
 

 
 
 
 
June 28, 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 and Board 
Staff follow‐up Interrogatory questions. 

 
ERHDC  has  attached  responses  to VECC  and  Board  Staff  follow‐up  questions  regarding  the 
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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ESPANOLA REGIONAL HYDRO DISTRIBUTION CORPORATION (ERHDC) 
2012 RATE APPLICATION (EB-2011-0319) 

 
Board Staff and VECC IRR  – Follow-up Questions 

 
 
Board Staff Follow-up Questions 
 
1.  Reference:  Board Staff IR #39, part a; E4/T2/S5/P13; E1/T2/S1/P2; 
 
ERHDC included $12,500 of IFRS costs in 2012 OM&A as per Table 4-12, 
OM&A Cost Drivers.   In its response to part a, ERHDC stated that it has not 
incurred incremental administrative IFRS transition costs to June 8, 2012. 
 
a. Is ERHDC planning to implement any aspect of IFRS in the remaining year of 

2012? 
b. If answer to part “a” above is yes, what are the estimated IFRS costs as at 

December 31, 2012 for implementation of the project? 
c. If the estimated costs provided in part “b” above is different from the $12,500 

IFRS costs included in the 2012 OM&A test year, please specify an amount 
and update Table 4-12 and please explain why they are different. 

d. If ERHDC is not implementing IFRS in 2012 and not spending any money for 
IFRS, would ERHDC agree to remove the $12,500 of IFRS costs from 2012 
OM&A and update Table 4-12 and other related evidence?  If not, please 
explain why not. 

 
ERHDC Response 
 
a) ERHDC is not planning to implement any aspect of IFRS in the remaining 

2012 year. 
b) n/a 
c) n/a 
d) ERHDC total forecast cost for transition to IFRS is $50,000 which has been 

spread over the 4 year rebasing term. ERHDC agrees to remove the $12,500 
IFRS cost in 2012 and use the Board approved deferral account 1508 for 
IFRS costs.   

 
2.  Reference: E6/T2/S2/P1; Board Staff IR #39, part c; 
 
In the original application ERHDC stated it will implement IFRS in January 1, 
2012.  In its response to Board IR #38, ERHDC expects to implement its IFRS on 
January 1, 2013. 
  
Please confirm that ERHDC is taking the one year optional delay for mandatory 
changeover to IFRS and will be adopting IFRS as of January 1, 2013. 
 



 
ERHDC Response 
 
ERHDC confirms it will be taking the one year optional delay for the mandatory 
changeover to IFRS and will be adopting IFRS as of January 1, 2013. 
 
 
3.  Reference:  Board Staff IR #36: Exhibit 5; Board Staff IR #40, part a; 
March 2, 2012 Board letter to  Electricity Distributors on Cost of Capital 
Parameter Updates for 2012 COS Applications; Appendix A, Staff 
Discussion Paper dated March 31, 2011 
 
In ERHDC’s response to the Board staff IR # 36, Exhibit 5, ERHDC updated its 
cost of capital parameters based on the March 2, 2012 Board cost of capital 
parameter updates. 
 
In ERHDC’s response to Board staff IR #40, ERHDC used the rate of return of 
9.12% instead of the weighted average cost of capital (WACC) per Appendix A of 
the Staff Discussion Paper dated March 31, 2011. 
 
Does ERHDC agree that the revenue requirement amount to be included in the 
PP&E Deferral account (per ERHDC response to Board staff IR # 40, part a) 
showing the adjustment in the return should be based on the WACC?  If so, 
please update the revenue requirement accordingly. 
 
 
ERHDC Response 
  
ERHDC agrees the revenue requirement amount to be included in the PP&E 
deferral account should be based on WACC and the amount should be $29,483. 
ERHDC has provided the WACC calculation below based on the deemed capital 
structure and the cost of capital parameters for May 1, 2012 rate changes.  
 
 

2012 
 Description   Deemed Portion  Effective Rate  

Long-Term 
Debt 56.00% 4.41% 
Short-Tern 
Debt 4.00% 2.08% 
Return On 
Equity 40.00% 9.12% 

    
Weighted Average Cost of   

Capital 6.20% 
 



The revised calculation for the PP&E account is as follows: 
 
Original IRR filing      Revised using WACC 
 

IFRS 2011 NBV 2,494,557 IFRS 2011 NBV 2,494,557

CGAAP 2011 NBV 2,400,062 CGAAP 2011 NBV 2,400,062

Difference 94,495 Difference 94,495 

Amortized over 4 years 23,624 Amortized over 4 years 23,624 

Add: Rate of Return 
9.12% 

8,618 Add: WACC 
6.20% 

5,859 

Adjustment to 
Depreciation Expense 

32,242 Adjustment to 
Depreciation Expense 

29,483 

 
 
VECC Follow up questions 

 
LOAD FORECAST AND REVENUE OFFSETS 

 
A. Reference: VECC #9 a) 

 The referenced Appendix does not provide the information/calculations 
requested.  Please provide a response to the original question. 

