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DEFERRAL AND VARIANCE ACCOUNTS: 1 

OVERVIEW 2 

The information contained in this exhibit includes the status and description of E.L.K.’s deferral 3 
and variance accounts, the proposed disposition of certain account balances, and the rate riders 4 
required for recovery or refund of the account balances. 5 
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PREVIOUS DISPOSITION OF GROUP 1 DEFERRAL AND VARIANCE ACCOUNTS 1 

The report of the Board on Electricity Distributors’ Deferral and Variance Account Review report 2 
(the “EDDVAR Report”) provides that, during the IRM plan term, the distributor’s Group 1 3 
account balances will be reviewed and disposed of if the preset disposition threshold of $0.001 4 
per kWh (debit or credit) is exceeded.  The onus is on the distributor to justify why any account 5 
balance in excess of the threshold should not be disposed of.  With respect to the disposition 6 
period, the EDDVAR Report states that the default position would be one year. 7 

2010 IRM Approval and Board Directive 8 

March 25, 2010 the Ontario Energy Board’s Decision and Order EB-2009-0197 approved the 9 
disposition of E.L.K.’s December 31, 2008 Group 1 account balances over a one year 10 
disposition period.  To summarize, E.L.K. requested that the Board review and approve the 11 
disposition of the December 31, 2008 Group 1 account balances as defined by the EDDVAR 12 
Report since the preset disposition threshold of $0.001 per kWh was exceeded.  The combined 13 
total of Group 1 account balance is a credit of $283,869, which includes a credit balance of 14 
$370,612 in the 1588 global adjustment sub-account. (Credit balances are amounts payable to 15 
customers and debit balances are amounts recoverable from customers).  E.L.K. included 16 
interest on these account balances using the Board’s prescribed interest rates to April 30, 2010.  17 
E.L.K.’s account balances as at December 31, 2008, plus projected carrying charges to April 30, 18 
2010. 19 

E.L.K. stated that it had reviewed the Regulatory Audit & Accounting Bulletin 200901 and 20 
confirmed it had accounted for its Account 1588 RSVA power and global adjustment sub-21 
account in accordance with this Bulletin.  In 2010, the approved balances were transferred to 22 
account 1595. Table 9-1 below summarizes the 2008 approved Group 1 accounts and amounts 23 
for disposition. 24 
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Table 9-1 1 

2010 IRM Approved Group 1 Amounts for Disposition 2 

Account Decscription
Account
Number

Principal
Amounts

Interest 
Amounts Total Claim

A B C= A + B

LV Variance Account 1550 -               -           -               
RSVA - Wholesale Market Service Charge 1580 854,008       11,200      865,208       
RSVA - Retail Transmission Network Charge 1584 (519,512)      (6,813)      (526,325)      
RSVA - Retail Transmission Connection Charge 1586 1,049,996    13,771      1,063,767    
RSVA - Power (Excluding Global Adjustment) 1588 133,889       1,756        135,645       
RSVA - Power (Global Adjustment Sub-account) 1588 (365,815)      (4,797)      (370,612)      
Recovery of Regulatory Asset Balances 1590 (872,373)      (11,441)    (883,814)      

Disposition and recovery of Regulatory Balances Account 1595 (280,193)      (3,676)      (283,869)       3 

 At the time of the 2010 IRM application, E.L.K.’s billing system could not readily accommodate 4 
and  implement a separate rate rider to non-RPP customers to dispose of the global adjustment 5 
sub-account balance before May 1, 2010. The credit balance of $370,612 was included in the 6 
Deferral/ Variance  Account Disposition (2010) rate rider. The  Decision and Order EB 2009-7 
0197 also stated:  8 

“The Board directs E.L.K. to further investigate and report to the Board in a proceeding no later 9 
than the rebasing proceeding E.L.K.’s projection of the costs that it would incur to accommodate 10 
the establishment of a separate rate rider to dispose of the  global adjustment sub account". 11 

During preliminary dialogue with E.L.K.’s CIS provider Harris, this rate rider would now be able 12 
to be implemented into E.L.K.’s system.  Some set-up modifications and programming changes 13 
would be required.  The associated costs were included in the provisions for standard 14 
maintenance fees. If additional assistance is required E.L.K. expects additional cost would be 15 
minimal.  E.L.K. still needs to confirm through detailed testing of accounts that its billing system 16 
is now able to support a separate rate rider for non-RPP customers, although preliminary 17 
indications suggest that it can be accommodated. 18 
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2011 IRM Approval and Board Directive 1 

E.L.K. requested that the Board review and approve the disposition of the December 31, 2009 2 
Group 1 account balances as defined by the EDDVAR Report since the preset disposition 3 
threshold of $0.001 per kWh was exceeded.  The combined total of Group 1 account balance is 4 
a debit of $1,548,504, (debit balances are amounts recoverable from customers) reflecting 5 
E.L.K.’s account balances as at December 31, 2009, plus projected carrying charges to April 30, 6 
2011.  E.L.K. included interest on these account balances using the Board’s prescribed interest 7 
rates to April 30, 2011. In 2011, the approved balances were transferred to account 1595. Table 8 
9-2 below summarizes the 2009 approved Group 1 accounts and amounts for disposition. The 9 
disposition period was for one year. 10 

Table 9-2 11 
2011 IRM Approved Group 1 Amounts for Disposition 12 

Account Decscription
Account
Number

Principal
Amounts

Interest 
Amounts Total Claim

A B C= A + B

LV Variance Account 1550 -            -              -                 
RSVA - Wholesale Market Service Charge 1580 217,602    2,206          219,808         
RSVA - Retail Transmission Network Charge 1584 (677,170)   (6,867)         (684,037)        
RSVA - Retail Transmission Connection Charge 1586 394,682    4,002          398,684         
RSVA - Power (Excluding Global Adjustment) 1588 78,460      796             79,256           
RSVA - Power (Global Adjustment Sub-account) 1588 1,788,799 18,138        1,806,937      
Recovery of Regulatory Asset Balances 1590 (269,412)   (2,732)         (272,144)        

Disposition and recovery of Regulatory Balances Account 1595 1,532,961 15,543        1,548,504       13 
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STATUS OF DEFERRAL AND VARIANCE ACCOUNTS: 1 

This Schedule contains the status of Deferral and Variance Accounts (“DVAs”) currently used by 2 
E.L.K. Their balances as at December 31, 2011 and the proposed recovery amounts are 3 
summarized in 9-3, following the descriptions of each account: 4 

GROUP 1 ACCOUNTS  5 

 6 
1550  LV Variance Account 7 

This account is used to record the variances arising from low voltage transactions which 8 
are not part of the electricity wholesale market.  This account shall be used to record the 9 
net of the amount charged by a host distributor to an embedded distributor for 10 
transmission or low voltage services, Account 4750, including accruals and the amount 11 
billed to the embedded distributor’s customers based on the embedded distributor’s 12 
approved LV rate(s) in Account 4075, including accruals, with the appropriate carrying 13 
charges. 14 

 15 
For 2012, E.L.K is requesting disposition of the December 31, 2011 audited balance, 16 
plus the projected interest from January 1, 2012 through September 30, 2012 for 17 
account 1550.  The requested amount is a credit of ($38,329).  18 

1580  Retail Settlement Variance Account - Wholesale Market Service Charges 19 

This account is used to record the net of the amount charged by the IESO based on the 20 
settlement invoice for the operation of the IESO-administered markets and the operation 21 
of the IESO-controlled grid, and the amount billed to customers using the OEB-approved 22 
Wholesale Market Service Rate, including accruals.  Embedded distributors shall also 23 
use this account to record the net difference between the amount charged by the host 24 
distributor (based on the settlement invoice) for wholesale market services and the 25 
amount billed to customers using the Board-approved Wholesale Market Service Rate. 26 
The Board prescribed interest rates are used to calculate the carrying charges and the 27 
interest is recorded in a sub-account. 28 
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For 2012, E.L.K is requesting disposition of the December 31, 2011 audited balance, 1 
plus the projected interest from January 1, 2012 through September 30, 2012 for 2 
account 1580. The requested amount is a credit of ($531,905). 3 

1584  Retail Settlement Variance Account - Retail Transmission Network Charges 4 

This account is used to record the net of the amount charged by Hydro One (as E.L.K. is 5 
an embedded distributor), based on the settlement invoice for transmission network 6 
services, including accruals, and the amount billed to customers using the OEB-7 
approved Transmission Network Charge, including accruals. The Board prescribed 8 
interest rates are used to calculate the carrying charges and the interest is recorded in a 9 
sub-account. 10 

For 2012, E.L.K. is requesting disposition of the December 31, 2011 audited balance, 11 
plus the projected interest from January 1, 2012 through September 30, 2012 for 12 
account 1584. The requested amount is a credit of  $(73,138) 13 

1586  Retail Settlement Variance Account - Retail Transmission Connection Charges 14 
This account is used to record the net of the amount charged by Hydro One (as E.L.K. is 15 
an embedded distributor), based on the settlement invoice for transmission connection 16 
services, including accruals and the amount billed to customers using the OEB-approved 17 
Transmission Connection Charge, including accruals. The Board prescribed interest 18 
rates are used to calculate the carrying charges and the interest is recorded in a sub-19 
account. 20 

