
 

 
 
 
 
June 8, 2012 
 
Kirsten Walli, Board Secretary 
Ontario Energy Board          
P.O. Box 2319, 27th Floor 
2300 Yonge Street 
Toronto, ON M4P 1E4 
 
Attention: Ms. Walli 
 

Re: Espanola Regional Hydro Distribution Corporation’s (ERHDC) 2012 Cost of Service 
Electricity  Distribution  Rate  Application  EB‐2011‐0319  Responses  to  VECC 
Interrogatories. 

 
ERHDC has attached responses  to  the VECC  Interrogatories  in  the above noted proceedings. 
The responses have been filed through the Web Portal. 
 
In  the  event  of  any  additional  information,  questions  or  concerns,  please  contact  Jennifer 
Uchmanowicz, Rate and Regulatory Affairs Officer, at Jennifer.Uchmanowicz@ssmpuc.com or 
(705) 759‐3009. 

 
 
Sincerely, 
 

 
_____________________________ 
Jennifer Uchmanowicz  
on behalf of Espanola Regional Hydro Distribution Corporation 
Rates and Regulatory Affairs Officer 
PUC Services 
Sault Ste. Marie Ont. 
Email: jennifer.uchmanowicz@ssmpuc.com
Phone: 705‐759‐3009 
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Question #1 
 
RATE BASE 

Reference: Exhibit 2, Tab 2, Schedule 2, page 1 

a) Please explain the large difference between the 2008 Board Approved Gross 
Fixed Assets and Accumulated Depreciation and the 2008 actual amounts (i.e. 
$3.7 vs. $6.1 million and $1.87 vs. $4.23 million).  

 

ERHDC Response 

a) In 2008 the Board approved gross assets were reported net of any fully 
depreciated assets in the 2008 cost of service application. This was due to the 
way the 2008 model calculated depreciation. The actual amounts include assets 
that are fully depreciation. The net book value difference between board 
approved 2008 and 2008 actuals is approximately $58,000. 
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Question #2 

Reference: Exhibit 2, Tab 2, Schedule 1, page 2 

a) Please provide the change in fixed assets in 2011 and 2012 related to the 
smart meter program.  

ERHDC Response 

 
a) In 2011 the smart meter capital costs were included in the 1555 variance 

accounts. In 2012 the smart meter capital costs were transferred into fixed 
assets. The amount transferred to capital was $655,906 in account 1860 
(smart meters) and $19,999 in account 1925 (computer software – smart 
meters).
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Question #3 
 
Reference: Exhibit 2, Tab 1, Schedule 4, page 1/Tab 4, Schedule 1, page 1. 

a. On April 12, 2012 the Board issued guidelines implementing a 13% working 
capital calculation for utilities who have not undertaken their own lead-lag 
study.  Does ERHDC intend to adopt the 13% working capital allowance for 
2012 rates?  If not, please explain why a 15% rate is more appropriate. 

ERHDC Response 
 
a) The Boards filing guidelines for a 2012 Cost of Service rate application states 

that the applicant can take 2 approaches to the calculation of its allowance for 
working capital; (1) the 15% allowance approach, or (2) filing a lead/lag study. 
ERHDC has not completed a lead/lag study and therefore applied for the 15% 
allowance approach. The guidelines issued April 12, 2012 are for 2013 cost of 
service applications.  
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Question # 4  
 
Depreciation 

Reference: Exhibit 2, Tab 2, Schedule 3, page 4 

a) ERHDC has proposed different useful lives for some asset from the 
typical life used in the Kinectric’s Report (e.g. switches, switchgear, 
switchgear and junction cubicle, industrial meters etc.).  Please provide a 
table showing those assets with different lives from the Kinectric’s typical 
life.  Please include a column for each item which shows the adjustment 
to 2012 depreciation amounts if the Kinectrics typical life was used rather 
than the asset life proposed by ERHDC.   

