London Hydro Inc.
EB-2012-0146/EB-2012-0380

Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts
February 4, 2013

London Hydro Inc.

2013 Cost of Service Rate Application (EB-2012-0146/ EB- 2012-
0380) Response to Interrogatories

Deferral and Variance Accounts (Exhibit 9)

Board Staff Interrogatories Questions:

Question OEB 42

Reference: EB-2012-0380 “Application for Disposition RSVA Group 1 Accounts” (pre-filed
evidence filed September 25, 2012) p. 10.

a) Has London Hydro’s external auditor reviewed the adjustments made to Account 1588 in
June 2012, namely the $3.8 million debit to Account 1588 sub-account GA and the $3.8
million credit to the control account of Account 1588.

b) If yes to part a), what were the results of the review? Please file with the Board any
documentation that has been provided by the external auditors.

c) |Ifyesto part a), how is the external auditor planning to account for the error in the
London Hydro 2012 audited financial statements? Please explain.

d) If no to part a), why was no review undertaken? Please explain.

Response OEB 42

a) No, our external auditors have not reviewed the adjustment requiring a $3.8 million dollar
credit and debit to account 1588 although the adjustments have been discussed with the
auditors.

b) Not applicable
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¢) Not applicable

d) The adjustment was discussed with our external auditor and cause and impact of the
adjustment was communicated. As the adjustment is simply a classification difference of
a liability it was determined that a review will be undertaken during the 2012 audit and the
2011 amounts will be reclassified with the appropriate note disclosure included within the
financial statements.

Question OEB 43

Reference: DVA Continuity Schedules; EB 2008-0235, p. 48

The Board “Finding” in the Board Decision EB 2008-0235 specified the DVAs to be disposed
effective May 1, 2009.

Board staff noted that the amounts approved for disposition in EB 2008-0235, p. 48, do not
match with the amounts in 2009 DVA Continuity Schedule under columns “Board-Approved
Disposition During 2009” for principal and “Board-Approved Disposition During 2009” for

interest.

a) Please confirm if London Hydro reflected the disposition of the approved DVA balances
in the DVA Continuity Schedule provided in this application.

b) If the answer to part a is “no”, please update the “Board Approved Disposition During
2009” columns for both the principal and interest and reflect the revised DVA balances
from 2009 onwards, re-file DVA Continuity Schedule including Account 1595 as per EB
2008-0235 and update all other related evidence.

Response OEB 43

a) Yes, London Hydro confirms it reflected the disposition of the final approved DVA
balances in the DVA Continuity Schedule. The last disposition of the RSVA balances
were approved with the 2012 IRM application (EB-2012-0181), and therefore
reflected under Board Approved Disposition for that year. The 2009 disposition

balances were not separately reflected in the DVA Continuity Schedule under “Board
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Approved Disposition”, instead they were summarized under the current year

transactions.

Please refer to part b) for the revised DVA Continuity Schedule.

The DVA Continuity Schedules EB-2008-0235 p. 48 reflected the DVA balances with
carrying charges up to April 30, 2009. The actual implementation date of the 2009
rates and rate riders is October 1, 2009 with effective date of May 1, 2009.

The Board directed London Hydro to include updated documentation in its Draft Rate
Order which shows the account balances at December 31, 2008, the interest calculated
from January 1 to September 30, 2009, the allocation of each account to each rate class,
and the monthly amount to be refunded including confirmation of the length of the

disposition period.

Please refer to Table: Final Deferral and Variance Accounts for final disposition

amounts, which are also reflected in the DVA Continuity Schedule.

Board Findings London Hydro Inc. EB-2008-0235 Decision and Order, dated August 21,
2009. (Page 49)

Board Findings

While the Board has announced an initiative to consider on a generic basis certain of the deferral
and variance accounts, that process is still in the early stages. The RSVA balances are large and
the Board finds that these amounts should be disposed of at this time. A rebasing application is
an appropriate time at which to consider disposition of each account. The Board finds it
appropriate to dispose of all the accounts, except the two PILS accounts (which are subject to a
review in a separate proceeding), account 1590 (which the Board has typically not disposed of
until the final balance can be verified), and the smart meter and CDM tracking accounts (which
will be reviewed at a later date).

The Board finds that the balances at December 31, 2008 shall be disposed of, plus projected
interest to the effective date of the 2009 distribution rates.

The Board finds that a period from the implementation date through to April 30, 2011 is
appropriate.

The Board directs London to include updated documentation in its Draft Rate Order which shows
the account balances at December 31, 2008, the interest calculated from January 1 to September
30, 2009, the allocation of each account to each rate class, and the monthly amount to be
refunded including confirmation of the length of the disposition period.
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Principal 2009 Interest
Balance Dec Interest to Dec Jan 1to Mar 31 2009 Interest Apr 2009 Interest July  Forecast Balance

Deferral and Variance Accounts Account 31/08 31/08 Total Balance Dec 31/08 2.45% 1to June 301.0% 1to Sept 30 .55% Sept 30/09
RSVA - Wholesale Market Service Charges 1580 $ (8,012,410) $ (351,865) $ (8,364,275) $ (48,404) $ (19,976) $ (11,108) $ (8,443,762)
RSVA - One-time Wholesale Market Service 1582 $ 302,950 $ 53,791 $ 356,741 $ 1,830 $ 755 $ 420 $ 359,746
RSVA - Retail Transmission Netw ork Charges 1584 $ 299,995 $ 202,411 $ 502,406 $ 1,812 $ 748 $ 416 $ 505,382
RSVA - Retail Transmission Connection Charges 1586 $ (1,042,852) $ (59,601) $ (1,102,453) $ (6,300) $ (2,600) $ (1,446) $ (1,112,799)
RSVA - Pow er - excluding Global Adjustment sub account 1588 $  (2,491,900) $ (523,489) $ (3,015,389) $ (15,054) $ (6,213) $ (3,455) $ (3,040,110)
RSVA - Pow er - Global Adjustment sub account 1588 $ 2,002,932 $ (20,903) $ 1,982,029 $ 12,100 $ 4,994 $ 2,777 % 2,001,899
Other Regulatory Assets - Sub-account OEB Cost Assessments 1508 $ 392,670 $ 66,230 $ 458,900 $ 2372 % 979 $ 544 $ 462,795
Other Regulatory Assets - Sub-account Pension Contributions 1508 $ 1,491,745 $ 208,537 $ 1,700,282 $ 9,012 $ 3,719 $ 2,068 $ 1,715,081
Retail Cost Variance Account - Retail 1518 $ (173,238) $ (11,254) $ (184,492) $ (1,047) $ (432) $ (240) $ (186,211)
Retail Cost Variance Account - STR 1548 $ 113,999 $ 15,632 $ 129,631 $ 689 $ 284 $ 158 $ 130,762
Miscellaneous Deferred Debits - Payments to Customers 1525 $ 30,810 $ - $ 30,810 $ - $ - $ - $ 30,810
Low Voltage Variance Account 1550 $ 10,253 $ 520 $ 10,773 $ 62 $ 26 $ 14 $ 10,875