For 2012, E.L.K. is requesting disposition of the December 31, 2011 audited balance, 21 
plus the projected interest from January 1, 2012 through September 30, 2012 for 22 
account 1586.  The requested amount is a credit of  $(155,983) 23 

1588  Retail Settlement Variance Account – Power (excluding Global Adjustment) 24 
This account is used to recover the net difference between the energy amount billed to 25 
customers, including accruals and the energy charge to E.L.K. using the settlement 26 
invoice from the Independent Electricity System Operator (IESO), host distributor or 27 
embedded generator, including accruals.   The variance between Board-approved and 28 
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actual line losses is reflected in Account 1588 for the applicable period. The Board 1 
prescribed interest rates are used to calculate the carrying charges and the interest is 2 
recorded in a sub-account. 3 

For 2012, E.L.K. is requesting disposition of the December 31, 2011 audited balance, 4 
plus the projected interest from January 1, 2012 through September 30, 2012 for 5 
account 1588 – Power (excluding Global Adjustment).  The requested amount is a credit 6 
of  $(3,257,593) 7 

1588 Retail Settlement Variance Account - Power, Sub-account Global Adjustment 8 
This account is used to recover the net difference between the global adjustment 9 
amount billed to non-Regulated Price Plan consumers, including accruals and the global 10 
adjustment charge to E.L.K. for non-Regulated Price Plan consumers using the 11 
settlement invoice from the IESO, host distributor or embedded generator, including 12 
accruals. The Board prescribed interest rates are used to calculate the carrying charges 13 
and the interest is recorded in a sub-account. 14 

For 2012, E.L.K. is requesting disposition of the December 31, 2011 audited balance, 15 
plus the projected interest from January 1, 2012 through September 30, 2012 for 16 
account 1588 sub account Global Adjustment through a separate non-RPP rate rider.  17 
The requested amount is a debit of  $3,506,704 18 

1595 Disposition and Recovery/Refund of Regulatory Balances Control Account   19 

This account includes the regulatory asset or liability balances authorized by the Board 20 
for recovery in rates or payments/credits made to customers. Separate sub-accounts are 21 
maintained for expenses, interest, and recovery amounts approved by the Board in 22 
E.L.K.’s 2010 IRM (EB-2009-0197) and 2011 IRM (EB-2010-0126). The Board 23 
prescribed interest rates are used to calculate the carrying charges and the interest is 24 
recorded in a sub-account.  With regards to the recovery amounts approved by the 25 
Board in E.L.K.’s 2010 IRM (EB-2009-0197) the one year recovery period was 26 
completed as at April 30, 2011. The balance of this subaccount as at December 31, 27 
2011 was a credit of ($101,092) owning to customers. For 2012, E.L.K. is requesting 28 
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disposition of the December 31, 2011 audited balance, plus the projected interest from 1 
January 1, 2012 through September 30, 2012 of (1,114) for a total of $(102,206). 2 

GROUP 2 ACCOUNTS 3 

1508  Other Regulatory Assets - Sub-account OEB Cost Assessments 4 
This account includes amounts paid for OEB Cost Assessment for the period January 1, 5 
2005 to April 30, 2007 in excess of amounts previously included in rates (1999 OEB 6 
costs). The Board prescribed interest rates are used to calculate the carrying charges 7 
and the interest is recorded in a sub-account.  8 

E.L.K. is requesting disposition of the December 31, 2011 audited balance plus the 9 
projected interest from January 1, 2012 through September 30, 2012 for account 1508 – 10 
Sub-account OEB Cost Assessments.  The requested amount is a debit of $31,631 11 

1508  Other Regulatory Assets - Sub-account Pension Contributions 12 
This account includes amounts paid for OMERS pension expense for the period January 13 
1, 2005 to April 30, 2007 not included in rates. The Board prescribed interest rates are 14 
used to calculate the carrying charges and the interest is recorded in a sub-account. 15 

E.L.K. is requesting disposition of the December 31, 2011 audited balance plus the 16 
projected interest from January 1, 2012 through September 30, 2012 for account 1508 - 17 
Sub-account Pension Contributions.  The requested amount is a debit of $82,633 18 

1508  Other Regulatory Assets – Late Payment Penalty 19 
This account includes amounts paid for and collected from customers related to the late 20 
payment penalty costs and damages resulting from a court settlement that addressed 21 
litigation against many of the former municipal electricity utilities in Ontario.  22 

E.L.K. is requesting disposition of the December 31, 2011 audited balance plus the 23 
projected interest from January 1, 2012 through September 30, 2012 for account 1508 - 24 
Sub-account Late Payment Penalty.  The requested amount is a debit of $15,686 25 

 



E.L.K. Energy Inc 
EB-2011-0099 

Exhibit 9 
Tab 2 

Schedule 2 
Page 5 of 8 

Filed: September 19, 2012 
 

 
1521  Special Purpose Charge (SPC) Assessment Variance Account 1 

This account records any difference between the amounts remitted to the Minister of 2 
Finance for the SPC and the amount the utility recovers from customers.  This amount 3 
shall be recorded in “Sub-account 2010 SPC Assessment Variance” of account 1521.  4 
Account 5681, Special Purpose Charge Expense shall be used to record the amount of 5 
the SPC assessment, and account 4324, Special Purpose Charge Recovery shall be 6 
used to record amounts collected from customers on account of that assessment.  The 7 
Board prescribed interest rates are used to calculate the carrying charges and the 8 
interest is recorded in a sub-account. The April 23, 2011 letter from the Board stated that 9 
requests for disposition of the balances will be addressed as part of the proceedings to 10 
set rates for the 2011 rate year, no later than April 15, 2012. 11 

E.L.K.  established account 1521 Sub-account 2011 SPC Variance, in accordance with 12 
the Board’s April 23, 2011 letter. E.L.K.’s share of the  Assessment for MEI Conservation 13 
and Renewable program of $97,822 was recognized in this account in 2010, and 14 
customer billing for recoveries commenced  in this year as well.  15 

E.L.K. is requesting disposition of the December 31, 2011 audited balance plus the 16 
projected interest from January 1, 2012 through September 30, 2012 for account 1521.  17 
The requested amount is a debit of $21,085 18 

1525  Miscellaneous Deferred Debits 19 
This account includes all debits not elsewhere provided for which will benefit future 20 
periods and shall be carried forward and charged to expense over the term of the 21 
benefit.  Carrying charges shall also apply to this account.   22 

E.L.K. is requesting disposition of the December 31, 2011 audited balance plus the 23 
projected interest from January 1, 2012 through September 30, 2012 for account 1525.  24 
The requested amount is a debit of $3,276. 25 

1531  Renewable Connection Capital Deferral Account 26 
This account includes the amounts paid for capital investments related to “renewable 27 
enabling improvements” as defined in the OEB Guidelines G-2009-0087 Deemed 28 
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Conditions of Licence: Distribution System Planning, June 16, 2009.   The Board 1 
prescribed interest rates are used to calculate the carrying charges and the interest is 2 
recorded in a sub-account.  3 
 4 
E.L.K. has established the 1531 Renewable Connection Capital Deferral Account in 5 
accordance with the Board’s Guidelines on Deemed Conditions of Licence: Distribution 6 
System Planning (G-2009-0087) released June 16, 2009, to track costs associated with 7 
renewable connection capital. There is currently no activity in this account. 8 
 9 

1532 Renewable Connection OM&A Deferral Account 10 
This account includes the amounts paid for incremental operating, maintenance, 11 
amortization and administrative expenses directly related to “renewable enabling 12 
improvements” as defined in the OEB Guidelines G-2009-0087 Deemed Conditions of 13 
Licence: Distribution System Planning, June 16, 2009.   The Board prescribed interest 14 
rates are used to calculate the carrying charges and the interest is recorded in a sub-15 
account.  16 
 17 
E.L.K. has established the 1532 Renewable Connection OM&A Deferral Account in 18 
accordance with the Board’s Guidelines on Deemed Conditions of Licence: Distribution 19 
System Planning (G-2009-0087) released June 16, 2009, to track costs associated with 20 
renewable connection OM&A.  There is currently no activity in this account. 21 

 22 
1534  Smart Grid Capital Deferral Account 23 

This account includes the amounts paid for capital investments related to “smart grid 24 
demonstration projects” as defined in the OEB Guidelines G-2009-0087 Deemed 25 
Conditions of Licence: Distribution System Planning, June 16, 2009.   The Board 26 
prescribed interest rates are used to calculate the carrying charges and the interest is 27 
recorded in a sub-account.  28 
 29 
E.L.K. has established the 1534 Smart Grid Capital Deferral Account in accordance with 30 
the Board’s Guidelines on Deemed Conditions of Licence: Distribution System Planning 31 



E.L.K. Energy Inc 
EB-2011-0099 

Exhibit 9 
Tab 2 

Schedule 2 
Page 7 of 8 

Filed: September 19, 2012 
 

 
(G-2009-0087) released June 16, 2009 to track costs associated with smart grid capital.  1 
There is currently no activity in this account. 2 

