Battery Equipment N/A -$                -$              -$                  -$                -$               -$                 -$                 
47 1830 Poles, Towers & Fixtures 4.00% 22,053,733$     1,463,000$    23,516,733$       8,190,163-$      942,314-$        9,132,477-$       14,384,256$     
47 1835 Overhead Conductors & Devices 4.00% 12,566,695$     925,000$       13,491,695$       3,626,344-$      521,168-$        4,147,512-$       9,344,183$       
47 1840 Underground Conduit 4.00% 4,225,396$       100,000$       4,325,396$        1,668,244-$      153,624-$        1,821,868-$       2,503,528$       
47 1845 Underground Conductors & Devices 4.00% 7,074,432$       203,000$       7,277,432$        2,075,151-$      287,037-$        2,362,188-$       4,915,244$       
47 1850 Line Transformers 4.00% 12,885,387$     952,000$       13,837,387$       7,139,822-$      317,405-$        7,457,227-$       6,380,160$       
47 1855 Services (Overhead & Underground) 4.00% 3,046,493$       375,000$       3,421,493$        665,556-$         129,360-$        794,916-$          2,626,577$       
47 1860 Meters 4.00% 2,096,524$       348,000$       2,444,524$        1,330,726-$      92,542-$         1,423,268-$       1,021,255$       
47 1860 Meters (Smart Meters) 6.67% 3,214,012$       -$              3,214,012$        586,005-$         214,267-$        800,272-$          2,413,740$       

N/A 1905 Land N/A 243,636$         -$              243,636$           -$                -$               -$                 243,636$          
CEC 1906 Land Rights N/A -$                -$              -$                  -$                -$               -$                 -$                 
47 1908 Buildings & Fixtures 2.00% 2,317,288$       -$              2,317,288$        878,669-$         34,332-$         913,001-$          1,404,286$       
13 1910 Leasehold Improvements 10.00% 6,177$             -$              6,177$               4,503-$             640-$              5,143-$             1,034$             
8 1915 Office Furniture & Equipment (10 years) 10.00% 167,930$         15,500$         183,430$           111,849-$         13,490-$         125,339-$          58,090$            
8 1915 Office Furniture & Equipment (5 years) N/A -$                -$              -$                  -$                -$               -$                 -$                 
10 1920 Computer Equipment - Hardware 20.00% 744,926$         40,000$         784,926$           657,098-$         66,567-$         723,666-$          61,260$            
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                -$              -$                  -$                -$               -$                 -$                 

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                -$              -$                  -$                -$               -$                 -$                 
12 1925 Computer Software 20.00% 322,773$         142,500$       465,273$           227,575-$         50,503-$         278,078-$          187,195$          
12 1925 Computer Software (Smart Meters) 20.00% 406,373$         406,373$           170,523-$         81,275-$         251,798-$          154,575$          
10 1930 Transportation Equipment 10% to 25% 1,978,637$       40,000$         2,018,637$        1,255,400-$      202,476-$        1,457,876-$       560,761$          
8 1935 Stores Equipment 10.00% 40,562$           1,000$          41,562$             29,396-$           3,223-$           32,619-$           8,943$             
8 1940 Tools, Shop & Garage Equipment 10.00% 340,724$         20,000$         360,724$           221,190-$         29,707-$         250,897-$          109,827$          
8 1945 Measurement & Testing Equipment 10.00% 186,868$         2,000$          188,868$           130,767-$         13,871-$         144,638-$          44,230$            
8 1950 Power Operated Equipment N/A -$                -$              -$                  -$                -$               -$                 -$                 
8 1955 Communications Equipment 10.00% 115,927$         53,000$         168,927$           70,298-$           12,197-$         82,495-$           86,432$            
8 1955 Communication Equipment (Smart Meters) N/A -$                -$              -$                  -$                -$               -$                 -$                 
8 1960 Miscellaneous Equipment 10.00% 433,220$         5,000$          438,220$           186,784-$         43,572-$         230,356-$          207,864$          
47 1975 Load Management Controls Utility Premises N/A -$                -$              -$                  -$                -$               -$                 -$                 
47 1980 System Supervisor Equipment 6.70% 1,399,641$       100,000$       1,499,641$        436,995-$         96,643-$         533,638-$          966,003$          

45.1 1980 System Supervisor Equipment - Hardware 20.00% 22,132$           -$              22,132$             13,374-$           4,426-$           17,800-$           4,331$             
47 1985 Miscellaneous Fixed Assets N/A -$                -$              -$                  -$                -$               -$                 -$                 
47 1995 Contributions & Grants 4.00% 9,334,862-$       652,000-$       9,986,862-$        2,350,769$      386,434$        2,737,203$       7,249,659-$       
8 2005 Property Under Capital Lease 10.00% 10,039$           -$              10,039$             7,027-$             1,004-$           8,031-$             2,008$             

N/A 2055 Work In Progress N/A -$                -$              -$                  -$                -$               -$                 -$                 
Total 80,635,013$     4,408,000$    -$            85,043,013$       28,854,112-$     3,275,406-$     -$              32,129,519-$     52,913,495$     

Less: Fully Allocated Depreciation
10 Transportation Transportation 202,476-$       
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 30,884-$        

12/45 Computer Hardware & Software Computer HW & SW 117,070-$       
Net Depreciation to Inc. Stmt 2,924,976-$    

REVISED TABLE 2.6
Fixed Asset Continuity Schedule

Cost
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BOARD STAFF - IR6

Year 2011 Bridge - No Half-Yr Rule IFRS

Accumulated Depreciation

CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions Disposals

Closing 
Balance

Opening 
Balance Additions Disposals

Closing 
Balance

Net Book 
Value

N/A 1805 Land N/A 391,259$          -$                   391,259$          -$                -$                 -$                 391,259$          
1806 Land Rights N/A 302,784$          1,000$               303,784$          -$                -$                 -$                 303,784$          

47 1808 Buildings 2.00% 1,437,811$       -$                   1,437,811$       -$                33,076-$           33,076-$           1,404,735$       
13 1810 Leasehold Improvements N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
47 1815 Transformer Station Equipment >50 kV 2.5% to 5% 8,311,611$       -$                   8,311,611$       -$                230,363-$          230,363-$          8,081,248$       
47 1820 Distribution Station Equipment <50 kV 5.00% 2,375,076$       65,131$             2,440,207$       -$                159,301-$          159,301-$          2,280,906$       
47 1825 Storage Battery Equipment N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
47 1830 Poles, Towers & Fixtures 2.20% 13,580,249$     1,038,945$         14,619,194$     -$                404,922-$          404,922-$          14,214,272$     
47 1835 Overhead Conductors & Devices 1.6% to 2.5% 8,593,107$       738,072$            9,331,179$       -$                197,291-$          197,291-$          9,133,888$       
47 1840 Underground Conduit 2.00% 2,488,775$       191,050$            2,679,825$       -$                61,811-$           61,811-$           2,618,015$       
47 1845 Underground Conductors & Devices 3.33% 4,894,258$       336,943$            5,231,201$       -$                223,708-$          223,708-$          5,007,493$       
47 1850 Line Transformers 2.5% to 2.8% 5,212,942$       784,127$            5,997,069$       -$                182,895-$          182,895-$          5,814,175$       
47 1855 Services (Overhead & Underground) 2.50% 2,234,689$       232,828$            2,467,517$       -$                69,245-$           69,245-$           2,398,272$       
47 1860 Meters 3.33% to 4% 1,769,176$       62,526$             1,831,702$       -$                98,280-$           98,280-$           1,733,422$       
47 1860 Meters (Smart Meters) N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 

N/A 1905 Land N/A 243,636$          -$                   243,636$          -$                -$                 -$                 243,636$          
CEC 1906 Land Rights N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
47 1908 Buildings & Fixtures 2.00% 1,462,951$       10,000$             1,472,951$       -$                54,993-$           54,993-$           1,417,958$       
13 1910 Leasehold Improvements 10.00% 2,314$             -$                   2,314$             -$                654-$                654-$                1,660$             
8 1915 Office Furniture & Equipment (10 years) 10.00% 56,348$           15,000$             71,348$            -$                15,267-$           15,267-$           56,080$           
8 1915 Office Furniture & Equipment (5 years) N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
10 1920 Computer Equipment - Hardware 25.00% 127,380$          30,000$             157,380$          -$                54,688-$           54,688-$           102,692$          
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
12 1925 Computer Software 20.00% 110,045$          27,000$             137,045$          -$                38,346-$           38,346-$           98,699$           
12 1925 Computer Software (Smart Meters) N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
10 1930 Transportation Equipment 6.6% to 14.3% 517,770$          440,000$            957,770$          -$                95,299-$           95,299-$           862,471$          
8 1935 Stores Equipment 10.00% 14,223$           -$                   14,223$            -$                3,956-$             3,956-$             10,267$           
8 1940 Tools, Shop & Garage Equipment 10.00% 129,701$          35,000$             164,701$          -$                33,495-$           33,495-$           131,206$          
8 1945 Measurement & Testing Equipment 20.00% 68,788$           -$                   42,514-$      26,274$            -$                11,923-$           11,923-$           14,351$           
8 1950 Power Operated Equipment N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
8 1955 Communications Equipment 20.00% 49,222$           8,000$               13,133-$      44,089$            -$                23,051-$           23,051-$           21,039$           
8 1955 Communication Equipment (Smart Meters) N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
8 1960 Miscellaneous Equipment 20.00% 284,758$          -$                   33,857-$      250,901$          -$                94,300-$           94,300-$           156,600$          
47 1975 Load Management Controls Utility Premises N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
47 1980 System Supervisor Equipment 5.00% 824,140$          212,761$            1,036,901$       -$                62,324-$           62,324-$           974,576$          

45.1 1980 System Supervisor Equipment - Hardware N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
47 1985 Miscellaneous Fixed Assets N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
47 1995 Contributions & Grants various 6,496,148-$       861,340-$            7,357,488-$       -$                202,725$          202,725$          7,154,764-$       
8 2005 Property Under Capital Lease 10.00% 4,015$             -$                   4,015$             -$                1,004-$             1,004-$             3,012$             

N/A 2055 Work In Progress N/A -$                 -$                   -$                 -$                -$                 -$                 -$                 
Total 48,990,880$     3,367,043$         89,504-$      52,268,419$     -$                1,947,469-$       -$            1,947,469-$       50,320,951$     

Less: Fully Allocated Depreciation
10 Transportation Transportation 95,299-$       
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 38,456-$       

12/45 Computer Hardware & Software Computer HW & SW -$            
Net Depreciation to Inc. Stmt 1,813,714-$   

REVISED TABLE 5.1
Fixed Asset Continuity Schedule

Cost
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Norfolk has provided 2012 in CGAAP & MIFRS assuming adoption of the half year rule for 
additions in the year 2012 (see Norfolk’s response to EP #6(c) which required Norfolk to provide 
a fixed asset continuity schedule for 2012 assuming the half-year rule was adopted for 2012). 
 
Below is a table showing the impact on 2012 Rate Base if Norfolk had not adopted the half-year 
rule for depreciation on current year additions until the year 2012: 
 

BOARD STAFF - IR6

Year 2012 Test - Adopt Half Year Rule in 2012 IFRS

Accumulated Depreciation
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions Disposals

Closing 
Balance Opening Balance Additions Disposals

Closing 
Balance

Net Book 
Value

N/A 1805 Land N/A 391,259$         -$                     391,259$          -$                      -$                   -$                 391,259$         
CEC 1806 Land Rights N/A 303,784$         -$                     303,784$          -$                      -$                   -$                 303,784$         
47 1808 Buildings 2.00% 1,437,811$       -$                     1,437,811$       33,076-$                33,076-$             66,153-$           1,371,658$       
13 1810 Leasehold Improvements N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
47 1815 Transformer Station Equipment >50 kV 2.5% to 5% 8,311,611$       -$                     8,311,611$       230,363-$               230,363-$            460,725-$          7,850,885$       
47 1820 Distribution Station Equipment <50 kV 5.00% 2,440,207$       245,564$              2,685,771$       159,301-$               165,440-$            324,742-$          2,361,029$       
47 1825 Storage Battery Equipment N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
47 1830 Poles, Towers & Fixtures 2.20% 14,619,194$     1,306,399$           15,925,593$     404,922-$               442,525-$            847,447-$          15,078,146$     
47 1835 Overhead Conductors & Devices 1.6% to 2.5% 9,331,179$       825,987$              10,157,166$     197,291-$               212,601-$            409,892-$          9,747,274$       
47 1840 Underground Conduit 2.00% 2,679,825$       89,296$                2,769,121$       61,811-$                66,525-$             128,336-$          2,640,786$       
47 1845 Underground Conductors & Devices 3.33% 5,231,201$       181,271$              5,412,472$       223,708-$               237,961-$            461,669-$          4,950,803$       
47 1850 Line Transformers 2.5% to 2.8% 5,997,069$       850,097$              6,847,166$       182,895-$               213,124-$            396,019-$          6,451,148$       
47 1855 Services (Overhead & Underground) 2.50% 2,467,517$       334,860$              2,802,377$       69,245-$                79,251-$             148,496-$          2,653,880$       
47 1860 Meters 3.33% to 4% 1,831,702$       310,750$              907,587-$     1,234,865$       98,280-$                52,860-$             53,197$             97,944-$           1,136,922$       
47 1860 Meters (Smart Meters) 10.00% 3,214,012$       -$                     3,214,012$       479,090-$               368,399-$            847,489-$          2,366,523$       

N/A 1905 Land N/A 243,636$         -$                     243,636$          -$                      -$                   -$                 243,636$         
CEC 1906 Land Rights N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
47 1908 Buildings & Fixtures 2.00% 1,472,951$       -$                     1,472,951$       54,993-$                55,159-$             110,152-$          1,362,799$       
13 1910 Leasehold Improvements 10.00% 2,314$             -$                     2,314$             654-$                     654-$                  1,308-$             1,006$             
8 1915 Office Furniture & Equipment (10 years) 10.00% 71,348$           15,500$                86,848$            15,267-$                13,490-$             28,757-$           58,091$           
8 1915 Office Furniture & Equipment (5 years) N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
10 1920 Computer Equipment - Hardware 25.00% 157,380$         40,000$                197,380$          54,688-$                67,188-$             121,877-$          75,503$           
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) N/A -$                -$                     -$                 -$                      -$                   -$                 -$                

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
12 1925 Computer Software 20.00% 137,045$         142,500$              279,545$          38,346-$                47,196-$             85,543-$           194,002$         
12 1925 Computer Software (Smart Meters) 20.00% 406,373$         -$                     406,373$          129,885-$               80,212-$             210,097-$          196,276$         
10 1930 Transportation Equipment 6.6% to 14.3% 957,770$         40,000$                997,770$          95,299-$                125,966-$            221,265-$          776,505$         
8 1935 Stores Equipment 10.00% 14,223$           -$                     14,223$            3,956-$                  3,073-$               7,029-$             7,193$             
8 1940 Tools, Shop & Garage Equipment 10.00% 164,701$         28,000$                192,701$          33,495-$                33,935-$             67,431-$           125,270$         
8 1945 Measurement & Testing Equipment 20.00% 26,274$           -$                     26,274$            11,923-$                9,163-$               21,086-$           5,188$             
8 1950 Power Operated Equipment N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
8 1955 Communications Equipment 20.00% 44,089$           53,000$                97,089$            23,051-$                21,079-$             44,130-$           52,959$           
8 1955 Communication Equipment (Smart Meters) N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
8 1960 Miscellaneous Equipment 20.00% 250,901$         -$                     250,901$          94,300-$                84,313-$             178,613-$          72,288$           
47 1975 Load Management Controls Utility Premises N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
47 1980 System Supervisor Equipment 5.00% 1,036,901$       89,296$                1,126,197$       62,324-$                75,195-$             137,519-$          988,678$         

45.1 1980 System Supervisor Equipment - Hardware N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
47 1985 Miscellaneous Fixed Assets N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
47 1995 Contributions & Grants various 7,357,488-$       652,000-$              8,009,488-$       202,725$               217,251$            419,975$          7,589,513-$       
8 2005 Property Under Capital Lease 10.00% 4,015$             -$                     4,015$             1,004-$                  1,004-$               2,008-$             2,008$             

N/A 2055 Work In Progress N/A -$                -$                     -$                 -$                      -$                   -$                 -$                
Total 55,888,804$     3,900,520$           907,587-$     58,881,737$     2,556,444-$            2,502,502-$         53,197$             5,005,749-$       53,875,988$     

Less: Fully Allocated Depreciation
10 Transportation Transportation 125,966-$           
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 35,533-$             

12/45 Computer Hardware & Software Computer HW & SW -$                  
Net Depreciation to Inc. Stmt 2,341,003-$        

REVISED TABLE 5.2
Fixed Asset Continuity Schedule

Cost
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Impact of MIFRS on Net Book Value (Full-Year Rule 2007 to 2011)

2012 Test (CGAAP) 
as Submitted - 

Revised for 2012 
Deprec Exp on 1860

2012 Test (CGAAP) 
Full-Year 

Amortization      
2007 to 2011

Variance - CGAAP 
(Half-Year vs. Full-

Year)

2012 Test (MIFRS) 
as Submitted

2012 Test (MIFRS) 
Full-Year 

Amortization      
2007 to 2011

Variance - MIFRS 
(Half-Year vs. Full-

Year)

Gross Fixed Assets $84,994,791 $85,043,013 $59,274,191 $58,881,737

Accumulated Depreciation $31,406,039 $32,129,519 $4,984,969 $5,005,749

NET BOOK VALUE $53,588,752 $52,913,494 $54,289,222 $53,875,988

Average Net Book Value $53,029,585 $52,437,958 $53,568,246 $53,176,980

Working Capital Allowance (15%) $5,992,935 $5,992,935 $6,085,418 $6,085,418

RATE BASE $59,022,520 $58,430,893 ($591,627) $59,653,664 $59,262,398 ($391,266)

Average Net Book Value for 2012 MIFRS:

2011 Revised NBV - IFRS (Rev Table 5.1) $50,320,951
Less: Stranded Meters (NBV) ($854,390)
Add: Smart Meters & SM S/W (NBV) $3,011,410
Adjusted 2012 Opening Balance $52,477,971
2012 Revised NBV - IFRS (Rev Table 5.2) $53,875,988

Average Net Book Value $53,176,980



Norfolk Power Distribution Inc 
EB-2011-0272 

Responses to Board Staff Interrogatories 
Filed: November 28, 2011 

Page 12 of 118 

 
7. Ref: Exhibit 2/Tab 1/Sch 1/p. 7 
 
In this summary under Substations, Norfolk Power indicates that, “The renewal or 
retirement of NPDI’s 4.16 kV and 8.32 kV substations is the subject of an ongoing review 
being undertaken as part of the Asset Management Plan. NPDI has been expanding their 
27.6 kV system for several years with the objective of eliminating much of the 4.16 kV 
network, which will eventually lead to a reduction in the number of distribution stations, a 
reduction in the number of distribution feeders, and improved electricity distribution 
efficiency.” 
 
How much of the older 4.16 kV and 8.32 kV system has been replaced with the newer 27.6 
kV system? How was this issue addressed in the Asset Management Plan review? Is there 
an end date for when the 4.16 kV system is to be entirely replaced? 
 
Response: 
 
To date, Norfolk Power has converted approximately 4.9% of the 4kV system with 27.6kV 
distribution circuits and has renewed 2 of 7, 8kV Municipal Distribution Stations. 
   
Voltage conversion projects are addressed in the Asset Management Plan under “Security and 
Asset Renewal” reviews, and are noted in the Prioritization Criteria. 
 
The intent to convert the 4.16 kV system has been incorporated into Norfolk Power’s capital 
plans and has an anticipated end date of 2020.  There is currently no formal plan to convert the 
8.32kV system. 
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8. Ref: Exhibit 2/Tab 1/Sch 1/p. 7 

 
In this summary under Customer Connections and Metering, Norfolk Power indicates that, 
“In 2009 NPDI began installation of smart meters and will complete the program in 2011.” 
However, the 2010 Financial Statements, at page 15, indicate that, “As at December 31, 
2010, all residential and small commercial customers have had smart meters installed.” 
Please reconcile these two statements and provide a current update on Norfolk Power’s 
Smart Meter deployment. 
 
Response:  

The comment taken from page 15 of the 2010 Financial Statements is incorrect and appears to 
have stemmed from a conversation in which Norfolk had stated it had installed all of the smart 
meters it could at that time (at the end of 2010) as Norfolk was waiting for additional smart 
meters to be delivered.  There had been a delay in delivery of meters for sometime as a result of 
a delay in manufacturing and meters that had been originally anticipated to arrive in 2010 did not 
arrive until March 2011.  
  
As of the end of September 2011 Norfolk had installed 18,288 smart meters, with a balance of 
515 meters to be installed by the end of 2011.   
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9. Ref: Exhibit 2/Tab 3/Sch 2/p.31 
 
Under the category of Miscellaneous Overhead Projects for 2010, 2011 and 2012 Norfolk 
Power indicates these are reactive renewal projects of overhead system assets with a “run 
to failure” replacement strategy. 
  
Please explain Norfolk Power’s position on a capital replacement strategy based on “run to 
failure”. How much of the Norfolk Power system is governed by this strategy and how is it 
coordinated with the Asset Management Plan? 
 
Response: 
 
To some extent, Norfolk’s system renewal is governed by the “run to failure” philosophy, as 
some assets are difficult and/or costly to test and inspect proactively including distribution 
transformers and underground cable.  Reactive replacement (ie – run to failure) of assets occurs 
as assets fail or pose a safety hazard to the public.  Funds designated under the Miscellaneous 
Overhead Projects cover these unforeseen occurrences.  
  
Proactive replacement occurs when assets nearing end of lives are removed from service and are 
replaced systematically according to the asset management plan.  These projects are reflected in 
the annual capital spending plans as specific projects.  In general, most major asset types are 
addressed in the renewal plans for replacement in the asset management plan, as their life 
expectancies are reviewed using a combination of inspection and condition assessment reports, 
fault exposure experience, loading  and useful life criteria.  It is difficult to specifically quantify 
the degree of plant which is replaced via “run to failure” strategy.   Norfolk strives to replace 
plant on a planned basis. 
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MIFRS Related 
 
10. Ref: Exhibit 2/Tab 5/Sch 1 
 
In the Letter of the Board regarding Transition to IFRS – Amendment to Board 
Policy, November 8, 2010, the Board stated: 
 
“9.1.2 Electricity distributors filing cost of service applications for rates in the year they 
choose to adopt IFRS for financial reporting must provide the required actual years, the 
bridge year and the forecasts for the test year(s) in CGAAP based format. An electricity 
distributor may choose to present modified IFRS based forecasts for the bridge and test 
years, if the distributor seeks to have rates set on the basis of modified IFRS. If the 
distributor is seeking rates based on modified IFRS accounting, the distributor must 
identify financial differences and resulting revenue requirement impacts arising from the 
adoption of modified IFRS accounting.” 
 
The Board also stated on page 14 of the July 2009 Report of the Board, Transition to IFRS: 
 
“The Board agrees that regulated net book value should be used as the basis for setting 
opening rate base values upon the adoption of IFRS accounting, and that historical 
acquisition cost should be used as the basis for reporting PP&E for regulatory purposes 
going forward.”4 
 
For financial reporting purposes, on the date of transition to IFRS, the December 31, 2010 
net book value becomes the January 1, 2011 gross value for PP&E (with accumulated 
depreciation set to zero). However, the Board has stated that the integrity of the December 
31, 2010 gross value and accumulated depreciation values should be preserved for 
regulatory purposes and carried forward to January 1, 2011 values. 
 
The continuity of historic cost should be established by Norfolk Power by using the 
December 31, 2010 regulatory gross capital cost and accumulated depreciation values as 
the opening January 1, 2011 regulatory gross capital cost and accumulated depreciation 
values.  
 
Norfolk Power has filed for 2012 rates based on MIFRS. Board staff would like additional 
information to complete the record. Please provide the following: 
 
a) The Bridge Year in MIFRS, maintaining asset continuity by using the December 31, 
2010 regulatory gross capital and accumulated depreciation as the opening January 1, 2011 
regulatory gross capital cost and accumulated depreciation values; 
 
Response: 
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Norfolk believes it has met the requirement of the Board as described in the July 2009 Report of 
the Board, Transition to IFRS, by maintaining the integrity of the regulated net book value for 
the purpose of establishing opening rate base values under IFRS.   
 
Norfolk has also provided the Bridge Year in MIFRS while maintaining the gross capital and 
accumulated depreciation as requested.  Please see the response to Interrogatory 10(e) – 2011 
Bridge Fixed Asset Continuity Statement in IFRS. 
 
b) The Test Year with the opening balances based on the closing Bridge Year balances 
based on MIFRS from a) above; 
 
Response: 
 
Please see Norfolk’s response to Interrogatory 10(e) – 2012 Test Fixed Asset Continuity 
Statement in IFRS.  
 
c) The Test Year in CGAAP-based format; 
 
Response: 
 
Norfolk provided the Test Year Fixed Asset Continuity Schedule in CGAAP-based format in its 
original submission (found at Exhibit 2, Tab 5, Schedule 1, Table 2.6), as well as in the Chapter 
2 Filing Requirements Excel file, Appendix 2-B. 
 
d) Two RRWFs for the Test Year, one based on CGAAP, and one based on MIFRS; 
 
Response: 
 
A RRWF based on MIFRS was submitted with the application and has been resubmitted with 
these interrogatories to correct an error as noted in the response to Board Staff Interrogatory #4.   
 
A RRWF based on CGAAP has also been submitted as requested.   
 
 
e) Updated Appendix 2-B Fixed Asset Continuity Schedule of the chapter 2 filing 
requirements; and 
 
Response: 
 
Norfolk has provided the updated Appendix 2-B Fixed Asset Continuity Schedule of the chapter 
2 filing requirements with the submission of these replies.   
 
Please also See Appendix 1 Fixed Asset Continuity Schedule Board Staff IR 10e. 
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BOARD STAFF #10(e)

Year IFRS REVISED TO SHOW FULL GROSS ASSET & ACCUMULATED DEPRECIATION

Accumulated Depreciation
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions Disposals

Closing 
Balance

Opening 
Balance Additions Disposals

Closing 
Balance Net Book Value

N/A 1805 Land N/A 391,259$         -$              391,259$        -$                -$               -$                 391,259$            
1806 Land Rights 302,784$         1,000$          303,784$        -$                -$               -$                 303,784$            

47 1808 Buildings 2.00% 1,620,078$       -$              1,620,078$     180,575-$         33,112-$         213,687-$          1,406,391$          
13 1810 Leasehold Improvements N/A -$                -$              -$               -$                -$               -$                 -$                   
47 1815 Transformer Station Equipment >50 kV 2.00% 8,912,383$       -$              8,912,383$     524,387-$         232,330-$        756,717-$          8,155,666$          
47 1820 Distribution Station Equipment <50 kV 3.30% 2,767,848$       65,131$         2,832,979$     363,334-$         161,059-$        524,393-$          2,308,586$          
47 1825 Storage Battery Equipment N/A -$                -$              -$               -$                -$               -$                 -$                   
47 1830 Poles, Towers & Fixtures 4.00% 20,857,358$     1,038,945$    21,896,303$   7,198,276-$      395,240-$        7,593,517-$       14,302,786$        
47 1835 Overhead Conductors & Devices 4.00% 11,716,783$     738,072$       12,454,855$   3,056,012-$      191,773-$        3,247,785-$       9,207,070$          
47 1840 Underground Conduit 4.00% 4,005,396$       191,050$       4,196,446$     1,501,837-$      60,211-$         1,562,048-$       2,634,397$          
47 1845 Underground Conductors & Devices 4.00% 6,686,432$       336,943$       7,023,375$     1,763,071-$      219,158-$        1,982,229-$       5,041,146$          
47 1850 Line Transformers 4.00% 11,982,442$     784,127$       12,766,569$   6,710,564-$      174,804-$        6,885,368-$       5,881,200$          
47 1855 Services (Overhead & Underground) 4.00% 2,778,385$       232,828$       3,011,213$     520,375-$         66,958-$         587,333-$          2,423,880$          
47 1860 Meters 4.00% 4,157,133$       62,526$         4,219,659$     2,375,136-$      97,707-$         2,472,843-$       1,746,815$          
47 1860 Meters (Smart Meters) N/A -$                -$              -$               -$                -$               -$                 -$                   

N/A 1905 Land N/A 243,636$         -$              243,636$        -$                -$               -$                 243,636$            
CEC 1906 Land Rights N/A -$                -$              -$               -$                -$               -$                 -$                   
47 1908 Buildings & Fixtures 2.00% 2,307,288$       10,000$         2,317,288$     840,742-$         101,372-$        942,114-$          1,375,174$          
13 1910 Leasehold Improvements 10.00% 6,177$             -$              6,177$           3,863-$             654-$              4,517-$             1,660$                
8 1915 Office Furniture & Equipment (10 years) 10.00% 152,930$         15,000$         167,930$        94,521-$           15,568-$         110,089-$          57,841$              
8 1915 Office Furniture & Equipment (5 years) N/A -$                -$              -$               -$                -$               -$                 -$                   
10 1920 Computer Equipment - Hardware 20.00% 714,926$         30,000$         744,926$        555,770-$         63,095-$         618,865-$          126,061$            
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                -$              -$               -$                -$               -$                 -$                   

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                -$              -$               -$                -$               -$                 -$                   
12 1925 Computer Software 20.00% 295,773$         27,000$         322,773$        173,001-$         37,574-$         210,575-$          112,197$            
12 1925 Computer Software (Smart Meters) 20.00% -$                -$              -$               -$                -$               -$                 -$                   
10 1930 Transportation Equipment 10% to 25% 1,538,637$       440,000$       1,978,637$     1,062,530-$      82,451-$         1,144,981-$       833,656$            
8 1935 Stores Equipment 10.00% 39,562$           -$              39,562$          25,115-$           3,990-$           29,105-$           10,457$              
8 1940 Tools, Shop & Garage Equipment 10.00% 317,724$         35,000$         352,724$        184,305-$         32,269-$         216,574-$          136,150$            
8 1945 Measurement & Testing Equipment 10.00% 180,868$         -$              42,514-$      138,354$        110,314-$         12,762-$         123,076-$          15,278$              
8 1950 Power Operated Equipment N/A -$                -$              -$               -$                -$               -$                 -$                   
8 1955 Communications Equipment 10.00% 107,927$         8,000$          13,133-$      102,794$        56,055-$           23,866-$         79,921-$           22,873$              
8 1955 Communication Equipment (Smart Meters) N/A -$                -$              -$               -$                -$               -$                 -$                   
8 1960 Miscellaneous Equipment 10.00% 428,220$         -$              33,857-$      394,363$        129,028-$         99,699-$         228,727-$          165,636$            
47 1975 Load Management Controls Utility Premises N/A -$                -$              -$               -$                -$               -$                 -$                   
47 1980 System Supervisor Equipment 6.70% 1,154,641$       212,761$       1,367,402$     325,599-$         57,234-$         382,833-$          984,569$            

45.1 1980 System Supervisor Equipment - Hardware 20.00% 22,132$           -$              22,132$          6,735-$             847-$              7,582-$             14,550$              
47 1985 Miscellaneous Fixed Assets N/A -$                -$              -$               -$                -$               -$                 -$                   
47 1995 Contributions & Grants 4.00% 8,473,522-$       861,340-$       9,334,862-$     1,931,842$      193,818$        2,125,660$       7,209,201-$          
8 2005 Property Under Capital Lease 10.00% 10,039$           -$              10,039$          6,023-$             1,004-$           7,027-$             3,011$                

N/A 2055 Work In Progress N/A -$                -$              -$               -$                -$               -$                 -$                   
Total 75,225,237$     3,367,043$    89,504-$      78,502,776$   25,835,326-$     1,970,919-$     -$            27,806,246-$     50,696,531$        

Less: Fully Allocated Depreciation
10 Transportation Transportation 82,451-$       
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 37,263-$       

12/45 Computer Hardware & Software Computer HW & SW -$            
Net Depreciation to Inc. Stmt 1,851,205-$   

Appendix 2-B
Fixed Asset Continuity Schedule

2011 Bridge

Cost
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f) A summary of the dollar impacts of MIFRS to each major component of the revenue 
requirement (e.g. rate base, operating costs, etc), including the overall impact on the 
proposed revenue requirement. 
 