$  (7,075,046) $ (419,992) $ (7,495,038) $ (42,927) $ (17,716) $ (9,851) $ (7,565,532)

Page 4 of 76



London Hydro Inc.
EB-2012-0146/EB-2012-0380

Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts
February 4, 2013

EB-2008-0235 p. 48 reflects DVA balances including forecasted transactions and projected interest to April 30, 2009.
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SHEET 1- y Assets -C
NAME OF UTILITY London Inc
Application |0 NUMBER EB-200X-X000(
Date [
Account
Number
Account Desaription
Oher Regquistary Assets - Sub-Account - OEB Cost Assessments 1508
Other Regulatary Assets - Sub-Account - Pension Contributans 1508
Other Regulatory Assets - Sub-Account - Bl 210 Cheque lesuance Costs 1508
Ofher Reguiatory Assets - Sub-Account - Other * 1508
Ofher Regulsiay Assets - Sub-Account - Other * 1508
Retall Cost Vanance Account - Retal 1518
Mac. Defered Debits 1525
Retall Cost Variance Account - §TR 1548
Qualfying Transiion Coste * 1570
Pre-Market Opening Energy Vasances Total * 157
Extra-Ordinary Event Costs 1572
Deferrad Rate Impact Amounts 1574
RSVA — One-tme Whiiesale Manket Service 1562
Other Defemed Credits 2428
Sub-Total
‘Smart Mster Capital and Recovery Offset 1555
Smart Meter Cperagtion, Maintenance and Adminstration 15855
Defemed Payments in Lieuof Taes 1562
Defemed PiLs Contra Account * 1563
COM Expenditrues and Recovenes 1585
COM Conra Account 1566
Recovery of Regulstory Asset Salances 1500
2006 PlLs & Taes Vanance 1582
No sub-total
Low \aitage: Veriance Account 1850
RSVA - Whnolesale Market Senace Charge 1580
REVA - One Time Charges 1562
REVA - Retel Transmission Network Charge 1584
REVA - Retald Transmission Cannection Charge 1586
REVA - Power (induding Globa Adustment) 1588
RSVA - Power - Sub-Acoount - Giobal Agpustment 1586
Sub-Total
Footnoies

Projected Interest on

Dec 31 <07 balance

from Jan 1, 2008 1o

B o B

o

o

Dec 31, 2008 7

Average Interest 03 Average Interest 1
Board Rate Days Annual Board fa Days Annual
al-08 00514 El 0ot28 a -09 s a0 00184
Q2-08 00413 st o104 Aprrd a0t a0 a0ms
03-08 0015 @ 00084 120
Qd-08 0035 @ 00084
Weighted Average Rate .29'& 2.09%
e Projected Interest from
P;pmu Interest on Projected nterest from K ol 30,
ec 31 -07 balance T T dan, 200810 Dec3t, 00T 0 R Balance
from Jan 1, 200010 Transactions. Excluding Interest  Excluding Interest from 2008 on Forecasted 1 Mm;:’ d
Mgl 30, 2008 ° from Jan1, 2006t Jan 1, 2008 1o Aprl 30, Transx for 2008 "'"“m an
Dec 31, 2008 2008
15668 § 2695 (§ 461547 $ - 3 461647
50521 § 1023 § 1710720 § - % - % - % - 5 1,7110720

- o B - B - § -

- s - s - B - H -

- % - 8 - % = 5 =
{5588) § (o61) § (151,636) § (33,236) § {125600) § (604) § 88 § (198.252)

- % - % 30810 § - 8 - % - 3 -8 30810

3500 § 617 | § 10588 $ 24034 § 9844 5 502 § 6 § 140,300

- 8 - 8 - % = $ =

- o S - B - $ -

- s -8 -3 - ] -

= o -8 - B = § -

- s -8 -3 - ] -

- s - - s - § -
73102 § 1250 § 2157305 § 0.202) § (2756) § (92) § 19§ 214522
(17.240) $ (2,965) § {457.612) § (464,798) $ (167,088) $ (8,100) $ (4218) § 1,122012)

1503 § 25 § 40514 § 106552 § 235888 § 1051 § 1566 § 385560
4888 % 858 § 67302 § - 3 - % - % - 8 673,052

- s -8 - ] -

s s s - 8 - % - 0% -8 (U}

] -8 - ] -
14782 § - 8 3283480 (2508,880) § - 5 - % - 8 684,580
5192) § (883) § (143,121 - % - % - % - = (143,12m)

240 § a1 8 6525 § 4227 § E I o s 2% 11,192

(243760) $ 41,92) § (B462.160) § (1.850,000) § 80000 § (44835) § (14257) § 8,201252)
12088 2078 § a8 § -8 -5 (2481) § -8 356,380
w417 § 13,003 § 2185403 § (1668,545) § (280,000) § 1275 § (15879) § 204454
(1122 § (183 § (63,102) $ (1032,424) § (200000) § (6884) § (0827) § (1,312.347)
(52188) § (8977) § (1783785) § 818005 § 300000 § (87031) § 8p13 § (722.788)
3530 5 6082 § 867,7H § 1074888 % - % /31§ BESE § 1,889,631

(208624) § (35.884) § (5758239) § (3725747) § (99650) 5 (139889) § (30848) § 9.754.361)
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b) Response:

London Hydro Inc.
EB-2012-0146/EB-2012-0380

Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts
February 4, 2013

Revised Schedule for Year 2009 (including the RSVA power account and GA)