ERHDC Response 

Switches are historically included with overhead conductors and are an insignificant 
portion of the costs. ERHDC did not tack separately the cost of the switches. The 2012 
depreciation expense for overhead conductors under IFRS is $15,043 using a 60 year 
proposed useful life. If the 50 year useful life, as per the Kinectrics report, was used the 
depreciation would be $18,051. The total difference would be $3,080 of which an 
estimated 5% of the costs may be related to switches resulting in a $154 increase in 
depreciation expense.  
 
Switchgears have historically been recorded with transformers and ERHDC does not 
have the historical information to separate switchgears from the transformers. For the 
purpose of this interrogatory question ERHDC estimates 5% of the costs of 
transformers would be switchgears. The depreciation expense for transformers in 2012 
was $17,393 using 40 years. The depreciation rate as per the Kinectrics report is 50 
years resulting in $13,914 depreciation. The difference in depreciation is $3,479. An 
estimated 5% relates to switchgear would result in a $1,739 decrease in depreciation 
expense.  
 
Switchgear and junction cubicle are grouped together in the underground system. The 
cost of the switchgear and junction cubicle is not significant and has been grouped with 
underground cable and depreciated over 40 years. The Kinectrics report’s typical life is 
30 years. The depreciation expense at 40 years is $1,981. If the Kinectrics typical life 
was used the depreciation expense would be $2,641. The total difference is $660 if an 
estimated 5% related to switchgear and junction cubicle it would result in a $33 
increase in depreciation expense.  
 
The depreciation for industrial meter in 2012 was $216 using a 25 year life. If 30 years 
was used as per the Kinectrics report the depreciation would be $180, therefore there 
would be $35 decrease in depreciation expense.  
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Overall, ERHDC does not have the historical data to determine the actual costs of 
some immaterial assets that have been grouped together. For the purpose of this 
interrogatory and to provide an estimate of the impact on depreciation, ERHDC would 
estimate the impact to be a $1,600 overstatement in depreciation expense.
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Question #5  
 
Capital Expenditures 
 
Reference: Exhibit 2, Tab 2, Schedule 7 

a) Please provide a table showing all current vehicles, year of acquisition, 
acquisition cost, estimated year of replacement and estimated 
replacement cost. 

 
 
ERHDC Response 
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Question #6 
 
 
Reference: Exhibit 2, Tab 2, Schedule 7, page 7 

a. Please update the 2011 capital projects Table 2-22 for 2011 year-end actuals 
(audited or unaudited). 

ERHDC Response 

ERHDC has provided below an updated capital projects table for 2011 actuals. The 
projects costs have been grouped according to the available accounting records.  
 

 
 
 
 
 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 8 of 59 

 
 
Question #7  

LOAD FORECAST AND REVENUE OFFSETS 

Reference: Exhibit 3, Tab 2, Schedule 1, page 2 

a) On what basis are R-squared values of 76% and 71% judged as being “well 
below an acceptable range”? 

 
ERHDC Response 

a) R-Squared  is a statistic that provides information about the reliability and “fit” of  
a model. In regression, the R-Square coefficient of determination is a statistical 
measure of how well the regression line approximates the real data points. An R-
Square of 100% indicates that the regression line perfectly fits the data. It is 
preferred to have a range of over 90% when performing the weather 
normalization and determining the accuracy of the regression analysis. A result 
of 76% and 71% indicates that the output and regression line is not a good fit.  
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Question #8 
 
Reference: Exhibit 3, Tab 2, Schedule 1, page 7 (lines 15-21) 

a) Did ERHDC undertake a “step-wise” elimination of these three variables listed 
in order to determine if the elimination of one or two of the variables would 
result in the remaining variables having statistically significant coefficients? 

 
ERHDC Response 

 
a) ERHDC did perform a “step-wise” elimination approach of the variables to 

determine if the elimination of one or two of the variables would result in the 
remaining variables having statistically significant coefficients.  
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Question #9 

 
Reference: Exhibit 3, Tab 2, Schedule 1, pages 9-10 

a) Provide a table that sets out for 2009 and 2010 the following: 
• The actual purchases for each year 
• The actual HDD and CDD values for each year 
• The “weather normal” HDD and CDD values for each year (as 

defined by ERHDC) 
• The HDD and CDD coefficients per ERHDC’s regression model 
• The weather normal adjustment for each year based on the product 

of a) the HDD and CDD coefficients and b) the differences between 
the actual and “weather normal” values for HDD and CDD 
respectively. 