 3 
1535  Smart Grid OM&A Deferral Account 4 

This account includes the amounts paid for incremental operating, maintenance, 5 
amortization and administrative expenses directly related to  “smart grid development 6 
activities” as defined in the OEB Guidelines G-2009-0087 Deemed Conditions of 7 
Licence: Distribution System Planning, June 16, 2009.   The Board prescribed interest 8 
rates are used to calculate the carrying charges and the interest is recorded in a sub-9 
account.  10 
 11 
E.L.K. has established the 1535 Smart Grid OM&A Deferral Account in accordance with 12 
the Board’s Guidelines on Deemed Conditions of Licence: Distribution System Planning 13 
(G-2009-0087) released June 16, 2009, to track costs associated with smart grid OM&A.  14 
There is currently no activity in this account. 15 
 16 

1555  Smart Meter Capital and Recovery Offset Variance 17 
This account records the net of the amounts paid for direct capital costs related to the 18 
smart meter program and the amounts charged to customers using the OEB- approved 19 
smart meter rate adder.  The Board prescribed interest rates are used to calculate the 20 
carrying charges and the interest is recorded in a sub-account.   21 

E.L.K. is following the Smart Meter Funding and Cost Recovery Guideline dated October 22 
22, 2008 (G-2008-0002) and  is requesting a disposition rider of the December 31, 2011 23 
audited balance for account 1555 – Smart Meter Capital and Recovery Offset Variance 24 
through a smart meter rate disposition rider as detailed in Tab 4 of this Exhibit.   25 

1556  Smart Meter OM&A Variance 26 

This account records the incremental operating, maintenance, amortization and 27 
administrative expenses directly related to smart meters.  The Board prescribed interest 28 
rates are used to calculate the carrying charges and the interest is recorded in a sub-29 
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account.  E.L.K. is following the Smart Meter Funding and Cost Recovery Guideline 1 
dated October 22, 2008 (G-2008-0002) and  is requesting a disposition rider of the 2 
December 31, 2011 audited balance for account 1556 – Smart Meter OM&A Variance 3 
through a smart meter rate disposition rider as detailed in Tab 4 of this Exhibit.   4 

1562  Deferred Payments in Lieu of Taxes 5 
This account records the amount resulting from the OEB-approved PILs methodology for 6 
determining the 2001 deferral account allowance and the PILs proxy amount determined 7 
for 2002 and subsequent periods ending April 30, 2006.  8 

E.L.K. is requesting disposition of this account following the principals set out in the 9 
combined proceeding found in decision EB-2008-0381. As such E.L.K has provided the 10 
relevant information required for disposition of this account under Tab 3 of this Exhibit. In 11 
summary, E.L.K is requesting disposition of $155,453 for this account. 12 

1592 PILs and Tax Variances for 2006 and Subsequent Years, Sub-account HST/OVAT 13 
Input Tax Credits (ITCs) 14 

Effective July 1, 2010 distributors were required to record the incremental ITC they 15 
receive on distribution revenue requirement items that were previously subject to PST 16 
and become subject to HST.  Tracking of these amounts will continue in this deferral 17 
account until the effective date of distributors’ next cost of service rate order.  50 per 18 
cent of the confirmed balance in this account shall be returnable to the ratepayers.  19 
Carrying charges also apply to this account.   20 

E.L.K. is requesting disposition of the December 31, 2011 audited balance plus the 21 
projected interest from January 1, 2012 through September 30, 2012 for account 1592.  22 
The requested amount is a credit of ($3,226) which 50% of the value of this account 23 
reflecting the discussion above.  E.L.K. is also requesting the completion of recording 24 
the incremental ITC in this account after the effective day of E.L.K.’s 2012 cost of service 25 
rates are approved.  26 
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ACCOUNTS REQUESTED FOR DISPOSITION BY WAY OF A DEFERRAL AND VARIANCE 1 
ACCOUNT RATE RIDER 2 

The following Table 9-3 contains account balances from the 2011 Audited Financial Statements 3 
as at December 31, 2011 and summarizes the amounts requested for disposition for both Group 4 
1 and Group 2 Accounts including interest from January 1, 2012 to September 30, 2012.  5 

Table 9-3 6 
December 31, 2011 Audited Balances – Deferral and Variance Accounts 7 

 8 

Account Decscription
Account
Number

Dec 31, 2011 
Account 
Balances

Jan 1 to Sept 
30, 2012 
Interest 
Amounts Total Claim

A B C= A + B
GROUP 1 ACCOUNTS

LV Variance Account 1550 (37,911)        (418)               (38,329)      
RSVA - Wholesale Market Service Charge 1580 (526,104)      (5,800)            (531,905)    
RSVA - Retail Transmission Network Charge 1584 (72,340)        (798)               (73,138)      
RSVA - Retail Transmission Connection Charge 1586 (154,282)      (1,701)            (155,983)    
RSVA - Power (Excluding Global Adjustment) 1588 (3,222,070)   (35,523)          (3,257,593) 
RSVA - Power (Global Adjustment Sub-account) 1588 3,468,464    38,240           3,506,704  
Recovery of Regulatory Asset Balances 1595 (101,092)      (1,115)            (102,206)    
Group 1 Sub-Total (645,336)      (7,115)            (652,451)    

GROUP 2 ACCOUNTS
Other Regulatory Assets- Sub-Account- OEB Cost Assessements 1508 31,286         345                31,631       
Other Regulatory Assets- Sub-Account- Pension Contributions 1508 81,732         901                82,633       
Other Regulatory Assets- Sub-Account- Late Payment Penalty 1508 15,515         171                15,686       
Special Purpose Charge (SPC) Assessment Variance Account 1521 20,983         103                21,085       
Miscellaneous Deferred Debits 1525 3,240           36                  3,276         
Deferred Payments in Lieu of Taxes 1562 155,453       -                 155,453     
1592      PILs and Tax Variances for 2006 and Subsequent Years, Sub-
account HST/OVAT Input Tax Credits (ITCs) 1592 (3,191)          (35)                 (3,226)        
Group 2 Sub-Total 305,018       1,520             306,538     
Total (340,318)      (5,594)            (345,912)     9 

Table 9-4 provides the interest rates that have been used to calculate actual and forecast 10 

carrying charges on the accounts in accordance with the methodology approved by the Board.  11 
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Table 9-4 1 

Interest Rates Applied to Deferral and Variance Accounts 2 
 3 

Account 1508 All Other Accounts
Q1 2005 3.88% 7.00%
Q2 2005 3.88% 7.00%
Q3 2005 3.88% 7.00%
Q4 2005 3.88% 7.00%
Q1 2006 3.88% 7.00%
Q2 2006 4.14% 4.14%
Q3 2006 4.59% 4.59%
Q4 2006 4.59% 4.59%
Q1 2007 4.59% 4.59%
Q2 2007 4.59% 4.59%
Q3 2007 4.59% 4.59%
Q4 2007 5.14% 5.14%
Q1 2008 5.14% 5.14%
Q2 2008 4.08% 4.08%
Q3 2008 3.35% 3.35%
Q4 2008 3.35% 3.35%
Q1 2009 2.45% 2.45%
Q2 2009 1.00% 1.00%
Q3 2009 0.55% 0.55%
Q4 2009 0.55% 0.55%
Q1 2010 0.55% 0.55%
Q2 2010 0.55% 0.55%
Q3 2010 0.89% 0.89%
Q4 2010 1.20% 1.20%
Q1 2011 1.47% 1.47%
Q2 2011 1.47% 1.47%
Q3 2011 1.47% 1.47%
Q4 2011 1.47% 1.47%
Q1 2012 1.47% 1.47%
Q2 2012 1.47% 1.47%
Q3 2012 1.47% 1.47%
Q4 2012 1.47% 1.47%  4 

 5 
E.L.K. is requesting disposition of the variance accounts noted below according to the Report of 6 
the Board EB-2008-0046, which states that “at the time of rebasing, all Account balances should 7 
be disposed of unless otherwise justified by the distributor or as required by a specific Board 8 
decision or guideline. 9 

E.L.K. has followed the guidelines in the Report of the Board and requests disposition over a 10 
one-year period. E.L.K. has provided a continuity schedule of the accounts listed below in the 11 
live Excel file named ELK 2012_EDDVAR_Continuity_Schedule. 12 
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Table 9-5 outlines the allocation of the Group 1 and Group 2 Accounts shown in Table 9-3 to the 1 
rate classes. 2 

Table 9-5 3 
Allocation of Deferral and Variance Accounts 4 

 5 

Deferral and Variance Accounts: Amount ALLOCATOR Residential GS < 50 kW GS > 50 kW
Embedded 
Distributor USL