2009
Opening - Trnsactions Debit/ - ved Closing Opening Board - fiustments  Closing Interest
. Account | Principal (Credit) during2009 - PPOVC Adjustments during  Principal Interest  Interestandto  Approved |
Account Descriptions Number | Amountsasof  excludinginterestand PN e ot Bulanceasof Amowmsasof  Decdl49  Disposon By Amounsasof
N 2009 : other Dec31-09

Jan-109 adjustments Dec31-09 Jan-1-09 during 2009
Group 1 Accounts
LV Variance Account 1550 |$ $ -8 $ -
RSVA - Wholesale Market Service Charge 1580 [$ $ 8,651,588 -$ 8,012,410 $ 639178 § - 433975 § 431,352 $ 2,623
RSVA - Retail Transmission Network Charge 1584 |$ $ 639,090 $ 299,995 $ 339,005 $ $ 205492 $ 205386 $ 106
RSVA- Retail Transmission Connection Charge 1586 [$ -$ 1,482,860 -$ 1,042,852 -$ 440008 $ -$ 71,805 -$ 69,947 $ 1858
RSVA - Power (excluding Global Adjustment) 1588 |$ $ 4131073 -$ 2,491,900 $ 1639173 § $ 590225 -§ 548210 $ 42,015
RSVA - Power - Sub-account - Global Adjustment 1588 [$ $ 3148937 $ 2,002,932 $ 1146005 $ $ 12538 -$ 1,033 $ 11,505
Recovery of Regulatory Asset Balances 1590 ($ $ -8 $ -
Disposition and Recovery/Refund of Regulatory Balances (2008)" 159 [$ $ -8 $ -
Disposition and Recovery/Refund of Regulatory Balances (2009)" 1595 |'$ $ 6,449,923 $ 6449923 $ $ 500,135 $ 500135
Disposition and Recovery/Refund of Regulatory Balances (2010)" 1595 |$ $ $ $
Group 1 Sub-Total (including Account 1588 - Global Adjustment) $ $ 16,927,417 -§ 9244235 § $ 7683182 $ - -$ 1403186 -$ 845156 $ 558,030
Group 1 Sub-Total (excluding Account 1588 - Global Adjustment) $ $ 20076354 -$ 11,247,167 $ -$ 8829187 § -$ 1390648 -§ 844123 § R 546,525
RSVA - Power - Sub-account - Global Adjustment 1588 [$ $ 3148937 $ 2,002932 $ $ 1146005 $ $ 12,538 -$ 1033 § $ 11,505
Group 2 Accounts
Other Regulatory Assets - Sub-Account - OEB Cost Assessments 1508 [$ $ $ $
Other Regulatory Assets - Sub-Account - Pension Contributions 1508 |$ $ -8 $ -
Other Regulatory Assets - Sub-Account - Deferred IFRS Transition Costs 1508 | $ $ 135,327 $ 135327 $ $ 2 $ 7
Other Regulatory Assets - Sub-Account - Incremental Capital Charges 1508 [$ $ -8 $
Other Regulatory Assets - Sub-Account - Financial Assistance Payment and Recovery
Variance - Ontario Clean Energy Benefit Act 1508 $ -8 $
Other Regulatory Assets - Sub-Account - Financial Assistance Payment and Recovery
Carrying Charges 1508 $ $ $
Other Regulatory Assets - Sub-Account - Other * 1508 [$ - $ -8 - $ -
Retail Cost Variance Account - Retail 1518 | 173238 -§ 39,087 -$ 173238 $ 39087 -8 11254 -§ 1847 -§ 12973 $ 128
Misc. Deferred Debits 152 |$ - $ -8 - $
Renewable Generation Connection Capital Deferral Account 1531 $ $ $
Renewable Generation Connection OM&A Deferral Account 1532 $ $ $
Renewable Generation Connection Funding Adder Deferral Account 1533 $ $ $
Smart Grid Capital Deferral Account 1534 $ $ $
Smart Grid OM&A Deferral Account 1535 $ $ $
Smart Grid Funding Adder Deferral Account 1536 $ - 8 - $ -
Retail Cost Variance Account - STR 1548 |$ 113999 § 30243 $ 113,999 $ 30243 8 15632 § 1230 $ 16,763 $ 99
Board-Approved CDM Variance Account 1567 $
Extra-Ordinary Event Costs 1572 [$ $ $ $
Deferred Rate Impact Amounts 1574 [$ $ $ $
RSVA- One-time 1582 |$ $ $ $
Other Deferred Credits 2425 |$ $ $ $
Group 2 Sub-Total -$ 59239 $ 126,483 -$ 59239 $ - § 126483 § 4378 -§ 545 $ 3790 $ $ 43
Deferred Payments in Lieu of Taxes 1562 | $ $ $ $
PILs and Tax Variance for 2006 and Subsequent Years 1502
(excludes sub-account and contra account below) -$ 130,133 $ 130133 -8 12,084 -$ 1471 $ 13555
PILs and Tax Variance for 2006 and Subsequent Years - Sub-Account HST/OVAT 1502
Input Tax Credits (ITCs) $ $ $ $
Total of Group 1and Group 2 Accounts (including 1562 and 1592) -5 1893712 § 16,800934 -$ 9,303474 $ - $ 7686832 $ 7,706 -$ 1405202 -$ 841366 $ $ 571542
Special Purpose Charge Assessment Variance Account® 1521
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Question OEB 44

References:
i. Exh 9, DVA Continuity Schedule Work Form

ii. Filing Requirements for Electricity Transmission & Distribution Applications, Chapter
2,S.2.12, p.51.

The 2013 Cost of Service filing requirements states:

“Interest rates applied to calculate the carrying charges for each regulatory
deferral and variance account. The applicant must provide the rates by month or

by quarter for each year. “

Please provide the interest rates used for each DVA account by month or by quarter for

each year as per 2013 COS filing requirements.

Response OEB 44

The interest on DVA balances is calculated using the Board’s prescribed rate for each quarter.