• The estimated “weather normal purchases” calculated by adjusting 
actual purchases by the values calculated in the preceding bullet. 

b) Please confirm whether the normalized forecast results reported in Table 3-7 
for 2011 and 2012 are before or after the CDM adjustment.  If after, please 
explain why the 2011 and 2012 values are the same. 

c) Please outline the CDM programs offered by ERHDC in 2011 and provide 
any reports from the OPA (quarterly or annual) regarding savings achieved in 
2011. 

d) For purposes of the CDM adjustment has ERHDC assumed the 552,000 kWh 
of CDM savings are billed energy or purchased energy? 

e) Over what historical period was the 1.0675 loss factor calculated?  Please 
reconcile with the proposed loss factor of 1.0714 based on a 5-year historical 
average (per Exhibit 8/Tab 1/Schedule 6, page 1). 

f) What are the billed kW associated with the CDM savings included in the 2012 
load forecast for the GS>50, Sentinel Lighting and Street Lighting classes? 

 

ERHDC Response 

a) Refer to Exhibit 3/Appendix A/ Page1 to 5 for the requested information. 
 

b) In table 3-7 the amounts for 2011 and 2012 are the predicted purchases 
before any CDM adjustment, loss adjustment factor, or allocation of weather 
sensitive amount. 

 
c) In 2011 we offered the following CDM programs: 
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Consumer Customer Class 
• Fridge and Freezer Pick Up 
• Heating and Cooling Initiative 
• Exchange Event 
• New Home Construction Initiative 
• CDM Coupon Events 

 
Commercial and Institutional Customer Class 

• Small Business Lighting 
• Retrofit Program 
• Energy Audit Initiative  
• Existing Building Commissioning 
• High Performance New Construction 

 
Industrial Customer Class 

• Process and Systems 
 

 
ERHDC has included below the year end 2011 report from the OPA. 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 12 of 59 

 

 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 13 of 59 

 

 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 14 of 59 

 

 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 15 of 59 

 

 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 16 of 59 

 

 
 
 
 
 
 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 17 of 59 

 

 
 

 
 
 
 
 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 18 of 59 

 

 
 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 19 of 59 

 
 
 

 
 
 
 
 
 
 
 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 20 of 59 

 
 

d) For the purposes of the CDM adjustment ERHDC has assumed  
 

 552,000 kWh of savings on billed energy.  
 
e) The historical period the loss factor of 1.0675 was calculated for is 2003 to 

2010 which is the same period of time the data was collected for the weather 
normalization. The loss factor in Exhibit 8/ tab 1/ Schedule 3/ Page 1, was 
calculated for the period 2006 to 2010 as per the OEB guidelines using the 
last historical 5 years. If the loss factor used in the weather normalization was 
calculated using the last 5 historical years it would yield the same results and 
be 1.0714. 

 
f) The total billed kW associated with the CDM savings included in the 2012 

load forecast is as follows: 
 

• General Service > 50 kW – 392 kW 
• Sentinel Lights – 0.63 kW 
• Street Lights – 17 kW 
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Question #10  

Reference: Exhibit 3, Tab 2, Schedule 1, page `15 

a. Please re-do Table 3-17 in order to show also how the CDM adjustment 
by customer class (per Table 3-8) was incorporated into the derivation of 
the billed energy forecast by customer class. 