Senitnel 
Lighting

Street 
Lighting Total

LV Variance  - Account 1550 (38,329)$           kWh (14,801)$            (5,040)$      (11,317)$       (6,836)$             (30)$        (1)$          (305)$      (38,329)$      
WMSC - Account 1580 (531,905)$         kWh (205,400)$          (69,942)$    (157,042)$     (94,868)$           (415)$      (9)$          (4,228)$   (531,905)$    
Network - Account 1584 (73,138)$           kWh (28,243)$            (9,617)$      (21,594)$       (13,044)$           (57)$        (1)$          (581)$      (73,138)$      
Connection - Account 1586 (155,983)$         kWh (60,235)$            (20,511)$    (46,053)$       (27,820)$           (122)$      (3)$          (1,240)$   (155,983)$    
Power Non GA - Account 1588 (3,257,593)$      kWh (1,257,953)$       (428,354)$  (961,790)$     (581,008)$         (2,539)$   (54)$        (25,896)$ (3,257,593)$ 
Power GA - Account 1588 3,506,704$       Non RPP kWh 375,035$           85,137$      1,835,132$   1,154,777$       5,045$    108$       51,469$  3,506,704$   
Disposition and Recovery/Refund of Regulatory 
Balancesm- 1595 (102,206)$         kWh (39,468)$            (13,440)$    (30,176)$       (18,229)$           (80)$        (2)$          (812)$      (102,206)$    

Subtotal - RSVA (652,451)$         (1,231,065)$       (461,767)$  607,161$      412,971$          1,804$    39$         18,406$  (652,451)$    

Other Regulatory Assets - Acct 1508 129,949$          # of Customers 114,505$           13,874$      1,068$          46$                   366$       23$         69$         129,949$      
Misc Deferred Debits - Acct 1525 3,276$              # of Customers 2,887$               350$           27$               1$                     9$           1$           2$           3,276$          
Differed Payments in Lieu of Taxes - 1562 155,453$          Dx Revenue 102,161$           10,593$      39,949$        2,584$              121$       2$           42$         155,453$      
Input Tax Credit - 1592 (3,226)$             # of Customers (2,842)$              (344)$         (27)$              (1)$                    (9)$          (1)$          (2)$          (3,226)$        
Special Purpose Charge -1521 21,085$            kWh 8,142$               2,773$        6,225$          3,761$              16$         0$           168$       21,085$        
Subtotal - Non RSVA, Variable 306,538$          224,853$           27,245$      47,243$        6,391$              503$       25$         278$       306,538$      

Total to be Recovered (345,912)$         (1,006,212)$       (434,522)$  654,404$      419,362$          2,307$    64$         18,685$  (345,912)$    

Balance to be collected or refunded, Variable (3,852,616)$      (1,381,247)$       (519,659)$  (1,180,729)$  (735,415)$         (2,738)$   (44)$        (32,784)$ (3,852,616)$ 
Balance to be collected or refunded, Non RPP 
Variable 3,506,704$       375,035$           85,137$      1,835,132$   1,154,777$       5,045$    108$       51,469$  3,506,704$   
Total (345,912)$         (1,006,212)$       (434,522)$  654,404$      419,362$          2,307$    64$         18,685$  (345,912)$     6 

The following table provides the 2012 Deferral and Variance Account Rate Riders by rate class 7 
and the Non-RPP Global Adjustment Rate Rider by rate class. 8 

 9 
 10 
 11 
 12 
 13 

Table 9-6 14 
Deferral and Variance Accounts Rate Riders 15 

Class
Residential GS < 50 kW GS > 50 kW

Embedded 
Distributor USL

Senitnel 
Lighting

Street 
Lighting

Deferral and Variance Account Rate Riders (0.0148)$            (0.0164)$    (6.0623)$       (7.6567)$           (0.0146)$ (3.9368)$ (6.1389)$ 
Billing Determinants kWh kWh kW kW kWh kW kW
Deferral and Variance Account Rate Riders
Non RPP - GA Rate Rider 0.0269$             0.0269$      9.8148$        12.0229$          0.0269$  9.6377$  9.6377$  
Billing Determinants kWh kWh kW kW kWh kW kW  16 

 17 
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ACCOUNT 1562 – DEFFERED PAYMENTS IN LIEU OF TAXES 1 

E.L.K.'s evidence to support the balance of account 1562 conforms to the principles set 2 

out in the combined proceeding decision (EB-2008-0381). In addition, it is E.L.K.'s 3 

understanding the evidence meets the expectations of Board Staff which have been 4 

communicated through Board Staff interrogatories to other applicants such as Oshawa 5 

PUC Networks Inc. as part of the EB-2011-0073 proceeding. E.L.K. has reviewed the 6 

evidentiary record of the combined proceeding EB-2008-0381, the letter from the Board 7 

dated September 13, 2011 regarding account 1562 and completed the SIMPIL models 8 

based on the Halton Hills models. 9 

 10 

As outlined below in E.L.K.'s 1562 PILs continuity statement, that balance for account 11 

1562 includes principal and interest to April 30, 2006 of $138,475. In addition, interest 12 

from May 1, 2006 to September 30, 2012 of $16,979 for a total disposition amount of 13 

$155,453. 14 

 15 

The following 1562 PILs Continuity Schedule support the total 1562 account balance of 16 

$138,475 as at April 30, 2006. The schedule provides the summary of the Board 17 

Approved PILs amounts from the approved Rate Adjustment Models, adjustments from 18 

the annual SIMPIL models, PILs billed to customers and the related carrying charges at 19 

the Board prescribed interest rates for the period May 1, 2002 to April 30, 2006. 20 
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Table 9-7 1 

E.L.K. 1562 PILs Continuity Schedule 2 
 3 

Year start: 01/10/2001 01/01/2002 01/01/2003 01/01/2004 01/01/2005 01/01/2006
Year end: 31/12/2001 31/12/2002 31/12/2003 31/12/2004 31/12/2005 30/04/2006 Total

Opening balance: = 0 67,482 123,700 110,167 109,073 20,643 0
Board-approved PILs tax proxy from Decisions    (1) +/‐

67,077 299,304 477,332 427,024 102,564 96,378 1,469,679
PILs proxy from April 1, 2005 - input 9/12 of amount

216,851 216,851
True-up Variance Adjustment  Q4, 2001     (2) +/‐ 37,706 37,706
True-up Variance Adjustment                    (3) +/‐

40,474 ‐42,132 ‐10,207 ‐12,390 ‐24,255
Deferral Account Variance Adjustment Q4, 2001      (4)

0
Deferral Account Variance Adjustment                    (5) +/‐

‐8,755 ‐69,023 ‐19,321 ‐23,965 97,345 ‐23,719
Adjustments to reported prior years' variances    (6) +/‐ 0

Carrying charges           (7) +/‐
405 10,218 7,639 6,769 3,547 ‐198 28,380

PILs billed to (collected from) customers             (8) ‐
0 ‐282,255 ‐469,955 ‐373,434 ‐377,219 ‐63,304 ‐1,566,167

Ending balance: # 1562 67,482 123,700 110,167 109,073 20,643 138,475 138,475  4 
 5 

 

The income tax rates used for true-up purposes are the actual legislated tax rate for the 6 

applicable year based on the regulatory taxable income used to determine the amount 7 

of PILs that were included in rates not the rate used to set PILs included in rates nor the 8 

actual income tax rate paid.  The method of determining the actual legislated tax rates is 9 

described below. 10 

In 2001 and 2002, E.L.K. was eligible for a reduced small business deduction for federal 11 

tax purposes.  The small business deduction tax rate was calculated based upon 12 

regulatory taxable income and the actual federal clawback based upon prior year’s 13 

gross part I.3 tax (gross LCT).  The actual legislated tax rate was calculated using the 14 

maximum tax rates set out in the tax rate table in the combined proceeding decision 15 

(including surtax) with a reduction for the small business deduction to which E.L.K. was 16 

entitled.  The tax rates for gross-up purposes are the rates calculated as described 17 

reduced by 1.12% being the surtax reduction. 18 

E.L.K. believes these are the proper rates to utilize as they reflect the intent of the 19 

SIMPIL process to capture changes in legislated tax rates.  The PILs included in rates 20 
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were determined well in advance of the actual tax years using proxies for what the 1 

actual tax rates would be.  Utilizing the actual tax rates that would be applicable to the 2 

same level of regulatory net income as used to set PILs in rates properly captures the 3 

changes in legislation.  This captures the difference between the rates used to 4 

determine PILs included in rates and what the PILs would have been if they were set in 5 

the actual tax year with knowledge of any changes in tax rates.  The use of the 6 

legislated tax rate for the applicable year is also consistent with the principles 7 

established in the combined proceeding decision.  8 

In completing the required information to support the 1562 balance E.L.K. reflected the 9 

Ministry of Finance Assessment notices for the years 2001 to 2005 which as noted 10 

below are provided in Appendix Q to U. E.L.K. confirms that all tax years from 2001 to 11 