The quarterly Board Approved Prescribed Interest Rates for Deferral and Variance Accounts

used in calculation of carrying charges:
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Quarter

London Hydro Inc.
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Interest Rate

2009 QTR 1
2009 QTR 2
2009 QTR 3
2009 QTR 4
2010 QTR 1
2010 QTR 2
2010 QTR 3
2010 QTR 4
2011 QTR 1
2011 QTR 2
2011 QTR 3
2011 QTR 4
2012 QTR 1
2012 QTR 2
2012 QTR 3
2012 QTR 4
2013 QTR 1
2013 QTR 2

2.45%
1.00%
0.55%
0.55%
0.55%
0.55%
0.89%
1.20%
1.47%
1.47%
1.47%
1.47%
1.47%
1.47%
1.47%
1.47%
1.47%
1.47%

February 4, 2013

The forecasted interest on December 31, 2011 principal balances of the DVA accounts is

calculated using the current Board’s prescribed rate of 1.47% for the period of January 1, 2012 to

April 30, 2013.

References: page 9-1 Line 10-12, and page 15 Table 9-3 — Deferral and Variance Accounts

Submitted for Recovery with this Application.

Question OEB 45

References: Exh 9, pp. 4 and 15, Table 9-3, ‘DVAs Submitted for Recovery with this Application’;

Appendix 2-U

’

Account 1508, Other Regulatory Assets-Sub Account Deferred IFRS Transition Costs is being
used by London Hydro to record incremental one-time costs associated with the transition to
IFRS during the period March 2009 to December 2011.

In addition, London Hydro is requesting disposition of Account 1508, Other Regulatory Assets-
Sub Account Deferred IFRS Transition Costs account balance of $362,490 in Table 9-3. London
Hydro stated that this account will continue until such time as transition to IFRS is complete for
January 1, 2013, Since IFRS is not fully implemented, additional costs will be incurred.
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a) Please confirm that the $362,490 costs are incremental costs and not included in the
2013 OM&A expenses for the test year.

b) Please state the percentage of completion of the IFRS Transition Costs relating to the
$362,490.

€) As London Hydro expects that the DVA 1508 sub account above will continue when the
transition to IFRS is complete, please identify the projected additional IFRS related
activities and incremental costs to completion using the format in Appendix 2-U.

Response OEB 45:

a) London Hydro confirms that the $362,490 costs are incremental costs and not included

in the 2013 OM&A expenses for the test year.

The amount of $362,490 is the amount being requested for disposition of Account 1508,

Other Regulatory Assets-Sub Account Deferred IFRS Transition Costs account.

The amount $362,490 (Account 1508, Other Regulatory Assets-Sub Account Deferred
IFRS Transition Costs) as reflected in Table 9-3: Deferral and Variance Accounts
Submitted for Recovery with this Application in Exhibit 9, page 15, composes of deferred
costs from 2009 through to 2011 for IFRS Transition Costs. The annual amounts that

compose this account balance are reflected below:

Page 10 of 76



London Hydro Inc.
EB-2012-0146/EB-2012-0380

Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts
February 4, 2013

Carrying
Year Principle Charges
2009 * $ 135,327
2010 * $ 139,434
2011 * $ 74,263 $ 6,650 *

$ 349,024 $ 6,650

January 1, 2012 to April 30, 2013 $ 6,817

Total for Recovery $ 362,490

* Audited Figures

b) London Hydro estimates that the IFRS Transition Costs totalling to the $362,490 would
be 80 percent of the anticipated costs.

c) As Reflected in a copy of Appendix 2-U: One Time Incremental IFRS Transition Costs the
total that London Hydro is seeking for recovery in this Application of Account 1508, Other
Regulatory Assets-Sub Account Deferred IFRS Transition Costs is $ 362,490 (of which
$355,673.38 applied to costs and carrying charges up to December 31, 2011, and these
figures have been audited) . The total amount being applied for includes incremental
costs not included in OM&A, and carrying charges up to April 30, 2013. Amounts
approved as per Board Decision EB-2008-2035 (London Hydro Cost of Service rate
application) amount of $25,000 per year for 2009, 2010, and 2011 have been deducted
from the Account 1508, Other Regulatory Assets-Sub Account Deferred IFRS Transition
Costs.

Further reflected in the Appendix 2-U is actual incremental costs incurred in 2012 in the
total amount of $37,940 and applied to Account 1508, Other Regulatory Assets-Sub
Account Deferred IFRS Transition Costs. Offsetting this amount is the $25,000 as
approved per Board Decision EB-2008-2035 (London Hydro Cost of Service rate

application). Carrying charges of $5,217 were also recorded for 2012. These figures
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have not been audited, although are expected to be audited before the conclusion of this

Application proceedings.

Projected Test Year 2013 incremental costs associated with Account 1508, Other
Regulatory Assets-Sub Account Deferred IFRS Transition Costs total $65,000 ($50,000
for professional accounting services and $15,000 for required IFRS pension actuarial

review). These costs have not been included in 2013 OM&A costs.
Total amount projected to be included in Account 1508, Other Regulatory Assets-Sub

Account Deferred IFRS Transition Costs as at December 31, 2013 is $444,048, with
carrying charges only calculated to December 31, 2012, as identified in Appendix 2-U.
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N-Juy 27,2012 0nDec 19,2012
Aonendix 2 One Time Incremental IFRS Transton Costs detals - for 201308
Aonual 2012 Bi Annual 2013 T
Wl maADD Al el "“aYSa[ L "“aYEZf ® maneas
AualAted  AcvalAudied  ActallAudied  AcullAucied Kl Pojecied Projcied
Norncremental expenses - recovered hrough current rtes
Aot e chosonadoer e Sk L0 oy pon) gy (g G0 A1) (o)
EB00602%5
Icremenal Consuling
KPNG -{rofessionel acoouning fees:
Suijecnesinfun Cain GHPOIRS Rk URIN B0R50 0Tgas Boon JUBGAR) 0000 1900525
SyiaxSystems - Systm upgrades, changes where FRS s te mejorreason o changes:
JOE Consutadion FRS assessmentwarkshop,eport  Contact# 16192 It B8 Bimd B L
JOE Cnsutadon FRS Enteprisene Prject Contaet 16221 1644980 55800 1700480 1700480 1100480
JDE Development- Programming Contiact 2 16313 104650 104650 104650 104650
ErteriseOne Platom Nigaion - SunOrace o
ViNRedHatrade e Conta 1633 HAWO A T Sl K
Trai!and rlaed expenses 157848 {4466 157814 157814 1B
320408 656599 (0034 1045369 10445369 10445369
Kinectics e Estmng the usefl e ofasefs report 300000 . 300000 30000 300000
Partipat LOC' shar of e Kinectics sudy (C1S Blings) (1600000) (16,00000) (16,00000) (1600000)
30000 (160000 2000 2000 23000
Wercerlig. FRS consufing - Pension acuarial 0 RS 1500000 1500000 185025 198502 1500000 05
TOTAL CONSULTING 12766658 19974 [ungy) sl 12902 18745644 850000 25464
Othr incremental onefme cost - Traning
6lFRS onln Subscripo senice 3865 3665 3069 3865
Risk Nnagement . Govemance Colegton 8% §325 8% 8%
Trlring passpors 456000 496000 49000 456000
TOTAL TRANNG 3685 50305 5419 541190 541190
cremental abour
incemental Fnance sta 13 901%29 TLOTSL 16900643 16909543 16909543
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T
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Question OEB 46