Response: 

 

 

 

 

 

BOARD STAFF #10(e)

Year IFRS REVISED TO SHOW FULL GROSS ASSET & ACCUMULATED DEPRECIATION

Accumulated Depreciation

CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance 

(Adjusted for 
Smart Meters 
& Stranded 

Meters) Additions Disposals
Closing 
Balance

Opening 
Balance 

(Adjusted for 
Smart Meters 
& Stranded 

Meters) Additions Disposals
Closing 
Balance Net Book Value

N/A 1805 Land N/A 391,259$         -$              391,259$        -$                -$               -$                 391,259$          
CEC 1806 Land Rights N/A 303,784$         -$              303,784$        -$                -$               -$                 303,784$          
47 1808 Buildings 2.00% 1,620,078$       -$              1,620,078$     213,687-$         33,112-$         246,799-$          1,373,279$       
13 1810 Leasehold Improvements N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1815 Transformer Station Equipment >50 kV 2.00% 8,912,383$       -$              8,912,383$     756,717-$         232,330-$        989,047-$          7,923,336$       
47 1820 Distribution Station Equipment <50 kV 3.30% 2,832,979$       245,564$       3,078,543$     524,393-$         167,198-$        691,591-$          2,386,952$       
47 1825 Storage Battery Equipment N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1830 Poles, Towers & Fixtures 4.00% 21,896,303$     1,306,399$    23,202,702$   7,593,517-$      421,300-$        8,014,817-$       15,187,885$     
47 1835 Overhead Conductors & Devices 4.00% 12,454,855$     825,987$       13,280,842$   3,247,785-$      199,428-$        3,447,213-$       9,833,629$       
47 1840 Underground Conduit 4.00% 4,196,446$       89,296$         4,285,742$     1,562,048-$      63,015-$         1,625,063-$       2,660,678$       
47 1845 Underground Conductors & Devices 4.00% 7,023,375$       181,271$       7,204,646$     1,982,229-$      227,795-$        2,210,024-$       4,994,622$       
47 1850 Line Transformers 4.00% 12,766,569$     850,097$       13,616,666$   6,885,368-$      195,231-$        7,080,599-$       6,536,066$       
47 1855 Services (Overhead & Underground) 4.00% 3,011,213$       334,860$       3,346,073$     587,333-$         74,055-$         661,388-$          2,684,685$       
47 1860 Meters 4.00% 2,087,050$       310,750$       2,397,800$     1,200,905-$      50,876-$         1,251,781-$       1,146,018$       
47 1860 Meters (Smart Meters) 10.00% 3,214,012$       -$              3,214,012$     479,090-$         321,401-$        800,491-$          2,413,521$       

N/A 1905 Land N/A 243,636$         -$              243,636$        -$                -$               -$                 243,636$          
CEC 1906 Land Rights N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1908 Buildings & Fixtures 2.00% 2,317,288$       -$              2,317,288$     942,114-$         101,472-$        1,043,586-$       1,273,702$       
13 1910 Leasehold Improvements 10.00% 6,177$             -$              6,177$           4,517-$             654-$              5,171-$             1,006$             
8 1915 Office Furniture & Equipment (10 years) 10.00% 167,930$         15,500$         183,430$        110,089-$         13,790-$         123,879-$          59,551$            
8 1915 Office Furniture & Equipment (5 years) N/A -$                -$              -$               -$                -$               -$                 -$                 
10 1920 Computer Equipment - Hardware 20.00% 744,926$         40,000$         784,926$        618,865-$         93,720-$         712,585-$          72,341$            
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                -$              -$               -$                -$               -$                 -$                 

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                -$              -$               -$                -$               -$                 -$                 
12 1925 Computer Software 20.00% 322,773$         142,500$       465,273$        210,575-$         47,211-$         257,786-$          207,486$          
12 1925 Computer Software (Smart Meters) 25.00% 406,373$         -$              406,373$        129,885-$         101,593-$        231,478-$          174,895$          
10 1930 Transportation Equipment 10% to 25% 1,978,637$       40,000$         2,018,637$     1,144,981-$      98,451-$         1,243,432-$       775,205$          
8 1935 Stores Equipment 10.00% 39,562$           -$              39,562$          29,105-$           3,107-$           32,212-$           7,350$             
8 1940 Tools, Shop & Garage Equipment 10.00% 352,724$         28,000$         380,724$        216,574-$         30,959-$         247,533-$          133,191$          
8 1945 Measurement & Testing Equipment 10.00% 138,354$         -$              138,354$        123,076-$         9,772-$           132,848-$          5,506$             
8 1950 Power Operated Equipment N/A -$                -$              -$               -$                -$               -$                 -$                 
8 1955 Communications Equipment 10.00% 102,794$         53,000$         155,794$        79,921-$           22,089-$         102,010-$          53,784$            
8 1955 Communication Equipment (Smart Meters) N/A -$                -$              -$               -$                -$               -$                 -$                 
8 1960 Miscellaneous Equipment 10.00% 394,363$         -$              394,363$        228,727-$         88,879-$         317,606-$          76,757$            
47 1975 Load Management Controls Utility Premises N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1980 System Supervisor Equipment 6.70% 1,367,402$       89,296$         1,456,698$     382,833-$         64,785-$         447,618-$          1,009,080$       

45.1 1980 System Supervisor Equipment - Hardware 20.00% 22,132$           -$              22,132$          7,582-$             847-$              8,429-$             13,703$            
47 1985 Miscellaneous Fixed Assets N/A -$                -$              -$               -$                -$               -$                 -$                 
47 1995 Contributions & Grants 4.00% 9,334,862-$       652,000-$       9,986,862-$     2,125,660$      205,507$        2,331,167$       7,655,694-$       
8 2005 Property Under Capital Lease 10.00% 10,039$           -$              10,039$          7,027-$             1,004-$           8,031-$             2,007$             

N/A 2055 Work In Progress N/A -$                -$              -$               -$                -$               -$                 -$                 
Total 79,990,552$     3,900,520$    -$            83,891,072$   27,143,283-$     2,458,567-$     -$            29,601,850-$     54,289,222$     

Less: Fully Allocated Depreciation
10 Transportation Transportation 98,451-$       
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 32,591-$       

12/45 Computer Hardware & Software Computer HW & SW -$            
Net Depreciation to Inc. Stmt 2,327,525-$  

Appendix 2-B
Fixed Asset Continuity Schedule

2012 Test

Cost



Norfolk Power Distribution Inc 
EB-2011-0272 

Responses to Board Staff Interrogatories 
Filed: November 28, 2011 

Page 19 of 118 

 
Norfolk has provided the following table indicating the impact of MIFRS on each major 
component of the revenue requirement.  The total impact of MIFRS on Revenue Requirement 
is a decrease of $168,634.   

Summary of MIFRS impact on Revenue Requirement 

 

 

  

2012 CGAAP 2012 MIFRS Variance
Distribution Revenue $12,378,214 $12,209,580 -$168,634
Other Operating Revenue 477,289 477,289
Total Revenue 12,855,503 12,686,869 -168,634

OM&A 5,236,062 5,852,617 616,555
Depreciation 2,926,650 2,327,524 -599,126
Deemed Interest 1,878,233 1,899,543 21,310

Income Tax (PILs) 554,275 321,256 -233,019

Net Income (Deemed Return) 2,260,283 2,285,928 25,645

Rate Base 58,984,431 59,653,664 669,233

Deemed Debt 35,390,659 35,792,198 401,540
Deemed Equity 23,593,772 23,861,466 267,693

Return on Debt (Weighted) 5.31% 5.31%
Return on Equity 9.58% 9.58%

Deemed Interest Expense 1,878,233 1,899,543 21,310
Deemed Return on Equity 2,260,283 2,285,928 25,645
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11. Ref: Exhibit 2/Tab 5/Sch 1 

In the Letter of the Board regarding Transition to IFRS – Amendment to Board Policy, 
November 8, 2010, the Board stated on page 15: 
 
“The Board will require utilities to adhere to IFRS capitalization accounting requirements 
for rate making and regulatory reporting purposes after the date of adoption of IFRS.” 
 
IAS 16 Property, Plant and Equipment states that the cost of PP&E comprises of any costs 
directly attributable to bringing the asset to the location and condition necessary for it to 
be capable of operating in the manner intended by management. IAS 23 states that directly 
attributable borrowing costs are capitalized upon qualifying assets only. It also indicated 
that a qualifying asset is an asset that necessarily takes a substantial period of time to get 
ready for its intended use or sale. The Board also said on page 40: 
 
“The Board will continue to publish interest rates for CWIP as it does now. Where 
incurred debt is acquired on an arms length basis, the actual borrowing cost should be 
used for determining the amount of carrying charges to be capitalized to CWIP for rate 
making during the period, in accordance with IFRS. Where incurred debt is not acquired 
on an arm’s length basis, the actual borrowing cost may be used for rate making, provided 
that the interest rate is no greater than the Board’s published rates. Otherwise, the 
distributor should use the Board’s published rates.” 
 
Board staff is interested in the impact of MIFRS on Norfolk Power’s capital expenditures. 
 
a) Please confirm if the costs capitalized are directly attributable to bringing the asset to 
the location and condition necessary for it to be capable of operating in the manner 
intended by management. If not, please explain.  
 
Response: 

The capital expenditure forecasts for 2011 and 2012 under MIFRS of the application include 
only directly attributable costs.   
 
b) Has Norfolk Power consulted with its external auditors or professional advisors 
regarding the change in capitalization of overhead within IFRS requirements? If yes, 
please provide supporting documentation. If not, please identify if there is any plan in the 
near future for such a consultation. 
 
Response:  

Norfolk engaged KPMG to assist with several areas of the conversion to IFRS, including the 
changes required by IAS 16 and IAS 23.  In addition, Norfolk has reviewed the changes, as 
outlined in the application, to convert from CGAAP to MIFRS, with its external auditors at 
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Millard, Rouse & Rosebrugh.  Letters from both KPMG and Millard, Rouse & Rosebrugh, 
confirming their participation, have been included with these interrogatory responses as 
Appendix 2.   
 
Please see Appendix 2 External Review - IFRS Board Staff IR 11b. 
 
c) Please identify all overhead related items (e.g. indirect costs, corporate centre costs) and 
identify the items that are ineligible and how much overhead in total has been removed 
from capitalization for ineligible costs. 
 
Response: 

Norfolk utilizes 4 burdens to allocate overhead related items to expense accounts and capital 
projects.  These include Payroll, Engineering, Fleet, and Stores.  Norfolk has recognized that 
where CGAAP allowed for the capitalization of general and administrative overhead, MIFRS 
does not and as a result Norfolk has identified several items included in its overhead burdens that 
will be expensed as part of OM&A rather than capitalized.  A full explanation of these expenses 
is provided in the application and can be found in Exhibit 4, Tab 4, Schedule 1.   
 
In Appendix 4 Norfolk has provided a Conclusion Document prepared with the aid of KPMG 
that outlines the expenses in Norfolk’s burdens and those that will be removed and expensed as 
part of OM&A under IFRS.  This document does not provide the financial impact of these 
changes, however Norfolk’s application does provide these details under Exhibit 4, Tab 4, 
Schedule 1.  For convenience Norfolk has summarized these values below.   
 
Payroll - $95,864 in expenses related to training, safety and education expenses has been 
removed from the payroll burden.  
 
Engineering – The following amounts have been removed from the engineering burden: 

  
 Supervisory & Admin Labour            $216,409 
 IT Charges                 114,320 
 Property Charges                  13,239  
 Total                            $343,968 
 
Fleet – the following amounts have been removed from the fleet burden: 
 
 Miscellaneous Tools             $  9,000 
 Property Charges    36,000 
 Total                $45,300 
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Stores – the following amounts have been removed from the Stores burden: 

 Supervisory Labour   $    7,113 
 IT Charges        20,520 
 Property Charges     103,790 
 Total     $131,423 
 
Total expenses removed from capitalized burdens and added to OM&A: $616,555. 

Please see Appendix 3 Conclusion Document IAS 16 PPE Burdens Board Staff IR 11c. 
 
d) Please identify the burden rates related to the capitalization of costs of self-constructed 
assets: 
 
i) Prior to transition (from the last rebasing application to January 1, 2011), and 

Response:  

 
 

ii) After transition (on or after January 1, 2011). 

Response:  

Payroll Burden:  56% 

Engineering: 21% 

Stores: 16% 

Burden 2008 2009 2010 2011 YTD

Stores 41% 36% 37% 30%

Fleet
$10/hr passenger 
vehicles, $30/hr 

large trucks

$10/hr passenger 
vehicles, $30/hr 

large trucks

$13/hr passenger 
vehicles, $40/hr 

large trucks

$14/hr passenger 
vehicles, $44/hr 

large trucks

Payroll 64% 62% 60% 64%

Engineering 34% 28% 35% 30%
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Fleet:  Truck rates remain the same at $14 per hour for small vehicles and $44 per hour for large 
vehicles.   
 

 

e) Please provide the following information in detail for overhead costs on self-constructed 
assets for the bridge and test years. 
 
Response: 

Please see table below: 
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Nature of the Overhead 
Costs

Dollar Impact 
Bridge Year

Dollar Impact Test 
Year

Directly 
Attributable:  

Yes or No Reasons for Capitalization under MIFRS

Engineering:

    Labour 423,000$                433,300$                     Yes
Internal labour directly attributable to capital 
projects

Total 423,000$                433,300$                     

Stores:

   Stores Labour 101,352$                72,054$                        Yes

Storekeepers' time directly attributable to 
inventory items relating to specific capital 
projects

   Purchasing Labour 45,140$                   44,374$                        Yes
Requests for proposals for specific jobs, time 
is directly attributable to capital projects

   Inventory Adjustments 20,867$                   26,062$                        Yes
Costs related to materials used in capital 
projects

   Depreciation 3,407$                     2,725$                          Yes

Depreciation costs relating to equipment 
used in Stores for assets purhcased for 
specific capital assets

Total 170,766$                145,215$                     

Fleet:

   Repairs 87,903$                   88,513$                        Yes
Repairs cost for vehicles used in the 
construction of capital assets

   Fuel 29,100$                   43,262$                        Yes
Fuel costs for using vehicles use for 
constructing capital assets

   Depreciation 111,550$                121,250$                     Yes
Depreciation costs relating to fleet used for 
constructing capital assets 

   Insurance 10,573$                   10,864$                        Yes
Insurance costs of fleet vehicles used for 
constructing capital assets

Total 239,126$                263,889$                     

Payroll Burden:

   Benefits 404,215$                417,430$                     Yes

Employee benefits considered part of 
employees' compensation are capitalized as 
directly attributable costs

   Vacation and Stat Pay 184,758$                212,008$                     Yes

Employee vacation and statutory pay 
considered employees' compensation are 
capitalized as directly attributable costs

   Miscellaneous 14,704$                   15,684$                        Yes

Employee safety clothing, safety boots, 
service recognition, employee events 
considered compensation, therefore 
capitalized

Total 603,677$                645,122$                     
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f) Please identify the overall level of increase (decrease) in OM&A expense in the test year 
in relation to a decrease (increase) in capitalized overhead. Please provide a variance 
analysis for this increase in OM&A expense for the test year in respect to each of the 
bridge year and historical years. 
 
Response:  

The overall increase in OM&A is the same as the decrease in capitalized overhead, $616,555.  
The table below, also found in Exhibit 4, Tab 4, Schedule 1, provides the details of these 
changes.   
 

 

 

For the historical years 2008, 2009, 2010 the amount in OM&A was $0.  When restating 2011 
under IFRS the amount added to OM&A will be $597,066, based on budgeted expense.  The 
increase from 2011 to 2012 of $19,489 or 3.26% is primarily the result of increased wages.   
 

g) Please confirm that all borrowing costs that are directly attributable to the acquisition, 
construction, or production of PP&E costs are capitalized to PP&E and not expensed. If 
this is not the case, please explain. 
 
Response:  

Burdens

General & 
Administrative 

Labour
Labour 
Burden 

IT 
Charges

Property 
Charge Miscellaneous Total

Engineering Burden 216,409 114,320 13,239 343,968
Stores Burden 7,113 20,520 103,790 131,423
Fleet Burden 36,300 9,000 45,300
Payroll Burden 95,864 95,864
Total 223,522 95,864 134,840 153,329 9,000 616,555

Burden amounts reallocated 
to OM&A

2012 Test 
Year CGAAP

2012 Test 
Year IFRS

Operations 1,226,500 62,006 1,288,506
Maintenance 1,165,100 83,505 1,248,605
Billing & Collecting 1,228,062 1,228,062
Community Relations 37,000 37,000
Administration 1,544,400 78,011 95,864 134,840 153,329 9,000 2,015,444
Total 5,201,062 223,522 95,864 134,840 153,329 9,000 5,817,617

Amounts removed from Burdens aboved to be expensed in 
OM&A
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IAS 23 requires borrowing costs to be expensed as they are incurred unless they relate to 
‘qualifying’ assets, in which case they must be capitalized.  A qualifying asset is one that 
requires a substantial period of time to get ready for its intended use or sale.  A substantial period 
of time is not defined in IAS 23.  Based on discussion with KPMG and its external auditors, 
Norfolk determined for its purposes a period in excess of 6 months would be considered a 
substantial period of time.  Norfolk does not have any projects planned in 2011 or 2012 that will 
extend past this time period and therefore Norfolk has not capitalized any interest within this 
application.   
 
Please see Appendix 4 Borrowing Costs Board Staff IR 11g.    

 
 
h) Where incurred debt is not acquired on an arm’s length basis, are the actual borrowing 
costs used? Please explain. 
 
Response: 

Not applicable, see 11g above.   

 

i) Please confirm that if the interest rate is greater than the Board’s most recently 
published CWIP interest rates, Norfolk Power has used the Board’s published rates to 
calculate borrowing costs included in the construction costs. If this is not the case, please 
explain. 
 
Response:  

Not applicable, see 11g above.   

  



Norfolk Power Distribution Inc 
EB-2011-0272 

Responses to Board Staff Interrogatories 
Filed: November 28, 2011 

Page 27 of 118 

 
12. Ref: Exhibit 2/Tab 5/Sch 1 

With regard to gains or losses on the Retirement in a Group of Like Assets/Asset 
Impairment Losses, page 19 of the July 2009 Report of the Board, Transition to IFRS 
stated: 
 
“Where a utility for financial reporting purposes under IFRS has accounted for the 
amount of gain or loss on the retirement of assets in a pool of like assets as a charge or 
credit to income, for reporting and rate application filings the utility shall reclassify such 
gains and losses as depreciation expense and disclose the amount separately. Where a 
utility for financial reporting purposes under IFRS has reported a gain or loss on 
disposition of individual assets, such amounts should be identified separately in rate filings 
for review by the Board.” 
 
Also at page 41 of the same report: 
 
“Where for financial reporting purposes under IFRS a utility has recorded an asset 
impairment loss, for rate application filings such losses shall be reclassified to PP&E and 
identified separately to allow consideration of whether and how such amounts are to be 
reflected in rates.” 
 
a) Please confirm that Norfolk Power has identified the gain or loss on the retirement of 
assets in a group of like assets. Please provide the treatment of the retirement for rate 
application purpose and disclose the amount. Please state the reasons if the gains/losses are 
not charged to depreciation expense. 
 
Response:  

Norfolk has identified that there are no gains or losses on the retirement of assets in the 2012 test 
year.   
 
b) Please disclose any asset impairment loss recorded under IFRS which should be 
reclassified to PP&E. Please describe the nature of the losses, the amounts of the losses and 
the consideration whether and how such amounts are to be reflected in rates. 
 
Response:  

Not applicable.   
  



Norfolk Power Distribution Inc 
EB-2011-0272 

Responses to Board Staff Interrogatories 
Filed: November 28, 2011 

Page 28 of 118 

 
13. Ref: Exhibit 2/Tab 5/Sch 1 

With regard to Asset Retirement Obligations, page 40 of the July 2009 Report of the 
Board, Transition to IFRS stated: 
 
“Utilities shall identify separately in their rate applications the depreciation expense 
associated with amortizing asset retirement costs and the accretion expense associated with 
the amortization of the asset retirement obligations. The Board will assess these costs 
independently of other amortization costs to determine the portion, if any, of these costs 
that should be recovered in revenue requirement.” 
 
It appears that Norfolk Power did not present the accounting policy change on asset 
retirement obligations. As IFRS requires that asset retirement obligations include estimates 
of the cost of constructive obligations which was not required under CGAAP, and 
revaluation of those obligations during the lives of the assets. Please confirm whether or not 
Norfolk Power has any asset retirement obligations. 
 

Response: 

Norfolk does not have any asset retirement obligations at this time. 
 
Please see Appendix 5 Asset Retirement Obligations Board Staff IR 13, 13c.  
 

a) If yes, please identify and provide a detailed breakdown of the major asset components. 
 
Response:  
 
Not applicable.   
 
b) If no, please provide a proposal for how the asset retirement obligations should be 
recovered in rates. 
 
Response:  
 
As Norfolk does not have any retirement obligations at this time, Norfolk does not have a 
proposal for how asset retirement obligations should be recovered in rates.   
 
c) Has Norfolk Power identified the accounting change on asset retirement obligations? If 
so, please provide the accounting policy change and quantify the changes due to the 
adoption of IFRS for the test year and bridge year. If not, please provide the reasons and 
the plan when this is to be addressed. 
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Response:  
 
Please see Appendix 5 Asset Retirement Obligations Board Staff IR 13, 13c. 
 

d) For the AROs identified, please provide the depreciation expenses and accretion 
expenses and how these expense are currently included in the rate application. 
 
Response:  
 
Not applicable.   
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14. Ref: Exhibit 2/Tab 5/Sch 1 
 
With regard to borrowing costs, page 15 of the July 2009 Report of the Board, Transition 
to IFRS, stated:  
 
“The Board will require utilities to adhere to IFRS capitalization accounting requirements 
for rate making and regulatory reporting purposes after the date of adoption of IFRS.” 
 
IAS 16 Property, Plant and Equipment indicates that the cost of PP&E is comprised of any 
costs directly attributable to bringing the asset to the location and condition necessary for it 
to be capable of operating in the manner intended by management. 
 
IAS 23 states that directly attributable borrowing costs are capitalized upon qualifying 
assets only. It also indicated that a qualifying asset is an asset that necessarily takes a 
substantial period of time to get ready for its intended use or sale. 
 
Page 40 of the July 2009 Report of the Board, Transition to IFRS stated:  
 
“The Board will continue to publish interest rates for CWIP as it does now. Where 
incurred debt is acquired on an arms length basis, the actual borrowing cost should be 
used for determining the amount of carrying charges to be capitalized to CWIP for rate 
making during the period, in accordance with IFRS. Where incurred debt is not acquired 
on an arm’s length basis, the actual borrowing cost may be used for rate making, provided 
that the interest rate is no greater than the Board’s published rates. Otherwise, the 
distributor should use the Board’s published rates.” 
 

a) Please confirm if the costs capitalized are directly attributable to bringing the asset to 
the location and condition necessary for it to be capable of operating in the manner 
intended by management. If not, please explain.  
 
Response:  
 
Please see response to Board Staff Interrogatory 11g and Appendix 4 Borrowing Costs Board 
Staff IR 11g.    
 
 
b) Please confirm that borrowing costs that are directly attributable to the acquisition, 
construction, or production of qualifying PP&E are capitalized, with respect to incurred 
debt acquired on an arm’s length basis. Please explain. 
 
Response:  
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Not Applicable.  Norfolk does not anticipate the construction of any assets which would qualify 
for the capitalization of interest.  
 
c) Where incurred debt is not acquired on an arm’s length basis, are the actual borrowing 
costs used? Please explain. Please confirm that if the interest rate is greater than the 
Board’s most recently published CWIP interest rates, the Applicant has used the Board’s 
published rates to calculate borrowing costs included in the construction costs. If this is not 
the case, please explain. 
 
Response:  
 
Not Applicable.  Please see responses to Board Staff 14a and b as well as 11g.   

 

d) Please confirm that that the amount of borrowing costs capitalized in a period in total 
does not exceed the actual borrowing costs incurred. If this is not the case, please explain. 
 
Response:  

Not Applicable.  Norfolk does not anticipate any projects which would require capitalizing 
borrowing costs.   
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15. Ref: Exhibit 2/Tab 5/Sch 1 
 
With regard to Intangible Assets, IFRS requires certain assets to be recorded as intangible 
assets (e.g. computer software and land rights) that were previously included in PP&E. As 
stated at page 40 of the July 2009 Report of the Board, Transition to IFRS: 
 
“Where IFRS requires certain assets to be recorded as intangible assets that were 
previously included in PP&E (e.g. computer software and land rights), utilities shall 
include such intangible assets in rate base and the amortization expense in depreciation 
expense for determining revenue requirement.”  
 
It appears that Norfolk Power did not present the accounting policy change on asset 
reclassification from PP&E to intangible assets.  
 
a) Has Norfolk Power identified the accounting policy change on asset reclassification from 
PP&E to intangible assets? If so, please provide the accounting policy change and quantify 
the changes due to the adoption of IFRS for the test year and bridge year. If not, please 
provide the reasons and the plan when this is to be addressed. 
 
Response:  
 
Norfolk has not created a policy change regarding the need to record computer software and land 
rights as intangible assets.  However Norfolk is aware that this change in balance sheet 
presentation is required when the financial statements are prepared.  As noted in the 
interrogatory, the Board has indicated that these assets continue to be included in rate base and 
the related amortization is to be included in depreciation expense for determining revenue 
requirement.  Norfolk has included these amounts in its application as directed and therefore no 
further change is required for the purposes of the application.  For financial statement purposes 
the amounts related to software and land rights will be removed from fixed assets, and reported 
separately as intangible assets.   
 

b) For the assets identified in a), please propose the regulatory treatment in accordance 
with the Board report. 
 
Response:  

Norfolk proposes the net book value of the assets classified as software and land rights continue 
to be included in rate base and the associated depreciation be included in depreciation expense.  
Norfolk has prepared its application on this basis and believes this approach is consistent with 
the Board direction provided in the July 2009 Report of the Board as quoted in the interrogatory.   
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16. Ref: Exhibit 2/Tab 5/Sch3 
 
Table 5.8 compares Rate Base under CGAAP and MIFRS for 2012. Please provide further 
detail on how the average net book value was derived. 
 
Response:  

The average net book value is based on the 2012 opening and closing net book value.  
Norfolk has reproduced Table 5.8 with additional columns to show the inclusion of Smart 
Meters and the exclusion of Stranded Meters.  Accumulated Depreciation has also been 
adjusted accordingly.   

  

2011 Bridge 
GAAP

2012 Test 
GAAP O/B

2012 Test 
GAAP C/B

2011 Bridge 
IFRS

2012 Test IFRS 
O/B

2012 Test  
IFRS C/B

Gross Fixed Assets 79,147,237 79,147,237 84,994,791 52,667,450 52,667,450 59,274,191
Add Smart Meters 3,620,385 3,620,385
Remove Stranded Assets -2,180,831 -914,164
Accumulated Depreciation 28,808,038 28,116,378 31,482,220 1,970,919 2,526,401 4,984,969
Net Book Value 50,339,199 52,470,413 53,512,571 50,696,531 52,847,270 54,289,222
Average Net Book Value 52,991,496 53,568,246
Working Capital Allowance (15%) 5,992,935 6,085,418
Rate Base 58,984,431 59,653,664
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17. Ref: Exhibit 4/Tab 4/Sch 2/p. 1&2 
 
Board policy articulates that LDCs shall use the Board sponsored Kinectrics study or 
sponsor their own study to justify changes in useful lives. The typical useful lives (TUL) 
from the Kinectrics report is the recommended reference point. The Board will no longer 
prescribe service lives for PP&E. As the Board said in its Report of the Board Transition to 
International Financial Reporting Standards  
 
(“IFRS”) July 28, 2009 EB-2008-0408 on page 21 
 
“The Board will facilitate a joint depreciation study for electrical distribution utilities. The 
aim of the study will be to determine depreciation methodologies and rates that will be 
applied to all electrical distribution utilities for the purpose of setting rates and regulatory 
reporting. The study must give due weight to the IFRS requirements regarding 
depreciation, including componentization.” 
 
And also in the Letter of the Board Depreciation Study for Use by Electricity Distributors, 
July 8, 2010 
 
“The Kinectrics Report provides information that the Board expects distributors will 
consider as they develop asset service lives suitable in their particular circumstances. The 
Board expects distributors to reflect their consideration of the information contained in the 
Kinectrics Report when they present an IFRS-based rates application to the Board.” 
 
a) What changes has Norfolk Power made to its Depreciation Policy due to MIFRS (e.g. 
pooling of assets is not permitted under IFRS). 
 
Response: 
 
Significant components of PP&E will be separately accounted for under IFRS.  Each significant 
component and the estimated useful lives, for purposes of computing depreciation expense, have 
been studied with the assistance of KPMG.  Norfolk has submitted a policy document 
concerning the significant components and their estimated useful lives.  Please see Appendix 6 
Depreciation – Amortization Policy Board Staff IR 19b. 
 
 
Each year end, Norfolk Power will reassess each significant component and its estimated useful 
lives for the purpose of computing depreciation expense moving forward. 
 
b) Please provide a list of detailed asset service lives and identify all exceptions from the 
Typical Useful Lives (“TUL”) in the Kinectrics Report and provide detailed justification 
for using service lives that are different from the TULs in the Kinectrics Report. 
 
Response: 
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Please see table below.   
 

 

Poles: 
 
Norfolk Power’s poles are a mixture of wood and concrete with the majority of the poles in the 
system being wood.   Hence, Norfolk has adopted the TUL for wood poles (45 years) as the 
IFRS amortization period for this component.  
 
Pad Mounted Transformers: 
 

USoA/Sub Kinectrics
Account Description IFRS Min, Typ, Max

1805 Land - Distribution Plant N/A N/A
1806 Land Rights - Distribution Plant N/A N/A
1808 Transformer Station Building 50 50-75
1815 Station DC System 20 10, 20, 30
1815 Power Transformers 45 30, 45, 60
1815 Station Switchgear 40 30, 40, 60
1820 Distribution Station Equipment 20 10, 20, 30
1830 POLES - Wood/Concrete 45 Wood 35, 45, 75,  Concrete 50, 60, 80
1835 O/H Conductors & Devices - OH Conductors Primary 60 50, 60, 75
1840 U/G Conduit - Ducts 50 30, 50, 85
1845 U/G Conductors & Devices UG Primary Cables 30 25, 30, 35
1850 Pad-Mounted Transformers 35 25, 40, 45
1850 OH Transformers & Voltage Regulators 40 30, 40, 60
1855 Services - Secondary Cables - Direct Buried/Other (inc. OH) 40 20, 35, 40
1860 Other Meters, PT's & CT's 30 25-35
1860 Smart Meters 10 5-15
1905 Land - General Plant N/A N/A
1908 Service Centre Building 50 50-75
1910 Lease Improvements - Hunt Street 10 Lease Dependent
1915 Office Equipment 10 5-15
1920 Computer Hardware 4 3-5
1925 Smart Meter - Software 5 2-5
1925 Computer Software 5 2-5
1930 Transportation Equipment - Passenger Vehicles/Small Trucks 7 5-10
1930 Transportation Equipment - Bucket Trucks 15 5-15
1935 Stores Equipment 10 5-10
1940 Tools & Garage Equipment 10 5-10
1945 Measurement & Testing Equipment 5 5-10
1955 Communications Equipment 5 2-10
1960 Miscellaneous Equipment 5 5-10
1980 SCADA 20 10, 20, 30
1995 Contributed Capital 25 Asset Dependent
2005 Property Under Capital Lease 10 Lease Dependent
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Norfolk has no network transformers, only pad-mounted and a few submersible transformers.  
Since the underground system is not typically overloaded, there have been limited switching 
issues or cable faults. Norfolk has selected a Typical Useful Life (35 years) as the average of the 
Min and Max useful lives as set out in the Kinectrics Report ((25 + 45)/2 = 35).   
 