2005 are statute barred. 12 

The information requested by the Board to support E.L.K.’s disposition amount includes 13 

the following appendices related to the disposition of Account 1562: 14 

 15 

Appendix 9-A: 1562 Summary Continuity Schedule and Supporting Calculations 16 

(Excel and PDF) 17 

Appendix 9-B: Calculation of Collected PILs (Excel and PDF) 18 

Appendix 9-C: 2001 SIMPIL Model (Excel and PDF) 19 

Appendix 9-D: 2002 SIMPIL Model (Excel and PDF) 20 

Appendix 9-E: 2003 SIMPIL Model (Excel and PDF) 21 

Appendix 9-F: 2004 SIMPIL Model (Excel and PDF) 22 

Appendix 9-G: 2005 SIMPIL Model (Excel and PDF) 23 

Appendix 9-H: 2002 OEB Decision (PDF only)  24 

Appendix 9-I: 2004 OEB Decision (PDF only)  25 

Appendix 9-J: 2005 OEB Decision (PDF only) 26 

Appendix 9-K: 2002 Rate Adjustment Model (Excel and PDF) 27 

Appendix 9-L: 2004 Rate Adjustment Model (Excel and PDF) 28 
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Appendix 9-M: 2005 Rate Adjustment Model (Excel and PDF) 1 

Appendix 9-N: 2001 Audited Financial Statements, Tax Returns and 2 

Assessment (PDF only) 3 

Appendix 9-O:  2002 Audited Financial Statements, Tax Returns and 4 

Assessment (PDF only) 5 

Appendix 9-P  2003 Audited Financial Statements, Tax Returns and 6 

Assessment (PDF only) 7 

Appendix 9-Q  2004 Audited Financial Statements, Tax Returns and 8 

Assessment (PDF only) 9 

Appendix 9-R  2005 Audited Financial Statements, Tax Returns and 10 

Assessment (PDF only) 11 
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SMART METER PROPOSAL 1 

E.L.K is seeking approval for smart meter cost recovery for the implementation of 2 
smart meters in the LDC’s service area. The cost recovery is based on actual costs 3 
incurred to December 31, 2011 4 

E.L.K. is specifically requesting the following 5 

 Smart Meter Disposition Rate Rider (per metered customer per month) of ($0.94) 6 
for one year (October 1, 2012 to September 30, 2013) for Residential customers 7 
and a Smart Meter Disposition Rate Rider (per metered customer per month) of 8 
$0.95 for one year (October 1, 2012 to September 30, 2013) for General Service 9 
<50kW customers. This Rate Rider reflects the Net Deferred Revenue Requirement 10 
of ($99,705) being the difference between the Deferred Incremental Revenue 11 
Requirement from 2009 to December 31, 2011 and the SMFA Revenues collected 12 
from 2007 to May of 2012; 13 

 Approval to include smart meter capital deployed from 2009 to 2011 in the 2012 14 
rate base that supports the 2012 revenue requirement and distribution rates which 15 
is the subject of this rate application. 16 

 Approval to include smart meter operation and maintenance expenses in the 2012 17 
revenue requirement associated with smart meters deployed. 18 

 Approval to charge $2.22 per month per Residential and GS < 50 kW customers to 19 
recover $ 299,445 for stranded meters as at December 31, 2011 over a one year 20 
period beginning October 1, 2013.  21 

Smart Meter Program Status 22 

E.L.K. began recovery of smart meter funding adders in accordance with the 2006 23 
Decision and Order (EB-2007-0436). A monthly fixed charge of $0.27 per metered 24 
customer per month effective May 1, 2007, was billed and the proceeds were credited in 25 
OEB Account 1555,  Smart Meter Capital and Recovery Offset Variance Account. E.L.K. 26 
requested the continuation of the smart meter rate adder previously approved by the 27 
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Board in order to provide funding for possible future implementation of smart meter costs 1 
and to minimize future rate impacts.  The Board-approved rate adder for E.L.K. of $0.27 2 
per month per metered customer continued effective May 1, 2008.  E.L.K.’s variance 3 
accounts for smart meter program implementation costs authorized by the Board also 4 
continued. On October 22, 2008 the Board issued a Guideline for Smart Meter Funding 5 
and Cost Recovery (“Smart Meter Guideline”) which sets out the Board’s filing 6 
requirements in relation to the funding of, and the recovery of costs associated with, smart 7 
meter activities conducted by electricity distributors. E.L.K. was a non-implementing 8 
distributor in the 2009 rate year.  As such, E.L.K. requested the continuation of the smart 9 
meter funding adder of $0.27 per metered customer per month and was granted this 10 
request by the Board. 11 

In the 2010 Decision and Order (EB-2009-0197), E.L.K. received approval for the standard 12 
$1.00 per metered customer per month smart meter funding charge for the 2010 IRM rate 13 
year. E.L.K. requested the standard smart meter funding adder of $1.00 per metered 14 
customer per month which is intended to provide funding in the case where the distributor 15 
may be in the early stages of planning and may not have sufficient cost information for a 16 
utility specific funding adder.  The Board approved this adder as requested. 17 

In the 2011 Decision and Order (EB-2010-0126), E.L.K. received approval to change its 18 
utility specific smart meter funding adder from $1.00 to 1.45 per metered customer per 19 
month to provide funding for E.L.K.’s smart metering activities in the 2011 rate year. 20 

In 2007 E.L.K. purchased and installed approximately 800 Tantalus Smart Meters.  Ultimately 21 
this vendor was not an approved vendor for E.L.K. As a result, these meters were removed and 22 
eliminated from account 1860.  E.L.K. was able to sell approximately 683 of these meters.  176, 23 
I210 meters, complete with Tantalus module were sold for seventy five dollars each and 507, 24 
I210 meters, were sold separately for fifteen dollars each.  They are not part of the stranded 25 
meter costs calculation.  The remaining meters are on hand. 26 

E.L.K. became a named distributor in the London Hydro RFP as a 2009 add-on LDC, and 27 
therefore authorized E.L.K. via Regulation 427/06 to proceed with “metering activities 28 
pursuant to the Request for Proposal (RFP) for Advanced Metering Infrastructure (AMI) – 29 
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Phase I Smart Meter Deployment: Fair Negotiations Protocal for Statement of Work (SOW) 1 
Development and Contract Award issued August 14, 2008 by London Hydro Inc.” Please 2 
note that E.L.K. was added to this consortium RFP approximately 8-10 months following 3 
the initial wave of LDC’s. E.L.K. proceeded in negotiations with its number one ranked 4 
proponent which was not successful.  Ultimately, this led to an agreement with the second 5 
ranked proponent KTI/Sensus Limited.   6 

E.L.K. installed approximately 11,000 smart meters in the years 2010 and 2011. E.L.K.’s 7 
Smart Meter Implementation Program was substantially complete by December 31, 2011. 8 
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PROCUREMENT OF SMART METER AGREEMENTS AND INSTALLATION SERVICES 1 

Sensus Metering 2 

E.L.K. was an active participant in the London RFP smart meter procurement process as a 3 
2009 add-on LDC and therefore was authorized via Regulation 427/06 to proceed with 4 
“metering activities pursuant to the Request for Proposal (RFP) for Advanced Metering 5 
Infrastructure (AMI) – Phase I Smart Meter Deployment: Fair Negotiations Protocal for 6 
Statement of Work (SOW) Development and Contract Award issued August 14, 2008 by 7 
London Hydro Inc.” E.L.K.’s proceeded its negotiations with its number one ranked 8 
proponent Silver Springs Network which was not successful.  Ultimately, this led to an 9 
agreement with the second ranked proponent KTI/Sensus.  In late November 2009, E.L.K. 10 
finalized the details of the Smart Metering contract with KTI/Sensus Limited.    KTI/Sensus 11 
Limited provided the supply of goods, software and professional services to provide an 12 
automated metering infrastructure (AMI) system (meters, gatekeepers/collectors and 13 
head-end communications and meter-data-collection server) and meter data collection 14 
services through a Hosted Services Agreement to facilitate integration with the provincial 15 
MDM/R.  KTI/Sensus Limited will be providing ongoing maintenance and support of 16 
E.L.K.’s AMI system.  System Acceptance testing of the fully-installed and operational 17 
KTI/Sensus Limited solution is complete. 18 

KTI/Sensus Limited Gatekeeper Deployment 19 

E.L.K. owns the meters, Tower Gateway Basestation (TGB) which consists of certain 20 
hardware, firmware and software installed at the tower site that collects meter reads from 21 
the approved meters and transmits these meter reads to the RNI, the FlexNet Network 22 
Portal’s (FNP’s) which is a pole mountable intelligent fringe network extender which 23 
receives messages from meters within its RF range that are in hard-to-reach or fringe 24 
locations when there are no other electronic meters in RF range to delay those messages, 25 
and stores and forwards those messages to a TGB.  An FNP requires 110 or 240 VAC of 26 
operating voltage and FRP’s.  Sensus owns the RNI which is a regional network interface 27 
computer consisting of equipment and software used to gather, store and report Meter 28 
Reads collected from Approved Meters and TGBs that are part of the FlexNet System.  29 
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The Software operates on the RNI that is used to retrieve or receive and temporarily store 1 
meter reads before or as they are being transmitted to the MDM/R.  The information stored 2 
in the RNI is available to log maintenance and transmission faults and issue reports on the 3 
overall health of the AMI to E.L.K. and the MDM/R and operates and maintains the 4 
network, and Sensus provides full FlexNet functionality data services including hourly 5 
reads for all meters, monthly demand reads and reset for demand meters; voltage 6 
information; tamper information, outage/restoral information, meter status information and 7 
remote connect/disconnect. Sensus plotted and performed a propagation study using an 8 
existing water tower in place of PageNet’s T056 site.  As the E.L.K. service area is 9 
comprised of approximately 11,000 meters, the propagation study assumed that E.L.K. 10 
could get on the water tower in Essex, that the antenna will be installed at a height of at 11 
least 38 meters, and that FNPs will be installed on normal pole lines.  E.L.K. currently 12 
possesses 1 TGB in Essex and a total of 6 (2 in Kingsville, 2 in the Town of Belle River, 1 13 
in Comber and 1 in Harrow). 14 

Some of the main responsibilities or services of each part to the agreement are included in 15 
the chart below. 16 

Item #  Item 
Reponsible 

Party 

1 

Purchase the Sensus FlaxNet electric endpoints (as defined by 
new electronic Approved Meter with an integrated two‐way 
comm module)  E.L.K. 