ERHDC Response 
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Question #11 

Reference: Exhibit 3, Tab 3, Schedule 1, page 1 

a) Please explain why there is no reported Interest and Dividend income 
(Account #4405). 

 
b) Please explain the increase in 2010 for each of the following accounts and 

why the increased value is not forecast to continue in 2011 and 2012: 
• Specific Service Charges (#4235) 
• Late Payment Charges (#4225) 

ERHDC Response 

a) ERHDC did not include interest income in table 3-22 as other operating revenue 
as ERHDC considered the amount to be immaterial. ERHDC has bank interest 
income as follows: 
2009 - $833 
2010 - $1,230 
2011 - $1,233 
 

b) In ERHDC 2012 forecast compared to 2010 actuals there is a decrease of 7% in 
specific service charges. In ERHDC’s 2012 forecast there were less revenues  
forecast for disconnect and re-connect charges as a result of the revised 
customer service rules enforced by the OEB (such as arrears management 
programs and low-income assistance programs, etc) ERHDC confirms  the 
actual 2011 specific customer service charges were $69,000.  
 
Late payment charges are based on the last 3 historical years and then reduced 
by approximately 3% to account for the reduction in late payment charges as a 
result of the revised customer service rules. 
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Question #12 

Reference: Exhibit 3, Tab 3, Schedule 1, page 1 

a) Please describe the sources of revenues for Account #4325 (Revenues from 
Merchandise, Jobbing, etc.) and why the revenues are forecast to decline in 
2011 and 2012. 
 

ERHDC Response 

 
a) ERHDC’s revenue from merchandising and jobbing fluctuates annually 

depending on the specific situations that may arise. Due to the uncertainty of the 
revenue in the 2012 test year and the nature of historical costs usually being 
one-time, ERHDC forecast $2,500. For example in 2007 ERHDC performed 
work for a neighbouring utility that was one-time in nature. The historical 
amounts in account 4325 are as follows: 

2004 - $0 
2005 - $0 
2006 - $10,000 
2007 - $30,000 
2008 - $14,662 
2009  - $6,939 
2010 - $7,526 
2011 - $2,500 
2012 - $2,500 
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Question # 13 

Reference: Exhibit 3, Tab 3, Schedule 1, page 1 

a)  How many Micro-Fit customers does ERHDC currently have (i.e., year-end 
2011)?  How many are forecast for year-end 2012? 
 

b) Where is the revenue from Micro-Fit service charges captured in Table 3-22? 
 

ERHDC Response 

a) ERHDC has 1 Micro-Fit customer at the end of 2011.It is difficult to forecast the 
number of Micro-Fit customers in 2012 but based on the fact that there is only 1 
connection to date it would be reasonable to assume that 1 or 2 connections 
could be forecast for 2012.  
 

b) The revenue from Micro-fit service charges is captured in account 4235.  



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 25 of 59 

 
 

 
Question #14  

OPERATING COSTS 

Reference: Exhibit 4,  Tab 1, Schedule 1, page 1. 
 

Please provide the 2011 annual inflation CPI inflation rate ERHDC and the most 
recent annualized 2011 rate published by Statistics Canada. 

 
 

ERHDC Response 

ERHDC forecast costs based on account specific circumstances and projections. An 
overall inflationary factor was not used for all OM&A accounts.  The most recent 
annualized 2011 inflation CPI  published by Statistics Canada is an average 2.91%. 
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Question #15 
 
 
Reference: Exhibit 4, Tab 1, Schedule 1, Tables 4-1 to 4-4 

 
a) Please restate the 2011 and 2012 OM&A table (Table 4-5) on a CGAAP basis 

and show any IRFS adjustment in a separate column.  
 

ERHDC Response 
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Question #16 
 
Reference: Exhibit 4, Tab 1, Schedule 1/Schedule 5 Tables 4-7 

 
a. Please update the 2011 OM&A Tables to show 2011 actual results.  

 
b. Please show for each account category (i.e. Maintenance/Billing & Collecting, 
etc.) the costs for services provided by PUC.  [For example in 2012 ERHDC proposes 
to spend $397,159 on Maintenance.  The added row in the revised table would show 
what amount of this figure is forecast to be remitted to PUC in accordance with the 
service contract]. 

 
 

ERHDC Response 

a) 
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b) ERHDC has included in the tables below the costs for services provided by PUC 
for 2010 actual and 2011 and 2012 forecast. 
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Question #17 
 
 
Reference: Exhibit 4, Tab 2, Schedule 4, BDR Report page 11 

 
a) Please update the OM&A Cohort comparator table shown at page 11 of this 

report for the most recent 2010 (and 2011 if available) OM&A per customer 
figures.  