Services – Secondary Cables – Direct Buried/Other (inc. OH): 
 
Norfolk has no PILC cable but has both direct and in duct cabling, the majority of which is direct 
buried.  Norfolk has not had significant problems with direct buried lines.  In duct, cable has only 
been used since 2000 and there is limited data on the typical useful life.  Secondary overhead and 
underground cables estimated to last the same amount of time.  There have been few faults on 
underground cable which suggests that the typical useful life should be greater than what the 
Kinectrics report identified.  Norfolk has selected 40 years for the IFRS amortization period for 
this component. 
 
c) For the bridge and test years, please provide a breakdown of the components of the 
underlying PP&E assets (i.e. pool assets is not permitted), including gross capital cost and 
accumulated depreciation values, revised useful lives, and the calculation of the 
depreciation expense based on revised service lives. 
 
Response: 
 
Please refer to Norfolk’s response to Energy Probe Interrogatory #25. 
 
d) Please confirm that significant parts or components of each item of PP&E are being 
depreciated separately. 
 
Response:  
 
Norfolk confirms that significant parts or components of each item of PP&E are being 
depreciated separately.   
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18. Ref: Exhibit 4/Tab 4/Sch 2 
 
Table 4.2 presents the IFRS Amortization Expense USoA account for both 2011 and 2012 
but does not provide details of how this was calculated. Please provide information based 
on Appendix 2M for 2011 MIFRS. 
 
Response: 
 
Norfolk would like to note that its IFRS amortization calculations involve a complex system of 
equations which are not easily replicated in a word document. 
 
Norfolk has provided tables similar to the depreciation calculation tables found in the Chapter 2 
Filing Requirements “Appendix B” excel file. Norfolk has used an “Average Estimated 
Remaining Useful Life” as the IFRS amortization period for the purpose of showing calculations 
in table format. As this method is not “perfect”, there are several anomalies which have been 
explained where applicable. Please find those tables below.  
 

 

BOARD STAFF - IR 18

Year: 2011 MIFRS

Opening 
Balance

Less Fully 
Depreciated1

Net for 
Depreciation Additions Total for 

Depreciation

 Average 
Remaining Life of 
Opening Balance 

Years Depreciation 
Rate

Depreciation 
expense on 

opening

Depreciation 
Expense on 
Additions

Total Depreciation 
Expense (MIFRS)

Depreciation 
Expense Per

(a) (b) (c) = (a) - (b) (d) (e) = (c) + ½ x (d) 2  (i) (f) (g) = 1 / (f) (j)=(a)/(i) (h)=(d)/(f)/2 (k)=(j)+(h)

Continuity 
Schedule 

(Table 5.1 of 
Exh 2/Tab 5/ 
Schedule 1)

Variance 
(Immaterial)

1730 Transmission Plant 2,193.75$          2,193.75$         -$                2,193.75$              22.00                     25.00      4.0% 99.72$             -$                   99.72$                   99.72$             99.72$          
1805 Land 391,259.39$      391,259.39$      -$                391,259.39$           -                        -         
1806 Land Rights 302,784.48$      302,784.48$      1,000.00$        303,284.48$           -                        -         
1808 Transformer Station Building 1,439,503.08$    1,439,503.08$   -$                1,439,503.08$        43.47                     50.00      2.0% 33,114.86$      -$                   33,114.86$             33,111.95$       2.91-$            
1815 Power Transformers 5,136,797.68$    5,136,797.68$   -$                5,136,797.68$        41.36                     45.00      2.2% 124,197.24$     -$                   124,197.24$           124,188.54$     8.69-$            
1815 Station Switchgear 2,708,365.71$    2,708,365.71$   -$                2,708,365.71$        36.34                     40.00      2.5% 74,528.50$      -$                   74,528.50$             74,521.60$       6.90-$            
1815 Station DC System 540,639.08$      540,639.08$      -$                540,639.08$           16.13                     20.00      5.0% 33,517.61$      -$                   33,517.61$             33,519.66$       2.04$            
1820 Distribution Station Equipment 2,404,513.58$    2,404,513.58$   65,131.00$      2,437,079.08$        15.24                     20.00      5.0% 157,802.37$     3,256.55$           161,058.92$           161,058.80$     0.12-$            
1830 OH Poles (Fully Dressed) 13,659,081.90$  13,659,081.90$ 1,038,945.00$  14,178,554.40$      35.60                     45.00      2.2% 383,682.08$     11,543.83$         395,225.91$           395,240.46$     14.55$          
1835 OH Line Switch 1,942,630.98$    1,942,630.98$   165,551.27$     2,025,406.61$        33.10                     40.00      2.5% 58,689.76$      2,069.39$           60,759.15$             60,764.09$       4.94$            
1835 OH Conductors - Primary 6,718,139.59$    6,718,139.59$   572,520.73$     7,004,399.96$        53.22                     60.00      1.7% 126,233.36$     4,771.01$           131,004.37$           131,008.57$     4.20$            
1840 UG Conduits 2,503,558.32$    2,503,558.32$   191,050.00$     2,599,083.32$        42.94                     50.00      2.0% 58,303.64$      1,910.50$           60,214.14$             60,211.21$       2.93-$            
1845 UG Primary Cables 4,923,360.84$    4,923,360.84$   336,943.00$     5,091,832.34$        23.06                     30.00      3.3% 213,502.20$     5,615.72$           219,117.92$           219,158.00$     40.07$          
18501 OH Transfomers & Voltage Regulators 2,763,736.56$    2,763,736.56$   784,127.00$     3,155,800.06$        33.70                     40.00      2.5% 82,009.99$      9,801.59$           91,811.57$             91,802.80$       8.77-$            
18502 Pad-Mounted Transfomers 2,508,140.89$    2,508,140.89$   -$                2,508,140.89$        30.22                     35.00      2.9% 82,996.06$      -$                   82,996.06$             83,000.81$       4.75$            
1855 Secondary Cables (UG & OH) 2,258,010.15$    2,258,010.15$   232,828.00$     2,374,424.15$        35.25                     40.00      2.5% 64,057.03$      2,910.35$           66,967.38$             66,958.42$       8.95-$            
1860 Residential Meters (Stranded) 914,164.13$      914,164.13$      -$                914,164.13$           17.09                     25.00      4.0% 53,491.17$      -$                   53,491.17$             53,492.72$       1.55$            
1860 Wholesale/Interval Meters 307,216.17$      307,216.17$      22,140.46$      318,286.40$           17.09                     25.00      4.0% 17,976.37$      442.81$              18,419.18$             18,419.70$       0.52$            
1860 Other meters (CTs &PTs) 560,616.05$      560,616.05$      40,385.54$      580,808.82$           22.32                     30.00      3.3% 25,117.21$      673.09$              25,790.30$             25,794.15$       3.85$            
1860 Smart Meters -$                  -$                 -$                      15.00      6.7% -$                       -$                 -$             
1905 Land 243,635.89$      243,635.89$      -$                243,635.89$           -         0.0% -$                       -$                 -$             
19801 Building - Service Centre 1,461,862.58$    1,461,862.58$   10,000.00$      1,466,862.58$        14.47                     50.00      2.0% 101,027.13$     100.00$              101,127.13$           101,096.77$     30.36-$          
19802 Building - Pond Street Storage 4,683.16$          4,683.16$         -$                4,683.16$              17.00                     25.00      4.0% 275.48$           -$                   275.48$                  275.48$            -$             
1910 Leasehold Improvements - Hunt St 2,313.94$          2,313.94$         -$                2,313.94$              3.54                      10.00      10.0% 653.66$           -$                   653.66$                  653.98$            0.32$            
1915 Office Equipment 58,409.10$        58,409.10$        15,000.00$      65,909.10$             4.15                      10.00      10.0% 14,074.48$      750.00$              14,824.48$             15,567.59$       743.11$        
1920 Computer Hardware 159,156.30$      159,156.30$      30,000.00$      174,156.30$           2.68                      4.00       25.0% 59,386.68$      3,750.00$           63,136.68$             63,094.60$       42.08-$          
1925 Computer Software 122,771.25$      122,771.25$      27,000.00$      136,271.25$           3.52                      5.00       20.0% 34,878.20$      2,700.00$           37,578.20$             37,574.00$       4.20-$            

1925-1 Computer Software - Smart Meters -$                  -$                 -$                      5.00       20.0% -$                   -$                       -$                 -$             
1930 Vehicles - Bucket Trucks 392,326.64$      392,326.64$      440,000.00$     612,326.64$           8.53                      15.00      6.7% 45,993.74$      14,666.67$         60,660.41$             60,681.49$       21.07$          
1930 Vehicles - Other 83,780.54$        83,780.54$        -$                83,780.54$             3.85                      7.00       14.3% 21,761.18$      -$                   21,761.18$             21,769.77$       8.59$            
1935 Stores Equipment 14,447.41$        14,447.41$        -$                14,447.41$             3.62                      10.00      10.0% 3,991.00$        -$                   3,991.00$               3,990.39$         0.61-$            
19400 Tools & Garage Equipment 118,167.29$      118,167.29$      35,000.00$      135,667.29$           4.17                      10.00      10.0% 28,337.48$      1,750.00$           30,087.48$             30,090.13$       2.65$            
19401 Recloser Shop Tools & Equipment 15,251.71$        15,251.71$        -$                15,251.71$             7.00                      10.00      10.0% 2,178.82$        -$                   2,178.82$               2,178.82$         -$             
1945 Measurement & Testing Equipment 70,554.12$        42,514.43$        28,039.69$        -$                28,039.69$             5.53                      5.00       20.0% 12,758.43$      -$                   12,758.43$             12,761.93$       3.50$            
19550 Communication Equipment 51,871.94$        13,132.76$        38,739.18$        8,000.00$        42,739.18$             2.25                      5.00       20.0% 23,054.20$      800.00$              23,854.20$             23,865.70$       11.50$          

1980/19801 Scada 844,439.20$      844,439.20$      212,761.00$     950,819.70$           16.00                     20.00      5.0% 52,777.45$      5,319.03$           58,096.48$             58,080.78$       15.70-$          
1960 Miscellaneous Equipment 299,191.96$      33,856.92$        265,335.04$      -$                265,335.04$           3.00                      5.00       20.0% 99,730.65$      -$                   99,730.65$             99,699.41$       31.24-$          
2005 Property under Capital Assets 4,015.44$          4,015.44$         -$                4,015.44$              4.00                      10.00      10.0% 1,003.86$        -$                   1,003.86$               1,003.86$         -$             
1995 Contributed Capital 6,541,681.20-$    6,541,681.20-$   861,340.00-$     6,972,351.20-$        various 193,817.32-$           193,817.32-$     

Total 49,389,909.59$  89,504.11$        49,300,405.48$ 3,367,043.00$  50,983,926.98$      2,091,201.59$  72,830.53$         1,970,214.79$         1,970,918.56$   803.48$        

Subtotal Depreciation Expense (Before Allocations) in Table 5.1 1,970,919.00$   

DIFFERENCE -$                 

Appendix 2-M
Depreciation and Amortization Expense

Account Description
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Year: 2012 MIFRS

Opening 
Balance

Less Fully 
Depreciated

Net for 
Depreciation Additions Total for 

Depreciation

Years 
(New 

Additions 
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Depreciation 
Rate

Depreciation 
Expense (MIFRS)

Depreciation 
Expense Per

(a)
or Other 

Adjustments (b) (c) = (a) - (b) (d) (e) = (c) + ½ x (d) 2 (f) (g) = 1 / (f)
(h) =2011 depn 

+(d)/(f)

Continuity 
Schedule (Table 

5.2, Exh 2/Tab 
5/Sch 1) Variance

Note to Explain 
Variances If 
Applicable

1730 Transmission Plant 2,193.75$         2,193.75$         -$                2,193.75$              25.00       4.0% 99.72$                   99.72$                -$             
1805 Land 391,259.39$      391,259.39$      -$                391,259.39$           -           -$                   -$             
1806 Land Rights 303,784.48$      303,784.48$      -$                303,784.48$           -           -$                   -$             
1808 Transformer Station Building 1,439,503.08$   1,439,503.08$   -$                1,439,503.08$        50.00       2.0% 33,114.86$             33,111.95$          2.91-$            
1815 Power Transformers 5,136,797.68$   5,136,797.68$   -$                5,136,797.68$        45.00       2.2% 124,197.24$           124,188.54$        8.69-$            
1815 Station Switchgear 2,708,365.71$   2,708,365.71$   -$                2,708,365.71$        40.00       2.5% 74,528.50$             74,521.60$          6.90-$            
1815 Station DC System 540,639.08$      540,639.08$      -$                540,639.08$           20.00       5.0% 33,517.61$             33,519.66$          2.04$            
1820 Distribution Station Equipment 2,469,644.58$   2,469,644.58$   245,564.00$     2,592,426.58$        20.00       5.0% 167,198.02$           167,197.90$        0.12-$            
1830 OH Poles (Fully Dressed) 14,698,026.90$ 14,698,026.90$ 1,306,399.00$  15,351,226.40$      45.00       2.2% 421,285.29$           421,299.84$        14.55$          
1835 OH Line Switch 2,108,182.24$   2,108,182.24$   185,270.80$     2,200,817.64$        40.00       2.5% 65,144.42$             63,079.98$          2,064.45-$     1
1835 OH Conductors - Primary 7,290,660.32$   7,290,660.32$   640,716.20$     7,611,018.42$        60.00       1.7% 141,114.68$           136,347.87$        4,766.80-$     2
1840 UG Conduits 2,694,608.32$   2,694,608.32$   89,296.00$      2,739,256.32$        50.00       2.0% 63,017.60$             63,014.67$          2.93-$            
1845 UG Primary Cables 5,260,303.84$   5,260,303.84$   181,271.00$     5,350,939.34$        30.00       3.3% 227,754.82$           227,794.90$        40.07$          

18501 OH Transfomers & Voltage Regulators 3,547,863.56$   3,547,863.56$   850,097.00$     3,972,912.06$        40.00       2.5% 112,239.37$           112,230.60$        8.77-$            
18502 Pad-Mounted Transfomers 2,508,140.89$   2,508,140.89$   -$                2,508,140.89$        35.00       2.9% 82,996.06$             83,000.81$          4.75$            
1855 Secondary Cables (UG & OH) 2,490,838.15$   2,490,838.15$   334,860.00$     2,658,268.15$        40.00       2.5% 74,063.48$             74,054.52$          8.95-$            
1860 Residential Meters (Stranded) 914,164.13$      914,164.13$      -$                 -$                -$                      25.00       4.0% -$                       -$             
1860 Wholesale/Interval Meters 329,356.63$      329,356.63$      110,036.58$     384,374.92$           25.00       4.0% 21,062.72$             21,063.24$          0.52$            
1860 Other meters (CTs &PTs) 601,001.60$      601,001.60$      200,713.43$     701,358.31$           30.00       3.3% 29,808.62$             29,812.46$          3.85$            
1860 Smart Meters 2,734,702.85$   2,734,702.85$   2,734,702.85$        8.51         11.8% 321,351.69$           321,401.00$        49.31$          3
1905 General Plant Land 243,635.89$      243,635.89$      -$                243,635.89$           -           0.0% -$                       -$                   -$             

19801 Building - Service Centre 1,471,862.58$   1,471,862.58$   -$                1,471,862.58$        14.47       6.9% 101,227.13$           101,196.77$        30.36-$          
19802 Building - Pond Street Storage 4,683.16$         4,683.16$         -$                4,683.16$              25.00       4.0% 275.48$                  275.48$              -$             
1910 Leasehold Improvements - Hunt St 2,313.94$         2,313.94$         -$                2,313.94$              10.00       10.0% 653.66$                  653.98$              0.32$            
1915 Office Equipment 73,409.10$        73,409.10$        15,500.00$      81,159.10$             10.00       10.0% 16,349.48$             13,789.65$          2,559.83-$     4
1920 Computer Hardware 189,156.30$      189,156.30$      40,000.00$      209,156.30$           4.00         25.0% 71,886.68$             93,720.48$          21,833.80$    5
1925 Computer Software 149,771.25$      149,771.25$      142,500.00$     221,021.25$           5.00         20.0% 54,528.20$             47,211.48$          7,316.72-$     6

1925-1 Computer Software - Smart Meters 287,612.28$      287,612.28$      287,612.28$           2.83         35.3% 101,629.78$           101,593.49$        36.29-$          7
1930 Vehicles - Bucket Trucks 832,326.64$      832,326.64$      40,000.00$      852,326.64$           15.00       6.7% 76,660.41$             76,681.49$          21.07$          
1930 Vehicles - Other 83,780.54$        83,780.54$        -$                83,780.54$             7.00         14.3% 21,761.18$             21,769.77$          8.59$            
1935 Stores Equipment 14,447.41$        14,447.41$        -$                14,447.41$             10.00       10.0% 3,991.00$               3,107.49$           883.51-$        8

19400 Tools & Garage Equipment 153,167.29$      153,167.29$      28,000.00$      167,167.29$           10.00       10.0% 33,237.48$             28,780.01$          4,457.47-$     9
19401 Recloser Shop Tools & Equipment 15,251.71$        15,251.71$        -$                15,251.71$             10.00       10.0% 2,178.82$               2,178.82$           -$             
1945 Measurement & Testing Equipment 28,039.69$        28,039.69$        -$                28,039.69$             5.00         20.0% 12,758.43$             9,771.76$           2,986.67-$     10

19550 Communication Equipment 46,739.18$        46,739.18$        53,000.00$      73,239.18$             5.00         20.0% 29,954.20$             22,088.50$          7,865.70-$     11
1980/19801 Scada 1,057,200.20$   1,057,200.20$   89,296.00$      1,101,848.20$        20.00       5.0% 65,647.90$             65,632.20$          15.70-$          

1960 Miscellaneous Equipment 265,335.04$      265,335.04$      -$                265,335.04$           5.00         20.0% 99,730.65$             88,879.36$          10,851.29-$    12
2005 Property under Capital Assets 4,015.44$         4,015.44$         -$                4,015.44$              10.00       10.0% 1,003.86$               1,003.86$           -$             
1995 Contributed Capital 7,403,021.20-$   7,403,021.20-$   652,000.00-$     7,729,021.20-$        various 205,507.14-$           205,507.14-$        -$             

Total 55,689,763.61$ 914,164.13$      54,775,599.49$ 3,900,520.01$  56,725,859.49$      2,480,461.87$         2,458,566.69$     21,895.18-$    

Subtotal Depreciation Expense (Before Allocations) in Table 5.2  $    2,458,567.00 
DIFFERENCE  $                    -   

Notes to Explain Variances:

1 2012 depreciation for 2011 additions was calculated as 1/2 the depreciation amount in error
2 2012 depreciation for 2011 additions was calculated as 1/2 the depreciation amount in error
3 average remaining useful life used since smart meters have been purchased over several years - actual useful life is 15 years (for new additions)
4 2002 additions have become fully depreciated so no depreciation is taken in 2012
5 2012 depreciation calculation error
6 depreciation on 2011 additions was calculated as 0 in error, depreciation should have been$ 5,400
7 average remaining useful life used since smart meter software has been purchased over several years - actual useful life is 5 years (for new additions)
8 2002 additions have become fully depreciated so no depreciation is taken in 2012
9 2002 additions have become fully depreciated so no depreciation is taken in 2012
10 2007 additions have become fully depreciated so no depreciation is taken in 2012
11 2007 additions have become fully depreciated so no depreciation is taken in 2012
12 2007 additions have become fully depreciated so no depreciation is taken in 2012

Appendix 2-M
Depreciation and Amortization Expense

Account Description
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19. Ref: Exhibit 4/Tab 4/Sch 2 
 
a) Please provide a summary of the changes to Norfolk Power’s accounting policies 
(including capitalization) made since Norfolk Power’s last cost of service rate filing. 
 
Response:  

In 2010 Norfolk changed to the half year rule for the amortization of new assets.  This change 
reflected the 2008 cost of service application in which rates were based on the half year rule.   
 
Other changes to accounting policies are related to IFRS and are fully described in the 
interrogatories above and in the following Appendices: 
 
Appendix 3 Conclusion Document IAS 16 PPE Burdens Board Staff IR 11c 
Appendix 4 Borrowing Costs Board Staff IR 11g 
Appendix 5 Asset Retirement Obligations Board Staff IR 13, 13c 
Appendix 6 Depreciation – Amortization Policy Board Staff IR 19b 
 
b) Please provide a copy of Norfolk Power’s depreciation/amortization policy or a 
summary of the depreciation practices followed and used in preparation of this application. 
 
Response: 
  
Please see Appendix 6 Depreciation – Amortization Policy Board Staff IR 19b.   
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Capital Expenditures 
 
20. Ref: Exhibit 2/Tab 3/Sch 2/p.41 
 
Norfolk Power provides a summary of the 2011 projects related to the GEA. Please provide 
a current year-to-date update to these GEA related investments. Will all of these projects 
come into service by the end of 2011? If not, will the GEA related plans for 2012 be 
affected? 
 
Response: 
 
Please see the table below regarding the 2011 year to date GEA related investments. 

Generator 
Capacity  

2011 GEA 
Plan 

Estimated 
Connections 

Connections 
(as of Nov. 

18, 2011) 
Costs Capital 

Contributions 

Capacity 
Connected 

(kW) 

≤10kW 50 22 $27,000* $28,715 220 
>10kW to 

250kW 
6 

1 $41,440 $76,050 100 
>250kW 2 0 $155,358 $228,175 0 

* Excludes transformer costs 

It is expected that some of the FIT projects originally slated for connection in 2011 will now 
occur in 2012.  Carryover of these projects should not affect Norfolk Power’s ability to proceed 
with planned 2012 projects. 
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21. Ref: Exhibit 2/Tab 3/Sch 2/p. 49 & p. 61 

 
Norfolk Power’s capital budget for 2011 and 2012 includes $303,000 for Subdivision 
Development in each year. For 2011 the evidence indicates that the “specifics are 
unknown” and for 2012 it indicates that “approximately 180 new lots are anticipated”. Can 
Norfolk Power provide additional analysis and information on how this budget was 
developed for 2011 and 2012 and how much of this cost is to be recovered from capital 
contributions? 
 
Response: 

For 2012, Norfolk Power has used a “bottom up” estimate to calculate subdivision costs based on 
a recent historical per lot basis of $1,683/lot.  Due to fluctuating economic conditions and a 
change in senior staff, Norfolk Power cannot provide additional analysis for the 2011 and 2012 
figures.   
 

Year 2008 2009 2010 2011 2012 
Total Costs $104,883 $358,166 $276,359 $303,000* $303,000* 
Capital Contributions $70,000 $143,000 $234,000 $258,000* $258,000* 

* Estimated 
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22. Ref: Exhibit 2/Tab 3/Sch 2 
 
Norfolk Power’s capital contributions fluctuate significantly from 2008 to 2012.  How does 
Norfolk Power forecast capital contributions for 2011 and 2012 and how does this forecast 
relate to the forecast customer additions in the Load Forecast? 
 
Response:   

The 2012 contributed capital is based on the historical contributed capital as a percentage of 
the expenses it was contributed for, namely conduit, UG Conductor, Transformers and 
Services.  In reviewing actual contributions in the past, contributions averaged 40% of these 
expenses.  In 2012 40% of the budgeted amounts expenses was used to estimate contributed 
capital.  The table below summarizes the calculations involved.   

 
 

 
 

 
In regards to the $819,501 of contributed capital in 2010 it is noted that $208,079 of this 
amount was for unusual projects that are not budgeted for in 2012.  In addition the $861,000 
of contributed capital in 2011 includes $351,340 for the connection of a RESOP generator 
(Identified as project 13 under the 2011 capital projects), which is not budgeted to reoccur in 
2012.   
 

Contributions are not just for new customer additions and therefore the forecast does not tie 
directly to the Load Forecast.  In addition to new customers, contributions are also received 
for service upgrades and subdivision development.    

2008 2009 2010 Total 2011 2012
Actual Actual Actual 2008 Bridge Test

2009
2010

Contributed Capital 331,461 531,414 819,501 1,682,376 861,000 652,000

Expenses:
Conduit 54,312 312,485 160,330 527,127 220,000 100,000
UG Conductor 176,668 515,163 255,331 947,162 388,000 203,000
Transformers 741,072 421,377 744,522 1,906,971 865,000 952,000
Services 285,341 277,123 271,076 833,540 266,000 375,000
Total Expenses 1,257,393 1,526,148 1,431,259 4,214,800 1,739,000 1,630,000

Contributions as a Percentage of 
Expense 26% 35% 57% 40% 50% 40%
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23. Ref: Exhibit 2/Tab 3/Sch 2/p. 64, p. 53 & p. 37 
 
Norfolk Power has budgeted $40,000 for the purchase of a new pick-up truck in 2012, in 
addition to $440,000 for various vehicles in 2011 and $76,000 in 2010.  This follows quite 
low vehicle expenditures in 2008 and 2009. 
 

a) Why were vehicle expenditures so low in 2008 and 2009? 
 
Response: 

In 2008 and 2009, Norfolk Power determined that the vehicles in use did not need replacement at 
that time and as a result no significant expenditures were made. 
 
 
b) Please provide a summary of the current Norfolk Power vehicle fleet, including vehicle 
vintage, value and condition. 
 
Response: 
 
Condition is based on overall assessment of the vehicle considering factors such as mechanical 
condition, body and frame condition, repair costs and frequency, and age.  
 
Please see table below showing Norfolk Power’s fleet: 
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Make Vehicle Unit Number & Description Year Condition
Net Book 

Value

FORD Unit # 2 - Pickup - 1999 Ford 1999 fair -$        
(UNIT 2 - WEIGHT RE-REGISTERED Mar 2007)

DODGE Unit # 7 - Pickup - 2002 Dodge 3/4 ton 2002 fair -$        

CHEV Unit # 8 - Pickup - 2007 GMC Sierra Extended Cab 2007 excellent 2,515$     

CHEV Unit # 9 - Pickup - 2007 GMC Sierra Extended Cab 2007 Excellent 2,515$     

CHEV Unit # 10 - Pickup - 2003 Chev Sierra 2003 Good -$        

GMC Unit # 11 - 2003 GMC Sierra SL 4x4 Ext Cab 2003 Good -$        

CHEV Unit # 15 - 2005 Chev Silverado 4x4 Ext Cab 2005 Good -$        

CHEV Unit # 16 - 2005 Chev Silverado 4x4 Ext Cab 2005 Good -$        

CHEV Unit # 17 - 2006 Chev Sivlerado 4x4 Ext Cab 2006 Good -$        

GMC Unit # 18 - 2011 GMC Sierra 4x4 Ext Cab 2011 Excellent 20,749$   

CHEV Unit # 19 - 2011 Chev Silverado 4x4  Crew Cab 2011 Excellent 28,606$   

CHEV Unit # 22 - Meter Van - 2002 Ford 2002 Fair -$        

CHEV Unit # 23 - Van - Chev Venture Cargo 2003 2003 Fair -$        

CHEV Unit # 24 - Van - 2004 Chev Savannah Cargo 2004 Fair -$        

CHEV Unit # 28 - Car - Chev Cobalt Sedan 2006 Fair -$        

INTERNATIONAL Unit #32 - Hiab Crane Work Platform - 2001 International 2001 good 19,930$   

FORD Unit #42 - Radial Boom Digger Derrick- 1992 Ford 1992 poor -$        
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Make Vehicle Unit Number & Description Year Condition
Net Book 

Value

INTERNATIONAL Unit # 43 - Radial Boom Digger Derrick 2006 International 2006 Good 89,758$   

FREIGHTLINER Unit # 53 - Single Bucket Aerial Device -  2002 Freightliner 2002 Fair -$        

FREIGHTLINER Unit # 54 - Single Bucket Aerial Device - 2004 Freightliner 2004 good 11,482$   

FREIGHTLINER Unit # 55 - Single Bucket Aerial Device - 2011 Freightliner 2011 Excellent 272,126$ 

FREIGHTLINER Unit # 60 - Double Bucket Aerial Device- 1997 Freightliner 1997 Poor -$        

FREIGHTLINER Unit # 63 - Double Bucket Aerial Device - 2004 Freigthliner 2004 Good 16,940$   

TOYOTA Unit # 70 - Fork Lift (model 42-6FGU25) Good 7,500$     

RAYMOND Unit # 71 - Reach Truck (model 20R30TT) 1981 Good -$        

SAUBER Unit # 74 - Substation Recovery Trailer 2011 Excellent 50,154$   

JC Cat Unit # 75 - J.C Cat  - holds generator 2008 Excellent 33,881$   

THRUWAY Unit # 76 - Thruway Trailer - holds mobile substation 2008 Excellent 57,375$   

J.C. TRAILERS Unit # 77 - J.C Pole Trailer 2008 Excellent 12,029$   

MOFFAT Unit # 78 - Tandem Dump Trailer 2005 2005 Good 4,922$     

TJWL Unit # 80 - T.J. Welding Pole Trailer 1990 Good -$        

Brindle Unit # 81 - Brindle Reel Trailer 2009 Excellent 7,109$     

UTIL Unit # 83 - Equipment Trailer 1999 Fair -$        

TIMBERLAND Unit # 86 - Tension Stringing Machine 2003 Excellent -$        

HOME Unit # 87 - Spill Response Trailer 2003 Excellent -$        

JCTR Unit # 88 - J.C. Reel Trailer 2003 Good -$        
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c) Please provide Norfolk Power’s vehicle replacement policy. 
 
Response:  
 
At present, Norfolk Power does not have a formal vehicle replacement policy. Vehicles are used 
until issues arise with the mechanical operation, body and frame condition, or repair 
costs/frequency. 
 
 

d) Please provide a forecast of Norfolk Power’s proposed vehicle replacements in 2013, 
2014 and 2015, including reasons/rationale and please state if Norfolk Power intends to 
include Electric Vehicles as part of its vehicle replacement strategy. 
 
Response:  
 
Norfolk has summarized its projected vehicle replacements in the table below.  Each year 
Norfolk assesses the vehicle fleet for the need for replacement. Norfolk assesses the vehicles 
each year at budget time to determine if projected replacement is actually warranted.   
 

 
 
 
 
 Norfolk Power is not planning to use electric vehicles at this time. 
 
  

Replacement 
year Type

Repair Costs 
2007 - 2011

Estimated 
Market 
value Condition Km  Age at replacement

2012 van $7,673 $3,500 rust/no frame issues 120,010 10 years
2013 RBD $100,097 $12,000 lot of rust/frame issues 118,245 21 years
2013 pickup $7,061 $6,000 some rust 109,411 11 years
2014 van $8,920 $4,000 some rust 114,962 10 years
2014 Single Bucket $92,007 $40,000 rust/no frame issues 234,135 12 years
2014 Pickup $6,290 $7,000 rust/no frame issues 136,647 10 years
2015 Van $5,080 $4,000 some rust 76,586 12 years
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24. Ref: Exhibit 2/Tab 3/Sch 2 
   
Norfolk Power’s investments in SCADA grew from $9,995 and $4,572 in 2008 and 2009 
respectively to $550,000 in 2010, $245,000 in 2011 and $100,000 in 2012. Please provide 
Norfolk Power’s rationale for this significant increase in spending on SCADA over the past 
few years. 
 
Response: 
  
As part of Norfolk Power’s commitment to providing a safe, robust and reliable distribution 
system, a SCADA initiative commenced in 2004 to install telemetry at each of the Municipal 
Distribution Stations and Bloomsburg Transformer Station.   
 