2 
Purchase the Sensus Installation & Diagnostics Handheld Field 
Tool  E.L.K. 

3 
Installation of the FlexNet endpoints using Handheld Field 
Tool.  E.L.K. 

4 

Perform site selection survey and propogation analysis to 
determine the tower and TGB sites (Sensus would do this 
collaboratively with E.L.K. to use the E.L.K. tower sites if E.L.K. 
has sites it would like to make available for use).  Sensus 

5 

Perform project planning and management of TGB siting to 
ensure proper installation and drive testing to verify 
coverage.  Sensus 
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6 
Purchase the Sensus TGB (TGB hardware pricing included 
installation).  E.L.K. 

7 

Provide the tower/pole attachment location for the TGB 
antenna and FNPs to be sited (this wiould likely be a 
combination of 3rd party and the E.L.K. sites).  Sensus 

8 

Field installation of the TGB which includes the TGB 
hardware, antenna, mounts, connectors, coax and any 
needed external ice bridges and filters.  Sensus 

9A  Purchase the RNI System hardware.  Sensus 
9B  Provide the FlexWare Software license.  Sensus 
10  Provide a location for the RNI hardware to be sited.  Sensus 

11 

Install the RNI hardware and all related software and provide 
ongoing services to maintain the hardware, operating 
systems and all related software in good standing.  All 
materials and labour costs to be covered by 
Warranty/Maintenance as provided for by Sensus Services.  Sensus 

12 
Establishment of WAN Communications from the TGB to the 
RNI.  Sensus 

13 

Payment for WAN Communications from the TGB to the RNI 
(set up costs and ongoing monthly costs) (the E.L.K. may have 
communications that can be used for WAN communications).  Sensus 

14 

Provide FlexNet proprietary software licenses (TBG software 
and firmware, Sensus System Operations Software, Sensus 
ELK Information Web Package, Sensus Diagnostic Software, 
Sensus Map Server Software).  Sensus 

15 

Provide FlexNet proprietary software updates and software 
maintenance and any other necessary yearly ongoing support 
tasks for this software and all Sensus network software.  Sensus 

16 
Provide the tower TGB power (estimated to be about 150 
watts)  Sensus 

17  Provide the use of licensed IC spectrum, 8 blocks of 12.5 kHz  Sensus 

18 
Provide 24x7x365 TGB and RNI monitoring and trouble ticket 
generation  Sensus 

19 
Operate the network delivering the data and communications 
required  Sensus 

20 

Provide preventative maintenance monitoring using Sensus 
FlexNet diagnostic software tools for all Approved Meters, 
TGBs and the RNI  Sensus 
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21 

Managing ongoing data capacity to set the appropriate 
modes of operation in each Approved Meter and TGS in order 
to maximize reliability, the number of Approved Meters and 
Approved Meter types served and overall Approved Meter 
message throughput  Sensus 

22  Provide all Technician labour to repair TGBs  Sensus 

23 
Provide all Technician labour and Hardware Maintenance 
Agreements to repair the RNI  Sensus 

24 
Provide the field services labour to visit a problem endpoint 
and perform diagnostics and repair or replacement  ELK 

25 

Provide TGB hardware that needs to be replaced because of 
failure, obsolescence or normal wear and tear at no 
additional cost for the life of the contract and any renewal 
periods  Sensus 

26 
Purchase and provide TGB hardware that needs to be 
replaced because of disaster destruction or vandalism  ELK 

27 
Provide RNI hardware that needs to be replaced because of 
obsolescence  Sensus 

28 
Secure Micrsoft Windows and Sequel Licenses and pay the 
annual license fees  Sensus 

29 

Provide 1 week per year of on site training.  This training 
would be scheduled in advance and be subject to the 
reasonable availability of the right Sensus employees.  Sensus 

30  Payment of the taxes on the network hardware  ELK 

31 
Sensus warrants the performance of the TGB, FNP and RNI 
hardware  Yes 

32  Sensus provides a service level agreement  Yes 
33  Handling of IC compliance and regulatory matters  Sensus 

34 

Periodically monitor, primarily if a problem is suspected, in 
band and adjacent channels for radio frequency obstruction 
and notifying the Elk and IC if such is found  Sensus 
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Residential and Commercial Deployment of KTI/Sensus Meters 1 

To attempt to keep costs at a minimum, E.L.K. estimated the cost of mass deployment and 2 
concluded that the most cost-effective approach to converting E.L.K.’s service territory 3 
meters to smart meters was to utilize in-house trained personnel who are familiar with 4 
E.L.K.’s service territory.    5 

Annual Security Audit 6 

With the mass deployment of AMI systems, security of the AMI network is critical to 7 
prevent utilities from becoming susceptible to new levels of potential security breaches 8 
and to ensure customer privacy and acceptance of the network.   By installing network 9 
infrastructure in the field, there is now a requirement for additional security measures in 10 
order to ensure that utility data and equipment are kept secure from manipulation or other 11 
forms of control.  As networks are deployed throughout North America, cyber security 12 
articles with reports of the potential for smart-grid hacking are becoming commonplace in 13 
the media.  The minimum Functional Specification for an Advanced Metering Infrastructure 14 
(AMI) released in July 2007 identified the need for security within the AMI network - 15 
Section 2.11 Security and Authentication: “The AMI shall have security features to prevent 16 
unauthorized access to the AMI and meter data and to ensure authentication to all AMI 17 
elements.”  Some of the privacy and network security infrastructure concerns that have 18 
been raised include: 19 

• Monitoring a consumer’s usage; 20 

• Modifying one’s own, or another consumer’s usage; 21 

• Interrupting the power of one or more consumers; and 22 

• Tampering with demand side management tools which can be controlled through 23 
smart meters. 24 

Since early 2010, Ontario utilities have been working with their smart meter providers to 25 
understand the security features of the networks, best practices for their deployment and 26 
new features that are being developed for future implementation within the smart meter 27 
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networks.  In November of 2010 the Information and Privacy Commissioner of Ontario 1 
released the report Smart Privacy for the Smart Grid which identified areas of concern to 2 
be addressed in the area of smart meter and smart grid devices. 3 

E.L.K. is always looking at improving and maintaining its security of personal information 4 
in order to satisfy the due diligence requirements for protection not only of customer 5 
information, but also to ensure that access to the infrastructure is properly protected, 6 
thereby securing against unwanted modifications to data collection and/or load-control 7 
functionality.   8 

E.L.K. uses a commercial grade Watchguard firewall appliance at its perimeter to protect 9 
all key network resources from cyber attacks while allowing for safe secure remote 10 
access.  The Watchguard firewall includes security services that are renewed each year 11 
that proxy all traffic and protect the network.  The services included and renewed are 12 
Intrusion Prevention Service, Gateway Antivirus, Email spam blocker and webblocker.  13 
Policies have been set-up to employ a tighter security model on incoming traffic over 14 
E.L.K.’s single interent connection.  The key policies are as follows: 15 

a) RDP packet filter to allow protocol only from PC outlet (outsourced IT vendor’s IP), 16 
Harris Northstar (billing CIS) and the EBT. 17 

b) Secure access to E.L.K.’s webserver. 18 

c) Remote access using 3DES VPN tunnels. 19 

d) Inside webblocking of unapproved sites by category to minimize risk from inside 20 
users. 21 

e) Spam and antivirus blocking of incoming e-mails. 22 

f) Antivirus filtering of website content from inside web browsing 23 

g) Branch office VPN tunnel to key Smartmetering Partner Metersense 24 

h) Trusted certificates on E.L.K.’s web server. 25 
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Further to this E.L.K. possesses application level security with Smart metering partners 1 
that include and SFTP being used with transfers to Metersense and Sensus, AS2 software 2 
with the MDM/R all of which contain encryption as part of the protocol.  It should be notes 3 
that all archives are stored safely onsite on E.L.K.’s archive server. 4 

Security services are renewed on Firewall yearly and signatures updated hourly, firewall 5 
firmware upgrades are done during a scheduled network tune-up, servers are maintained 6 
for operating system updates and other updates during network tune-up and AS2 software 7 
maintenance is renewed yearly. 8 

Also below is Sensus Security Strategy 9 
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 1 