 
 

ERHDC Response 

ERHDC updated the OM&A Cohort comparator table below based on the 2010 
yearbook issued by the OEB (2011 is not available yet). 
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Question #18 
 

Reference: Exhibit 4, Tab 2, Schedule 5 
 

a. There does not appear to be any reference in the Asset Condition 
Assessment & Asset Management Plan to vegetation issues.  Did 
Metsco/Costello identify vegetation as an issue? 

 
b. Please explain how ERHDC develop its vegetation management budget. 
 
c. Please provide the reasons ERHDC neglected its tree trimming 

responsibilities prior to 2008. 
 
d. Please explain the steps that were taken in each year since 2008 to 

assess the state of vegetation growth near distribution plant. 
 
e. When did ERHDC become aware of the Bass Lake Road vegetation 

issue? 
 
f. What process was used to select the vegetation contractor (Wilderness 

Environmental Services)? 
 

 

ERHDC Response 

a) The vegetation issues were not part of the scope of the Asset Management Plan 
performed by Metsco/Costello. 
 

b) ERHDC develops it’s vegetation management budget based on historical 
allocation of labour together with observed progress and expected vegetation 
growth.   The service territory was divided into three geographical areas 
identified by ERHDC as Line Clearing sections  ”A, B, and C” with the intent of 
working toward a three year cycle with the assistance of a contracted line 
clearing service provider.  

 
c) ERHDC didn’t neglect its tree trimming responsibilities but there was a lack of 

funds and resources to perform the required vegetation management.  
 

d) In 2009, it was determined that the volume of required line clearing  was beyond 
the capability of available internal staff and that only approximately 70% of 
“section A” had been completed in 2008. In 2009 ERHDC allocated 653 internal 
hours toward line clearing in “section B” and identified critical areas. Contracted 
utility arborists  provided an additional  393 hours of line clearing services in 
2009. In November of 2009 ERHDC consulted with a Utility Arborist to identify 
areas of immediate concern. It was concluded that increased efforts in 
successive years was required in order to appropriately manage the tree growth 
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throughout the system. In 2010, ERHDC allocated 1098 internal hours toward 
line clearing in “section C” and identified critical areas and contracted utility 
arborists  provided  an additional  461 hours of line clearing services. In 2011, 
ERHDC allocated 494 internal hours toward line clearing in “section A” and 
identified critical areas and contracted utility arborists  provided  an additional  
389  hours of line clearing services. In 2011, a further 340 contractor hours were 
planned, but cancelled due to budgetary constraints.   As in 2008 ``section A`` 
which includes the Bass Lake Road area  had  been left  incomplete.   In July of 
2011, a survey of the Bass Lake Road Area by ERHDC  and a Utility Arborist 
resulted in the report presented for 2012 budget and rate application purposes.  
In October of 2011, Wilderness Environmental Services provided a report on the 
state of vegetation encroachment issues in the Bass Lake Road sections and 
provided a budgetary estimate to complete the required work which is included in 
the application.  
 

e) ERHDC became aware of the Bass Lake Road vegetation concern in 2009 but 
prioritized the line clearing based on the most urgent public safety concerns but 
has continued to fall behind due to underestimation of the successive years 
growth rates. 
 

f) Wilderness Environmental Services, if selected, will be through a tendering 
process.  
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Question #19 
 
Reference: Exhibit 4, Tab 2, Schedule 5, pg.16 /pg.26 

 
a) Please reconcile for 2012 the amount shown in Account 5655 – 

Regulatory Expense – ($35,000) and the amount shown in Table 4-15 
(total costs $108,000).  