References: Exh 9, pp. 11 and 15, Table 9-3; Accounting Procedures Handbook (“APH”), Article
490, p.4

Article 490 of the APH states:

Retalil Service Charges
“Retail services refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity as set out in the Retail Settlement Code (“RSC”).

The Board has reviewed practices in other industries and developed a set of estimates
for distributors to charge for retail services with the understanding that the actual costs for
providing these services may vary. Consequently, distributors are required to establish
variance accounts to record the difference between the rates, charges or fees
(collectively “approved rates”) and the actual costs of providing these services.

A distributor must establish at least two variance accounts for the purpose of recording
variances between reasonable costs incurred for the provision of retail services and the
rates for these services in their Board-approved rate order. These are:

i. Retail Cost Variance Account for Retail Services (RCVA, Retalil) , and

il. Retail Cost Variance Account for Service Transaction Requests (RCVA, STR).

London Hydro is requesting the disposition of the account balances of $85,391 credit for Account
1518 and $89,918 for Account 1548 in Table 9-3 or net of $4,527 recoverable from customers. In
addition, due to the insignificant net variance in the above two Retail Cost Variance Accounts
(1518 and 1548) London Hydro is requesting the discontinuance of the use of these variance
accounts.

London Hydro used Account 1518 to record the net of revenues derived from establishing Service
Agreements, distributor-consolidated billing, and the costs of entering into Service Agreements,
and related contract administration, monitoring, and other expenses necessary to maintain the
contract, as well as the incremental costs incurred to provide the services described above, and
the avoided cost credit arising from retailer consolidated billing. (emphasis added)

On the other hand, Account 1548 is being used to record the net of revenues derived, including
accruals, from the Service Transaction Request services and charged by the distributor, and the
incremental cost of labour, internal information system maintenance costs, and delivery costs
related to the provision of the services associated. (emphasis added)

a) Please explain why London Hydro wants to deviate from the APH guidelines under Article
490 for accounts 1518 and 1548 and requesting the discontinuance of the use of accounts
1518 and 15487

b) Are the costs charged under these two accounts incremental costs? If they are
incremental costs, please provide evidence to support this.

Page 14 of 76



London Hydro Inc.
EB-2012-0146/EB-2012-0380

Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts
February 4, 2013

RESPONSE OEB 46:

a) The net variance of the two variance accounts is insignificant. Ref. Exh. 9/p. 11

Table 9-2 — Retail Costs Variance Accounts Summary

Projected Interest Projected
Net Accruals / Carrying Ending Balances Jan 12 to Apr Balances as at
Retail Cost Variance Accounts Variances Charges at Dec. 31, 2011 30/13 - 1.47% Apr 30/13
1518 Retail Cost Variance Account - Retail $ (82,253) $ (1,531) $ (83,784) $ (1,607) $ (85,391)
1548 Retail Cost Variance Account - STR 86,736 1,488 88,224 1,694 89,918
$ 4483 $ (43) $ 4440 $ 88 $ 4,528

London Hydro would like to further respond to its request to deviate from the APH guidelines
under Article 490 for accounts 1518 and 1548 and the discontinuance of the use of these
accounts by referring to Board’s Decision RP-2004-0117, RP-2004-0118, RP-2004-0100, RP-
2004-0069, RP-2004-0064, dated December 9, 2004.

In the Decision, page 29, is the following:

“Board Findings

“4.0.12 APHA490 is more current and clearly supersedes the Rate Handbook reference.
However, given the relative insignificance of the balances in the RCVA accounts as revealed in
this proceeding, the Board will not require recording and filing of this information if a distributor
has not already done so. It is likely that the assessment of the reasonableness of the current
charges for future consideration can be accomplished through filings by the present Applicants
and by other distributors who plan to report balances in these deferral accounts. It may be that
these accounts will not be needed in the future.”

London Hydro requests consideration for the discontinuance of the RSVA accounts based on
Board Decision and that the balances in the RSVA accounts of London Hydro reflect relative
insignificance. In London’s review of the Decision, it appears the Board has indicated
insignificant RSVA balances permits a distributor to not be required to record or filing of this

information.
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b) London Hydro provides the following to demonstrate that Accounts 1518 and 1548
reflect incremental costs. The revenues and costs reflected in schedules are those for
quarter ending September 30, 2012 and for period January 1, 2012 to September 30,
2012.
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013

2.1.1 Retail Senices and Settlement Variances
Monitoring Requirements For RCVA per Chapter 11 of the Rates Handbook

REVENUES - Quarter September 30, 2012

. L Total R
Service Description Charge Per Unit *** | Number of Units Unit Measure °© a(creil\:te;nue
Section 1 - Service Agreements
Standard Charge $ 100.00 (0] One time Qharge Per | g -
retailer

Monthly Fixed Charge $ 20.00 60| Per month per retailer | $ (1,200.00)

Monthly Variable Charge $ 0.50 40,750 Per month per $ (20,375)
customer

Section 2 - Distributor Consolidated Billing
. - Per month per

Bill - ready billing $ 0.30 40,358 $ (12,107)
customer

Rate - ready billing - $ -

Section 3 -Retailer Consolidated Billing

Awoided Cost Credit $ (0.30) .| ~ Permonth per $ .

customer
Section 4 -Split Billing

Split Billing

TOTAL (Account 4082)| s (33,682)