Operational Data Store (ODS) 2 

E.L.K. fully supported the IESO MDM/R system and facilitated enrolment as quickly as 3 
possible with the MDM/R.   4 

As E.L.K. moved into the implementation of its AMI systems, a need was recognized for an 5 
application that supported full integration with the MDM/R and enabled our team to audit, 6 
validate, interact with and gain valuable business information from the wealth of meter 7 
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data that was being collected by the KTI/Sensus Limited System.  This system, while fully 1 
capable of collecting meter read data and forwarding that raw data to the MDM/R, does 2 
not provide all of the functionality necessary to operate the AMI and interpret and/or 3 
leverage the information it is providing in an educated and meaningful fashion.   4 

E.L.K., purchased from its CIS vendor Harris (our current billing system vendor), an 5 
operational data store (ODS) in Q3 of 2010, which was their MeterSense ODS application.  6 
Contract negotiations were completed in Q3 2010 and the deployment of the ODS was 7 
deployed shortly thereafter.   The software is web-based and is hosted by Harris. 8 

The primary requirements and features of the operational data store (ODS) are: 9 

a) Dashboard of Field Issues Possibly Requiring Intervention - Dashboard visibility 10 
to the real-time performance of the smart meter system to provide field staff with 11 
visibility to troubleshooting priorities such as non-communicating meters, non-12 
communicating gatekeepers/collectors, meters with a high number of estimates, etc. 13 

b) AMI SLA Audit - Audit and reporting / real-time notification capabilities to monitor AMI 14 
performance and therefore ensure that data collection and submission service-level 15 
agreements (SLAs) with the centralized MDM/R are consistently met 16 

c) Read Re-submission - The ODS will provide a data repository to facilitate backfilling 17 
reads after a meter installation, front-filling reads after a meter removal, and replacing 18 
reads labeled as NVE (Needs Verification or Edit) by the IESO MDM/R system.  The 19 
ODS will provide a mechanism for meter data editing and VEE (Validation, Estimation 20 
and Editing) processes (in keeping with the MDM/R specifications), such data can 21 
then be re-submitted to the MDM/R.  Features such as “register read validation failure 22 
resolution” will be invaluable to E.L.K. 23 

d) IESO MDM/R Report Integration / Issue Resolution Automation - The MDM/R 24 
produces a large volume of reports on a daily or regular basis each potentially 25 
containing large amounts of information.  MeterSense can load the MDM/R reports, 26 
and filter the information they provide in order to provide manageable,  meaningful 27 
action items that can be prioritized, investigated and resolved. 28 



E.L.K. Energy Inc 
EB-2011-0099 

Exhibit 9 
Tab 4 

Schedule 2  
Page 14 of 16 

Filed: September 19, 2012 
 
e) Automation of Manual Meter Reading - The ODS ability to automate the collection of 1 

meter-read data and transition away from manual meter reads before enrolment with 2 
the MDM/R has been finalized. 3 

f) Meter Event Monitoring - Dashboard visibility to report meter events and indicators 4 
such as outages, restorations, tampers, voltage changes, etc., many of which will 5 
afford E.L.K. the opportunity to improve the safety and reliability of the distribution 6 
system. 7 

g) Revenue Protection – E.L.K. will be able to identify and respond to meter tampers 8 
which historically would have resulted in unidentified theft of power 9 

h) Outage Reporting - Real-time outage information to facilitate faster response time, 10 
and therefore improved system reliability  11 

Business Process Redesign 12 

Throughout 2010, E.L.K. attended numerous education sessions covering the MDM/R 13 
design specifications, meter read data, VEE and other billing processes, and the design of 14 
a testing/cutover strategy.   LDCs have widely recognized that a number of business 15 
processes, including new account setup, meter installations, meter changes, move-16 
in/move-out and final billing all require scrutiny and procedural modifications to ensure that 17 
MDM/R integrations are optimized.  E.L.K.  personnel also attended IESO-led training on 18 
business process redesign. Actual business process redesign were adjusted as required 19 
by E.L.K. with formal documentation created for training purposes. 20 

System Changes 21 

E.L.K. uses the Harris Northstar Billing System, which is used by several Ontario LDCs 22 
including some who have completed their smart meter deployment and implemented TOU 23 
billing as E.L.K. has.  The Northstar system is fully capable of supporting MDM/R 24 
integration and TOU billing within defined regulatory timelines and has negotiated to 25 
purchase the necessary add-on software modules and professional services to ensure that 26 
this occurs. 27 
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Integration with MDM/R  1 

By mid-2010, E.L.K. began attending relevant IESO training sessions regarding E.L.K.’s 2 
future integration to the provincial Meter Data Management Repository (MDM/R) and we 3 
have remained active and involved participants, attending the majority of IESO-hosted 4 
sessions on a variety of topics pertaining to the MDM/R.  E.L.K.`s MDM/R registration 5 
application was submitted January 4, 2010. 6 

E.L.K. completed its AMCC internal testing and CIS internal testing on December 30, 7 
2010.  The enrollment wave was requested and confirmed on September 17, 2011.  E.L.K. 8 
completed detailed unit testing and submitted its self certification of enrollment testing on 9 
May 17, 2011.  AS2 connectivity software to facilitate data integration with the MDM/R was 10 
selected and installed.  This then allowed E.L.K. to complete its system integration testing 11 
(SIT) on June 6, 2011.  E.L.K. then completed its qualification testing (QT) July 11, 2011 12 
and cut-over into production on July 25, 2011. 13 

Transition to TOU Pricing 14 

In mid-2010, the Ontario Government articulated an expectation that 1 million RPP 15 
customers would be billed using TOU pricing by the summer of 2011, rising to 3.6 million 16 
customers by June 2012.  On June 24, 2011, the Ontario Energy Board issued a proposed 17 
determination regarding mandated time-of-use pricing for regulated price plan customers 18 
(Board File No. EB-2011-0218), suggesting that distributor-specific TOU dates would be 19 
the most appropriate approach, as it allows for the deadline to logically follow MDM/R 20 
enrolment activities.  E.L.K.`s TOU mandated date was September 2011, which was 21 
successfully met without delay. 22 

Web Presentment 23 

The Ministry of Energy and Infrastructure has indicated that electricity customers should 24 
ideally have web access to their consumption data with which to make informed decisions 25 
about future usage as part of a utility’s rollout of TOU pricing.   Accordingly, the SME 26 
Transition Committee formally requested a proposal from an established web presentment 27 
service provider, Whitecap Canada Inc., as they are already providing an effective solution 28 
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to several LDCs in Ontario.  E.L.K. has continued to explore the area of web presentment 1 
to assist  our customers.  Currently, E.L.K. has inquired into a Harris (current CIS vendor) 2 
solution called Customer Connect/Home Connect as well as the Whitecap (My Hydro Eye) 3 
solution.  E.L.K. will continue to study both of these products to determine which is the 4 
best fit for E.L.K. and is looking at implementation for 2013. 5 

Consumer Education Plan 6 

E.L.K. leveraged the significant development efforts undertaken by the Ministry of Energy 7 
to support LDC-specific communications tools and resources related to Time-of-Use 8 
(TOU) roll-out to electricity customers.  E.L.K. notified all affected customers that their 9 
Smart Meters had arrived through a door insert.  As well, a detailed two page bill insert 10 
was mailed to all customers explaining in detail when TOU pricing would begin and many 11 
more Smart Meter details.  Since E.L.K.`s implementation of Smart Meters, E.L.K. has 12 
completely redesigned its corporate website in 2012 with a more complete and up-to-date 13 
section on Smart Meters and TOU pricing including many friendly consumer features such 14 
as a link to 10 Smart Meter lane that allows a consumer the ability to track costs of various 15 
household items at different times during the day. 16 
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SMART METER DISPOSITION RIDER FOR COST RECOVERY  1 

Smart Meter Costs 2 

In this Application, E.L.K. is seeking a smart meter disposition related to the 10,802 smart 3 
meters installed in the E.L.K. service area primarily in 2010 and 2011.  4 

Table 9-8 below provides a summary of the actual and forecast costs up to 2012 5 
associated with smart meters. The actual costs are taken from E.L.K.’s financial records. 6 
The December 31, 2011 balances in the smart meter deferral accounts have been audited 7 
by E.L.K.’s external auditors. The cost data in Table 9-8 was used by E.L.K. in the model 8 
provided by the Board to determine the smart meter cost recovery amount. A “live” version 9 
of the Smart Meter Cost Recovery Model has been provided as part of this application 10 

E.L.K. did not incur any costs for functionality beyond the minimum functionality adopted in 11 
O.Reg. 425/06. E.L.K. does not have a billing MDM/R system and uses only the Smart 12 
Meter Entity MDM/R system for billing Time of Use customers.  13 
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Table 9-8 1 

Summary of Smart Meter Costs 2 

2009 2010 2011
2012 and 

later Total
Actual Actual Actual Forecast

Total Number of Smart Meter Installations -         9,482          1,226       94          10,802        

Capital Costs

1.1  ADVANCED METERING COMMUNICATION DEVICE (AMCD)
1.1.1  Smart Meters (may include new meters and modules, etc.) -$       911,178$    171,915$ -$       1,083,093$ 