 
 

ERHDC Response 

Regulatory costs in table 4-15 include the costs associated with the cost of service rate 
application such as, preparation of the asset management plan, green energy act plan, 
consultants for LRAM, and 1562 PILs determination. These costs are estimated to be 
$97,500 which have been spread over 4 years as they are one-time costs. In account 
5655 there is ¼ of the cost which is $24,375 plus estimated annual costs of $10,500 for 
a total of approximately $35,000. The annual costs consist of OEB assessments, 
section 30 costs, and miscellaneous regulatory costs. 
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Question #20  
 
Reference: Exhibit 4, Tab 2, Schedule 6, pg. 2 

 
a) Please explain the variance between the 2008 Board approved total 

compensation of $526,423 and the 2008 actual spending of $446,219. 
 

 

ERHDC Response 

a) In the 2008 Board approved compensation there was an employee expected to 
be hired which did not happen until a later date. 
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Question # 21 
 
COST ALLOCATION 

Reference: Exhibit 7, Tab 1, Schedule 2, page 2 
2012 Cost Allocation Model, Tab I7.1 (Meter Capital) 
Exhibit 9, Table 9-10 

a) In the Cost Allocation Model ERHDC has assumed that the cost of a smart 
meter is the same for all customer classes ($295).  However, the discussion 
of its smart meter program (Exhibit 9, Tab 2, Table 9-10) indicates that the 
cost of smart meters varies by customer class.  Please reconcile and provide 
a revised Cost Allocation Model run which reflects the relative cost of smart 
meters by customer class. 

b) Please update Table 7-4 based on the results of this revised Cost Allocation. 

 

ERHDC Response 

a) ERHDC has re-run the cost allocation model to include the smart meter costs 
based on the rate class specific costs and has submitted the model with the 
interrogatory responses. 

b) A revised Table 7-4 is below: 
 
Service Class 2012 Updated 

Revenue to Cost 
Ratio 

2012 Proposed 
Revenue to Cost 

Ratio 

Revised 
Revenue to 
Cost Ratios 

Board Target 
Low 

Board Target 
High 

Residential 93.2% 95.1% 95.2% 85% 115% 
General Service < 
50kW 

115.9% 115.9% 115.9% 80% 120% 

General Service > 
50 kW 

132.7% 120.0% 120.0% 80% 120% 

USL 114.9% 114.9% 114.9% 80% 120% 
Sentinel Lights 68.1% 80.0% 80.0% 80% 120% 
Street Lights 68.5% 70.0% 70.0% 70% 120% 
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Question #22 

 
RATE DESIGN 

Reference: Exhibit 8, Tab 1, Schedule 2, page 3 

a. Please confirm that the cost of providing the transformer allowance 
($11,512) is incorporated in the variable charge for the GS>50 
class.  If not, how is the cost recovered? 

 

ERHDC Response 

ERHDC confirms that the transformer allowance is incorporated in the variance charge 
for the GS > 50 kW class. 
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Question #23 

Reference: Exhibit 8, Tab 1, Schedule 4, page 1 

a) Please explain how the total forecast LV cost of $276,397 was derived. 

b) What were ERHDC’s actual LV costs for 2011 and what were ERHDC’s actual 
total energy purchases for 2011? 

 

 

ERHDC Response 

a) The $276,397 is the total for the basis for allocation of the LV costs not the total 
LV costs. The allocation is based on applying the appropriate Hydro One sub 
transmission charges to the forecast 2012 units. 

 
b) ERHDC reviewed the calculation for the LV costs and has revised the costs from 

$144,544 to $229,228. 
 

ERHDC has 5 accounts that calculate LV charges, Espanola TS-M2, Webwood 
ME, Espanola Regional H, Espanola PME1 and Massey ME. These accounts are 
charged based on a combination of monthly service charges, Specific ST Lines 
charge per KM, LVDS charge per KW, common ST lines per KW and HVDS-Low 
per KW. ERHDC forecast the load to be billed by taking the average billed 
amounts from 2008 to 2011. ERHDC then applied the current 2012 Hydro One 
rates to the averages. ERHDC revised 2012 forecast of Low Voltage costs are 
$229,288. ERHDC has included the calculation of the LV charges and revised 
rate riders below. 
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ERHDC’s actual low voltage charges are as follows: 