Service Description Charge Per Unit *** Number of Units Unit Measure Tota(::':tz\?te;nue
Section 5 - Service Transaction Request
Request Fee $ 0.25 2,220(Per request $ (555)
Processing Fee $ 0.50 1,154 |Per request $ (577)
. . $2.00 plus any
Information delivery charge - other incremental delive _|Per request greater $ _
than EBT Yy than 2 requests
costs
Section 6 - Retailer Settlement Payment Default
Request Fee $ 0.25 - Per request $ -
Processing Fee $ 0.50 - Per request $ -
Section 7 - Other associated costs to be recovered - Please specify
$ -
$ -

TOTAL (Account 4084)( $ (1,132)

INCREMENTAL COSTS INCURRED

Cumulative Incremental Cost
For Qtr ending: September 30, For the Period from Jan 1 to
Accounts where 2012 September 30, 2012 Account
costs recorded - Balance to date
Retail Retail Services
Services STR Related $ Related $ STR Related $
Related $
5315 28,453.27 9,129.55 | $ 102,557 | $ 27,506 | $ 130,063
$ -
*** Charges per unit according to Chapter 11 of the Rate Handbook
Dana 17 nf 74
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Summary of Revenues $ Expenses

London Hydro Inc.

EB-2012-0146/EB-2012-0380
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Exhibit 9 — Deferral and Variance Accounts
February 4, 2013

Rate Monthly Expense Q3 - 2012 Exp Q3 - 2012 Rev Net
Retailer Charges 1518
Standard One Time Charge $ 100.00 $ - $ - $ -
Retailer Monthly Fixed Charge 20.00 175.00 525 (1,200)
Retailer Monthly Variable Charge 0.50 6,506.27 19,519 (20,375)
LDC Consolidated Billing Charge 0.30 2,326.10 6,978 (12,107)
Avoided cost credits (0.30) - - -
Plus inflation 2009 using CPI index 24.82 74
Plus inflation 2010 using CPI index 155.14 465
Plus inflation 2011 using CPI index 190.82 572
Plus inflation 2012 using CPI index 106.27 319
$ 9,484 $ 28,453 $ (33,682) $ (5,229)
STRCharges 1548
STR - Request Fees $ 025 $ 1,412.97 $ 4,239 $ (555)
STR - Processing Fees 0.50 1,412.97 $ 4,239 (577)
STR - Information Request Fee 2.00 $ - -
Plus inflation 2009 using CPI index 11.30 34
Plus inflation 2010 using CPI index 70.65 212
Plus inflation 2011 using CPI index 86.90 261
Plus inflation 2012 using CPI index 48.39 145
$ 3,043 $ 9,130 $ (1,132) $ 7,998
Totals $ 37,583 $ (34,814) $ 2,768
Retailer Charges
|Slandard One-Time Charge $100.00 per agreement per Retailer |

The Standard Charge is a one-time charge and is intended to recover the costs of entering into the senice agreement required
by the RSC

|Month|y Fixed Charge $20.00 per month per retailer |

The Monthly Fixed Charge is intended to recover the cost of contract administration, and monitoring prudential requirements

Contract Administration

Set up as a monthly “Regular Charge” in CIS

Charge applied to the Retailer's account on the 1°' of each month automatically by the system

Update Senice Agreement, Retailer Contact Information i.e. contacts, phone numbers, mailing address, etc.

Retailer Prudential
Request Retailer reports from Rakesh
Verify calculations by Retailer
Prepare Retailer Prudential spreadsheets
Create Retailer letter
E-mail and send by courier a copy of the Prudential package to each Retailer
Update Retailer database i.e. cash and or CIS i.e. letter of credit
Update Retailer Prudential tracking database
Finance alerted of all cash deposits
Finance calculates Prudential interest monthly
Finance updates Prudential interest spreadsheet
Collections follows up on all letters of credit i.e. expiry/renewals

Function Mthly Time - hours Rate Systems Involved Mthly Costs Annual Costs
Contract Administration 0.50 $ 30.00 CIS/Excel $ 15.00 $ 180.00
Prudential
Request Reports 0.00 30.00 Crystal - -
Verify Calculations 0.50 30.00 15.00 180.00
Prepare spreadsheets 0.50 30.00 15.00 180.00
Retailer letter 0.50 30.00 15.00 180.00
E-mail/Courier 0.50 30.00 15.00 180.00
Courier costs 12.04 per unit 30.00 Purolator 70.00 840.00
Update database 0.25 30.00 CIs 7.50 90.00
Update database 0.25 30.00 Excel 7.50 90.00
Calculate Interest 0.25 30.00 7.50 90.00
Update Interest spreadsheet 0.25 30.00 7.50 90.00
$ 175.00 $ 2,100.00
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|Avoided Cost Credit .30 per month per customer (credit) |

Under this option, a distributor shall not directly bill a customer and as a result, should be able to awoid certain costs (e.g.

mailing). Hence, an awided cost credit will be available to retailers against the monthly variable charge. Credit available to a
retailer

The costs awided should equal the incremental costs identified to provide the senices.
Thus total awided costs are estimated to the number of transactions awided times the average transaction cost.

Total transactions for the period

Awided cost per transaction $ 0.09
Total avoided cost $ -
Total credits given to retailers $ -
STR CHARGES
|Request Fee .25 per request |

This fee will apply once an STR is placed regardless of whether that STRs can be processed. It is intended to recover costs

incurred by a distributor for the initial screening process of an STR, as required under section 10.4 of the RSC. This fee will
apply to the requesting party.

STR Request Fees
Process transactions
Send acknowledgement i.e. Accept/Reject
Charges generated by the system and placed on the Retailer's A/R

Total Actual Costs Charged:

Function Mthly Time - hours Rate Systems Involved Mthly Costs Annual Costs
. ) development cost over
Processing transactions 5 years SPI/EBT/Workflow 1,412.97 16,955.64
Send acknowledgement 0.00 - CIS - -
$ 1,412.97 $ 16,955.64
|Processing Fee .50 per request processed |

This fee will apply to the requesting party if the request is processed. It is intended to recover the costs incurred to process the
transaction based on rules and procedures set out under Chapter 10 of the RSC.