In 2010, there was an opportunity to connect to 2 of the existing Municipal Stations via a secure 
and dedicated fibre optic cable, approximately 18.5km in length.  Norfolk Power coordinated this 
installation in conjunction with Norfolk County’s “Broadband for Norfolk” initiative and its 
provincial partner known as Ontario Ministry of Agricultural Food and Rural Affairs 
(OMAFRA).   Norfolk Power decided to take advantage of this one-time opportunity and pursue 
this initiative since OMAFRA would fund approximately 1/3 of the cost of the project 
($148,985).  
 

In 2011, Norfolk Power continued to expand its connection of SCADA interface points at each 
of its MS’s.  A total of 10 new points were planned for connection at various sites across the 
distribution network.  In addition, a redundant communication link was installed at Bloomsburg 
TS to facilitate emergency back-up requirements. 
 

 In 2012, Norfolk anticipates the connection of an additional 5 interface points through a 
combination of fibre, wireless and standard telephone connections. 
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25. Ref: Exhibit 2/Tab 3/Sch 2 
 
Norfolk Power’s investments in Pole Replacements have fluctuated over the past several 
years, with a considerable difference in per pole cost (simply dividing total cost by the 
number of poles replaced). In 2008 the per pole cost was $4,955, in 2009 $4,911 in 2010 
$4,971. For 2011 the cost escalates to $6,000 per pole and then back to $4,800 per pole for 
2012.  
 
Please provide an explanation and rationale for these fluctuating costs, particularly 
concerning the forecast for 2011 and 2012. 
 
Response: 
 
There was an error in the cost per pole in 2011. This cost should have been $5000/per pole. The 
forecast for pole replacements in 2011 has been revised to 50 poles at a total cost of $250,000.  
Please see reply to Energy Probe Interrogatory #10.     
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26. Ref: Exhibit 2/Tab 3/Sch 2/p.62 
 
Why has Norfolk Power not provided for any Transformer Purchases to Increase 
Transformers in Hand, in 2011 or 2012? Has Norfolk Power changed its policies on these 
transformers? 
 
Response: 
 
Prior to 2011 Norfolk’s budgeted projects did not include transformers and new transformers 
purchases were identified separately.  In 2011 Norfolk began including the transformers in each 
project budgeted.  Norfolk is not increasing the number of transformers held in inventory and 
therefore has no separately identified transformer purchases.   
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27. Ref: Exhibit 2/Tab 3/Sch 3/p.1 
 
Norfolk Power indicates that it did not have a formal asset management plan in the past 
but has filed the plan developed in 2010. Norfolk Power cautions that the plan is in its early 
development stage. What are Norfolk Power’s plans to improve the Asset Management 
Plan? Please provide an outline of the work to be undertaken on the Plan from 2011 to 
2014 to improve its usefulness to Norfolk Power. 
 
Response: 
 
Norfolk Power intends on improving the plan by developing quantitative categories for asset 
health incorporating system performance analysis.  This will enable Norfolk Power to 
quantitatively rate asset life and utilize risk assessment to further prioritize planned work.  The 
foundation of these improvements lies in the collection and organization of specific asset and 
performance attributes.  Norfolk Power is developing plans to gather this information in an 
efficient and effective manner by leveraging tools such as GIS and Engineering Analysis 
Software to aid in the development of medium (5 year) and long term (20-25 years) plans.  
Gathering of greater historical data should allow for better budgeting of reactive work.   
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28. Ref: Exhibit 2/Tab 3/Sch 3 
 
Norfolk Power shows that its level of capital expenditures will grow from $3.922 million in 
2011, to $4.641 million in 2012, to $4.954 million in 2013 and to $5.129 million in 2014. Does 
Norfolk Power foresee a period of lower capital spending in future years due to the 
consistently high levels of spending and consistent increases in these 4 years? 
 
Response: 
 
Along with the review of the Asset Management plan, Norfolk Power plans to develop a long 
term system plan that will enable responsible management of assets on a proactive basis while 
minimizing reactive replacement of failed assets.  Norfolk’s goal is to identify long term capital 
spending requirements and smooth expenditures as appropriate for given economic conditions.  
Review has not been completed beyond the 2014 forecast and it is therefore difficult for Norfolk 
Power to commit to a decrease in capital spending at this point in time.  Norfolk Power intends 
to continue employing a methodology of sensible capital spending while maintaining good 
system performance through responsible asset management. 
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29. Ref: Exhibit 2/Tab 3/Sch 5 
 
Norfolk Power provides its reliability statistics from 2007 to 2011. 
 
a) Please provide Norfolk Power’s reliability scores year-to-date for 2011. 
 

Response: 
 
Norfolk Power’s SAIDI and SAIFI based on 3rd quarter totals and include April 28th Windstorm 
 
YTD including Hydro One Loss of Supply 
   
SAIDI 3.496 
SAIFI 3.158 
 
YTD excluding Hydro One Loss of Supply 
 
SAIDI 4.032 
SAIFI 2.654 
 

b) Has Norfolk Power developed reliability targets for 2012? If so please provide these 
targets. 
 
Response: 

Reliability targets have not been set for 2012. This is normally done at the last Board meeting in 
December. 
 

c) As it appears that the reliability scores from 2007 to 2011 indicate a good record of 
service reliability, to what extent has Norfolk Power considered this in its capital spending 
plans? 
 
Response: 
 
Norfolk Power wishes to continue its good record of reliability and is striving to improve further 
through sustainable replacement of distribution assets.   As such, we have carefully assessed the 
need to replace assets through an analysis of “end of useful life” criteria.  Some assets are being 
replaced as “run to failure” occurs whereas the majority of assets are being systematically 
replaced through a prudent and planned process.   
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Asset Management Plan 

 
 
30. Ref: Exhibit 2/Appendix A – Asset Management Plan/p.12 
 
Norfolk Power indicates that it expects that all NPDI owned poles will have a unique ID 
assigned, be mapped onto the GIS system and have associated attribute and condition data, 
by the end of 2011. Has Norfolk Power met this goal by the end of 2011 and if not, when is 
this expected to be completed? How has this data contributed to the planed number of 
poles that are set for replacement in 2012? 
 
Response: 
 
By the end of 2011, Norfolk Power will have all ID’s assigned to poles, and captured attributes 
associated with these poles.  This data has not contributed to 2012 plans, however, moving 
forward it will assist in providing better information on deciding future pole replacements. 
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31. Ref: Exhibit 2/Appendix A – Asset Management Plan/p.32 
 
Norfolk Power indicates that vegetation management (tree trimming) is scheduled on a 4-
year and 7-year cycle for urban and rural service areas, respectively; but that Norfolk 
Power will in the future combine activities for both areas and scheduled on a 5-year cycle. 
 
a) Why has Norfolk Power decided to increase the frequency of tree trimming? 
 
Response: 
 
Norfolk has found that while on a 4 and 7 year cycle, additional tree trimming was required to 
keep up with growth.  A 5 year cycle will not increase expenses, (a small decrease is forecast for 
2012), but will allow for a systematic approach across the distribution territory.   
 
 
b) Why has Norfolk Power decided to combine both urban and rural areas in terms of 
frequency? 
 
Response: 
 
Norfolk’s territory is mostly rural, but spotted with several small urban areas throughout it.  
Power feeders run through both urban and rural areas.  To improve reliability on a feeder, it was 
determined that tree trimming the entire length of the feeder would prove more beneficial than 
completing only a portion from year to year.   
 
 
 
c) What evidence has Norfolk Power relied on to make this decision? 
 
Response: 
 
In changing to a combined cycle for urban and rural, Norfolk Power coordinates maintenance on 
a per feeder basis and eliminates back-tracking the same section of line for trimming, sometimes 
in consecutive years. In addition, as previously stated, the cost of a 5 year cycle is similar to 
current tree trimming expenses.   
 
 
d) Was a cost/benefit analysis performed? 
 
Response: 

There was no formal cost benefit plan completed.  However, total cost of tree trimming is 
expected to remain the same (small decrease forecasted for 2012) while benefits in planning and 
coordination with maintenance schedules are anticipated.  Also it is anticipated that Norfolk will 
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experience a reduction in outages due to a more thorough tree trimming plan.  Cost benefit will 
be reviewed moving forward as further data is collected. 
 
 
e) When will this increase in tree trimming take place? 
 
Response: 

Due to the condition of vegetation growth, Norfolk Power has for the past 4 years been tree 
trimming beyond the 4 and 7 year cycle. A standard 5-year cycle will begin in 2012.  
 

f) Is there an additional cost of moving to a 5 year cycle? 
 
Response: 
 
No additional costs are anticipated. 
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32. Ref: Exhibit 2/Appendix A – Asset Management Plan/p.38 
 
Norfolk Power indicates that a Feeder Analysis Report is produced and the 4 worst-
performing feeders are identified. Please provide a copy of this report and if not included 
in the report, provide an analysis of the feeder performance and how Norfolk Power 
addressed this performance in its plans for 2011 and 2012. 
 
Response: 
 
See attached 2010 and 2011 YTD worst performing feeder reports for the 27.6 kV feeders. The 
majority of the worst performing feeders involve animal contact and unknown causes which are 
addressed as part of the maintenance plan.  Animal guards are included in the 2012 maintenance 
budget to address this issue.   
 
Please see Appendix 7 Worst Performing Feeders Board Staff IR 32.  
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Green Energy Plan 

33. Ref: Exhibit 2/Appendix C – Green Energy Plan 

Please confirm that Norfolk Power is not seeking a prudence review of the GE Plan in this 
proceeding. If not seeking a prudence review, please provide the rationale for deferring this 
review until the next rebasing application. 
 

Response:  

Norfolk confirms it is not seeking a prudence review of its Green Energy Plan.   
 
In its original application, (Exhibit 9, Tab 6) Norfolk requested a Funding Adder based on its 
Green Energy Plan. The funding adder was based on the estimated costs to complete expansion 
and enabling projects to accommodate the number of applicants for microFIT and FIT 
generation.  Norfolk notes that the net cost of the projects has been less than originally 
anticipated.  In addition the timing of some projects has been delayed by applicants shifting 
capital spending to future years.  For these reasons, Norfolk requests to withdraw its application 
for a Funding Adder at this time.  Instead Norfolk proposes to return with a new Funding Adder 
application at a future time after it has further experience with these expenses to draw upon.   
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34. Ref: Exhibit 2/Appendix C – Green Energy Plan, p.2 & OPA Letter of Comment 
 
The statistics provided at page 2 of the Plan indicate that 155 microFIT and 14 FIT 
applications have been received. The OPA Letter of Comment indicates that: 
 
“The OPA has received 32 capacity allocation exempt FIT applications, 3 capacity 
allocation required FIT applications and 159 microFIT applications to NPDI’s system for a 
total of 33.59 MW of FIT applications and 1.546 MW of microFIT applications. At this 
time, 30 microFIT applications have been connected and 22 microFIT applications have 
been terminated (leaving a total of 1.0393MW of microFIT applications to be connected)”. 
 
a) Please reconcile the number of microFIT and FIT applications received by Norfolk 
Power and the OPA. 
 
Response: 
 
Norfolk Power reviewed the number of microFIT applications via a data export from the OPA’s 
microFIT LDC Admin web application at 15:00hrs on June 30, 2011.  The number of 
applications reported at that time was 155.  The OPA Letter of Comment states; 
 
“To date, the OPA has received 32 capacity allocation exempt FIT applications, 3 capacity 
allocation required FIT applications and 159 microFIT applications to NDPI’s system for a total 
of 33.59 MW of FIT applications and 1.546 MW of microFIT applications. At this time, 30 
microFIT applications have been connected and 22 microFIT applications have been terminated 
(leaving a total of 1.0393 MW of microFIT applications to be connected).”   
 
Norfolk Power is not certain which date the OPA is referencing in the statement above.  It is 
reasonable to believe that if the OPA reviewed the number of applications on a date later than 
June 30, 2011, four (4) additional applications (for a total of 159) could have been filed with the 
OPA.  As of November 7, 2011 there were 232 microFIT applications. 
 
With respect to the number of FIT applications, Norfolk Power reviewed the number of FIT 
applications via a data export from the OPA’s FAME web application at 15:10hrs on June 30, 
2011.  The number of applications reported at that time was 14.  Norfolk Power recognizes there 
was a reporting error and this number should have been stated as 15 including 12 capacity 
allocation exempt FIT applications and 3 capacity allocation required FIT applications.  As 
stated by the OPA in its conclusion section of the comment “the OPA notes that it has received 
some additional capacity allocation exempt FIT applications as noted above, which have not yet 
been posted on the FAME website”.  This is likely the cause of the discrepancy.  
 

b) Please comment on what appears to be a high termination rate for microFIT projects. 
 
Response: 
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Norfolk Power is not privy to the details of why applications are terminated by potential 
distributed generation customers. 
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35. Ref: Exhibit 2/Appendix C – Green Energy Plan/p.6 
 
With regard to the Board’s filing requirements Filing Requirements Distribution 
System Plans – Filing under Deemed Condition of Licence, issued March 25, 2010 [EB-
2009-0397], (the “Filing Requirements”) Part V, p.11 at Part V, Section 2, bullet point 4: 
 
“…the method and criteria that will be used to prioritize expenditures in accordance with 
the planned development of the system”. 
 
At page 6 of the Norfolk Power GE Plan, Norfolk Power states: 
 
“NPDI is in the process of standardizing its approach to connecting renewable 
generators to streamline the practice through standardized application forms, cost 
assessments and technical requirements documentation. This will help identify and simplify 
the process for potential generators to improve cost estimation accuracy and reduce the 
time from conception to connection.” 
 
a) Please provide the Board with Norfolk Power’s prioritization methodology. 
 
Response: 
 
Due to fact that connection of renewable generators is a regulatory requirement, Norfolk Power 
strives to meet applicant’s commercial operation dates and considers them a high priority. 
Projects are prioritized on a “first come, first served” basis as Norfolk Power is contacted by 
Generators and leads them through our connection process. 
 
b) Please indicate how the prioritization is applied to the projects identified for 
implementation in the coming 5 years. 
 
Response: 
 
Norfolk Power has not encountered any conflict with regards to prioritization of FIT or 
MicroFIT projects and intends on employing the “first come, first served” methodology for the 
foreseeable future.  
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36. Ref: Exhibit 2/Appendix C – Green Energy Plan 
 
At page 2 of the GE Plan, Norfolk Power indicates that it does not currently have capacity 
limitations on its feeders or at Bloomsburg MTS, but notes that, 
 
“…potential circumstances that could limit renewable generation connections include anti-
islanding measures on lightly loaded feeders, reverse power flow limitations, 
Transformer/Distribution Station thermal capacity and short circuit capacity”. 
 
Norfolk Power also states at page 6 that,  
 
”…the plan includes system expansions and enhancements necessary to safely connect 
renewable generators while maintaining power system quality expectations for existing 
load customers”. 
 
a) With regard to the Filing Requirements, Part IV, p.7, bullet #5 do present plans to 
connect renewable energy projects have any impacts on embedded distributors? 
 
Response: 
 
Present plans do not have any impacts on embedded distributors. 
 
b) Will the connection of renewable projects thus far identified in the GEA Plan have a 
significant impact on the Norfolk Power distribution system? If yes, will immediate 
upgrades be required, ie. in 2012? 
 
Response: 
 
Based on the current knowledge of renewable projects in Norfolk Power’s territory, some 
expansion upgrades are required, however, until detailed designs and applicable studies are 
completed this is limited to the estimates provided. 
 
 
c) Please expand Table 3.9 found at Exhibit 2/Tab 3/Sch2/p.56 to the remainder of the 5-
year planning horizon for the projects that have already been identified. Using the table 
below as a guide, please indicate the work that will be undertaken, and the feeder 
associated with it. 
 
Response: 
 
Please see tables below. 
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PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

6 Evans St 22M5 10-Nov-11 SYSTEM EXPANSION ACTIVITIES

Replacing a transformer to a large MVA size $25,000

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES Not Applicable

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

55 Donly Dr 22M5 31-Dec-11 SYSTEM EXPANSION ACTIVITIES Not Applicable

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES Not Applicable

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

227 Main St 10F1 31-Dec-11 SYSTEM EXPANSION ACTIVITIES Not Applicable

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES Not Applicable

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

510 Main St 22M1 Spring 2012 SYSTEM EXPANSION ACTIVITIES Not Applicable

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES Not Applicable

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

252 Power St 22M1 Summer 2012 SYSTEM EXPANSION ACTIVITIES

Replacing a transformer to a large MVA size $50,000

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES Not Applicable

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

1468 Hwy 6 BLM3 30-Jun-12 SYSTEM EXPANSION ACTIVITIES Not Applicable

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES Not Applicable
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d) Will system expansion/REI activities result in premature asset replacements? When 
applicable please give an estimate of the remaining useful life of the “replaceable” asset and 
indicate in each case whether there is a residual value. 
 
Response: 
 

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

Cloet Rd Sun 
Edison BLM3 Fall  2012 SYSTEM EXPANSION ACTIVITIES

Adding or upgrading capacitor banks to 
accommodate the connection of the connecting 
customer To be determined

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES

Modifications to, or the addition of, electrical 
protection equipment To be determined
The provision of protection against islanding 
(transfer trip or equivalent) To be determined

Tap-changer controls or relays To be determined

Replacing breaker protection relays To be determined

SCADA system design, construction and connection To be determined

Any other modifications/additions to allow for and 
accommodate 2-way electrical flows (reverse flows) To be determined

Communication systems to facil itate the connection 
of renewable energy generation facil ities To be determined

PROJECT FEEDER 

EXPECTED 
ONLINE DATE ACTIVITY COST ESTIMATE

UDI Pt Ryerse 
WindFarm 22M5 30-Jun-13 SYSTEM EXPANSION ACTIVITIES Not Applicable

RENEWABLE ENABLING IMPROVEMENTS ACTIVITIES

Modifications to, or the addition of, electrical 
protection equipment To be determined
The provision of protection against islanding 
(transfer trip or equivalent) To be determined

Bidirectional reclosers To be determined

Replacing breaker protection relays To be determined

SCADA system design, construction and connection To be determined

Communication systems to facil itate the connection 
of renewable energy generation facil ities To be determined
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Norfolk confirms that some known projects will require replacement of plant with remaining 
useful life.  Please see the following table. 
 
 

Project name 
Asset Useful Life 

Remaining 
Residual 

value 
6 Evans St 15 yrs $2,700 
252 Power St 18 yrs $3,500 
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37. Ref: Exhibit 2/Appendix C – Green Energy Plan 
 
The nature of the work to be undertaken by distributors to connect renewable generators 
has been classified within three categories, namely Connection, Expansion, and Renewable 
Enabling Improvement (“REI”); each giving rise to a different cost responsibility split 
between generators and distributors.  From figures shown on Page 3 of the Plan, will some 
generator connections require work in more than one category (as specified above)? 
 
Response: 
 
Norfolk confirms that some generator connections require work in more than one category. 
 
a) Please provide the statistics on Page 3 in terms of capacity units rather than “per 
connection”. 
 
Response: 
 
The current forecast for 2011 MicroFIT projects are based on the following: 

Estimated Offers to Connect Issued:  1000kW 
Estimated Generators Connected:  500kW (based on 50% of offers to connect) 
Estimated Basic Connection Charge per 10kW:  $1,266 
Estimated Expansion Cost per 10kW (limited to 30% Connected kW = 150kW):  $5,180 

(See Note 1. Below) 
Estimated Total Generator Connection Costs for 2011: $141,000 

 
Note 1:  Norfolk Power estimates that only 30% of the connections will require Expansions 
 
The current forecast for 2011 FIT projects (<=250kW) is based on the following: 

Estimated Capacity of Generators Connected:  500kW 
Estimated Basic Connection Charge per kW:  $64.00 
Estimated Expansion Cost per kW:  $28.00 
Estimated Total Generator Connection Costs for 2011: $46,000 

 
The current forecast for 2011 FIT projects (>250kW but <=10MW) is based on the following: 

Estimated Capacity of Generators Connected:  1000kW 
Estimated Enhancement Cost per kW:  $122.00 
Estimated Expansion Cost per kW:  $33.00 
Estimated Total Generator Connection Costs for 2011: $188,000 
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b) Please explain why expansion costs shown on page 3 for MicroFIT projects are limited 
to 30% of generator connections. (whereas the DSC provides for $90,000/MW relative to 
expansion costs). 
 
Response: 
 
To clarify, Norfolk Power estimated that only 30% of the estimated MicroFIT projects forecast 
would require expansions. 
 
c) In order to understand the amount of work involved, please complete the table below. 
 
Response: 
 
Please see table below. 
 

  Number of Projects per Category of Work 
  2011 2012 2013 2014 2015 2016 
Connection   

≤10kW 50 50 40 30 20 10 

>10kW to ≤250kW 6 6 5 5 4 3 

>250kW 2 4 3 2 2 1 
Expansion   
≤10kW 15 15 12 9 6 3 

>10kW to ≤250kW 6 6 5 5 4 3 

>250kW 2 4 3 2 2 1 
REI   

≤10kW 0 0 0 0 0 0 

>10kW to ≤250kW 0 0 0 0 0 0 

>250kW 0 2 1 1 0 0 
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d) To clarify cost responsibilities, please expand Table 3 on page 6 by completing the table below. 
 
Response: 
 
Please see table below. 
 

 
 
*Note that the 2011 Connection costs and associated Capital Contributions for generators 
>250kW were omitted from the submitted GEA Plan in error. 
  

2011 2012 2013 2014 2015 2016 2011 2012 2013 2014 2015 2016
Connection

≤10kW $63,000 $63,000 $51,000 $38,000 $25,000 $12,500 $63,000 $63,000 $51,000 $38,000 $25,000 $12,500

>10kW to ≤250kW $32,000 $32,000 $28,000 $28,000 $23,000 $16,000 $32,000 $32,000 $28,000 $28,000 $23,000 $16,000

>250kW $39,000 $92,000 $60,000 $39,000 $39,000 $15,000 $39,000 $92,000 $60,000 $39,000 $39,000 $15,000
Expansion
≤10kW $78,000 $78,000 $62,000 $47,000 $31,000 $15,500 $64,500 $64,500 $51,200 $38,900 $25,600 $12,800

>10kW to ≤250kW $14,000 $14,000 $10,000 $10,000 $8,000 $7,000 $0 $0 $0 $0 $0 $0

>250kW $66,000 $585,000 $296,000 $294,000 $51,000 $30,000 $0 $10,000 $10,000 $0 $0 $0
REI

≤10kW $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

>10kW to ≤250kW $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

>250kW $122,000 $155,000 $105,000 $83,000 $0 $0 $0 $0 $0 $0 $0 $0

Expected CAPEX Expected Capital Contribution
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38. Ref: Exhibit 2/Appendix C – Green Energy Plan & 
Exhibit 9/Tab 6/Sch 1/p.3 
 
OM&A costs associated with the implementation of the GE Plan are not reflected in 
Norfolk Power’s application. 
 
a) Please confirm that no additional human resources will be required to implement the GE 
Plan. 
 
Response: 
 
Norfolk has attempted to implement the GE Plan without increasing staff.  However, the amount 
of time required to complete these projects is significant to our engineering department to such 
an extent that Norfolk is re-evaluating its plan and may need to hire an additional Technologist.   
 
 
b) Please indicate what OM&A expenditures, if any, will be associated with the capital 
expenditures at Table 3. 
 
Response: 
 
At this point in time expenses have been related to the initial connection of these generators and 
OM&A expenditures have not been fully developed and are currently unknown. 
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39. Ref: Exhibit 9/Tab6/Sch1/p.2/Table 6.1Renewable Capital Investment If applicable, 
please use any revised CAPEX figures to re-evaluate overall connection cost responsibilities 
and derive the subsequent direct benefits accruing to Norfolk Power ratepayers. 
 
In addition, if applicable, please use revised CAPEX & OM&A figures and provide an 
adjusted estimate of the funding adders. 
 
Response:  
 
This question is no longer applicable as Norfolk has requested to withdraw its funding adder 
application.  
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Smart Grid 
 
40. Ref: Exhibit 2/Appendix C – Green Energy Plan 
 
The Norfolk Power GE Plan appears to focus exclusively on the connection of renewables 
with no Smart Grid related expenditures. The Filing Requirements Distribution System 
Plans – Filing under Deemed Condition of Licence, issued March 25, 2010 [EB-2009-0397], 
Part V, p.18 presently limits smart grid activities to: “smart grid demonstration projects, 
smart grid studies or planning exercises and smart grid education and training”. 
 
Please confirm that Norfolk Power is not planning to undertake any of the eligible activities 
over the Basic Plan planning horizon? Why is Norfolk Power not planning for any Smart 
Grid related activities at this time? 
 
Response: 
 
Norfolk Power is not planning to undertake any of the eligible activities over the Basic Plan 
planning horizon and is not planning for any Smart Grid related activities due to limited resource 
availability. 
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Load Forecast 
 
41. Ref: Exhibit 3/Tab 2/Sch 1/p. 3/Table 2.1 
 
Please provide a year-to-date update of 2011 actual kWh consumption for Norfolk Power. 
Is actual consumption for the Bridge year tracking expected load? Is there evidence that 
the load forecasts for 2011 and 2012 may need adjustment? Why or why not? 
 
Response: 
 
Please see table below that shows year-to-date 2011 actual kWh consumption for Norfolk Power 
(January to August).  Also included is the predicted consumption based on the load forecast for 
2011 year-to-date (January to August). 
 

 
 

  

Actual Purchased 
Power

Predicted Power 
Purchased Variance

Jan-11        32,485,439.10 33,810,713.60         3.9%
Feb-11        29,660,293.63 31,260,189.57         5.1%
Mar-11        29,778,711.63 30,844,640.28         3.5%
Apr-11        26,184,532.20 27,968,687.60         6.4%

May-11        25,783,818.45 27,885,938.41         7.5%
Jun-11        28,197,702.53 30,253,940.19         6.8%
Jul-11        35,364,831.54 32,769,774.76         -7.9%

Aug-11        32,366,281.18 31,961,994.58         -1.3%

239,821,610.26      246,755,878.99         2.8%
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42. Ref: Exhibit 3/Tab 2/Sch 1/p.10/Table 2.5 
 
Table 2.5 shows a reasonable track record of actual vs predicted load from 2003 to 2009. In 
2010 a much greater variance is reported. Please provide an explanation for the 2010 
forecast results showing this larger variance. 
 
Response: 
 
A review of the data supporting the 2010 predicted value indicates that the actual Cooling 
Degree Day results are much higher than average which is causing the variance in the 2010 
predicted value compared to the actual results to be around 1.7%. However, if the average 
Cooling Degree Day values were used in the 2010 prediction the variance would be about (0.1%)  
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43. Ref: Exhibit 3/Tab 2/Sch 1/p.11 
 
Norfolk Power indicates that it makes a manual adjustment to reflect the CDM savings 
target for 2011 and 2012. Does Norfolk Power have any evidence for 2011 to indicate that 
his manual adjustment is appropriate? Is there evidence in actual CDM results for 2011 
that may indicate that the load forecast CDM adjustment for 2012 is not accurate? 
 
Response: 
 
Norfolk Power has reviewed the 2011 load numbers as at September 30, 2011.  The kWh savings 
as at September 30, 2011 showed results of very close to 7.5%.  Extrapolating this percentage 
over the remainder of the year should allow Norfolk Power to meet its 2011 CDM savings target. 
  
There is no evidence in actual CDM results for 2011 that might indicate that the load forecast 
CDM adjustment for 2012 is not accurate. 
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44. Ref: Exhibit 3/Tab 2/Sch 1/p.12 
 
Norfolk Power indicates that it uses the geometric mean of 1.3% per year from 2003 to 
2010 to forecast customer connections for 2011 and 2012. Considering the deterioration in 
economic conditions evident in 2011 is it still realistic to make this assumption? What is the 
year-to-date increase in residential customer connections for 2011? 
 
Response: 
 
Norfolk Power feels that using this geometric mean per year from 2003 to 2010 to forecast 
customer connections for 2011 and 2012 is reasonable. 
 
The year-to-date increase in residential customer connections in 2011 is 74(January 1, 2011 to 
September 30, 2011).  This increase during the first nine months of 2011 might equate to an 
annual increase of approximately 99 new customers.  This would work out to a .6% increase in 
its residential customer count for 2011. 
 
As of Sept 30, 2011 there are 106 new customers and 23 disconnected services giving 83 “net 
new” customers that have been connected.  Norfolk believed an average from 2003 thru 2010 
was sufficient to calculate a reasonable average.  However based on the actual year to date this 
may be too aggressive.   
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45. Ref: Exhibit 3/Tab 2/Sch 1/p.13/Table 2.10 
 
Regarding Usage per Customer Connection, can Norfolk Power explain: 
 
a) Why the usage per customer in the Residential class grows in 2010 when this measure 
has declined over the previous years? 
 
Response: 
 
Based on the Power Purchased Model variable “Cooling Degree Days” it appears that 2010 was 
a very hot summer.  The number of “Cooling Degree Days” for 2010 was 365.  The 
corresponding number for 2009 was 151, for 2008 was 228, and for 2007 was 291.  The 
increased use of air conditioning during 2010 is most likely the largest single contributing factor 
to explain why the usage per customer in the Residential class grows in 2010 when this measure 
had declined in previous years. 
 

b) Why the Usage per Connection increases so significantly in the Street Lighting and 
Sentinel Lighting classes in 2010? 
 
Response: 
 
Usage per Connection increases in Street Lighting and Sentinel Lighting classes in 2010 were 
significant due to unbilled revenues from 2009 that got caught up in 2010. 
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Other Distribution Revenue 
 
46. Ref: Exhibit 3/Tab 3/Sch 1 
 
Table 3.1 shows that Late Payment Charge revenue drops from $155,219 in 2009, to 
$86,593 in 2010. 
 
a) What is the reason for this significant drop in revenue? 
 
Response: 
 
Norfolk’s share of the Late Payment Penalty (LPP) Class Action (EB-2010-0295) was 
$55,876.38.  Norfolk did not seek recovery of this amount from its customers and as it was a 
charge related to the collection of Late Payment Charges, Norfolk posted this expense as an 
offset to Late Payment Charge revenue for 2010.  Without this charge, Norfolk’s Late Payment 
Charges for 2010 would have been $142,470.    
 
b) What are the assumptions that were made to forecast an increase to $138,000 in both 
2011 and 2012? 
 
Response: 
 
The assumptions made for 2011 and 2012 are that Late Payment Charge revenues should return 
to normal levels.  The $138,000 figures are very close to the average for the years 2008, 2009 
and 2010 ($124,516, $155,219 and $142,470). 
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47. Ref: Exhibit 3/Tab 3/Sch 1 
 
Table 3.1 shows that Miscellaneous Service revenue drops from $101,896 in 2010 to a 
projected $88,000 in 2011. 
 
a) What is the reason for this significant projected drop in revenue in 2011? 
 
Response: 
 
The revenues anticipated in 2011($88,000) more accurately reflect the average Miscellaneous 
Revenues for the years 2006 through 2010($91,500).  In reviewing the Miscellaneous Service 
Revenues for 2011, January through September, the balance is approximately $65,757.  
Extrapolating this figure over a full year would mean a total Miscellaneous Service Revenue for 
2011 of $87,677 which is very close to the expected revenue of $88,000 as per Table 3.1.  
Declines in Disconnect/Reconnection at Meter (During & After Hours) revenues in 2011 have 
contributed to this lower Miscellaneous Services Revenues total.  
 
b) What are the assumptions that were made to forecast the identical level in 
2012? 
 
Response: 
 
The assumption for the 2012 forecast was that no significant changes should occur in 
Miscellaneous Service Revenues over 2011 forecasted numbers. 
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48. Ref: Exhibit 3/Tab 3/Sch 1 
 
Table 3.1 shows that Other Income and Expenses revenue drop from $147,454 in 2011 to a 
projected $95,880 in 2012. Please provide further detail of the components that make up 
this change and the rationale for the 2012 forecast. 
 