 
2008 - $ 139,321 
2009 - $ 140,975 
2010 - $135,663 
2011 - $203,607 
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Question #24 

Reference: Exhibit 8, Tab 2, Schedule 5  

a) Please confirm that the rate impacts shown in Appendix A are the impacts after the 
adoption of the rate mitigation measures set out at page 1, lines 11-16.  If not, 
please re-do the residential impact analysis based on the proposed rates. 
 

b) Based on the most recent 12 months of billing data please indicate the number of 
Residential customers whose average monthly use falls into each of the following 
consumption ranges: 

i. 0-250 kWh 
ii. >250-500 kWh 
iii. >500-800 kWh 
iv. >800 – 1,500 kWh 

  v.  >1,500 kWh 

c) At page 1 (lines 4-8) ERHDC states that it has “taken measures to mitigate these 
costs to the fairest and most reasonable extent possible”.  Are the “measures” 
referenced here to the ones described at lines 11-16?  If additional measures were 
explicitly taken to mitigate costs please outline what they were. 

 

ERHDC Response 

a) ERHDC confirms the rate impacts shown in Appendix A are the impacts after the 
adoption of the rate mitigation measures set out in page 1 lines 11-16. 

b)  

 
 

c) The measures taken to mitigate costs are described in lines 11-16. No other 
additional measures were explicitly taken to mitigate costs.  
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Question #25 
 
 
LRAM 

Reference: Exhibit 10, page 161 

a) When will OPA results for 2010 Programs be available and how may 
this affect the LRAM and Load forecast? 

b) List and confirm OPA’s input assumptions for EKC (if offered) 2005 and 
2006 including the measure life and unit kwh savings for Compact 
Fluorescent Lights and Seasonal Light Emitting Diodes. Confirm some 
of these assumptions were changed in 2007 and again in 2009 and 
compare the values 

c) Confirm/ demonstrate whether the claimed savings shown in the 
response to part b) reflect the measure lives in place at the time the 
programs were run or reflect the latest OPA Measures and 
Assumptions list values. 

d) Adjust the LRAM claim as necessary to reflect the measure lives (and 
Unit savings) for any/all measures that have expired starting in 2010 

 

ERHDC Response 

a) ERHDC utilized the final 2010 OPA results therefore there will be no effect on the 
LRAM and Load forecast.  

b) The table below confirms final OPA-verified 2006 EKC results for 2006 EKC CFLs 
and seasonal light emitting diodes (SLEDs), final OPA-verified 2007 EKC results, 
and assumptions from the 2009 OPA Measures and Assumptions list. Input 
assumptions for CFLs and SLEDs have changed periodically, including in 2009, as 
reflected in updates to the generic OPA Measures and Assumptions list. EKC was 
not offered in 2005. 

Comparison of inputs from three different sources for CFLs and SLEDs 

 OPA-verified Final 2006 EKC 
results 

OPA-verified Final 2007 EKC 
results From 2009 OPA M&A list 

Measure Measure 
life 

Gross 
savings 
(kWh/a) 

Free 
rider 
rate 

Measure 
life 

Gross 
savings 
(kWh/a) 

Free 
rider 
rate 

Measure 
life 

Gross 
savings 
(kWh/a) 

Free 
rider 
rate 

Energy 4 104 10% 8 43 22% 8 43 30% 
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 OPA-verified Final 2006 EKC 

results 
OPA-verified Final 2007 EKC 

results From 2009 OPA M&A list 

Measure Measure 
life 

Gross 
savings 
(kWh/a) 

Free 
rider 
rate 

Measure 
life 

Gross 
savings 
(kWh/a) 

Free 
rider 
rate 

Measure 
life 

Gross 
savings 
(kWh/a) 

Free 
rider 
rate 

Star® CFL 

SLEDs 30 31 10% 5 14 51% 5 14 30% 

 

c) Claimed savings shown in part b) reflect the measure lives from the final OPA-
verified evaluations of the 2006 EKC and 2007 EKC programs. They do not reflect 
the generic measure lives of the OPA Measures and Assumptions list. 

d) No adjustments are necessary to reflect measure lives and unit savings for 
measures that have expired starting in 2010. 
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Question #26 

Reference: Update Summary 

a) In order to assist in tracking updates to the original application, please complete a 
table similar to the one shown below for all changes made (whether due to 
interrogatory response or otherwise).  