The processing fee is applicable to the following senices:

A change in electricity supply for a customer from SSS to a retailer
A change in electricity supply for a customer from one retailer to another
A change in electricity supply for a consumer from a retailer to SSS

A change in a consumer’s metering or billing options for consumers currently served by a retailer
A change in customer location

STR Processing
Process transactions
Charges generated by the system and placed on the Retailer's A/R

Total Actual Costs Charged:

Function Mthly Time - hours Rate Systems Involved Mthly Costs Annual Costs
. . development cost over

Processing transactions 5 years SPI/EBT/Workflow 1,412.97 16,955.64

Send acknowledgement 0.00 -

$ 1,412.97 $ 16,955.64
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Question OEB 47

References
i. Guidelines for Electricity Distributor Conservation and Demand Management (EB-
2012-0003), Section 13: LRAM
ii. Chapter 2 of the Filing Requirements for Electricity Transmission and Distribution

Applications, Last Revised on June 28, 2012, Section 2.7.10: CDM Costs
iii. Exh 1, p. 33 and Exh 4, p. 135

London notes that it has elected not to file an LRAMVA claim with this application, but rather
defer its claim until its 2014 rate application.

As stated in Section 13.4 of the Board’s Guidelines for Electricity Distributor Conservation and
Demand Management, April 26, 2012 (EB-2012-0003) and section 2.7.10 — CDM Costs,
LRAMVA, Pages 36-37 of the Filing Requirements, at a minimum, distributors must apply for the
disposition of the balance in the LRAMVA as part of their COS applications.

Please provide the evidence supporting the disposition of your LRAMVA — Account 1568

balance as of December 31, 2011. Please ensure that the evidence comprises the elements

listed below.

i) Full LRAMVA calculations that are based on the final evaluation results for 2011

OPA-Contracted Province-Wide CDM Programs (“OPA Programs”). The
LRAMVA calculations are determined by calculating the energy savings by
customer class and valuing those energy savings using the distributor’s Board-
approved variable distribution charge appropriate to the class;

i) Separate tables for each rate class that shows the LRAMVA amounts requested
in association with the final evaluation results for 2011 OPA Programs;

iii) A statement that indicates the amount, if any, that London’s last approved load
forecast was adjusted to reflect forecasted CDM impacts in association with
London’s 2011-2014 CDM Targets;

iv) Calculations showing the variance, if any, between the CDM component related
to the 2011-2014 CDM Targets included in London’s last approved load forecast
and the final evaluation results for London’s 2011 OPA Programs;

V) A statement indicating that the distributor has relied on the most recent final
evaluation report from the OPA in support of its LRAMVA calculation;

Vi) A statement indicating that the distributor has used the most recent input
assumptions available at the time of the program evaluation when calculating its
LRAMVA amount;

vii) Applicable LRAMVA rate riders for all affected rate classes;
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Viii) A statement, and if applicable a table, that indicates if carrying charges are being
requested on the LRAMVA amount; and

iX) Documentation of the distributor’s final evaluation results for its 2011 OPA
Programs.

Response OEB 47

i) London Hydro has now received its OPA report on the final 2011 OPA CDM program
results, and is now able to proceed with applying for LRAM for 2011 OPA CDM

Programs.

Based on OPA’s report, contained in the submission as an excel file,
LondonHydro_Copy of 2011 Final_  Annual_ Report_  Data_ CDM_
OPAPrograms_20130108 calculations for determining LRAM have been made in
Appendix C: London Hydro 2013 LRAM for 2011 CDM Programs Recoveries Rate

Application. Included in this appendix are full LRAMVA calculations that are based
on the 2011 final evaluation results for 2011 OPA-Contracted Province-Wide CDM
Program report, using the energy savings by customer class and valuing those
energy savings using London Hydro’s Board-approved variable distribution charge

appropriate to the class.
The amount associated with 2011 OPA CDM Programs that the Applicant seeks to

recover through volumetric rate riders totals a LRAM amount of $176,092, including

carrying costs.
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ii) Separate tables for each rate class is provided in Appendix C: London Hydro 2013
LRAM for 2011 CDM Programs Recoveries Rate Application that show LRAM

amounts requested with the final evaluation results for 2011 OPA Programs.

The following reflects the results as indicated in Appendix C:

London Hydro Inc.
OPA CDM Program Load Impacts (2011)

2011 Data from OPA Verfied Results
see Tab 1- OPA CDM Savings

*London Hydro is not requesting LRAM /SSM for Programs in 2006, 2007, and 2008. Programs in 2009 were also not included

2011 2011 2012 2012 TOTAL TOTAL
NET GROSS NET GROSS NET GROSS
Year Program
Class/ Program Implimented |~ kWh Kw kWh Kw kWh Kw kWh Kw kWh Kw kWh Kw
RESIDENTIAL
Appliance Retirement 2011 1,002,610 167.0[ | 1,967,720 350.0 1,002,610 167.0 | 2,471,000 395.0] 2,005,220 33401 4,438,720 745.0)
Appliance Exchange 2011 15,910 12.0 30,871 24.0) 15,910 12.0] | 2,855,000 1,826.0 31,820, 240 2,885,871 1,850.0
HVAC Incentives 2011 1,901,868 1,0520] | 3173112 1,739.0 1,901,868 1,052.0] | 1,159,000 112.01 3,803,736 210401 4332112 1,851.0
Consentive Instant Coupon Booklet 2011 512,644 320 465,107 28,0 512,644 3201 1,159,000 112.0] 1,025,288 64.0] 1,624,107 140.0)
Bi-Annual Retailer Event 2011 802,521 40| | 734572 410 802,521 40| 1159000f 1120 1,605,042 20| 1893572 1530
Residential Total 4235553 1,309.0[ [ 637,382 21820 4,235,553 1,309.0| 8803000]  2557.0) 8471,106]  2,618.0] 15174382 47390
General Service < 50 kW
OPA Energy Retrofit Incentive Program (ERIP) 2010 797,576 1114( ] 1,329,017 187.6 797,576, 1114) 1,329,017 187.6] 1,595,151 2229 2,658,033 3752
High Performance New Construction® 2010 865,905 169.0 | 1,731,809 337.0 865,905, 169.0 | 1,731,809 337.0] 1,731,810 3380 3463618 674.0)
Efficiency Equipment Replacement 2011 493,355 % 657,805| 130 493,355, 9% 657,805| 129.6] 986,710 190.6] 1,315,610 259.1
Direct Install Lighting 2011 145,929 56.0 157,160, 52.0) 145,929 368.0[ [ 1,198,000] 52501 291,858 42401 1,355,160 577.0)
Demand Response 3 2011 19,012 485.0 19,012 642.0 0 0.0 0 0.0 19,012 485.0 19,012 642.0
Total General Service < 50 kW 2,321,717 917 | 3,894,802 1,348 2,302,765 744) | 4,916,630 1,179.2]  4,624,542] 1,660.4 8,811,433 2,521.4
General Service 50 kW to 4,999 kW
OPA Energy Retroft Incentive Program (ERIP) 2010 8,928,955  1247.6( | 14,878,502 2,100.4 8,928,955 1,247.6) | 14,878,502 2,1004) 17,857,911 2,495.1] 29,757,005 4,200.8
Efficiency Equipment Replacement 2011 5,523,172 1,066.7) | 7,364,206 1,450.4 5523172 1,066.7) | 7,364,206 1,450.41 11,046,344 2,1334) 14,728,412 2,900.9
Demand Response 3 2011 125454 2,131.0 125,454 2,536.0) 0 0.0 0 00] 125454 00 125454 0.0
Total General Service 50to 4,999 kW 14577581 44513 | 22,368,163 6,087 14,452,121 2,314] | 22,242,109 3,550.8) 29,029,708 4,628.6] 44,610,871 7,101.6)
Total Load Impacts from OPA programs 21,134,911 6,677) | 32,634,347 9,617 20,990,445 4,367] | 35,962,339 7,287| 42,125,356) 8,907| 68,596,686 14,368
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2011 2012 Total
Revenue
Year
Program Rate per Rate per