Response: 
 
As described in Exhibit 3, Tab 3, Schedule 2, Page 2 of 2, the decrease is mainly due to the 
decrease in the Special Purpose Recovery of ($57,574).   
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Operating Costs 
 
49. Ref: Exhibit 4/Tab 1/Sch 1/p.2 
 
Please provide an update of Norfolk Power’s Operating Costs, year-to-date in 2011. If 
there are significant discrepancies (in the major line items) with the forecast costs filed for 
2011, please provide the reasons. Also please discuss if the 2012 forecast will be affected, 
why or why not? 
 
Response: 
 
Please see table below: 
 

 

Norfolk believes the 2012 forecast will not be affected.  The only significant difference is in 
Billing and Collecting expenses, however the 2012 forecast is based on a number of changes 
related to the use of smart meters, which are not related to the expenses in 2011.   
  

Description Jan 1 to Sep 
30 2010

Jan 1 to Sep 
30 2011

Variance $ Variance %

Operations 817,093 860,171 43,079 5.3%
Maintenance 824,838 890,428 65,590 8.0%
Billing & Collecting 795,760 729,589 (66,171) -8.3%
Community  Relations 24,200 25,568 1,368 5.7%
Administrativ e & General Ex pense 1,194,752 1,255,334 60,582 5.1%
Total OM&A Expense 3,656,644 3,761,091 104,447 2.9%
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50. Ref: Exhibit 4/Tab 1/Sch 1/p.6 
 
Table 1.9 shows Norfolk Power’s OM&A cost per customer to be $269 in the 2012 Test 
Year, up from the $226 2008 Board Approved level. Does Norfolk Power track OM&A cost 
per customer of other utilities in its cohort (Mid-Size Southern Low and medium 
Undergrounding) comprised of Innisfil Hydro Distribution, Niagara Peninsula Energy, 
Orillia Power Corporation, Haldimand County Hydro and Canadian Niagara Power? Can 
Norfolk Power provide a comparison of OM&A cost per customer with its cohort 
companies from 2008 to 2010? 
 
Response: 

 
Norfolk Power does track OM&A cost per customer of other utilities in its cohort. 

Please see table below which compares Norfolk Power OM&A cost per customer with its cohort 
companies from 2008 to 2010. 
 

 

  

2008 2009 2010

Norfolk Power Distribution 277$        238$        257$        
Innisfil Hydro Distribution 246$        254$        266$        
Niagara Peninsula Energy 255$        257$        262$        
Orillia Power Corporation 298$        302$        325$        
Haldimand County Hydro 338$        332$        325$        
Canadian Niagara Power 285$        303$        282$        
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51. Ref: Exhibit 4/Tab 1/Sch 1/p.9 
 
Table 1.11 shows Norfolk Power’s cost for Consultants (for Regulatory Matters) to have 
increased from $41,551 in 2008 to $120,000 in the 2012 test year.  Please provide a rationale 
for an increase of this magnitude and also provide a further breakdown of the 2012 costs 
that total to $120,000. 
 
Response: 
 
Norfolk has included in this amount the total costs related to the 2012 Cost of Service 
application, although some costs will occur in 2011.  This appeared appropriate based on the 
spreadsheet provided which calculated 25% of this amount for recovery in the annual revenue 
requirement.   
 
Norfolk estimates the following expenses for the 2012 Cost of Service application:  
 
 LRAM 3rd Party review and application    $15,000 
 PILs application       $15,000 
 Rate consultant       $45,000 
 Legal Expenses      $45,000 
 Total       $120,000 
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52. Ref: Exhibit 4/Tab 1/Sch 1/p.10 
 
Norfolk Power indicates that it has not made any assumptions for inflation in the 2012 test 
year but has budgeted based on existing prices and increases if known. Please provide any 
known increases included in the Test Year OM&A forecast and also comment on why a 
general inflation assumption is not used for the test year forecast. 
 
Response: 
 
Norfolk has used the following increases: 
Union Wages:  1.5% in January 2012, 1.5% in July 2012.   
Management Wages:  3% for 2012.  
Pension costs: Increased based on wages and known premium increases as described in the 
response to Board Staff Interrogatory 61.   
 
Other increases in OM&A accounts are primarily due to changes in activity.  For example, under 
Billing and Collecting, the charges for 5310 – Meter Reading Expenses are based on the 
expectation that the costs related to smart meters will be included in OM&A and the amounts 
were determined based on current costs and expected volumes, as described in Exhibit 4, Tab 2, 
Schedule 3, p11.   Norfolk felt it more appropriate to estimate the expenses on this basis rather 
than by applying a general inflation assumption. 
 
  



Norfolk Power Distribution Inc 
EB-2011-0272 

Responses to Board Staff Interrogatories 
Filed: November 28, 2011 

Page 83 of 118 

 
53. Ref: Exhibit 4/Tab 2/Sch 2/p.1 
 
Table 2.1 shows that under Operations, Norfolk Power’s Meter Expense grows from 
$124,009 in 2010, to $145,000 in 2011 and on to $214,000 in the test year.  Why is this 
expense increasing at this pace, even as Norfolk Power has essentially completed its Smart 
Meter deployment? 
 
Response: 
 
The Meter Expenses from Table 2.1 (Exhibit 4, Tab 2, Schedule 2) are reproduced below.  

 

The expenses in this account are related to meter testing, verification and re-sealing meters, etc.  
With the installation of new meters during 2009, 2010 and 2011 activity of this type was 
reduced.  With the completion of the Smart Meter deployment Norfolk anticipates expenses will 
return to similar levels seen prior to the smart meter program.   
  

2008 Board 2008 2009 2010 2011 2012
Approved Actual Actual Actual Bridge Test

5065 - Meter Expense $191,034 $208,371 $142,115 $124,009 $145,000 $214,300
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54. Ref: Exhibit 4/Tab 2/Sch 2/p.2 
 
Table 2.3 shows that under Billing and Collections Expense, Norfolk Power’s Meter 
Reading Expense grows from $199,978 in 2010, drops to $120,900 in 2011 and then grows 
to $234,395 in the test year. (Board staff acknowledges that the $234,395 amount is broken 
out at Exhibit 4/Tab2/Sch3/p. 11) Why is this expense falling in the bridge year, but then 
increasing in the test year? 
 
Moreover, at Exhibit 4/Tab2/Sch3/p. 2, under Third Party Services, Norfolk Power 
indicates a reduction in meter reading expenses of $156,000 in the test year. Please provide 
a comprehensive picture of the total Meter Reading expense, from 2008 to 2012, explaining 
the impact of all aspects of this activity and how costs are calculated for the test year. 
 
Response: 
 
Meter reading expenses from the application have been reproduced in the table below for 
reference.  
  

 

During the period 2008 thru 2011, Norfolk has utilized an external contractor for manual or 
‘foot’ reads of meters.  During 2011 Norfolk has moved to electronic reading of the smart meters 
installed during the past 2 years.  The cost of reading the smart meters has been reported in the 
smart meter deferral account, while the cost of reading the meters under the traditional manual 
method has continued to be reported in 5310 – Meter Reading Expense.  In 2012 it is anticipated 
that, through this application, the smart meter deferral account will no longer be utilized and all 
costs related to reading the smart meters will be reported in 5310 – Meter Reading Expenses.  
Norfolk has forecast these expenses at $234,395 and as noted in the interrogatory, a breakdown 
of these expenses is available in Table 2.13, Exhibit 4, Tab 2, Schedule 3.  In addition, following 
this table on pages 11 and 12 is a complete explanation of each of the charges related to this 
expense and how they were calculated.  
 
The 2011 expense of $120,900 was an estimate based on moving to TOU billing in July and 
eliminating foot reads by the end of that month.  However, while TOU billing began in July foot 
reads have not ceased due to communication problems with Norfolk’s Advanced Metering 
Infrastructure, provided by Sensus.  With the Read Interval Success rate significantly below the 
acceptable level, Sensus has indicated the need for three additional Tower Gateway Base 
Stations, which are scheduled to be installed by the end of 2011.  However until the 
communication issues have been resolved, Norfolk will continue with foot reads for over 2,000 
customers.   
  

2008 Board 2008 2009 2010 2011 2012
Approved Actual Actual Actual Bridge Test

5310 - Meter Reading Expense $215,527 $198,725 $185,789 $199,978 $120,900 $234,395
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 While the number of customers dependant on foot reads has been reduced significantly, 
the location of these customers, spread throughout Norfolk’s service territory, requires a 
significant amount of time for completion.  Meter reading expenses as of the end of September 
2011, were $152,645 and will continue at a cost of approximately $11,000 per month until the 
end of the year, for a total cost of $191,000. 
 
 On page 2 of Exhibit 4, Tab 2, Schedule 3 Norfolk reported meter reading expenses 
would be decreased by $87,000, to $156,000.  However this was incorrect and should have stated 
expenses would be reduced by $79,000 to $121,000.  Also, this was in reference to foot reads 
only.  As part of the Cost Driver analysis, that this reference is part of, Norfolk indicated the 
$234,395 required for Smart Meter – Electronic Reading Expenses.  Although both of these are 
meter reading expenses and the net amount could have been reported, Norfolk separated them to 
provide increased transparency.   
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55. Ref: Exhibit 4/Tab 2/Sch 2/p.2 
 
Table 2.2 shows that total maintenance expenses more than double from the 2008 approved 
amount to 2008 actual. Can Norfolk Power provide an explanation for this increase? 
 
Response: 
 
 
The difference between total maintenance expenses from the 2008 actual expenses to the 2008 
approved amount was $789,059 ($1,507,433-$718,374).  This difference is accounted for as 
follows: 
 

 
  
Storm Expenses 
 
The 2006 Storm actual expenses ($97,342) were not included in the Board Approved 2008 
expenses.  The grossed up storm expenses that should have been included in the 2008 Board 
Approved costs was $109,023, understating Norfolk’s revenue requirement in 2008 by this 
amount.      
 
Tree Trimming Services 

USoA  Distribution Expenses - Maintenance 2008 Board 
Approved

2008 
Actual Variance

5105 Maintenance Supervision and Engineering 51,652 57,207 5,555
5110 Maintenance of Structures 8,709 6,622 -2,087 
5112 Maintenance of Transformer Station Equipment 8,016 2,885 -5,131 
5114 Maintenance of Distribution Station Equipment 61,338 59,352 -1,986 
5120 Maintenance of Poles, Tow ers and Fixtures 40,967 72,645 31,678
5125 Maintenance of Overhead Conductors & Devices 138,993 393,599 254,606
5130 Maintenance of Overhead Services 30,138 17,225 -12,913 
5135 Overhead Distribution Lines & Feeders - Right of Way 261,066 571,378 310,312
5145 Maintenance of Underground Conduit 64 0 -64 
5150 Maintenance of Underground Conductors and Devices 5,774 77,615 71,842
5155 Maintenance of Underground Services 11,673 50,729 39,056
5160 Maintenance of Line Transformers 72,843 190,502 117,659
5165 Maintenance of Street Lighting and Signal Systems 0 0 0
5170 Sentinel Lights - Labour 0 0 0
5172 Sentinel Lights - Materials and Expenses 0 0 0
5175 Maintenance of Meters 27,142 7,674 -19,468 
5178 Customer Installations Expenses - Leased Property 0 0 0
5195 Maintenance of Other Installations on Customer Premises 0 0 0

TOTAL MAINTENANCE EXPENSES 718,374 1,507,433 789,059
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In 2008 a significant amount of work tree trimming was required to complete a backlog of 
uncompleted work. Total cost of this work was $571,378 compared to the Board approved 
amount of $261,066, an excess of $310,312.   
 
PCB Testing Program 
 
Norfolk tests transformers for PCB content and replaces any defective equipment it finds as a 
result of the testing. In 2008 Norfolk instigated a large PCB replacement program which resulted 
in $117,659 of expenses in excess of Board approved. In addition, while testing transformers, 
other deficiencies that were found were often repaired at the same time and not reported 
separately by line staff.  
 
 
Overhead & Underground Maintenance Expenses 
 
In 2008 Norfolk experienced an increase in service calls for Overhead and Underground 
Maintenance ($293,662 in excess of 2008 Board Approved).  In addition there were maintenance 
projects required in 2008 which included unforeseen maintenance work on underground services 
and the replacement of cross arms on poles in Port Dover.  
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56. Ref: Exhibit 4/Tab 2/Sch 2/p.2 
 
Table 2.3 shows that customer billing expense grows by 21% from $485,550 in 2011 to 
$586,501 in the test year. What is the rationale for this steep increase in expense for the test 
year? 
 
Response: 
 
The change from $485,550 to $586,501 for an increase of $100,951 is primarily the result of a 
change in the allocation of expenses related to the water and sewer billing services provided by 
Norfolk.  Both of the $485,550 and the $586,501 are net of this allocation of expenses to 
Norfolk’s affiliate NEI.  The Gross amount for this account in 2011 is $747,000 and for 2012 is 
$795,000.  The increase in the gross amount by $48,000 is related to a vacancy that was filled 
part way through 2011 and inflationary increases in wages, as described in Exhibit 4, Tab 2, 
Schedule 4. 
   
However, in 2011 (and prior years) 35% of this account was allocated to NEI for expenses 
related to the water and sewer billing services.  With the new contract taking effect in 2012, 
these services will be billed at a fixed amount per bill, which results in approximately 26% of 
this account that will be allocated, or approximately $71,500 less than the method used in 2011.   
The rationale for accepting the reduced rate for water and sewer billing, and the actual costs to 
perform these activities is provided in Exhibit 4, Tab 2, Schedule 5, page 3.   
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57. Ref: Exhibit 4/Tab 2/Sch 2/p.2 
 
Table 2.3 shows a negative amount (revenue) under Account 5330 – Collection Charges. 
Please explain what this entry is, why it is growing from 2010 to 2012 and how it relates to 
the Bad Debt expense in the next line. 
 
Response: 
 
The negative amount (revenue) under Account 5330 – Collection Charges, shown in Table 2.3 is 
an expense offset to collections expense. This amount represents collection fees charged to 
customers when their account goes to internal collections status (overdue account). This amount 
is growing from 2010 to 2012 based on historical growth since 2008 in this account. Due to the 
economic downturn that began in 2008, Norfolk experienced an increase in the number of 
accounts that went into arrears. This account is not related to Bad Debt expense.   
 
  



Norfolk Power Distribution Inc 
EB-2011-0272 

Responses to Board Staff Interrogatories 
Filed: November 28, 2011 

Page 90 of 118 

 
58. Ref: Exhibit 4/Tab 2/Sch 2/p.2 
 
Table 2.3 shows that Bad Debt expense falls in 2010 from 2009 levels, and then grows 
significantly in 2011 and then again in the test year. Please explain the significant increase 
in light of the fact of a continuing economic recovery through 2011 and 2012. 
 
Response: 
 
In the year 2009, Norfolk accelerated the time period for write offs which resulted in a one-time 
increase in the Bad Debt Expense amount during 2009. For 2010, Norfolk was back to the 
“usual” write-off period but experienced several timing issues that resulted in a lower-than-
normal Bad Debt Expense for 2010.  
 
In preparing the 2011 & 2012 forecasts for this application, Norfolk used an average of historical 
years’ bad debt expense (2007 to 2010) to estimate 2011 & 2012 expense and assumed that 
write-offs affecting bad debt expense and the allowance for doubtful accounts will return to 
normal levels of activity. 
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59. Ref: Exhibit 4/Tab 2/Sch 3/p.3 
 
Norfolk Power explains the level of tree trimming service expense, with a slight reduction 
in 2012. In light of the desire of Norfolk Power to change the frequency of tree trimming 
from a 4 and 7 year cycle to a common 5 year cycle, how is the expense budget for tree 
trimming affected? 
 
Response: 
 
Please see Norfolk response to Board Staff Interrogatory #31.  
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60. Ref: Exhibit 4/Tab 2/Sch 5/p.2&3 
 
After Norfolk Power’s successful bid to continue to provide billing and collecting services 
for Norfolk County’s water and sewer services, why did Norfolk Power not pursue a 
similar contract to continue providing billing services for NEI hot water rentals? 
 
Response:  
 
Norfolk has taken steps to separate business operations from its affiliate NEI and to ensure 
compliance with ARC.  At the time the decision was made to discontinue providing billing 
services for hot water rentals Norfolk believed this decision was required to be ARC compliant.   
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Pension Costs and Post Employment Benefits 
 
61. Ref: Exhibit 4/Tab 2/Sch 4/p.8 
 
Norfolk Power indicates that OMERS released a 3-year plan indicating a 1% per year 
increase in OMERS premiums beginning in 2011 and then includes excerpts from an e-
mail from OMERS outlining the 2012 increase. At Table 2.20 pension premium costs are 
shown to increase 13% in 2011 and 27% in 2012. 
 
a) Please reconcile these increases with the 1% in 2011 (as noted above) and also provide a 
detailed breakdown of how the 2011 and 2012 amounts were determined. 
 

Response: 
 
The OMERS announcement of a 1% increase in premiums relates to the rate increase, not the 
increase in expense.  For example, the first tier of premiums increased from 6.4% in 2010 to 
7.4% in 2011.  This 1% increase in premiums is a 15.6% increase in expense.     
 
The increases in premiums and expenses are summarized below: 

OMERS Premiums (% of Pensionable Earnings)  2010  2011  2012  

On earnings up to CPP limit  6.4%  7.4%  8.3% 

 Increase in Premium Expense     16%  12% 

On earnings over the CPP limit 9.7%  10.7%  12.8% 

 Increase in Premium Expense      10%  20% 

 
The 2011 estimated amount of $259,445 is 13% higher than the 2010 amount of $229,007 which 
is consistent with the increased premiums noted above.   
 
The 2012 estimated amount of $329,900 is 27% higher than the 2011 amount, which reflects the 
increases above, plus the 9.5% increase in total wages as described in Exhibit 4, Tab 2, Schedule 
4.   
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b) Please reconcile the amounts presented in Table 2.20 with pension amounts found in 
Table 2.19 for 2011 and 2012. 
 
Response:  

Reconciliation of Pension Amounts Presented in Table 2.20 and 2.19 

            2011        2012 

Table 2.20   $259,445   $329,900 

Table 2.19     $77,400     $90,500 

 

“Pension Amounts” presented in Table 2.20 relate to OMERS Pension Premium Costs. 

Table 2.19 relate to “Accrued Pension and Post Retirement Benefits”.  Since they are not the 
same thing, reconciliation is not possible.  Please see Table 2.21 for disclosure of the $77,400 
and $90,500. 
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62. Ref: Exhibit 4/Appendix C 
 
With regard to Pension and Other Post-Employment Benefits: 
 
a) Why was a draft report filed with this application and not a final report? If a final 
report is available, or if any updates are available, please update this application with those 
reports. 
 
Response: 
 

The draft report filed was prepared in 2010 as an estimate for 2011.  The latest full valuation 
report was performed as at January 1, 2008 and the figures found in the draft report are an 
extrapolation of those results.  Typically a full report is completed on a triennial basis and 
Norfolk has engaged Dion-Durrell to perform a full valuation as at January 1, 2011.  This report 
is expected to be completed in December 2011, or January 2012.   
 
b) What is the accounting treatment of the unamortized actuarial gains and losses and past 
service costs at the date of transition (January 1, 2011)?  What is the proposed regulatory 
treatment of these amounts – are these amounts incorporated anywhere in the revenue 
requirement? Please explain. 
 
Response: 
 
As part of the valuation currently underway (see 62, part a), Dion-Durrell has been engaged to 
identify any changes due to the transition from CGAAP to MIFRS.  Norfolk has not proposed 
any regulatory treatment for these possible gains or losses, nor are any amounts incorporated in 
the revenue requirement found within the application.   
 

c) In specific, what regulatory treatment is Norfolk Power proposing for the Unrecognized 
Actuarial Gain of $82,926 that was projected to exist as at December 31, 2010, as per 
September 17, 2010 Actuarial Report? What is the regulatory impact on pension expense 
incorporated into rates? 
 
Response: 
 
Norfolk has not recognized this gain on its financial statements nor in the application and 
therefore does not impact rates.   
 
The unrecognized actuarial gain of $82,926 at December 31, 2010 as per the disclosures 
prepared on September 17, 2010 will change based on the results of the full valuation as at 
January 1, 2011.  For 2011 under CICA 3461, Norfolk will continue to amortize actuarial 
gains/losses using the corridor approach described under the standard.  The impact on the 2011 
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pension expense will not be fully known until the results of the full valuation at January 1, 2011 
are available.  Please also see 62b above regarding the treatment of unamortized actuarial gains 
or losses upon transition to IAS 19.  
  
d) What were the main drivers for this unrecognized actuarial gain of $82,926? 
 
Response: 
 
There were actuarial gains established at January 1, 2008 (i.e. the date of the last valuation) and 
the main drivers were: changes in medical claims costs, changes in actuarial assumptions (eg. 
medical trend rate, salary scale), and demographic changes.  More recently, the unamortized 
actuarial gain/loss was also impacted by an increase in the discount rate assumption from 5.00% 
to 6.00% at December 31, 2008 and a subsequent reduction in the discount rate assumption from 
6.00% to 5.50% at December 31, 2010.    
  
e) Please provide the full Actuarial Valuation as at January 1, 2011. 
 
Response: 
 
Please see response to 62a above.   

f) Have Norfolk Power’s external auditors audited the September 17, 2010 Actuarial 
Report (or the final form) and the January 1, 2011 actuarial report? Please provide 
supporting documentation. 
 
Response: 
 
Norfolk’s auditors have not audited the September report as it was a draft only to provide a 2011 
estimate.  The January 1, 2011 actuarial report is not complete yet.  However Norfolk’s auditors 
will review the final report as part of the audit process for the 2011 audited statements.   
 
 
 
g) Has Norfolk Power applied the optional early adoption to the IASB’s June 2011 
revisions to IAS 19, Employee Benefits? The revisions are effective January 1, 2013, but 
early adoption is permitted. These revisions include the elimination of the option to defer 
recognition of gains and losses, known as the “corridor method”. Please explain if Norfolk 
Power has early adopted this element of IAS 19 and state whether the impacts of this early 
adoption are incorporated anywhere in the revenue requirement. 
 
Response: 

Norfolk has not adopted this element of IAS 19 and this has not been incorporated within the 
revenue requirement.   
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63. Ref: Exhibit 4/Tab 2/Sch 4/p.10 

 
At Table 2.21, Norfolk Power shows the Post-Retirement Benefit amounts from 2008 to 
2012. In addition, the 2011 draft Post-Retirement Benefit Report is provided at Appendix 
C. Please provide a road map from the Report to the amount included for 2011 and how 
the 2012 amount (13% increase over 2011) was determined. 
 
Response: 
 
The Prepaid Benefit Section of the Dion Durrell Report shows a 2012 estimated liability of 
$945,253. This is an increase over the 2011 liability of $867,800. The resulting increase in 
liability of $77,453 ($945,253 - $867,800) was rounded to $77,400 and included in Table 2.21.  
 
 
Method for Determining the 2011 and 2012 Amounts. 
 
The Total 2011 and 2012 Amounts of $108,379 and $122,408 respectively includes the accrual 
for the estimated increase in Post Retirement Liability noted above PLUS the estimated 
premiums (Life Insurance and Extended Health Benefits) paid to Insurance carrier.  The method 
of estimating 2011 and 2012 Premiums & Expenses Paid portion was to take the 2010 Actual of 
$30,076 and add 3% to estimate the 2011 cost of $30,979.  2012 takes the 2011 estimate and 
adds another 3% for a total of $31,908. 
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64. Ref: Exhibit 4/Tab 2/Sch 4/Appendix C 
 
The Report shows that a discount rate of 5.50% was used as at December 31, 2010. Please 
explain the underlying assumptions that resulted in Norfolk Power choosing 5.50% as the 
discount rate. 
 
Using the same methodology, what discount rate would Norfolk Power choose as at June 
30, 2011 given the current state of the domestic and international bond markets? Please 
describe the assumptions made in answering the question. 
 
Response: 
 
Norfolk relied on Dion-Durrell’s expertise to determine the appropriate discount rate.  Norfolk 
requested Dion-Durrell to assist in answering this interrogatory and provides their response 
below: 
 
Pursuant to CICA 3461, the discount rate was determined based on a review of “market interest 
rates at the measurement date on high-quality debt instruments with cash flows that match the 
timing and amount of the expected benefit payments”.  In reviewing market information 
regarding yields on high quality debt instruments as at the end of 2010, a discount rate of 5.50% 
was chosen and some of this information is described below.  
  
The Bank of Canada website showed the return on selected Government of Canada benchmark 
bond yields:  CANSIM Series V122544 long term yield, greater than 10 years, of 3.54% at 
December 2010, and CANSIM Series V122543 bond yields, 10 year, of 3.16% at December 
2010.  For comparative purposes, the V122544 and V122543 bond yields at December 2009 
were 4.07% and 3.60%, respectively. 
 

 Reference was also made to market information related to bond yield spreads for Canadian 
provincial and corporate bonds, i.e. spreads above Government of Canada bond 
yields.  Provincial bond yield spreads were in the range of 0.6% to 0.9% at December 2010.  
Similarly, yield spreads on Canadian high quality corporate bonds were in the range of 0.9% to 
1.8% at December 2010. 
 

The discount rate assumption changes will be finalized as part of the full January 1, 2011 
actuarial valuation process.  At this time it is estimated (using current information on high 
quality bond yields) that the discount rate will likely need to be reduced and fall in the range of 
4.75% - 5.25%. 
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Payments in Lieu of Taxes (PILs) 
 
65. Ref: Exhibit 4/Tab 3/Sch 1 
 
Please provide the Federal and Ontario Notice of Assessments, Notice of Reassessments (if 
applicable), Statements of Adjustments, and any other correspondence with the CRA and 
Ministry of Finance regarding any tax items, or tax filing positions that may be in dispute, 
or under consideration or review, for tax years 2008 to 2010. 
 
Response: 
 
Norfolk has one outstanding tax filing, for SR&ED.   
 
Please see Appendix 8 Benefact Report Board Staff IR 65. 
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66. Ref: Exhibit 4/Tab 3/Sch 1 
 
As per “Sch 13 Tax Reserves Bridge” and “Sch 13 Tax Reserves Test” of the PILs Income 
Taxes Workform there is an amount of $952,575 included as “Other Reserves” in both the 
bridge and test years. 
 
a) As per the 2010 tax return, this amount may represent regulatory liabilities. Please 
confirm if this is the case. If this is not the case, please indicate what this amount 
represents. 
 
Response: 
 
Norfolk Confirms that the amount of $952,575 included as “Other Reserves” in both the bridge 
and test years presents regulatory liabilities. 
 
b) As per EB-2008-0381, the Board accepted the Settlement Agreement for Issue #4. 
Complete Settlement for Issue #4 was reached as follows: 
 
“The Parties agree that regulatory assets should be excluded from PILs calculations both 
when they are created, and when they are collected, regardless of the actual tax treatment 
accorded those amounts.” 
 
If the $952,575 amount represents regulatory liabilities, please update the PILs evidence to 
exclude this amount from Schedule 13 Taxes Reserves Bridge and Test, all calculations of 
regulatory taxable income, and all PILs calculations. 
 
Response: 
 
There was no impact.   
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Retail Transmission Service Rates 
 
67. Ref: Exhibit 8/Sch 1/p. 13 
 
Norfolk Power indicates that it estimated that 65% of the load previously delivered via 
Haldimand Hydro will now be routed through Norfolk Power’s own transformer station, 
incurring Network and Line Connection charges from the IESO, but not Transformation 
Connection charges. The remaining 35% of previous Haldimand load will flow through a 
Hydro One transformer station, incurring Network, Line Connection and Transformation 
Connection charges.  Please provide justification for using the 65% estimate. 
 
Response: 
 
Norfolk relied on its Control Room Operator to estimate the percentage of load which would be 
rerouted through Norfolk’s transformer station compared to the percentage which would flow 
through a Hydro One station.   
 
Norfolk used this method of reallocating the transmission volumes to establish rates effective 
May 1, 2011 as part of its 2011 IRM application (EB-2011-0049).  Since that date, the variance 
in Network charges has been reasonable. Please see the table below outlining the Network 
Charges monthly variances from May 2011 through September 2011. 
 

 

 

 

  

Monthly
Costs Revenues Variance

May-11 157,851.85$ 142,205.19$ 15,646.66$  
Jun-11 183,242.50$ 170,906.04$ 12,336.46$  
Jul-11 215,722.30$ 220,667.04$ 4,944.74-$   

Aug-11 186,964.23$ 266,697.27$ 79,733.04-$  
Sep-11 171,429.16$ 180,680.31$ 9,251.15-$   

65,945.81-$ 
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Deferral and Variance Accounts 
 
68. Ref: Exhibit 9/Tab 2/Sch 1 
 
Regarding 2010 IRM – Group 1 Balances Cleared on an Interim Basis: In Norfolk Power’s 
2010 IRM Decision EB-2009-0238, the Board approved Norfolk Power’s December 31, 
2008 balances with carrying charges projected to April 30, 2010 on an interim basis. 
 
The Board was concerned with differences between the amount sought for disposition, 
which had changed as a result of Norfolk Power conducting an extensive review and 
rebuild of its Group 1 accounts, and the balances reported in Norfolk Power’s 2008 audited 
financial statements. On page 11 and 12 of the Decision, the Board stated: 
 
“The Board is concerned about the difference between the amount sought for disposition 
and the balances reported in Norfolk’s audited financial statements.  The Board notes that 
Norfolk indicated in its reply submission that it will have its 2008 audited financial 
statements restated to reflect the rebuilt account balances but that these are not yet 
available. As a result, the Board will approve the disposition of the December 31, 2008 
balances and projected interest to April 30, 2010 as reported by Norfolk but not on a final 
basis. Any adjustment to the 2008 Group 1 account balances shall be brought forward to 
the Board in Norfolk’s next rate proceeding. For accounting purposes, the respective 
balance in each of the Group 1 accounts shall be transferred to account 1595 as soon as 
possible but no later than June 30, 2010 so that the RRR data reported in the second 
quarter of 2010 reflect these adjustments.” 
 
In Norfolk Power’s 2011 IRM Decision EB-2011-0049, the Group 1 Balances were not 
cleared as they did not exceed the preset disposition threshold. On page 7 of this Decision 
the Board stated: 
 
 “Norfolk’s Group 1 account balances did not exceed the preset disposition threshold... The 
Board therefore finds that no disposition is required at this time.” 
 
a) Were there any adjustments made to the 2008 Group 1 account balances that were 
cleared on an interim basis, subsequent to the 2010 IRM decision EB-2009-0238? 
 
Response: 
 
There were no adjustments made to the 2008 Group 1 account balances that were cleared on an 
interim basis, subsequent to the 2010 IRM decision EB-2009-0238. 
 
b) If the answer to part a) of this question is yes, please explain and provide supporting 
evidence. 
 
Response: 
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Not applicable. 
 
c) If the answer to part a) of this question is no, please provide a reconciliation between the 
December 31, 2008 Group 1 account balances that were cleared in 2010 IRM, and the 
restated December 31, 2008 Group 1 account balances that were audited by Norfolk 
Power’s external auditor. Please explain any material differences. 
 
Response: 
 
There were no differences between the Group 1 account balances that were cleared in 2010 IRM 
and the restated December 31, 2008 Group 1 account balances that were audited by Norfolk 
Power’s external Auditor.   
 
The 2010 Audited Financial Statement balances reflect the amounts dispositioned based on EB-
2009-0238. 
 
Please see reconciliation below.  There are no material differences. 
 