 

 
SUMMARYOFPROPOSEDCHANGES 

 
Reference  RegulatedRe

turnonCapit
al 

RegulatedRateofR
eturn 

 
RateBase Working 

Capital 
WorkingCapi
talAllowance  

Amortization
 

PILS  
OM&A 

ServiceRevenue
Requirement

BaseRevenue 
Requirement 

GrossRev
Deficie

OriginalSubmission 4,185,471 7.02% 59,653,664 40,569,453 6,085,418 2,327,524 321,256 5,852,617 12,686,868 12,209,580 1,178

VECC IR #10 Updatedcostofdebt 4,213,572 7.06% 59,653,664 40,569,453 6,085,418 2,327,524 321,256 5,852,617 12,714,969 12,237,681 1,206

Change 28,101 0 0 0 0 0 0 0 28,101 28,101 28

Board Staff #3,#4,#8 Revised2011  4,183,054 7.06% 59,221,611 40,569,453 6,085,418 2,279,493 315,954 5,852,617 12,631,118 12,153,829 1,122

 
 

 

ERHDC Response 

ERHDC has included a summary of proposed adjustments by Exhibit below: 
 

Exhibit 2 - Rate Base 
 
ERHDC increased the rate base by $12,711. 
 
The amount represents the increase in cost of power of $84,744 for the 
underestimation of Low Voltage Charges as per questionOEB #23. ($84,744 x 15% 
working capital allowance = $12,711) 
 
Exhibit 3 – Operating Costs 
 
ERHDC decreased depreciation by $2,324. 
 
ERHDC increased the reduction to depreciation expense as a result of the PP&E 
deferral account and transition to IFRS by $2,325 as per OEB question #40. 
 
ERHDC decrease PILS by $847 
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ERHDC decreased the PILs requirement based on the decreased revenue amount 
from the interrogatory updates.  
 
Exhibit 5 – Cost of Capital and Rate of Return 
 
ERHDC updated the capital structure and the rate base calculations for 2012 based 
on the cost of capital parameters issued by the OEB for 2012 cost of service rate 
applications. 
 
ROE – 9.12% 
Deemed LT Debt Rate – 4.41% 
Deemed ST Debt Rate – 2.08% 
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Exhibit 6 – Revenue Deficiency or Surplus 
 
ERHDC updated the revenue deficiency calculation and revised the original deficiency 
amount of $445,113 to $423,422. Refer to the schedule below: 
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Exhibit 7 – Cost Allocation 
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ERHDC revised the cost allocation model for the revised demand data in I8 and the 
update to the smart meter cost allocations. The result was 0.1% change in allocation to the 
residential customer rate class.  
 

 
 
 
Exhibit 8 – Rate Design 
 
ERHDC revised the Low Voltage rate riders as per question #23. 
 
ERHDC revised the Retail Transmission Service Rates as per question #24 
 
The revised base revenue requirement is below: 
   

 
 
ERHDC did not change the allocation of the fixed and variable split. The updated rates are 
as follows: 
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ERHDC has included the updated bill impacts below: 
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Exhibit 9 - Deferral and Variance Accounts 
 
ERHDC has revised the smart meter disposition rate rider as per question #35. 



Espanola Regional Hydro Distribution Corporation (“ERHDC”) 
Responses to VECC Interrogatories 

EB-2011-0319 
Page 59 of 59 

 
 
 
Model to be submitted with the Interrogatory Responses 
 
ERHDC has submitted electronically through the Boards portal the following excel model 
that reflect the above noted changes as a result of the interrogatory responses.  
 

 Revenue requirement workform 
 RTSR workform 
 Cost Allocation model 
 Smart meter disposition model 
 PILs workform 
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