1.1.2  Installation Costs (may include socket kits, labour, vehicle, benefits, etc.) -$       184,150$    73,280$   7,642$   265,072$    

1.1.3b  Workforce Automation Software 
(may include fieldwork handhelds, barcode hardware, etc.) -$       25,919$      -$         -$       25,919$      

Total Advanced Metering Communications Devices (AMCD) -$       1,121,247$ 245,195$ 7,642$   1,374,084$ 

1.2  ADVANCED METERING REGIONAL COLLECTOR (AMRC)  (includes LAN)
1.2.1  Collectors -$       132,569$    -$         -$       132,569$    

1.2.2  Repeaters (may include radio licence, etc.) -$       25,544$      -$         -$       25,544$      

1.2.3  Installation (may include meter seals and rings, 
collector computer hardware, etc.) -$       4,610$        5,149$     5,500$   15,259$      

Total Advanced Metering Regional Collector (AMRC)  (Includes LAN) -$       162,723$    5,149$     5,500$   173,372$    

1.5 OTHER AMI CAPITAL COSTS RELATED TO MINIMUM FUNCTIONALITY
1.5.2  AMI Interface to CIS -$       -$            53,455$   1,800$   55,255$      

1.5.3  Professional Fees 11,489$ -$            -$         -$       11,489$      

1.5.5  Program Management -$       -$            865$        1,000$   1,865$        

Total Other AMI Capital Costs Related to Minimum Functionality 11,489$ -$            54,320$   2,800$   68,609$      

Total Smart Meter Capital Costs 11,489$ 1,283,970$ 304,664$ 15,942$ 1,616,065$ 

Capital Cost Per Meter 149.61$      

OM&A Expenses
2.1  ADVANCED METERING COMMUNICATION DEVICE (AMCD)

2.1.1  Maintenance (may include meter reverification costs, etc.) -         940             1,615       2,000     4,555          

2.1.2  Other (Sensus Monthly) -         14,226        20,680     24,461   59,367        

Total Incremental AMCD OM&A Costs -         15,166        22,295     26,461   63,922        

2.5 OTHER AMI OM & A COSTS RELATED TO MINIMUM FUNCTIONALITY
2.5.2  Customer Communication (may include project communication, etc.) -$       1,053$        -$         -$       1,053$        

2.5.5  Administration Costs -$       2,916$        24,074$   25,602$ 52,592$      

Total Other AMI OM&A Costs Related to Minimum Functionality -$       3,969$        24,074$   25,602$ 53,645$      

Total Smart Meter OM&A Costs -$       19,135$      46,369$   52,064$ 117,568$    

OM&A Costs Per Meter 10.88$         3 

Variance analysis comparing actual costs to previously approved costs 4 
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The table below provides a comparison between the forecast costs used to support a 1 
utility specific smart meter funding adder of $1.45 per metered customer and the actual 2 
costs for the same time period.  E.L.K. received approval in the 2011 Decision and Order 3 
(EB-2010-0126) for the smart meter funding adder of $1.45. The variance amounts are 4 
quite small and are simply the difference between forecast and actual values. 5 

Table 9-9 6 
Variance Analysis of 2010 Smart Meter Costs 7 

Forecasted Amount Actual Amounts
Description Amount Amount Variance

2010 2010
Total Capital Costs 1,319,819$                   1,283,970$           (35,849)$       
Total OM & A Costs 23,700$                         19,135$                 (4,565)$          
Total 1,343,519$                   1,303,105$           (40,414)$         8 

Smart Meter Rate Rider 9 

E.L.K.  is requesting a Smart Meter Disposition Rate Rider (per metered customer per 10 
month) of ($0.94) for one year (October 1, 2012 to September 30, 2013) for Residential 11 
customers and a Smart Meter Disposition Rate Rider (per metered customer per month) of 12 
$0.95 for one year (October 1, 2012 to September 30, 2013) for General Service <50kW 13 
customers.  14 

E.L.K. has completed the Smart Meter Model provided by the Board and have been 15 
provided in a ‘live’ Excel format under file name ELK_2012_Smart_Meter_Model. The 16 
model provides the calculation of the Revenue Requirement as a result of the costs 17 
incurred by E.L.K. This model provides for the Smart Meter Disposition Rider Rate Rider 18 
based on all metered customers. E.L.K. submits the following calculation of the Smart 19 
Meter Disposition Rider Rate Rider by rate class. It is E.L.K.’s understanding the allocation 20 
method used to calculate the rate class riders has been used by other distributors in 21 
approved smart meter disposition rate rider applications. The following outlines how the 22 
smart meter costs have been allocated to rate class to determine the Smart Meter 23 
Disposition Rider Rate Rider by rate class. 24 
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• Allocation of the return (deemed interest plus return on equity) and amortization 1 
based on a CWMC (i.e. Customer Weighted Meter Cost) that reflects the average 2 
actual cost of installing smart meters for the Residential and General Service 3 
<50kW classes. The average E.L.K. cost of installing a smart meter for the 4 
Residential class is $77.13 and $150.77 for the GS < 50 kW class. 5 

• Allocate the OM&A based on the number of meters installed for each class 6 

• Allocate PILs based on the revenue requirement allocated to each class before 7 
PILs 8 

• Allocate revenues from the Smart Meter Funding Adder based on the number of 9 
meters installed for each class 10 

In order to determine the Smart Meter Disposition Rider Rate Rider by rate class divide 11 
the result of the above allocation method by 12 and then by the number of forecasted 12 
2012 customers for the Residential and GS < 50 kW rates classes. Table 9-10 provides 13 
the resulting Smart Meter Disposition Rider Rate Rider by rate class. A “live” Excel version 14 
of this calculation has been provided with application under file name ELK_Smart_Meter 15 
Rate_Rider_by_Class. 16 
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Table 9-10 1 
 2 

Total Residential GS < 50
  ELK Smart Meter Unit Cost 77.13$        150.77$      
    Total number of meters installed 10,802        9,834          968             
    Smart Meter Cost 904,482$    758,541$    145,941$    
    Allocaiton of Smart Meter Costs 100.00% 83.86% 16.14%
    Allocation of Number of meters installed 100.00% 91.04% 8.96%

    Total Return (deemed interest plus 
     return on equity) 158,840$    133,211$    25,629$      
    Amortization 145,651$    122,150$    23,501$      
    OM&A 65,504$      59,634$      5,870$        
    Total Before PILs 369,995$    314,995$    55,001$      
    PILs 13,750$      11,706$      2,044$        
    Carry Charge - Amort and OM&A 2,290$        1,972$        319$           
    Total Revenue Requirement 386,036$    328,672$    57,363$      

Smart Meter Rate Adder Revenues ($471,572) ($429,313) ($42,259)
Total Carrying Charge ($14,168) ($12,899) ($1,270)
Smart Meter True-up ($99,705) ($113,540) $13,834

Metered Customers 11,238        10,023        1,214          

Rate Rider to Recover Smart Meter Costs  ($0.74) ($0.94) $0.95

Smart Meter Actual Cost Recovery Rate Rider - SMDR
Calculated by Rate Class

 3 
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Stranded Meter Costs 1 

E.L.K. is also seeking disposition of its stranded meter costs. The net book value of the 2 
stranded conventional meters at December 31, 2011 was $299,445. Proceeds on the 3 
scrapped meters are captured in account 1555 as an offset to the stranded meter costs in 4 
the deferral account, in accordance with the Board’s Guideline 2008-0002 and the Board’s 5 
January 16, 2007 letter to distributors on stranded meter costs related to the installation of 6 
smart meters.  Only the net book value of the stranded meters will be allowed for recovery.  7 
Accordingly, the stranded meter costs for recovery purposes will comprise the gross costs 8 
of the stranded meters, less any capital contributions, less the accumulated depreciation 9 
and less any proceeds from the disposition of the meters. The January 16, 2007 letter 10 
indicated that the distributor must have owned stranded meters prior to January 1, 2006 in 11 
order to record stranded meter costs in sub-account Stranded Meter Costs of Account 12 
1555. Table 9-11 below provides how E.L.K. calculated its stranded meter costs. 13 

Table 9-11 14 

 15 
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E.L.K. is proposing to recover the stranded meter costs over a one year period beginning 1 
October 1, 2012. The proposed stranded meter rider is $2.22 per month per Residential 2 
and GS < 50 kW customers and is calculated as $299,445 divided by 12 divided 11,238 3 
the 2012 number of customers for the Residential and GS < 50 kW rates classes. 4 

Conclusion 5 

E.L.K. respectfully submits that the costs necessary to fulfill its obligations under the 6 
provincially mandated Smart Meter initiative have been prudently incurred in accordance 7 
with Board guidelines; the proposed riders are just and reasonable and it is appropriate 8 
that the Board approve the proposed disposition rider at this time, for implementation 9 
effective October 1, 2012. 10 
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APPENDIX 9-A 

1562 Summary Continuity Schedule and Supporting Calculations  
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APPENDIX 9-B 
Calculation of Collected PILs  
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