 
  

Restated 
2008 Audited 

Financial 
Statements

Add:  2009 
Projected 
Interest

Add: 2010 
to April 30 
Projected 
Interest

2008 Balance 
for 

Disposition

Total Claim from 
Decision and 

Order EB-2009-
2038 2010 IRM

Difference 
to Reconcile

LV Variance Account (note 1) 1550 9,218              138                 22                  9,377                9,377                         0                      
RSVA - Wholesale Market Service Charge 1580 (771,480)       (7,723)            (1,235)          (780,438)          (780,438)                  -                  
RSVA - Transmission Network Charge 1584 10,817           45                    7                    10,869              10,869                      -                  
RSVA - Retail Transmission Connection Charge 1586 492,840         
(note 2) (1,457,880)    

(965,040)       (10,190)          (1,642)          (976,873)          (976,519)                  (354)                
RSVA - Power (Excluding Global Adjustment) 1588
RSVA - Power (Global Adjustment Sub-Account) 1588
(note 3) 91,373           2,456              396               94,225              93,170                      1,055              
Recovery of Regulatory Asset Balances 1590 206,426         3,362              542               210,330            210,304                    26                    

note 1: Balance of $9,218 is grouped with account 1508 balance on Financial Statements for a total of $340,048 and shown as regulatory asset "Other Deferred Charges"
note 2: Balance of $492,840 is shown on financial statements as regulatory asset "Bloomsburg transformer connection charge" and regulatory liability of 
               $$1,457,880 shown as "Transmission connection services"
note 3: Shown as $91,373 on financial statements as regulatory asset "Power"
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69. Ref: Exhibit 9/Tab 2/Sch 1 
 
a) Has Norfolk Power made any adjustments to deferral and variance account balances 
that were previously approved by the Board, subsequent to the balance sheet date that was 
cleared in the most recent rates proceeding? If yes, please provide explanations for the 
nature and amounts of the adjustments and include supporting documentation. 
 
Response: 
 
Norfolk has not made any such adjustments.  
 
b) Regarding the net balances of Cost of Power for RSVA accounts: 
 
i. Please provide breakdown of energy sales revenue and cost of power expense, as reported 
in the audited financial statements for 2009 and 2010, by Uniform System of Accounts 
(“USoA”) account number. 
 
Response: 
 
Please see table below. 
 

 

USoA 2009

Per Audited 
Financial 

Statements
Reconciling 

Amount 2010

Per Audited 
Financial 

Statements
Reconciling 

Amount
4006 12,083,862$        14,241,867$ 
4025 199,568                104,599         
4030 15,679                  16,847            
4035 8,926,127            9,667,443      
4050 106,150                584,122-         
4055 1,903,273            2,137,866      
4062 2,361,270            2,162,979      
4066 1,621,462            1,842,021      
4068 1,363,675            1,238,705      
4075 182,119                205,575         

28,763,186$        28,763,186$        0-$                31,033,780$ 31,033,780$   0-$                              

4705 23,234,659          25,584,500   
4708 2,361,270            2,162,979      
4714 1,621,462            1,842,021      
4716 1,363,675            1,238,705      
4750 182,119                205,575         

28,763,186$        28,763,186$        0-$                31,033,780$ 31,033,780$   0-$                              

Gross Margin -$                       -$                       -$            -$                -$                  -$                          
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ii. Please reconcile the balances to the audited financial statements. 
 
Response: 
 
Please see table above which shows no reconciling items.   
 

iii. If there is a difference between energy sales and cost of power, please explain why 
Norfolk Power is making a profit or loss on the commodity. 
 
Response: 
 
There is no difference between the energy sales and cost of power for 2009 and 2010.  Norfolk 
Power is not making a profit or loss on the commodity sale. 
 

 

 

c) Regarding the accounting treatment of the IESO Charge Type 146. 
 
i. Does the applicant pro-rate IESO Charge Type 146 Global Adjustment into the RPP 
portion and non-RPP portion? If not, why not. If so, please provide the supporting 
spreadsheet for the year 2010 which prorates the IESO Charge Type 146 Global 
Adjustment into RPP portion and non-RPP portion. 
 
Response: 
 
Yes.  Norfolk Power does pro-rate the IESO charge type 146 into RPP and Non-RPP portions. 
Norfolk uses uplifted sales and AQEW to allocate.  
 
Please see Appendix 9 Charge Type 146 Global Adjustment Board Staff IR 69. 
 
 
ii. Is the RPP portion included in Account 4705 control account and then incorporated into 
the variance reported in Account 1588 control account? If not, why not. If so, please 
provide journal entries for the month of December 2010 to record the RPP portion of 
global adjustment in Account 4705 control account and incorporated into the variance 
reported in Account 1588 control account. 
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Response: 
 
Norfolk Power records all COP expenses in 4705 and uses spreadsheets to separate the COP 
variance from the Global Adjustment balance. Attached below is the total 1588 COP and the 
1588 Global Adjustment sub-account variances.  
 
Please see Appendix 9 Charge Type 146 Global Adjustment Board Staff IR 69. 
 

iii. Is the non-RPP portion included in Account 4705 sub-account Global Adjustment and 
then incorporated into the variance reported in Account 1588 sub-account Global 
Adjustment? If not, why not. If so, please provide journal entries for the month of 
December 2010 to record the non-RPP portion of global adjustment in Account 4705 
subaccount Global Adjustment and incorporated into variance reported in Account 1588 
sub-account Global Adjustment. 
 
Response: 
 
See response to ii. above. 

 
iv. If any of part “i”, “ii”, or “iii” above is not followed, please make appropriate 
adjustments and file the updated evidence. Please provide explanations for the changes 
made by Norfolk Power, if any. 
 
Response: 
 
Norfolk Power’s accounting follows the method communicated by the OEB.  The spreadsheets 
provided in ii. above provide details. No adjustment entries are required. 
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70. Ref: Exhibit 9/Tab 2/Sch 1/p.7 
 
With regard to 2010 Account 1572 – Extraordinary Event Costs 
 
a) Please provide information supporting the prudency of costs incurred associated with 
the procurement of external contractors – $140,831 of costs as reported in Exhibit 
9/Appendix B, page 1. Please also provide the rationale for procuring most of the work 
from two contractors, K-Line Construction and Davey Tree Service, and provide support 
that they are “low-cost” contractors in comparison to competitors. 
 
Response: 
 
Norfolk Power assessed the impact of the wind storm on its distribution system, the number of 
customers affected by the outage, the conditions during the outage, and the ability of Norfolk 
Power crews to make the needed repairs within a reasonable time period. Based on this analysis 
it was deemed necessary to enlist external contractors to assist in repairing the damaged 
distribution plant and restore power to affected areas.  Davey Tree Service was selected for tree 
trimming on the basis that they were the successful applicant in Norfolk’s 2011 tree trimming 
tendering process.  K-Line Construction has regularly performed work for Norfolk for a number 
of years, successfully bidding in tendering processes for various projects. Based on this, their 
availability and their familiarity with Norfolk’s system, K-Line Construction was selected.   
 
 
b) Please provide copies of all invoices for the $140,831 of costs included in Appendix B, 
page 3 – those costs incurred by procuring local LDCs and external contractors. 
 
Response: 
 
Please see Appendix 10 Contractor Invoices April 28, 2011 Wind Storm Board Staff IR 70b for 
copies of all invoices for the $140,831 of expenses.  
 
 

c) Please provide the method used to determine the level of incremental labour costs 
including the method for tracking overtime hours and labour rates. 
 
Response: 
 

Norfolk Power tracks internal labour hours using timesheets and a weekly payroll entry system. 
Time spent on specific jobs or projects is allocated directly to a work order assigned to that task 
or project, and then costs based on individual wage rates are charged to the work orders. For the 
labour hours associated with storm damage repairs for the 2011 wind storm, a special work order 
was set up to capture all costs associated with the storm. Once all costs had been collected, 
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Norfolk Power transferred the incremental costs (overtime hours only) to Account 1572. Norfolk 
Power only claimed overtime specifically associated with storm damage repairs.  In order to 
comply with the incremental cost criteria for Z-Factor applications, regular labour hours were 
deemed non-incremental and not included.  
 
 
d) Does Norfolk Power have a contingency plan for the provision of emergency response 
services? If so, please summarize the extent to which Norfolk Power followed its 
contingency plan.  
 
Response: 
 
Norfolk Power has an Emergency Preparedness Plan that was enacted during the windstorm of 
April 28, 2011.  The plan was followed during the storm. Norfolk Power assigned roles and 
responsibilities, and enacted the mutual aid provision within the plan. A review of this plan was 
conducted both internally and in conjunction with Norfolk County’s Emergency Plan. Lessons 
learned for improvement were conducted and incorporated into the plan to improve Norfolk 
Power’s preparedness should the plan have to be implemented in the future. 
 
If Norfolk Power deviated in any material way from the plan, please identify the deviations 
and the reasons for those deviations. If not, please explain. 
 
Response: 
 

Norfolk Power followed the plan as it was designed. 

 
e) Does Norfolk Power have insurance coverage for storm damages? If so, please provide 
detailed evidence on the insurance coverage. 
 
Response: 
 
Norfolk Power carries property insurance but it does not cover the transmission and distribution 
plant for storm damages. 
 
 
f) Please confirm that Norfolk Power is proposing to recover the storm damage costs over a 
one-year period through a separate rate rider. 
 
Response: 
 
Norfolk Power confirms that it is proposing to recover the storm damage costs over a one-year 
period through a separate rate rider. 
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g) Board staff notes that these costs have not been audited. Please provide reasons why the 
Board should depart from its general practice of only disposing of deferral and variance 
account balances that have been audited by an external auditor. 
 
Response: 
 
Norfolk Power reviewed the Z-factor filing guidelines as found in Chapter 3 of the Filing 
Requirements for Transmission and Distribution Applications, June 22, 2011.  This filing 
guideline referred to section 2.6 of the Board’s Report on 3rd Generation Incentive Regulation 
for Ontario’s Electricity Distributors – July 14, 2008”.  Section 2.6 states  
 

“Distributors are expected to report events to the Board promptly and apply to the 
Board for any amounts claimed under Z-factor treatment with the next rate 
application. This will allow the Board and any affected distributor the flexibility 
to address extraordinary events in a timely manner. Subsequently, the Board may 
review and prospectively adjust the amounts claimed under Z-factor treatment.” 
(Italics added for emphasis). 

 
Norfolk filed the Z-factor application as directed in this report.   
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Smart Meters 
 
71. Ref: Exhibit 9/Tab 5/Sch 1 
 
Please confirm that the requested Smart Meter Rate Rider is $1.71 per month per metered 
customer and not $1.75 per month per metered customer, as shown on line 14 of page 1. 
 
Response: 
 
Norfolk confirms that the requested Smart Meter Rate Rider is $1.71 per month per metered 
customer. The amount shown on Line 14 of Page 1 of $1.75 was an error. 
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72. Ref: Exhibit 9/Tab 5/Sch 1 
 
Please rerun and submit a revised version of the Smart Meter Model adjusting for the 
following two matters: 
 
a) It appears the current (and recent models) calculate compounded interest on funding 
adder revenues. Please revise the model applying simple interest (i.e. interest on the 
opening monthly balance of the principal only) on funding adder revenues, and 
 
b) Please revise the model to calculate simple interest expense on the opening monthly 
balance for OM&A and amortization expenses. 
 
Response: 
 
Norfolk has submitted the latest Smart Meter Model from Board Staff with the responses to these 
interrogatories. Norfolk requests that the Board accept the updated model as filed and disregard 
the previous model submitted. 
 
With Norfolk's original application the Smart Meter model calculated a net deferred Revenue 
Requirement of $730,203.  Norfolk has reviewed the expenses claimed and has removed 
$127,986 as non-incremental OM&A expenses.  In addition the use of the new model addresses 
a compounding interest issue as noted in Board Staff Interrogatory 72.  These changes result in a 
reduced net deferred Revenue Requirement of $397,000.  Norfolk requests to recover this 
amount over a 4 year period through a Smart Meter Disposition Rate Rider of $0.43 per month 
per metered customer, beginning May 1, 2012. 
 
As per Norfolk’s original application, (Exhibit 9, Tab 5, Schedule 5), Norfolk is still requesting 
recovery of $857,731 from stranded assets (stranded meters).  Based on 19,303 customers and 
recovery over 4 years the rate rider for the stranded assets amounts to $0.9257 per month, per 
metered customer.  
 
Norfolk notes the new model appropriately calculates the interest as requested in parts a and b of 
this interrogatory.   
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73. Ref: Exhibit 9/Tab 5/Sch 1 
 
Please re-calculate the smart meter disposition rider using the following methodology that 
is based on the approach approved by the Board in PowerStream’s 2010 smart meter 
application (EB-2010-0209): 
 
a) Allocate the total revenue requirement for the historical years, as revised per the 
previous interrogatory, using the following cost allocation methodology: 
 
Allocate the return (deemed interest plus return on equity) and amortization based on the 
allocation of Account 1860 in the cost allocation model (CWMC in the cost allocation 
model) Allocate the OM&A based on the number of meters installed for each Class 
Allocate PILs based on the revenue requirement allocated to each class before PILs 
 
b) Sum the allocated amounts and calculate the percentages of costs allocated to customer 
rate classes. 
 
c) Subtract the revenues generated from the smart meter funding adder from the overall 
revenue requirement. 
 
d) Allocate the amount calculated in part (c) by using the allocation factors derived in part 
(b) 
 
e) To calculate the smart meter disposition rider, divide the allocated amount by rate class 
derived in part (d) by the number of customers in each class, and then divide by 12. 
 
f) If the proposed disposition period is greater than 1 year, divide the result of part (e) by 
the proposed number of years. 
 
Response: 
 
The smart meter disposition rider using the methodology outlined above is provided in the 
following table and reflects the updated information provided in the revised smart meter model 
referenced in response to IR#72. 
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Total Residential GS < 50
Allocators

   CWMC (Account 1860) 3,827,123                      3,427,572                        399,551                         
   CWMC (Account 1860) 100.00% 89.56% 10.44%
    Number of meters installed 18,796                           16,831                             1,965                             
    Number of meters installed 100.00% 89.55% 10.45%
    Revenue Requirement Allocation before PILs 9,782,462                      7,778,502                        2,003,961                      
    Revenue Requirement Allocation before PILs 100.00% 79.51% 20.49%

    Total Return (deemed interest plus return on equity) 494,596$                       442,960$                         51,636$                         
    Amortization 617,674$                       553,189$                         64,485$                         
    OM&A 264,346$                       236,710$                         27,636$                         
    PILs 30,270$                         24,069$                           6,201$                           

Total Revenue Requirement 2006 to 2011 1,406,885$                    1,256,928$                      149,957$                       

100.00% 89.34% 10.66%
Smart Meter Rate Adder Revenues ($980,975)
Carrying Charge ($28,910)
Smart Meter True-up 397,000$                       354,685$                         42,316$                         

Metered Customers 19,303                           16,831                             2,472                             

Rate Rider to Recover Smart Meter Costs Over 4 Years 0.43$                             0.44$                               0.36$                             

Smart Meter Actual Cost Recovery Rate Rider
Calculated by Rate Class
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74. Ref: Exhibit 9/Tab 2/Sch 1/p.6 
 
a) Please confirm that Norfolk Power’s costs recorded in Account 1555 and Account 1556 
are directly related to the smart meter program and are incremental costs. If this is not the 
case, please explain. 
 
Response: 
 
In the time since the original submission of this application, Norfolk conducted a thorough 
review of all costs included in accounts 1555 and 1556. As a result of this review, Norfolk has 
removed non-incremental costs of $127,986 that was originally included in Account 1556 (Smart 
Meter OM&A), mainly internal labour costs. The updated Smart Meter model submitted with 
these interrogatory responses reflects the removal of those non-incremental OM&A costs from 
account 1556. As such, Norfolk confirms that the costs recorded in Accounts 1555 and 1556 are 
directly related to the smart meter program and are incremental costs. 
 

b) Please confirm Norfolk Power’s costs recorded in Account 1555 and Account 1556 are in 
accordance with the Board’s August 7, 2007 Decision in the combined proceeding 
regarding smart meters (EB-2007-0063) (the “Combined Smart Meter Proceeding”), 
Appendix A. 
 
Response: 
 
Norfolk confirms that the costs recorded in Account 1555 and 1556 are in accordance with the 
Board’s August 7, 2007 Decision in the combined proceeding regarding smart meters (EB-2007-
0063) (the “Combined Smart Meter Proceeding”), Appendix A. 
 

c) Do the costs recorded in Account 1555 meet the 14 categories of eligible capital cost 
components (Appendix A to the Board’s August 7, 2007 Decision) listed below? 
 
Advance Metering Communication Device (AMCD) 
 
1. Smart Meter 
2. Installation Cost 
3. Workforce Automation 
 
Advanced Metering Regional Collector (AMRC) (includes LAN) 
4. Collectors 
5. Repeaters 
6. Installation 
 
Advanced Metering Control Computer (AMCC) 
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7. Computer Hardware 
8. Computer Software 
9. Computer Software Licence & Installation 
 
Wide Area Network (WAN) 
10. Activation Fees 
 
Other AMI Capital Costs related to Minimum Functionality 
11. AMI Interface to CIS 
12. Professional Fees 
13. Integration 
14. Program Management 
 
 
 
Response: 
 
Norfolk’s costs meet the 14 categories of eligible capital cost components listed above.  Norfolk 
has filed the updated Smart Meter Model issued by the Board with these interrogatory responses. 
This model provides the details of the costs for each of the applicable capital cost components 
listed above. 
 

d) Do the costs recorded in Account 1556 meet the certain OM&A expenses identified by 
the Board as eligible costs? These costs (Appendix A to the Board’s August 7, 2007 
Decision) are listed below. 
 
AMCD Maintenance 
AMRC/LAN Maintenance 
AMCC Hardware and Software Maintenance 
WAN 
Other (Business Process Redesign/Customer Communication/Program 
Management/Change Management) 
 
Response: 
 
Norfolk confirms that the costs recorded in Account 1556 meet the certain OM&A expenses 
identified by the Board as eligible costs (listed above). 
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75. Ref: Exhibit 9/Tab 2/Sch 1/p.6 
 
a) Please confirm that Norfolk Power does not include borrowing costs relating to money 
borrowed to finance smart meter installations, if any, as part of the Smart Meter Capital 
Account 1555 or Account 1556. Please identify, if any, which USoA account Norfolk Power 
uses to record the borrowing costs. 
 
Response: 
 
Norfolk confirms that it does not include borrowing costs relating to money borrowed to finance 
smart meter installations as part of the Smart Meter Capital Account 1555 or Account 1556.  
 

b) With regard to the Board’s Guideline: “Smart Meter Funding and Cost Recovery” (G-
2008-0002) (the “Guideline”) issued on October 22, 2008, does Norfolk Power use its 
normal capitalization policy for smart meters? If this is not the case, please provide an 
explanation. 
 
 
Response: 
 
Norfolk did use its normal capitalization policy for Smart Meters.  Typically, burdened overhead 
is not applied to meters, and in the case Smart Meters, Norfolk did not apply burdens to its 
meters.   
 
c) Is Norfolk Power recording Stranded Meter Costs in “Subaccount Stranded Meter 
Costs” of Account 1555, or fixed assets (i.e., Account 1860, Meters), or both? How does 
Norfolk Power ensure that the same stranded meter assets are not recorded in both 
Account 1555 and Account 1860 (i.e. avoid double counting)? 
 
Response: 
 
Norfolk is recording Stranded Meter Costs in fixed assets (Account 1860) until January 1, 2012 
at which time it will transfer the gross fixed asset costs and accumulated depreciation of the 
Stranded Assets to the approved sub-account of 1555 (at the same time, Norfolk will transfer the 
capital costs and accumulated amortization from Account 1555 relating to Smart Meters to a sub-
account of 1860 – Meter Capital). By maintaining the integrity of the asset values and related 
accumulated depreciation of the Stranded Meters in 1860 until Smart Meters are approved in 
Rate Base (assuming January 1, 2012), Norfolk ensures that the same stranded meter assets are 
not recorded in both Account 1555 and Account 1860. 
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d) Are the stranded meter costs recorded in Account 1555 comprised of the gross costs of 
the stranded meters, less any capital contributions, less the accumulated depreciation and 
less any proceeds from the disposition of the meters? 
 
Response: 
 
The stranded meter costs recorded in (currently Account 1860, to be transferred to Account 
1555) are comprised of the gross costs of the stranded meters, less the accumulated depreciation 
and less any proceeds from the disposition of the meters.  Norfolk does not and has not collected 
capital contributions for meters, and as such, no portion of capital contributions is related to the 
stranded meter amount. 
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76. Ref: Exhibit 9/Tab 7/Sch 1 
 
Regarding Table 7.1, how was the Return on Rate Base amount of $12,542 derived? 
 
Response: 
 
Regarding Table 7.1, the Return on Rate Base amount of $12,542 was derived using the 
methodology as prescribed by the Addendum to Report of the Board: Implementing International 
Financial Reporting Standards in an Incentive Rate Mechanism Environment (EB-2008-0408) 
dated June 13, 2011. Details of the calculation have been provided below. 

 

The 7.02% is the same return Norfolk has used in determining revenue requirement. Details of 
Norfolk’s cost of capital can be found at Exhibit 5/Tab 1/Schedule 2/Table 1.1. 
 

This Data Is Provided in Table 1.6 in Exhibit 2/Tab 1/Schedule 2 for 2012 CGAAP Test Year 

December 31, 2011 
CGAAP

December 31, 2011 
IFRS

DIFFERENCE (book 
to PPE Variance 

Account)

Gross Fixed Assets 79,147,237 52,667,450

Accumulated Depreciation 28,808,038 1,970,919

Net Book Value 50,339,199 50,696,531 357,332

Average Balance in PPE 
Variance Account                     = Difference between IFRS & CGAAP / 2

= $178,666

Interest on Average Balance 
in PPE Variance Account       = 7.02% X $178,666

= $12,542
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APPENDIX 1 – BOARD STAFF 

 INTERROGATORIES 

 

 

Fixed Asset Continuity Schedule 

BS IR#10e) 

 



BOARD STAFF #10(e)

Year 

Accumulated Depreciation
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions

Disposals / 
Adjustments

Closing 
Balance

Opening 
Balance Additions

Disposals / 
Adjustments Closing Balance Net Book Value

N/A 1805 Land N/A 391,259$          -$               391,259$        -$                 -$               -$                  391,259$          
1806 Land Rights 302,784$          -$               302,784$        -$                 -$               -$                  302,784$          

47 1808 Buildings 2.00% 1,615,717$       4,361$           1,620,078$     149,866-$          32,358-$          1,648$               180,575-$           1,439,503$       
13 1810 Leasehold Improvements N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1815 Transformer Station Equipment >50 kV 2.00% 3,215,596$       5,696,787$    8,912,383$     377,926-$          151,636-$        5,176$               524,387-$           8,387,996$       
47 1820 Distribution Station Equipment <50 kV 3.30% 4,120,928$       33,675$         1,386,755-$       2,767,848$     1,691,662-$       87,303-$          1,415,631$         363,334-$           2,404,514$       
47 1825 Storage Battery Equipment N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1830 Poles, Towers & Fixtures 4.00% 25,698,012$     846,036$       5,686,690-$       20,857,358$   12,098,600-$     848,278-$        5,748,601$         7,198,276-$        13,659,082$      
47 1835 Overhead Conductors & Devices 4.00% 13,715,614$     751,468$       2,750,300-$       11,716,783$   5,405,305-$       453,642-$        2,802,934$         3,056,012-$        8,660,771$       
47 1840 Underground Conduit 4.00% 3,845,066$       160,329$       4,005,396$     1,373,797-$       139,617-$        11,576$             1,501,837-$        2,503,558$       
47 1845 Underground Conductors & Devices 4.00% 7,636,026$       255,331$       1,204,925-$       6,686,432$     2,729,642-$       262,351-$        1,228,921$         1,763,071-$        4,923,361$       
47 1850 Line Transformers 4.00% 11,237,917$     744,525$       11,982,442$   6,212,344-$       542,264-$        44,045$             6,710,564-$        5,271,877$       
47 1855 Services (Overhead & Underground) 4.00% 2,507,308$       271,077$       2,778,385$     432,561-$          105,714-$        17,900$             520,375-$           2,258,010$       
47 1860 Meters 4.00% 4,025,165$       131,968$       4,157,133$     2,229,621-$       155,695-$        10,181$             2,375,136-$        1,781,996$       
47 1860 Meters (Smart Meters) N/A -$                 -$               -$                -$                 -$               -$                  -$                  

N/A 1905 Land N/A 243,636$          -$               243,636$        -$                 -$               -$                  243,636$          
CEC 1906 Land Rights N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1908 Buildings & Fixtures 2.00% 2,215,638$       91,650$         2,307,288$     810,205-$          33,216-$          2,679$               840,742-$           1,466,546$       
13 1910 Leasehold Improvements 10.00% 6,177$              -$               6,177$            3,223-$             640-$               3,863-$               2,314$              
8 1915 Office Furniture & Equipment (10 years) 10.00% 411,687$          5,958$           264,715-$          152,930$        345,971-$          15,028-$          266,478$           94,521-$             58,409$            
8 1915 Office Furniture & Equipment (5 years) N/A -$                 -$               -$                -$                 -$               -$                  -$                  
10 1920 Computer Equipment - Hardware 20.00% 1,280,299$       44,046$         609,419-$          714,926$        1,089,266-$       103,294-$        636,791$           555,770-$           159,156$          
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                  

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                  
12 1925 Computer Software 20.00% 406,997$          35,884$         147,109-$          295,773$        284,676-$          44,571-$          156,246$           173,001-$           122,771$          
12 1925 Computer Software (Smart Meters) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                  
10 1930 Transportation Equipment 10% to 25% 2,122,603$       75,784$         659,750-$          1,538,637$     1,510,404-$       170,213-$        618,087$           1,062,530-$        476,107$          
8 1935 Stores Equipment 10.00% 120,335$          358$              81,132-$           39,562$          102,515-$          3,938-$            81,339$             25,115-$             14,447$            
8 1940 Tools, Shop & Garage Equipment 10.00% 727,933$          6,946$           417,155-$          317,724$        573,406-$          31,425-$          420,526$           184,305-$           133,419$          
8 1945 Measurement & Testing Equipment 10.00% 178,973$          1,895$           180,868$        93,994-$           17,992-$          1,672$               110,314-$           70,554$            
8 1950 Power Operated Equipment N/A -$                 -$               -$                -$                 -$               -$                  -$                  
8 1955 Communications Equipment 10.00% 106,906$          1,021$           107,927$        47,912-$           10,742-$          2,599$               56,055-$             51,872$            
8 1955 Communication Equipment (Smart Meters) N/A -$                 -$               -$                -$                 -$               -$                  -$                  
8 1960 Miscellaneous Equipment 10.00% 412,334$          15,885$         428,220$        100,640-$          42,028-$          13,640$             129,028-$           299,192$          
47 1975 Load Management Controls Utility Premises N/A 16,565$            -$               16,565-$           -$                16,565-$           -$               16,565$             -$                  -$                  
47 1980 System Supervisor Equipment 6.70% 613,956$          540,685$       1,154,641$     266,709-$          58,953-$          64$                    325,599-$           829,042$          

45.1 1980 System Supervisor Equipment - Hardware 20.00% 12,653$            9,479$           22,132$          4,522-$             3,478-$            1,265$               6,735-$               15,397$            
47 1985 Miscellaneous Fixed Assets N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1995 Contributions & Grants 4.00% 7,654,021-$       819,501-$       8,473,522-$     1,638,433$       322,553$        29,144-$             1,931,842$        6,541,679-$       
8 2005 Property Under Capital Lease 10.00% 10,039$            -$               10,039$          5,019-$             1,004-$            6,023-$               4,015$              

N/A 2055 Work In Progress N/A 5,472,038$       5,472,038-$    -$                -$                 -$               -$                  -$                  
Total 85,016,144$     3,433,607$    13,224,513-$     75,225,237$   36,317,916-$     2,992,829-$     13,475,419$       25,835,326-$      49,389,911$      

Less: Fully Allocated Depreciation
10 Transportation Transportation 170,213-$           
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 33,317-$             

12/45 Computer Hardware & Software Computer HW & SW 147,866-$           
Adjustment for 1/2 Year Rule 289,866-$           
Net Depreciation to Inc. Stmt 2,351,567-$         

Note: 2010 Amortization Expense adjusted for 2007 to 2009 cumulative effect
of adopting half-year rule

Appendix 2-B
Fixed Asset Continuity Schedule

Actual 2010

Cost



BOARD STAFF #10(e)

Year IFRS REVISED TO SHOW FULL GROSS ASSET & ACCUMULATED DEPRECIATION

Accumulated Depreciation
CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance Additions Disposals

Closing 
Balance

Opening 
Balance Additions Disposals

Closing 
Balance Net Book Value

N/A 1805 Land N/A 391,259$          -$               391,259$        -$                 -$               -$                  391,259$             
1806 Land Rights 302,784$          1,000$           303,784$        -$                 -$               -$                  303,784$             

47 1808 Buildings 2.00% 1,620,078$       -$               1,620,078$     180,575-$          33,112-$          213,687-$          1,406,391$          
13 1810 Leasehold Improvements N/A -$                 -$               -$                -$                 -$               -$                  -$                     
47 1815 Transformer Station Equipment >50 kV 2.00% 8,912,383$       -$               8,912,383$     524,387-$          232,330-$        756,717-$          8,155,666$          
47 1820 Distribution Station Equipment <50 kV 3.30% 2,767,848$       65,131$         2,832,979$     363,334-$          161,059-$        524,393-$          2,308,586$          
47 1825 Storage Battery Equipment N/A -$                 -$               -$                -$                 -$               -$                  -$                     
47 1830 Poles, Towers & Fixtures 4.00% 20,857,358$     1,038,945$    21,896,303$   7,198,276-$       395,240-$        7,593,517-$       14,302,786$        
47 1835 Overhead Conductors & Devices 4.00% 11,716,783$     738,072$       12,454,855$   3,056,012-$       191,773-$        3,247,785-$       9,207,070$          
47 1840 Underground Conduit 4.00% 4,005,396$       191,050$       4,196,446$     1,501,837-$       60,211-$          1,562,048-$       2,634,397$          
47 1845 Underground Conductors & Devices 4.00% 6,686,432$       336,943$       7,023,375$     1,763,071-$       219,158-$        1,982,229-$       5,041,146$          
47 1850 Line Transformers 4.00% 11,982,442$     784,127$       12,766,569$   6,710,564-$       174,804-$        6,885,368-$       5,881,200$          
47 1855 Services (Overhead & Underground) 4.00% 2,778,385$       232,828$       3,011,213$     520,375-$          66,958-$          587,333-$          2,423,880$          
47 1860 Meters 4.00% 4,157,133$       62,526$         4,219,659$     2,375,136-$       97,707-$          2,472,843-$       1,746,815$          
47 1860 Meters (Smart Meters) N/A -$                 -$               -$                -$                 -$               -$                  -$                     

N/A 1905 Land N/A 243,636$          -$               243,636$        -$                 -$               -$                  243,636$             
CEC 1906 Land Rights N/A -$                 -$               -$                -$                 -$               -$                  -$                     
47 1908 Buildings & Fixtures 2.00% 2,307,288$       10,000$         2,317,288$     840,742-$          101,372-$        942,114-$          1,375,174$          
13 1910 Leasehold Improvements 10.00% 6,177$              -$               6,177$            3,863-$             654-$               4,517-$              1,660$                 
8 1915 Office Furniture & Equipment (10 years) 10.00% 152,930$          15,000$         167,930$        94,521-$           15,568-$          110,089-$          57,841$               
8 1915 Office Furniture & Equipment (5 years) N/A -$                 -$               -$                -$                 -$               -$                  -$                     
10 1920 Computer Equipment - Hardware 20.00% 714,926$          30,000$         744,926$        555,770-$          63,095-$          618,865-$          126,061$             
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                     