ERHDC response 

ERHDC has provided below the table requested in question #9 a).  

 



 

B. Reference: VECC #12 a) and Staff #8 b) 

 Please clarify whether the $2,500 value for 2011 is a forecast or actual value.  
If it is a forecast, please provide the 2011 actual. 

ERHDC response 

The $2,500 in account 4325 (merchandising, jobbing etc.) is a forecast. The 2011 
actual amount was $7,260. The May 2012 year-to-date amount is $1,763.  

COST ALLOCATION 

C. Reference: Staff #22 a) 

Preamble: In the response Espanola confirms that for the GS>50 class 
the LTNCP values should equal the respective SNCP values and corrected 
the CA model accordingly.  However in the corrected model (Sheet I8) filed as 
part of the IRR the LTNCP values are not the same as the SNCP values for 
the GS<50 class. 

 Please confirm whether the LTNCP and SNCP values for the GS<50 
class should also be equal and also whether they should equal the 
PNCP value. 

 Please provide a revised cost allocation run as necessary. 

ERHDC response 

The amounts for the LTNCP, PNCP and SNCP values should not be equal for 
the GS<50 customers. ERHDC reviewed the number of customers reported in 
the cost allocation study in sheet I6.2 and proposes the following change: 

 As Filed in 
IRR 

Revised as per 
follow-up questions 

Difference 

Total Number of Customers 425 425 0 

Bulk Customer Base 0 0 0 

Primary Customer Base 425 425 0 

Line Transformer Customer 
Base 

425 422 3 

Secondary Customer Base 420 420 0 

 

 



As a result of the change in the customer count above ERHDC proposes the 
demand data on sheet I8 will also change as follow: 

 

 In addition, 3 out of the 5 customers that do not use the secondary system in the 
GS<50 rate class own their transformers and receive a transformer allowance 
credit. ERHDC has not included on sheet I6.1 forecast kWs for the GS<50 
customers receiving a transformer allowance. ERHDC estimates the forecast 
KWs to be 1,434 kW receiving transformer allowance. ERHDC proposes the 
resulting ownership allowance of $860 ($0.60 per kW) should be included in the 
model on sheet I6.1 for the GS<50 customers.  

As a result of the proposed change ERHDC has included a revised summary 
sheet O1. 



 

 



A summary of the changes to the cost allocation revenue to expense ratios are 
provided below: 

 Residential GS<50 GS>50 Street 
Lights 

Sentinel 
Lights 

USL 

Original 
rate 
application 
filing 

93.2 115.9 132.7 68.5 68.1 114.9 

IRR filing 93.3 114.2 135.6 68.6 68.2 114.3 

Follow up 
IRR filing 

93.4 113.9 135.7 68.6 68.3 114.3 

 

ERHDC has filed with these interrogatory follow-up questions a revised cost 
allocation model that reflects the changes described above. 

RATE DESIGN 

D. Reference: VECC #23 b) 

 The response does not provide the actual 2011 purchased kWh as requested.   

Please provide. 

ERHDC response 

ERHDC actual 2011 purchased kWhs is 65,440,486.  

Additional Information 

Tree trimming costs 

ERHDC confirms that all costs in account 5135 relate to tree trimming. For the 
purpose of this application the $150,000 one-time tree trimming costs have been 
spread over 4 years for $37,500 per year.  

In Board Staff IR #9 g) ERHDC completed the table for 2012 based on actual 
work expected to be performed in 2012. The revised table outlines the costs 
applied for by year in the application.  

 



Year   2008  2009  2010  2011  2012  2013  2014  2015  

Costs      $37,500 $37,500 $37,500 $37,500 13km 
Bass 
Lake 
Road – 
One 
time  

Costs 
/ km  

    3.25km 

$11,538/km 

3.25km 

$11,538/km 

3.25km 

$11,538/km 

3.25km 

$11,538/km 
13km 
Bass  

Costs     $10,000     

Lake 
Road – 
Ongoing  

Costs 
/ km  

   1 km 

$10,000/km 

    

Costs  $64,272 $100,443 $135,566 $113,916 $148,501 $148,501 $148,501 $148,501 All other 
lines  

Costs 
/ km  

28km 

$2,295/km 

36km 

$2,790/km 

34km 

$3,987/km 

11km 

$10,356/km 

14km 

$10,607/km 

14km 

$10,607/km 

14km 

$10,607/km 

14km 

$10,607/km 
Total  Costs  $64,272  $100,443  $135,566  $123,916  $186,001  $186,001 $186,001 $186,001 
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