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                     
12 1925 Computer Software 20.00% 295,773$          27,000$         322,773$        173,001-$          37,574-$          210,575-$          112,197$             
12 1925 Computer Software (Smart Meters) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                     
10 1930 Transportation Equipment 10% to 25% 1,538,637$       440,000$       1,978,637$     1,062,530-$       82,451-$          1,144,981-$       833,656$             
8 1935 Stores Equipment 10.00% 39,562$            -$               39,562$          25,115-$           3,990-$            29,105-$            10,457$               
8 1940 Tools, Shop & Garage Equipment 10.00% 317,724$          35,000$         352,724$        184,305-$          32,269-$          216,574-$          136,150$             
8 1945 Measurement & Testing Equipment 10.00% 180,868$          -$               42,514-$       138,354$        110,314-$          12,762-$          123,076-$          15,278$               
8 1950 Power Operated Equipment N/A -$                 -$               -$                -$                 -$               -$                  -$                     
8 1955 Communications Equipment 10.00% 107,927$          8,000$           13,133-$       102,794$        56,055-$           23,866-$          79,921-$            22,873$               
8 1955 Communication Equipment (Smart Meters) N/A -$                 -$               -$                -$                 -$               -$                  -$                     
8 1960 Miscellaneous Equipment 10.00% 428,220$          -$               33,857-$       394,363$        129,028-$          99,699-$          228,727-$          165,636$             
47 1975 Load Management Controls Utility Premises N/A -$                 -$               -$                -$                 -$               -$                  -$                     
47 1980 System Supervisor Equipment 6.70% 1,154,641$       212,761$       1,367,402$     325,599-$          57,234-$          382,833-$          984,569$             

45.1 1980 System Supervisor Equipment - Hardware 20.00% 22,132$            -$               22,132$          6,735-$             847-$               7,582-$              14,550$               
47 1985 Miscellaneous Fixed Assets N/A -$                 -$               -$                -$                 -$               -$                  -$                     
47 1995 Contributions & Grants 4.00% 8,473,522-$       861,340-$       9,334,862-$     1,931,842$       193,818$        2,125,660$       7,209,201-$          
8 2005 Property Under Capital Lease 10.00% 10,039$            -$               10,039$          6,023-$             1,004-$            7,027-$              3,011$                 

N/A 2055 Work In Progress N/A -$                 -$               -$                -$                 -$               -$                  -$                     
Total 75,225,237$     3,367,043$    89,504-$       78,502,776$   25,835,326-$     1,970,919-$     -$             27,806,246-$     50,696,531$        

Less: Fully Allocated Depreciation
10 Transportation Transportation 82,451-$       
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 37,263-$       

12/45 Computer Hardware & Software Computer HW & SW -$             
Net Depreciation to Inc. Stmt 1,851,205-$   

Appendix 2-B
Fixed Asset Continuity Schedule

2011 Bridge

Cost



BOARD STAFF #10(e)

Year IFRS REVISED TO SHOW FULL GROSS ASSET & ACCUMULATED DEPRECIATION

Accumulated Depreciation

CCA 
Class OEB Description

Depreciation 
Rate

Opening 
Balance 

(Adjusted for 
Smart Meters & 

Stranded 
Meters) Additions Disposals

Closing 
Balance

Opening 
Balance 

(Adjusted for 
Smart Meters & 

Stranded 
Meters) Additions Disposals

Closing 
Balance Net Book Value

N/A 1805 Land N/A 391,259$          -$               391,259$        -$                 -$               -$                  391,259$          
CEC 1806 Land Rights N/A 303,784$          -$               303,784$        -$                 -$               -$                  303,784$          
47 1808 Buildings 2.00% 1,620,078$       -$               1,620,078$     213,687-$          33,112-$          246,799-$          1,373,279$       
13 1810 Leasehold Improvements N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1815 Transformer Station Equipment >50 kV 2.00% 8,912,383$       -$               8,912,383$     756,717-$          232,330-$        989,047-$          7,923,336$       
47 1820 Distribution Station Equipment <50 kV 3.30% 2,832,979$       245,564$       3,078,543$     524,393-$          167,198-$        691,591-$          2,386,952$       
47 1825 Storage Battery Equipment N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1830 Poles, Towers & Fixtures 4.00% 21,896,303$     1,306,399$    23,202,702$   7,593,517-$       421,300-$        8,014,817-$       15,187,885$      
47 1835 Overhead Conductors & Devices 4.00% 12,454,855$     825,987$       13,280,842$   3,247,785-$       199,428-$        3,447,213-$       9,833,629$       
47 1840 Underground Conduit 4.00% 4,196,446$       89,296$         4,285,742$     1,562,048-$       63,015-$          1,625,063-$       2,660,678$       
47 1845 Underground Conductors & Devices 4.00% 7,023,375$       181,271$       7,204,646$     1,982,229-$       227,795-$        2,210,024-$       4,994,622$       
47 1850 Line Transformers 4.00% 12,766,569$     850,097$       13,616,666$   6,885,368-$       195,231-$        7,080,599-$       6,536,066$       
47 1855 Services (Overhead & Underground) 4.00% 3,011,213$       334,860$       3,346,073$     587,333-$          74,055-$          661,388-$          2,684,685$       
47 1860 Meters 4.00% 2,087,050$       310,750$       2,397,800$     1,200,905-$       50,876-$          1,251,781-$       1,146,018$       
47 1860 Meters (Smart Meters) 10.00% 3,214,012$       -$               3,214,012$     479,090-$          321,401-$        800,491-$          2,413,521$       

N/A 1905 Land N/A 243,636$          -$               243,636$        -$                 -$               -$                  243,636$          
CEC 1906 Land Rights N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1908 Buildings & Fixtures 2.00% 2,317,288$       -$               2,317,288$     942,114-$          101,472-$        1,043,586-$       1,273,702$       
13 1910 Leasehold Improvements 10.00% 6,177$              -$               6,177$            4,517-$             654-$               5,171-$              1,006$              
8 1915 Office Furniture & Equipment (10 years) 10.00% 167,930$          15,500$         183,430$        110,089-$          13,790-$          123,879-$          59,551$            
8 1915 Office Furniture & Equipment (5 years) N/A -$                 -$               -$                -$                 -$               -$                  -$                  
10 1920 Computer Equipment - Hardware 20.00% 744,926$          40,000$         784,926$        618,865-$          93,720-$          712,585-$          72,341$            
45 1920 Computer Equip.-Hardware(Post Mar. 22/04) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                  

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) 20.00% -$                 -$               -$                -$                 -$               -$                  -$                  
12 1925 Computer Software 20.00% 322,773$          142,500$       465,273$        210,575-$          47,211-$          257,786-$          207,486$          
12 1925 Computer Software (Smart Meters) 25.00% 406,373$          -$               406,373$        129,885-$          101,593-$        231,478-$          174,895$          
10 1930 Transportation Equipment 10% to 25% 1,978,637$       40,000$         2,018,637$     1,144,981-$       98,451-$          1,243,432-$       775,205$          
8 1935 Stores Equipment 10.00% 39,562$            -$               39,562$          29,105-$           3,107-$            32,212-$            7,350$              
8 1940 Tools, Shop & Garage Equipment 10.00% 352,724$          28,000$         380,724$        216,574-$          30,959-$          247,533-$          133,191$          
8 1945 Measurement & Testing Equipment 10.00% 138,354$          -$               138,354$        123,076-$          9,772-$            132,848-$          5,506$              
8 1950 Power Operated Equipment N/A -$                 -$               -$                -$                 -$               -$                  -$                  
8 1955 Communications Equipment 10.00% 102,794$          53,000$         155,794$        79,921-$           22,089-$          102,010-$          53,784$            
8 1955 Communication Equipment (Smart Meters) N/A -$                 -$               -$                -$                 -$               -$                  -$                  
8 1960 Miscellaneous Equipment 10.00% 394,363$          -$               394,363$        228,727-$          88,879-$          317,606-$          76,757$            
47 1975 Load Management Controls Utility Premises N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1980 System Supervisor Equipment 6.70% 1,367,402$       89,296$         1,456,698$     382,833-$          64,785-$          447,618-$          1,009,080$       

45.1 1980 System Supervisor Equipment - Hardware 20.00% 22,132$            -$               22,132$          7,582-$             847-$               8,429-$              13,703$            
47 1985 Miscellaneous Fixed Assets N/A -$                 -$               -$                -$                 -$               -$                  -$                  
47 1995 Contributions & Grants 4.00% 9,334,862-$       652,000-$       9,986,862-$     2,125,660$       205,507$        2,331,167$       7,655,694-$       
8 2005 Property Under Capital Lease 10.00% 10,039$            -$               10,039$          7,027-$             1,004-$            8,031-$              2,007$              

N/A 2055 Work In Progress N/A -$                 -$               -$                -$                 -$               -$                  -$                  
Total 79,990,552$     3,900,520$    -$            83,891,072$   27,143,283-$     2,458,567-$     -$            29,601,850-$     54,289,222$      

Less: Fully Allocated Depreciation
10 Transportation Transportation 98,451-$       
8 Stores Equipment & Garage Tools Stores & Garage  Equipment 32,591-$       

12/45 Computer Hardware & Software Computer HW & SW -$            
Net Depreciation to Inc. Stmt 2,327,525-$  
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KPMG LLP 
Chartered Accountants 
Box 976 
21 King Street West Suite 700 
Hamilton ON  L8N 3R1 

  
 
Telephone (905) 523-8200 
Telefax (905) 523-2222 
www.kpmg.ca 

 

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network 
of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity.  
KPMG Canada provides services to KPMG LLP. 

Mr. Jody McEachran 
Chief Financial Officer 
Norfolk Power Distribution Inc. 
P.O. Box 588 
70 Victoria Street 
Simcoe  ON  N3Y 4N6 

November 23, 2011 

Dear Mr. McEachran: 

IFRS Accounting Policies 

We are writing this letter to describe the nature of our assistance to Norfolk Power Distribution Inc. 
(“the Company”) in its effort to develop IFRS compliant accounting policies.  We provided our 
services through a series of facilitated sessions to assist management of the Company in its 
development of its IFRS compliant accounting policies.  This facilitation process has been used in 
our work with 18 other utilities assisting them with their conversion to IFRS.  A member of our team 
also worked with the Ontario Energy Board (the “OEB”) to develop the Board report on the 
Transition to International Financial Reporting Standards. 

We facilitated a session with management and engineering/operations staff to assist them with the 
determination of the level of componentization required by IFRS.  Once the IFRS compliant 
components were determined by management, we facilitated a session with management and 
engineering/operations staff to determine the useful lives of the components based upon the 
definition of useful life contained in IAS 16.  As instructed by the Ontario Energy Board (“OEB”), 
the Company made use of the Kinectrics Report commissioned by the OEB “to assist the distributors 
in their transition from Canadian Generally Accepted Accounting Principles … to these international 
standards.”1  , the facilitated session was used by management of the Company to consider the 
information in the Kinectrics Report to develop the asset service lives suitable in the Company’s 
circumstances as advised by the OEB and outlined in it’s letter to All Licensed Distributors dated 
July 8, 2010.

                                                      
1 Ontario Energy Board, Letter to All Licensed Electricity Distributors dated July 8, 2010 



 

 

 

We facilitated a session with management to review the costs included in the Company’s burden 
rates used to capitalize overhead costs to the construction of its assets.  The costs were reviewed by 
management to determine whether they were “costs that were directly attributable to bringing the 
asset to the location and condition necessary for it to be capable of operating in the manner intended 
by management.”2  Costs were also reviewed by management for any costs specifically excluded 
from the definition of the elements of cost in IAS 16.19.  Management discussed and determined an 
appropriate definition of administration and other general overhead costs in relation to the costs 
included in the Company’s CGAAP burden costs. 

We facilitated a session with management in order for management to determine the Company’s 
definition of a “Qualifying Asset” in accordance with IAS 23, specifically, to define the period of 
time that is “a substantial period of time to get ready for its intended use or sale.”3 

At the conclusion of the facilitated sessions, we assisted with the drafting of management’s 
accounting policy documents based upon the decisions and conclusions made by management during 
the facilitated sessions. 
 
 
Yours very truly 
 
 
 
 
Lois Ouellette, CA 
Senior Manager 
905-687-3276 
 
 
 

                                                      

2 IAS 16.16(b) 
3 IAS 23.5 
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NORFOLK POWER DISTRIBUTION INC. 

IFRS CONVERSION PROJECT 

Conclusion Document 
 
Standard: IAS 16 – Property, Plant and Equipment 
 
Topic: Capitalization - Burdens     
 

Objective: 

To document the accounting policy on the capitalization of burdens.  

 Background:   

Core Principle 

The cost of an item of property, plant and equipment (PP&E) is recognized as an asset if and only 
if: 

a) It is probable that future economic benefits will flow to the company; and 

b) The cost of the item can be measured reliably.  

 

The cost of an item of PP&E includes any costs that are directly attributable to bringing the asset to 
the location and condition necessary for it to be capable of operating in the manner intended by 
management.  

Certain costs are explicitly prohibited from inclusion as costs of an item of PP&E: 

a) Costs of opening a new facility; 

b) Costs of introducing a new product or service (including advertising and promotion); 

c) Costs of conducting business in a new location or with a new class of customer 
(including costs of staff training) 

d) Administration and other general overhead costs; and, 

e) Day-to-day servicing costs. 

 

IAS 16 does not indicate what constitutes an item of PP&E. Judgment is required when applying 
the core principle.  

 

Directly attributable  

The term “directly attributable” is not defined in IAS 16. The specific facts and circumstances 
surrounding the cost and the ability to demonstrate that the cost is directly attributable to an item of 
PP&E is critical to establishing whether the cost should be capitalized. The cost must be attributed 
to a specific item of PP&E at the time it is incurred. The incurrence of that cost should aid directly 
in the construction effort making the asset more capable of being used than if the cost had not 
been incurred.  

 

General and administrative overhead  

IFRS does not provide a definition of general and administrative overhead (G&A). The specific 
facts and circumstances surrounding the nature of the costs and the activity associated with it must 
be considered to determine if it is directly attributable to an item of PP&E.  
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G&A costs typically benefit the organization as a whole or areas of the organization more broadly 
rather than contributing directly to bringing a physical asset to the location and condition necessary 
for it to be capable of operating in the manner intended by management. The more the nature of a 
particular cost strays from being directly attributable to an item of PP&E, then the more likely it is 
that the cost will be determined to be in the nature of G&A.  

 

Day-to-day servicing costs 

Day-to-day servicing costs are defined as costs of labour and consumables and may include the 
cost of small parts. The purpose of these expenditures is often described as for the “repairs and 
maintenance” of the item of PP&E.   Day-to-day servicing costs related to an item of PP&E are not 
included in the cost of that item of PP&E. 

 

Feasibility studies and pre-construction activities 

Normally, feasibility studies are not capitalized under IFRS as these costs do not always result in 
asset construction, and therefore may not meet the criteria of providing a future economic benefit. 
Additionally, the associated costs must be directly attributable to an item of PP&E. Pre-construction 
activities (such as design work) prior to a decision to go ahead with a capital project do not qualify 
for capitalization.  

 

Considerations: 

 

Canadian GAAP allowed for capitalization of general and administrative overhead, training costs, 

etc. while IFRS does not.  

The Ontario Energy Board (OEB) requires electricity distributors to be in full compliance with IFRS 

requirements as applicable to non-regulated enterprises and only where the Board authorizes 

specific alternative treatment for regulatory purposes is alternative treatment acceptable.  

Under IFRS, training costs and repairs and maintenance cannot be capitalized. Training on how to 

use a piece of equipment can be capitalized, but actual training on a piece of equipment cannot be 

capitalized. Repairs and maintenance costs of an item of PP&E cannot be capitalized to the cost of 

that item of PP&E.  Under IFRS, short term benefits are allowed to be capitalized. 

NP includes certain burdens in the cost of its constructed assets using the following burdens: 

 Payroll 

 Fleet maintenance 

 Stores 

 Engineering 

Payroll  

IAS 16 specifically allows for the cost of employee benefits as defined in IAS 19 to be capitalized 

as a directly attributable cost.  The payroll expenses included in the payroll burden, therefore, can 

be capitalized except for training costs and repairs and maintenance.  

NP includes training costs in the burdens which cannot be capitalized under IFRS.  The following 

are the training costs that cannot be capitalized under IFRS: 
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- In-house training (a/c 90910) - These are miscellaneous expenses and therefore are not 

directly attributable. 

- Miscellaneous courses and workshop (a/c 90918) – These expenses are miscellaneous 

expenses and not directly attributable. 

- Safety consulting (a/c 90920) – These expenses are training costs and not capitalizable. 

- EUSA (a/c 90921) – This expense includes safety training and training expenses for licenses 

which are required for employees in order for employees to install certain assets.  Training 

costs are specifically excluded from capitalization under IFRS. 

- Safety meetings and training (a/c 90930) – This expense mostly includes employee time to 

attend safety meetings. This is not directly attributable to an asset and therefore cannot be 

capitalized. 

- Trade show attendance (a/c 90931) – These expenses are not directly attributable to an asset 

and therefore cannot be capitalized. 

Fleet Maintenance 

Timesheets are completed for the time that a truck is on a job site and therefore use of the truck 

can be directly attributed to an item of PP&E.  Fleet maintenance costs are charged to capital 

based upon an hourly rate for the time spent on the job site.  The following costs are included in 

the determination of the hourly rate. 

Labour and Parts expenses included in this account are related to repair work on the vehicle which 

is used to construct an item of PP&E and are therefore capitalized. 

Depreciation, fuel and other expenses (including inspection, lease costs and plate renewal) can be 

capitalized as they can be directly related to the construction of an asset.  

Repairs and maintenance expenses are not permitted to be capitalized to the cost of the truck as 

they are day to day servicing costs which are not capitalizable. Repairs and maintenance of the 

vehicles used in construction of PP&E are costs of operating the vehicle just like oil and gas.  As 

such, they are part of the cost of using the vehicles for constructing PP&E and should therefore be 

capitalized. 

Truck stand-by is a default account that is used when a truck is not in use. These expenses should 

not be capitalized as they are not directly attributable to an item of PP&E. Similarly, truck downtime 

cannot be included and must be expensed. 

Insurance expense can be capitalized as it is part of the cost of operating the truck while the truck 

is used to construct an asset and so it is directly attributable to an asset. 

Staff time to deliver vehicles to the repair facility cannot be capitalized as it is not attributable to a 

specific item of PP&E. Staff time spent on truck washing and miscellaneous repair are part of the 

operating costs of the vehicles used in the construction of PP&E and therefore are capitalized. 

Stores and Engineering 

Store Activities 

Included in this expense are labour hours, trucking, accounts payable and property charges. 

Labour hours included are for the stockkeeper, some of the purchasing manager’s hours and a 

part-time employee’s hours. The labour for the stock keeper is directly attributable to an asset as it 

relates to inventory, which is going to specific capital jobs. 
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Most of the purchasing manager’s job is related to request for proposals and receiving of inventory.  

Since requests for proposal are for specific jobs, this time is directly attributable to an item of 

PP&E.  Time spent receiving the inventory is not considered to be directly attributable to a specific 

item of PP&E and is not capitalized. 

The part-time employee spends the majority of his time performing building maintenance and 

cleaning work.  This is not considered to be directly attributable to an item of PP&E and so is not 

capitalized in the burden. 

As property charges will occur regardless of the amount of inventory held and is not incurred for 

the purpose of constructing an item of PP&E, it is not to be included. 

IT expenses are more of a general and administrative nature as they would occur regardless of 

whether any assets are constructed. There is an exception for IT expenses being allocated to 

engineering, since IT assets are used for specific jobs. 

Conclusion: 

Labour costs relating to the part-time employee and some of the purchasing manager’s time are to 

be excluded from the stores burden.  Property charges and IT expenses are not to be included. 

Engineering: 

The following expenses are included in engineering labour; engineering manager, engineering 

clerk and technicians, drafting services, layouts, underground subdivision, MS/DS Design, 

miscellaneous engineering expense, technical customer relations, OH and UG line design. 

The engineering manager’s time is related to engineering design, compliance with regulatory work, 

management of the technicians, approving the designs and developing the capital budget. Most of 

the manager’s time is capital but some supervision aspects are included. Therefore, expense are 

to be included as they are directly attributable to the construction of the asset. 

The engineering clerk provides support to the technicians which would be considered 

administrative support. These hours are not directly attributable to specific capital projects and 

therefore this expense is not be capitalized.  

The technicians work on specific capital projects and therefore should be capitalized as they are 

directly attributable costs. 

Drafting services and layouts are directly related to the design of capital projects (assets). 

Therefore, these costs should be capitalized. 

Underground subdivision costs are directly related to construction of underground assets and 

therefore capitalized. 

MS/DS Design costs are directly related to the design of specific capital assets and therefore 

should be capitalized. 

Miscellaneous engineering expenses (a/c 9100192) are directly attributable to capital as the costs 

included in this account are incurred by engineering staff as they complete their tasks which are 

directly attributable to capital projects.  

 

Technical customer relations expenses are directly related to capital projects and therefore 

capitalized. 

 

O/H and U/G line design expenses are directly related to the design of capital assets and therefore 

are capitalized. 
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The entire engineering burden is allocated to capital based on a percentage of the cost of a project 

(project cost includes materials, labour and trucking).  
 

Conclusion:   

NPDI will capitalize all costs, including the above burdens, when the cost is directly attributable to 

bringing the item of PP&E to the location and condition necessary for it to be capable of operating 

in the manner intended by management. 

Any general and administrative costs currently included in the various burden rates, such as 

training and other administrative expenses, will not be capitalized.  

The following changes were made to the capitalization policy as a result of the transition to IFRS. 

Payroll 

Training costs and safety meetings were removed from this burden. 

Fleet maintenance 

Truck stand-by and downtime costs have been removed from this burden. 

Stores 

Labour costs relating to a part-time employee linked to the department have been removed from 

this burden.  A portion of the purchasing manager’s time has been excluded from the burden.  

Property charges and IT costs have been removed from this burden. 

Engineering 

Labour costs relating to the engineering clerk have been removed from this burden. 
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NORFOLK POWER DISTRIBUTION INC. 

IFRS CONVERSION PROJECT 

Conclusion Document 
 
Standard: IAS 23 – Borrowing Costs  
 
Topic: Borrowing Costs – Property, Plant and Equipment   
 

Objective: 

To determine the policy on accounting for borrowing costs for property, plant and equipment.   

Background:  

Borrowing costs are interest and other costs that an entity incurs in connection with the borrowing 
of funds. A qualifying asset is an asset that necessarily takes a substantial period of time to get 
ready for its intended use or sale. A substantial period of time is not defined in the IAS standard. 
Guidance provided by KPMG suggests that a substantial period of time would be considered to be 
a period well in excess of 6 months.  

For all subsequent periods following the initial recognition of an asset, IAS 16 permits a choice of 
using either the cost model or the revaluation model for valuing PP&E.  Norfolk Power has chosen 
to use the cost model in accordance with the OEB requirement. 

IAS 23 requires borrowing costs to be expensed as they are incurred unless they relate to 
“qualifying assets”, in which case they must be capitalized if certain conditions are met. When 
interest is capitalized, IAS 23 requires the following steps: 

 Begin capitalization when borrowing costs are incurred and expenditures and activities to 
develop a qualifying asset are in progress; 

 Suspend capitalization when development is interrupted for extended periods; and  

 Cease capitalization when a qualifying asset is ready for its intended use or sale. 

Borrowing costs that are directly attributable to the acquisition, construction, or production of a 
qualifying asset form part of the cost of that asset. All other borrowing costs are recognized as 
interest expense.  

The borrowing costs capitalized must reflect the weighted average of the actual borrowing costs 
incurred.   The OEB requires the actual interest rate on the debt to be used if the related debt was 
acquired on an arm’s length basis.  If the debt is acquired on a non-arm’s length basis then the 
interest rate used cannot exceed the Board’s published rates for CWIP. 

Definitions: 

Qualifying Asset - Management discussed the nature of the projects and typical construction times 

and determined that NP will work with a definition of “substantial period of time” as being greater 

than one year to construct. 

 

Based on the projects forecasted, management estimated that the majority of the projects will not 

take more than 6 months to complete. 

 

Currently, all of the debt held by Norfolk Power is external.   Therefore, Norfolk Power would have 

interest to capitalize to projects potentially greater than 6 months: 

 

Simcoe conversion – management estimates that this project could take the following amount of 

time: 
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- 1-2 months design 
-  4 months construction 
 

In total this project shouldn’t take more than 6 months to complete. 

 

Green energy – FIT connection – It is estimated by management that these projects will take 

greater than 6 months to complete with expected delays.  These delays are not considered to be 

typical therefore these projects are not qualifying assets.  It is anticipated that the majority of the 

project will not be financed.   

 

It is common practice for Norfolk Power to have delays during projects which are not typical. 

The business is a constant rolling amount of projects which includes a broad range of jobs; some 

of which take longer than others.  If one job is delayed another is worked on it its place.  As a 

result, some projects will actually take longer than 6 months to construct when delays are factored 

in.  Management concluded that delay time should not be considered when determining if a project 

is a qualifying asset. 

 

Typically the construction of projects at NP do not take more than 6 months to complete. 

To determine if borrowing costs need to be capitalized, NP will make it a year end process to 

assess how long a project has been in progress, and capitalize borrowing costs if a significant 

period of time has passed for the construction of the asset. 

 
Conclusion:  

Norfolk Power concludes that none of the forecasted projects are expected to take greater than 6 

months to complete  Therefore, none of the projects are considered qualifying assets and none of 

the associated borrowing costs will be capitalized. 

 



Norfolk Power Distribution Inc 
EB-2011-0272 

Board Staff Interrogatory Responses 
Filed: November 28, 2011 

 

 

 

 

APPENDIX 5 – BOARD STAFF 

 INTERROGATORIES 

 

 

Asset Retirement Obligations 

BS IR#13, 13c) 

 



NORFLOK POWER DISTRIBUTION INC. 

IFRS CONVERSION PROJECT 

Conclusion Document 
 
Standard: IAS 16 – Property, Plant and Equipment 
 
Topic: Property, Plant and Equipment Derecognition of PP&E  
 

Objective: 

To document the accounting policy on derecognition of property, plant and equipment. 

 Background:  

The carrying amount of an item of property, plant and equipment (PP&E) shall be derecognized: 

(a) On disposal; or 

(b) When no future economic benefits are expected from its use or disposal (eg. the item is 
removed from use).  

 

When a part of an item of PP&E is replaced and that replacement is capitalized under the 
recognition principle in IAS 16, then the replaced part is derecognized regardless of whether the 
replaced part has been identified as a separate component and depreciated separately. 

 

The gain or loss arising from the derecognition of an item of PP&E shall be included in profit or loss 
when the item is derecognized. Gains shall not be classified as revenue, but instead should be 
presented as other income or expense.  

 

The disposal of an item of PP&E may occur in a variety of ways (e.g. by sale, by entering into a 
finance lease, by donation, etc.).  In determining the date of disposal of an item, an entity applies 
the criteria in IAS 18 for recognizing revenue from the sale of goods. Under IAS 18.14, revenue 
from the sale of goods shall be recognized when all the following conditions have been satisfied: 

(a) The entity has transferred to the buyer the significant risks and rewards of ownership of 
the goods 

(b) The entity retains neither continuing managerial involvement to the degree usually 
associated with ownership nor effective control over the goods sold; 

(c) The amount of revenue can be measured reliably; 

(d) It is probable that the economic benefits associated with the transition will flow to the 
entity; and 

(e) The costs incurred or to be incurred in respect of the transactions can be measured 
reliably.  

The gain or loss arising from derecognizing an item of PP&E shall be determined as the difference 
between the net disposal proceeds, if any, and the carrying amount of the item. 
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Considerations: 

 

The pooled method of accounting for capital assets for Utility companies is a method that is 

approved by the Ontario Energy Board (“OEB”).   

 

The pooled method of accounting, pools like assets together based on the year of addition.  The 

pooling method assumes that each asset will last, on average, their full useful life. 

 

Under the pooled method it is assumed that some assets within the same asset pool may last 

longer or shorter than their estimated useful lives.   It is further assumed that the differences should 

average out in the long run. However, the assumption does not always hold true, especially when 

assets are removed from service before the end of their useful lives (e.g., when a road is widened). 

 

Under the pooled method, if an asset is removed from service prior to the end of its useful life, 

there is no entry to remove the asset as it remains in the General Ledger (i.e. it is not 

derecognized). 

 

Currently, Norfolk records its capital assets using the pooling method of accounting and does not 

derecognize assets removed from service prior to the end of their useful lives. 

 

Since Norfolk does occasionally remove assets from service prior to the end of their useful lives, 

these removed assets should be derecognized.  Norfolk must derecognize the cost of the asset 

being removed/disposed.  A write-off should be recorded in for the remaining NBV of the asset 

removed/disposed.  Any proceeds on the disposal of the asset would offset the write-off. 

 

Accounting staff should be notified when assets are removed from service.  Accounting staff would 

then prepare the correct entries to write off said assets. 

.  

 

For the purpose of the rate application, Norfolk will need to determine which assets will be 

removed before the end of their useful lives in the forecast period so that the NBV’s can be written 

off accordingly. 

 

To determine if a write-off of assets is required, an analysis of each of the projects currently 

forecasted is set out below. 

 

If these projects include only the addition of a new asset, without removal of old assets, then there 

are no de-recognition losses to record. 

 

Norfolk Management has reviewed all upcoming/forecasted projects where assets are being 

removed from service.  In each case the assets have been in service for greater than 25 years and 

as such are fully depreciated.  Therefore, the NBV is zero and there will be no loss on disposal. 

 
Projects forecasted: 

 

Simcoe and Waterford conversion projects - These projects involve the removal of existing assets 

and are being replaced with upgraded assets.  These assets are more than 25 years old with 

NBV’s of zero.  Therefore there is no loss on disposal to recognize. 
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Pole replacement program – this program is completed on a systematic basis and management 

estimates that all poles are at least 25 years old and therefore NBV is zero.   

 

Miscellaneous overhead and underground betterments – these projects are initiated by customer 

demand requiring the installation of new assets.  No assets are removed from service. 

 

Plant relocation  road widening – this project involves the removal of some assets which could 

have a remaining NBV.  This is not expected to be significant.  

 

Rebuild Potts Road – Rebuild of pole line since assets are approaching the end of their useful 

lives.  Therefore no loss on disposal to record. 

 

Fleet replacement plan – Norfolk estimates that its existing fleet will not be replaced, but simply 

added to.   In the past, Norfolk has removed vehicles from their records when they are disposed of 

and therefore they are currently following the rules of IFRS.  No change is required. 

 

Miscellaneous DS Equipment Upgrades – This project is for upgrades determined through 

inspections.  Not many assets will be removed as part of this project.  Therefore no loss on 

disposal will occur. 

 

Reroute NP5 F4 to Queen Street South – Management has concluded that the assets to be 

removed are likely greater than 25 years old, and therefore NBV is zero and no loss on disposal 

will occur. 

 

NP8 DS Ann Street transformer replacement – this project involves the removal of assets. 

Management has concluded that the assets to be removed are greater than 25 years old, and 

therefore NBV is zero and no loss on disposal will occur. 

 

Green energy projects – These are new assets and therefore no assets are being disposed. 

 

Conclusion:  None of the projects forecasted for 2012 will result in a loss on disposal of assets. 

 

Conclusion:   

No derecongition of costs have been highlighted in the forecasted projects. 

In order to be IFRS compliant, Norfolk’s Accounting Department needs to be notified when 
changes occur in the field regarding fixed assets and their removal from service.  Accounting must 
then remove the fixed assets from their records and record the loss in the income statement.  
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NORFOLK POWER DISTRIBUTION INC. 
IFRS CONVERSION PROJECT 

Conclusion Document 
 
Standard: IAS 16 – Property, Plant and Equipment 
 
Topic: Componentization and Depreciation     
 
Objective: 
To document the accounting policy on componentization and depreciation of property, plant and 
equipment. 

 Background:  

Each part of an item of property, plant and equipment (PP&E) with a cost that is significant in 
relation to the total cost of the item shall be depreciated separately. 

An entity should allocate the amount initially recognized in respect of an item of PP&E to its 
significant parts to be depreciated separately.  

A significant part of an item of PP&E may have a useful life and a depreciation method that are the 
same as the useful life and the depreciation method of another significant part of that same item. 
Such parts may be grouped in determining the depreciation charge.  

Depreciation is to be computed on a systematic basis over the estimated useful life of the item of 
PP&E.   The depreciable amount of an asset is determined after deducting its residual value. In 
practice, the residual value of an asset is often insignificant and therefore immaterial in the 
calculation of the depreciable amount. 

The residual value and the useful life of an asset shall be reviewed at least at each financial year-
end and, if expectations differ from previous estimates, the change(s) shall be accounted for as a 
change in an accounting estimate in accordance with IAS 8 Accounting Policies, Changes in 
Accounting Estimates and Errors. 

Depreciation of an asset begins when it is available for use (i.e. when it is in the location and 
condition necessary for it to be capable of operating in the manner intended by management). 
Depreciation of an asset ceases at the earlier of the date that the asset is classified as held for sale 
in accordance with IFRS 5 and the date that the asset is derecognized.  
Considerations: 
Significant components of PP&E will be separately accounted for under IFRS. Each significant 
component and the estimated useful lives, for purposes of computing depreciation expense under 
IFRS, will be set out in Table 1 as attached.   

Overhead system 

Four components identified – poles, primary conductor, switches and transformers.  Cross arms 
and insulators are attached to the poles but are replaced when the pole is replaced. The life of 
these fixtures is limited by the life of the pole as a result of this replacement practice. Insulators 
may be replaced prior to the pole replacement however they are not a significant portion of the cost 
of a fully dressed pole. For this reason, poles will be grouped with cross arms and insulators.  
Conductor and switches are grouped under CGAAP, however, the cost relative to each other is 
significant and the useful lives differ.  Conductors and switches will be segregated as separate 
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components.  Transformers and voltage regulators are part of the overhead system.  There are 
very few voltage regulators in the system.  The useful life of the transformers is comparable to the 
overhead switches.  Since there are so few voltage regulators in the system they will be grouped 
with transformers.  Transformers could be grouped with switches but since they are currently 
segregated, this segregation will be maintained.  

Poles 

The poles are wood or concrete, but most poles in the system are wood.  Kinectrics identifies the 
typical useful life of a wood pole as 45 years. Kinectrics typical useful life is based upon high 
mechanical stress, low electrical load and moderate environmental factors. Mechanical stress 
impact on poles in Norfolk’s system is typical and the amount of stress should be fairly similar 
amongst Ontario Utilities. Norfolk is impacted a bit more by environmental factors due to the 
proximity to the lake and being in rural areas (etc). This includes ice storms which also impact their 
mechanical stress due to the environment in the area.  Since there are no indicators that are 
different than Kinectrics typical situation for the poles, a useful life of 45 years is chosen.   

Primary conductor 

The primary conductor typical useful life is 60 years per the Kinectrics report. Sometimes the 
conductor will get replaced with the pole line at 45 years of life. During rebuilds, the conductor is 
transferred from old poles over to the new poles. Conductor is normally replaced because they are 
undersized, not due to failure. In a single pole swap the conductor will not be changed, but if there 
is a rebuild of all poles, the conductor would likely be changed. Conversion projects are being done 
in neighborhoods where the age of the system is 35 to 40 years. Conversion projects are selected 
typically due to undersized units as opposed to the conductor being at the end of its life. When 
substations are being phased out, the wire will be replaced. New wire is typically installed in the 
conversion projects. As the wire will last longer than the poles, the useful life is greater than 45 
years. Wire has been replaced due to technology changes not as a result of system failure. One-
quarter of the system has been updated and the remaining portion of the system is older. There is 
higher electrical stress on the older system. Capital plans will require changeover sooner than the 
physical requirements (due to age, voltage, conversions and physical condition). Currently the 
older system has shorter pole spans.  As a result there is less mechanical stress but perhaps 
greater electrical stress due to higher loading. Kinectrics based the typical useful life on moderate 
mechanical stress, low electrical loading and moderate environmental conditions. The updated 
newer system has slightly higher mechanical stress since the pole span is greater but has a lower 
electrical load because the system has been upgraded. The older system has lower mechanical 
stress, but higher electrical loading. The environmental factors vary over the territory as well. Some 
areas have lower environmental factors (e.g. urban areas) while the rural areas have higher 
environmental factors. Therefore, the factors are similar to the Kinectrics typical life factors. 
Therefore a useful life of 60 years is chosen for the conductor. 

Switches 

There are a variety of switch types in the system. Line switches do not typically fail before a 
wire/pole fails and therefore have a life of 45 or more years.. There is a switch maintenance 
program in place and load interrupter switches undergo annual maintenance. Fused cutouts may 
not last as long as a pole (i.e. <45 years). When the fuse gets triggered there is a higher chance of 
failure.  An inline solid switch will last much longer than a fuse switch. Currently there are more 
fused cutouts than there are inline solid switches in the system. The average life of fused cutouts is 
about 25 years. The average of the two types is about 40 years. Therefore, the useful life for 
overhead switches is determined to be 40 years. 
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Transformers 

The typical Kinectrics useful life for Overhead Transformers of 40 years is based on low 
mechanical stress, moderate electrical loading and moderate environmental factors. Many of the 
transformers are under loaded for electrical in the rural areas. So a portion of the system is under- 
loaded. Therefore, the useful life would be more than typical life but not at maximum useful life. 
Environmental factors are higher in rural areas than in urban areas. On average the factors 
affecting the useful life of the transformers have the typical impact as identified in the Kinectrics 
report for typical useful life.  The factors vary over the Norfolk territory.  The average typical life is 
estimated for overhead transformers. Therefore, the useful life of overhead transformers is 40 
years. 

Underground System 
The underground system is comprised of a number of components.  Primary and secondary cable, 
transformers, ducts, foundations, cable chambers switchgear and switches.  Some of these 
components are already split in the accounting records.  Norfolk has all types of primary cable 
except for lead-PILC. Most of the cable in the system is direct buried (EXLPE/TR). Most of the 
cable types have similar useful lives.  Primary cable will be one component. Overhead and 
underground secondary cable is currently combined in the accounting records.  The useful life is 
the same for both, so overhead and underground secondary cable will be one component.  Pad-
mount transformers, vault transformers, UG foundations, UG vaults, UG vault and pad-mount 
switchgear are currently grouped in the accounting records. Switchgear and transformers have 
comparable useful lives. Foundations and vaults have longer useful lives than the transformer but 
the majority of the dollars invested are with the transformers so impact would not be significant.  
One component will be used for transformers comprised of: pad-mount transformers, vault 
transformers, UG foundations, UG vaults and UG vault and pad-mount switchgear. Underground 
conduit comprised of ducts, duct banks and cable chambers have similar useful lives and will be 
treated as one component – underground conduit. 

Cable 

Norfolk Power has not had any problems with direct buried lines. The Kinectrics report indicates 
typical life is based on moderate mechanical stress, electrical loading and environmental factors. 
Mechanical stress and electrical loading are typical in the company’s system. The life of the lines is 
greater than typical life because of limited failures. Kinectrics typical life for EXLPE/TR is 25 years 
with a maximum of 30 years. Kinectrics typical life for the other cable types range from 20 to 55 
years. Overall there is less of a load in the Norfolk’s system.   As such, the expected useful life will 
be greater than typical. There is also less digging in the Norfolk’s territory compared with a highly 
urban environment. This would also suggest the life is greater than typical.  Maximum life of 30 
years will be used. 

The Kinectrics report has a typical life from 25 to 60 years for Secondary Cable. The Kinectrics 
report indicates typical life is based on moderate mechanical stress, electrical loading and 
environmental factors. Norfolk Power has no PILC cable but has both direct buried and in duct 
cabling, the majority of which is buried. In duct, cable has only been used since 2000 and therefore 
there is not much data on typical useful life. Secondary overhead and underground cables should 
last the same time. There have not been many faults on underground cable which suggests that 
the life is longer than typical. The maximum life for direct buried cable is 40 years as per the 
Kinectrics report. Therefore, a useful life of 40 years is chosen for both underground cable and 
overhead secondary cable. 
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Underground Transformers 

Norfolk has no network transformers, only pad-mounted and a few submersible transformers. This 
component is comprised of transformers, foundations, vaults, switches and switchgear. 
Foundations and vaults have a longer useful life than than transformers and switchgear but do not 
represent a large portion of the overall cost. The Kinectrics typical life is between 20 and 45 years 
for transformers and between 20 and 45 years for switches and switchgear. The Kinectrics report 
identifies electrical loading as moderate for transformers and low for switchgear. Environmental 
factors are moderate for transformers and high for switchgears. Since the underground system is 
not typically overloaded, there have been limited switching issues, or cable faults, so the typical 
useful life is appropriate. Therefore, the average useful life for the transformer component is 35 
years.  The transformer component includes transformers, vaults, foundations, switches and 
switchgear. 

Underground Conduit 

The majority of the cost is in the ducts with less insignificant costs for concrete and chambers.  The 
Kinectrics report indicates typical useful life is 50 years. The Kinectrics report also identifies 
mechanical stress as high and environmental factors as moderate. As there is nothing in Norfolk’s 
system that would suggest a difference in these factors a useful life of 50 years is chosen. 

SCADA Equipment 
Most of the stations are outdoors so environmental elements are a factor, but at a lower influence. 
Technological change is what drives the useful life of this equipment. Kinectrics report identifies the 
typical life as 20 years. The Kinectrics report also indicates that non-physical factors are high and 
environmental factors as low. As the company does not have 20 years of experience with SCADA 
and there is nothing to indicate that the useful life is different from the typical useful life, a useful life 
of 20 years is chosen. 

Transformer Stations 
Transformer stations are comprised of the power transformer, station service transformer, the 
station grounding transformer, the station DC system and the switchgear.  The station grounding 
transformer has a useful life that is not significantly different than the power transformer.  Therefore 
these transformers will be grouped together as one component under Transformers.  Both the DC 
system and the switchgear make up significant costs of a transformer.  Each will be considered as 
separate components. 

Power Transformers 

Norfolk currently has one transformer station. The Kinectrics report has a typical useful life for the 
power transformers of 45 years and is based on electrical loading and environmental factors as 
being moderate. The transformer is several years old but is expected that it will last the typical life 
given a regular maintenance schedule.  Currently the electrical loading is low. Norfolk Power has 
selected a useful life of 45 years. 

Stations DC Systems 

The Kinectrics report shows a typical useful life of 20 years. The Kinectrics report identifies the 
utilization factors as moderate for electrical loading, low for environmental conditions and operating 
practices and moderate for maintenance practices and non-physical factors. Nothing was noted 
that would make the useful life different from the typical life. Therefore, useful life of 20 years is 
chosen. 
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Station Metal Clad switchgear 
The Kinectrics report shows a typical useful life of 40 years.  The report also identifies utilization 
factors as low for mechanical stress and electrical loading, and moderate for environmental factors, 
operating practices, maintenance practices and non-physical factors. As there is not a lot of 
operating impact (opening and closing of the breakers) the operating practices impact is moderate. 
Therefore, the typical useful life of 40 years is chosen. 
 
Distribution Station Equipment 
The majority of the equipment stays outside while some components of the stations are housed 
indoors. There are currently 12 distribution stations. NP5 is partly housed indoors. The stations will 
be phased out as the conversion project progresses, however, it is not known how quickly this will 
occur.  The remaining life of these stations, if not removed from service due to the conversion 
project, would be about 20 years, based upon experience with older existing stations. 
 

Minor assets 
Smart meters consist of the meter and the software each having different useful lives. Smart 
meters have a 10 year seal requiring recertification at the end of the 10 year period. These meters 
are influenced by technological obsolescence.   A useful life of 10 years is chosen. Smart meter 
software life is limited by technological changes so the life is 5 years. Residential meters tend to 
have a longer useful life but most of these meters are now stranded meters and the remainder will 
be replaced with smart meters. Wholesale, commercial and industrial meters are interval meters 
which are similar to smart meters in that they are electronic meters.  Useful lives of these types of 
meters are similar so they will be grouped as one component.  Experience has shown that the 
useful life of these meters is 25 years.  CTs and PTs are a significant component of the meter 
inventory.  CTs & PTs will be a separate component.  The useful life of the CTs & PTs component 
is 30 years. 
 
 
Office equipment is currently being depreciated over 10 years. Kinectrics identifies a useful life 
range of 5 to 15 years so a useful life of 10 years is chosen. 
 
There are two different types of trucks – bucket and pickup. There is currently a 7 year 
replacement program for pickup trucks and a 15 year replacement program for bucket trucks. 
Therefore, bucket trucks useful life is 15 years and other vehicles useful life is 7 years. 
 
Administrative buildings have a useful life of 50 years. 
 
Station building has a Kinectrics range of useful lives of 50 to 75 years. The life of the building is 
similar to the administration building.  As such, the useful life is 50 years. 
 
Computer equipment is comprised of servers, laptops and printers. Servers are currently lasting 5 
to 6 years. Laptops and printers are lasting 3 years. Therefore, the average is 4 years for computer 
equipment as a group. Useful life is therefore determined to be 4 years. 
 
Most computer software is acquired on a 4 year licensing cycle. Therefore, useful life is determined 
to be 4 years.  
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Equipment kinectrics life range is 5 to 10 years. As the tools are used daily and newer technology 
forces replacement, a useful life of 5 years is chosen. 

 

Conclusion:   
The new levels of componentization and the corresponding useful lives will be applied beginning 
January 1, 2011. The net book value, as deemed cost exemption (available to rate regulated 
entities), will be applied so that the opening values at January 1, 2011 do not need to be restated.  
As such, componentization does not need to be applied retroactively.  
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Table 1: NPDI – PP&E Components and Estimated Useful Lives  

Component 

 

Proposed Useful Life 

 

Land N/A 

Overhead System  

- Poles 45 

- Primary Conductor 60 

- Overhead Switches 40 

- Overhead Transformers 40 

Underground System  

- Cable 30 

- Secondary Underground Cable 40 

- Secondary Overhead 40 

- Underground Transformers 35 

- Underground Conduit 50 

SCADA Equipment 20 

Transformer Stations  

- Power Transformers 45 

- Stations DC Systems 20 

- Station Metal Clad Switchgear 40 

Distribution Station Equipment 20 

Minor Assets  

Meters 

- Smart meters 

- Smart meter software 

- Interval meters 

- CTs & PTs 

 

10 

5 

25 

30 

Office Equipment 10 

Vehicles -Pickup Trucks 

- Bucket Trucks 

7 

15 

Administrative Buildings 50 

Station Buildings 50 

Computer Equipment 4 

Computer Software 4 

Equipment 5 
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FEEDER PERFORMANCE & RANKING 
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NORFOLK POWER FEEDER PERFORMANCE RANKING 
 

1ST WORST PERFORMING FEEDER  22M6   30 EVENTS 

2ND WORST PERFORMING FEEDER  57M4-BLM3  23 EVENTS 

3RD WORST PERFORMING FEEDER  WAT F1   11 EVENTS 

4TH WORST PERFORMING FEEDER  BLM2   9 EVENTS 

5TH WORST PERFORMING FEEDER  22M5   7 EVENTS 

6TH WORST PERFORMING FEEDER  WIL F2   6 EVENTS 

7TH WORST PERFORMING FEEDER  NP4 F1   6 EVENTS 

8TH WORST PERFORMING FEEDER  NP8F2   4 EVENTS 

9TH WORST PERFORMING FEEDER  WAT F3   4 EVENTS 

10TH WORST PERFORMING FEEDER  22M2   4 EVENTS 
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22M2    1  3                  4 
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22M5  1   1 1 1     1   2         7 

22M6   1 3 4  3 5      4 7      1  2 30 

57M4    5     1       1       2 9 

BLM1 1     2 1 3       5       1  13 

BLM2    1 1  1   1  1  1 2        1 9 
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NP1F2             5       1    1 
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NP5F4             4           0 
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NORFOLK POWER 2011 

FEEDER PERFORMANCE & RANKING 
 

 

Jan 1, 2011 to June 30, 2011 
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NORFOLK POWER FEEDER PERFORMANCE RANKING 2011 JAN -JUN 
 

1ST WORST PERFORMING FEEDER  22M6   25 EVENTS 

2ND WORST PERFORMING FEEDER  BLM3   19 EVENTS 

3RD WORST PERFORMING FEEDER  22M5   12 EVENTS 

4TH WORST PERFORMING FEEDER  BLM1   8 EVENTS 

5TH WORST PERFORMING FEEDER  BLM2   6 EVENTS 

6TH WORST PERFORMING FEEDER  NP4 F2   5 EVENTS 

7TH WORST PERFORMING FEEDER  22M3   4 EVENTS 

8TH WORST PERFORMING FEEDER  NP11 F1  4 EVENTS 

9TH WORST PERFORMING FEEDER  NP8 F1   3 EVENTS 

10TH WORST PERFORMING FEEDER  NP2F1   4 EVENTS 
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(INCLUDING LOSS OF SUPPLY)
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20M10  1                       1 

22M1    2                     2 

22M2               1       1   2 

22M3       3        1          4 

22M5  1 3 2   3   1    1 1          12 

22M6  2 1 10 3  4 2   1  1         1   25 

BLM1   4  1   1  1     1          8 

BLM2   1 2    1       2          6 

BLM3   5 7   1     1   2       3   19 

NP1 F1   1          4       1     2 

NP1F2   1       1   8            1 

NP2 F1   1       1   8      1      3 

NP2 F2   1          4            1 

NP3 F3             2          1  1 

NP3 F4             2            0 

NP4 F1   4          5    1        5 

NP4 F2   2       1   8            3 

NP5 F1             2   1         1 

NP5F2   1          2            2 

NP5 F3             2            0 

NP5F4               2            0 
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NP6 F1             8            0 

NP6 F2             8            0 

NP6 F3             8 1           1 

NP8 F1   3          2            3 

NP8F2             2     1       1 

NP8 F3             2         1   1 

NP9 F1             2          3  3 

NP9 F2             2            0 

NP10 F1             11            0 

NP10 F2             11            0 

NP11 F1   3          6   1         4 

NP11 F2   2          6            2 

NP11 F3             6            0 

NP12 F1   1          6            1 

NP12 F2   3       1   6            4 

NP13 F1   3          6            3 
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2010 GLOBAL ADJUSTMENT ANALYSIS Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10
Global Adjustment Expense (from IESO Invoice) 966,254.95        826,664.27        1,245,045.08     969,552.75              727,426.92        788,930.65        283,576.50        470,379.36        911,060.75        1,243,349.16     1,067,481.09     1,096,157.46     
Total System Load (UTILISMART printout) 35,757,337.10   31,890,292.70   31,870,318.40   27,540,533.30         29,878,942.20   31,983,882.20   37,368,167.90   37,935,846.40   31,676,340.10   30,465,251.00   30,898,961.30   33,526,826.40   
RPP customer system load (from Cheryl's annual summary) 18,115,457.66   17,817,347.95   16,144,924.16   15,534,459.68         12,969,189.68   13,915,698.93   15,633,190.43   19,984,373.85   16,667,754.64   14,052,505.05   14,467,717.93   15,237,563.55   
Non-RPP Global Adjutment 476,728.83        364,800.68        614,327.87        422,668.71              411,681.55        445,678.97        164,940.62        222,586.37        431,670.23        669,837.71        567,657.97        597,966.29        

Billed Global Adjustment (from Customer Revenue) (note revenue is entered as a positive, negative value = expense to LDC (DR in GL)) ~ Includes LTLT Revenue accrual as appropriate
LDC Total $588,971.47 504,280.47        495,410.25        470,427.56              629,308.11        493,030.24        363,606.56        372,773.67        156,360.68        303,533.57        463,150.80        656,148.48        

Total GA Revenue 588,971.47        504,280.47        495,410.25        470,427.56              629,308.11        493,030.24        363,606.56        372,773.67        156,360.68        303,533.57        463,150.80        656,148.48        

Monthly Variance (112,242.64)      (139,479.79)      118,917.62        (47,758.85)               (217,626.56)      (47,351.27)        (198,665.94)      (150,187.30)      275,309.55        366,304.14        104,507.17        (58,182.19)        
Cummulative Variance 1,398,742.22     1,259,262.44     1,378,180.06     1,330,421.21           349,427.94        302,076.67        103,410.73        (46,776.57)        228,532.98        594,837.12        699,344.29        641,162.09        

Interest Rate 0.55% 0.55% 0.55% 0.55% 0.55% 0.55% 0.89% 0.89% 0.89% 1.20% 1.20% 1.20%
Monthly Interest 692.53               641.090186 577.16               631.67                     609.78               160.15               224.04               76.70                 (34.69)               228.53               594.84               699.34               
Cummulative Interest 77,011.80          77,652.89          78,230.05          78,861.72                4,491.49            4,651.65            4,875.69            4,952.38            4,917.69            5,146.22            5,741.06            6,440.40            

G.A. Principal Amount Approved for Recovery in 2010 Rates 763,366.70$      
G.A. Interest Amount Approved for Recovery in 2010 Rates 74,980.00$        

2010 Variance Account 1588

Jan-10 2,264,506.44 1,631,463.03 633,043.41 1,137,147.05 231.05 -120,385.68 0.55%
Feb-10 1,973,853.73 2,217,980.41 -244,126.68 893,020.37 521.19 -119,864.49 
Mar-10 2,150,009.48 1,972,413.76 177,595.72 1,070,616.09 409.30 -119,455.19 
Apr-10 1,703,605.19 1,530,033.69 173,571.50 1,244,187.58 490.70 -118,964.49 0.55%
May-10 1,917,597.27 1,952,944.11 -215,955.36 -251,302.20 992,885.38 570.25 122,786.48 4,392.24
Jun-10 2,166,216.14 2,202,995.11 -36,778.97 956,106.40 455.07 4,847.32
Jul-10 2,397,567.47 2,549,296.80 -151,729.33 804,377.08 709.11 5,556.43 0.89%

Aug-10 2,631,948.29 3,274,066.98 -642,118.69 162,258.39 596.58 6,153.01
Sep-10 2,160,728.94 1,899,189.87 261,539.07 423,797.45 120.34 6,273.35
Oct-10 2,294,213.99 1,559,999.37 734,214.62 1,158,012.08 423.80 6,697.15 1.20%
Nov-10 2,031,653.01 1,769,732.17 261,920.84 1,419,932.92 1,158.01 7,855.16
Dec-10 2,442,812.35 3,024,384.25 -581,571.90 838,361.02 1,419.93 9,275.09

26,134,712.30 25,584,499.56 334,257.38 7,105.34 122,786.48
G/L Balance 26,134,712.30   25,584,499.56   550,212.74        

Difference -                    -                    (838,361.02)      (9,275.09)          
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	Board Staff Reply
	.
	Norfolk has provided 2012 in CGAAP & MIFRS assuming adoption of the half year rule for additions in the year 2012 (see Norfolk’s response to EP #6(c) which required Norfolk to provide a fixed asset continuity schedule for 2012 assuming the half-year r...
	Below is a table showing the impact on 2012 Rate Base if Norfolk had not adopted the half-year rule for depreciation on current year additions until the year 2012:
	To date, Norfolk Power has converted approximately 4.9% of the 4kV system with 27.6kV distribution circuits and has renewed 2 of 7, 8kV Municipal Distribution Stations.
	Voltage conversion projects are addressed in the Asset Management Plan under “Security and Asset Renewal” reviews, and are noted in the Prioritization Criteria.
	The intent to convert the 4.16 kV system has been incorporated into Norfolk Power’s capital plans and has an anticipated end date of 2020.  There is currently no formal plan to convert the 8.32kV system.
	As of the end of September 2011 Norfolk had installed 18,288 smart meters, with a balance of 515 meters to be installed by the end of 2011.
	Norfolk provided the Test Year Fixed Asset Continuity Schedule in CGAAP-based format in its original submission (found at Exhibit 2, Tab 5, Schedule 1, Table 2.6), as well as in the Chapter 2 Filing Requirements Excel file, Appendix 2-B.
	Norfolk has provided the updated Appendix 2-B Fixed Asset Continuity Schedule of the chapter 2 filing requirements with the submission of these replies.
	The capital expenditure forecasts for 2011 and 2012 under MIFRS of the application include only directly attributable costs.
	Norfolk engaged KPMG to assist with several areas of the conversion to IFRS, including the changes required by IAS 16 and IAS 23.  In addition, Norfolk has reviewed the changes, as outlined in the application, to convert from CGAAP to MIFRS, with its ...
	Norfolk utilizes 4 burdens to allocate overhead related items to expense accounts and capital projects.  These include Payroll, Engineering, Fleet, and Stores.  Norfolk has recognized that where CGAAP allowed for the capitalization of general and admi...
	In Appendix 4 Norfolk has provided a Conclusion Document prepared with the aid of KPMG that outlines the expenses in Norfolk’s burdens and those that will be removed and expensed as part of OM&A under IFRS.  This document does not provide the financia...
	Payroll - $95,864 in expenses related to training, safety and education expenses has been removed from the payroll burden.
	Fleet:  Truck rates remain the same at $14 per hour for small vehicles and $44 per hour for large vehicles.
	The overall increase in OM&A is the same as the decrease in capitalized overhead, $616,555.  The table below, also found in Exhibit 4, Tab 4, Schedule 1, provides the details of these changes.
	IAS 23 requires borrowing costs to be expensed as they are incurred unless they relate to ‘qualifying’ assets, in which case they must be capitalized.  A qualifying asset is one that requires a substantial period of time to get ready for its intended ...
	Norfolk does not have any asset retirement obligations at this time.
	Please see Appendix 5 Asset Retirement Obligations Board Staff IR 13, 13c.
	Not Applicable.  Norfolk does not anticipate the construction of any assets which would qualify for the capitalization of interest.
	Norfolk has not created a policy change regarding the need to record computer software and land rights as intangible assets.  However Norfolk is aware that this change in balance sheet presentation is required when the financial statements are prepare...
	Norfolk proposes the net book value of the assets classified as software and land rights continue to be included in rate base and the associated depreciation be included in depreciation expense.  Norfolk has prepared its application on this basis and ...
	Poles:
	Norfolk Power’s poles are a mixture of wood and concrete with the majority of the poles in the system being wood.   Hence, Norfolk has adopted the TUL for wood poles (45 years) as the IFRS amortization period for this component.
	Pad Mounted Transformers:
	Services – Secondary Cables – Direct Buried/Other (inc. OH):
	Norfolk has no PILC cable but has both direct and in duct cabling, the majority of which is direct buried.  Norfolk has not had significant problems with direct buried lines.  In duct, cable has only been used since 2000 and there is limited data on t...
	Reliability targets have not been set for 2012. This is normally done at the last Board meeting in December.
	There was no formal cost benefit plan completed.  However, total cost of tree trimming is expected to remain the same (small decrease forecasted for 2012) while benefits in planning and coordination with maintenance schedules are anticipated.  Also it...
	Due to the condition of vegetation growth, Norfolk Power has for the past 4 years been tree trimming beyond the 4 and 7 year cycle. A standard 5-year cycle will begin in 2012.
	“To date, the OPA has received 32 capacity allocation exempt FIT applications, 3 capacity allocation required FIT applications and 159 microFIT applications to NDPI’s system for a total of 33.59 MW of FIT applications and 1.546 MW of microFIT applicat...
	Norfolk Power is not certain which date the OPA is referencing in the statement above.  It is reasonable to believe that if the OPA reviewed the number of applications on a date later than June 30, 2011, four (4) additional applications (for a total o...
	With respect to the number of FIT applications, Norfolk Power reviewed the number of FIT applications via a data export from the OPA’s FAME web application at 15:10hrs on June 30, 2011.  The number of applications reported at that time was 14.  Norfol...
	Due to fact that connection of renewable generators is a regulatory requirement, Norfolk Power strives to meet applicant’s commercial operation dates and considers them a high priority. Projects are prioritized on a “first come, first served” basis as...
	Please see table below that shows year-to-date 2011 actual kWh consumption for Norfolk Power (January to August).  Also included is the predicted consumption based on the load forecast for 2011 year-to-date (January to August).
	A review of the data supporting the 2010 predicted value indicates that the actual Cooling Degree Day results are much higher than average which is causing the variance in the 2010 predicted value compared to the actual results to be around 1.7%. Howe...
	Norfolk Power has reviewed the 2011 load numbers as at September 30, 2011.  The kWh savings as at September 30, 2011 showed results of very close to 7.5%.  Extrapolating this percentage over the remainder of the year should allow Norfolk Power to meet...
	There is no evidence in actual CDM results for 2011 that might indicate that the load forecast CDM adjustment for 2012 is not accurate.
	Norfolk Power feels that using this geometric mean per year from 2003 to 2010 to forecast customer connections for 2011 and 2012 is reasonable.
	The year-to-date increase in residential customer connections in 2011 is 74(January 1, 2011 to September 30, 2011).  This increase during the first nine months of 2011 might equate to an annual increase of approximately 99 new customers.  This would w...
	Based on the Power Purchased Model variable “Cooling Degree Days” it appears that 2010 was a very hot summer.  The number of “Cooling Degree Days” for 2010 was 365.  The corresponding number for 2009 was 151, for 2008 was 228, and for 2007 was 291.  T...
	Norfolk’s share of the Late Payment Penalty (LPP) Class Action (EB-2010-0295) was $55,876.38.  Norfolk did not seek recovery of this amount from its customers and as it was a charge related to the collection of Late Payment Charges, Norfolk posted thi...
	The assumptions made for 2011 and 2012 are that Late Payment Charge revenues should return to normal levels.  The $138,000 figures are very close to the average for the years 2008, 2009 and 2010 ($124,516, $155,219 and $142,470).
	The assumption for the 2012 forecast was that no significant changes should occur in Miscellaneous Service Revenues over 2011 forecasted numbers.
	As described in Exhibit 3, Tab 3, Schedule 2, Page 2 of 2, the decrease is mainly due to the decrease in the Special Purpose Recovery of ($57,574).
	Response:
	The draft report filed was prepared in 2010 as an estimate for 2011.  The latest full valuation report was performed as at January 1, 2008 and the figures found in the draft report are an extrapolation of those results.  Typically a full report is com...
	As part of the valuation currently underway (see 62, part a), Dion-Durrell has been engaged to identify any changes due to the transition from CGAAP to MIFRS.  Norfolk has not proposed any regulatory treatment for these possible gains or losses, nor a...
	The unrecognized actuarial gain of $82,926 at December 31, 2010 as per the disclosures prepared on September 17, 2010 will change based on the results of the full valuation as at January 1, 2011.  For 2011 under CICA 3461, Norfolk will continue to amo...
	There were actuarial gains established at January 1, 2008 (i.e. the date of the last valuation) and the main drivers were: changes in medical claims costs, changes in actuarial assumptions (eg. medical trend rate, salary scale), and demographic change...
	Norfolk relied on Dion-Durrell’s expertise to determine the appropriate discount rate.  Norfolk requested Dion-Durrell to assist in answering this interrogatory and provides their response below:
	Pursuant to CICA 3461, the discount rate was determined based on a review of “market interest rates at the measurement date on high-quality debt instruments with cash flows that match the timing and amount of the expected benefit payments”.  In review...
	The Bank of Canada website showed the return on selected Government of Canada benchmark bond yields:  CANSIM Series V122544 long term yield, greater than 10 years, of 3.54% at December 2010, and CANSIM Series V122543 bond yields, 10 year, of 3.16% at ...
	Reference was also made to market information related to bond yield spreads for Canadian provincial and corporate bonds, i.e. spreads above Government of Canada bond yields.  Provincial bond yield spreads were in the range of 0.6% to 0.9% at December...
	The discount rate assumption changes will be finalized as part of the full January 1, 2011 actuarial valuation process.  At this time it is estimated (using current information on high quality bond yields) that the discount rate will likely need to be...
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