Class/ Program Implimented| Load Impact | kWh or kW Unit Revenue Load Impact|kWh or kW Unit Revenue

RESIDENTIAL

Appliance Retirement 2011 1,002,610 kWh $ 00142 ($ 14,237.06 1,002,610 kwh $ 0.0143 ($ 14,337.32| $ 28,574.39

Appliance Exchange 2011 15,910 kWh $ 0.0142 ($ 225.92 15,910 kwh $ 0.0143 | $ 227511$ 453.44

HVAC Incentives 2011 1,901,868 kWh $ 0.0142 | $ 27,006.53 1,901,868 kwWh $ 0.0143 | $ 27,196.71| $ 54,203.24

Conservative Instant Coupon Booklet 2011 512,644/ kWh $ 0.0142 | $ 7,279.54 512,644 kWh $ 0.0143 | $ 7,330.81 $ 14,610.35

Bi-Annual Retailer Event 2011 802,521 kwh $ 0.0142 | $ 11,395.80 802,521 kWh $ 0.0143 [ $ 11,476.05| $ 22,871.85

Residential Total 4,235,553 $ 60,144.85 4,235,553 $ 60,568.41|$  120,713.26

General Service < 50 kW

OPA Energy Retrofit Incentive Program (ERIP) 2010 797,576 kWh $ 0.0091 ( $ 7,257.94 797,576 kWh $ 0.0092 | $ 7,337.69 | $ 14,595.63

High Performance New Construction* 2010 865,905 kwh $ 0.0091 | $ 7,879.74 865,905 kWh $ 0.0092 | $ 7,966.33 | $ 15,846.06

Efficiency Equipment Replacement 2011 493,355 kwh $ 0.0091 | $ 4,489.53 493,355 kWh $ 0.0092 | $ 4,538.87 | $ 9,028.40

Direct Install Lighting 2011 145,929 kwh $ 0.0091 | $ 1,327.95 145,929 kWh $ 0.0092 | $ 1,34255| $ 2,670.50

Demand Response 3 2011 19,012 kwh $ 0.0091 | $ 173.01 0 kWh $ 0.0092 | $ - $ 173.01

2011 0] kWh $ 0.0091 ( $ - 0] kwWh $ 0.0092 | $ $ -

Total General Service < 50 kW 2,321,777 $ 21,128.17 2,302,765 $ 21,185.441 $ 42,313.60

General Service 50 kW to 4,999 kW

OPA Energy Retrofit Incentive Program (ERIP) 2010 1,247.6 kw $ 1.6081|$ 2,006.20 1,248 kw $ 1.6223 | $ 2,023.92| $ 4,030.12

Efficiency Equipment Replacement 2011 1,066.7 kw $ 1.6081($ 1,715.39 1,067 kw $ 1.6223|$ 1,730.53 | $ 3,445.92

Demand Response 3 2011 2,137 kw $ 1.6081 | $ 3,436.51 0] kw $ 1.6223 | $ ) 3,436.51

Total General Service 50 to 4,999 kW 4,451 $ 7,158.10 2,314 $ 3,754.45| $ 10,912.55

Total Forgone Revenue OPA programs 6,561,781 $ 88,431.12 6,540,632 $ 85,508.30 | $  173,939.42

iii) London's last approved load forecast was approved as part of London's 2009 COS

application. The approved load forecast did not include a component relating to the

programs associated with achieving the 2011-2014 CDM targets. As a result, the

variance calculation for 2011 which relates to the 2011-2014 CDM targets would be

the final evaluation results for London's 2011 OPA Programs minus zero.

iv) See Q# 47 iii). London Hydro’s last approved load forecast was in 2009 which did not

include adjustments for CDM impacts in association with London Hydro’s 2011 —
2014 CDM Targets.

V) London Hydro confirms it has relied on the most recent final evaluation report Copy
of 2011_Final_ Annual_ Report_ Data_ CDM_ OPAPrograms_20130108 from the
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OPA in supporting its LRAM calculation. A copy of the OPA report (for year 2011)
can be sourced in Appendix C: London Hydro 2013 LRAM for 2011 CDM Programs

Recoveries Rate Application

vi) London Hydro has used the most recent input assumptions available at the time of
the program evaluation when calculating its LRAM amount.
Vii) The applicable LRAM rate riders associated with 2011 CDM programs, and as
determined in excel LondonHydro_LRAMVA_2011_Bdstaff IR Q # 47 _ 20130108,
are as follows:
LRAM Carrying Total 2011 Billing | Rate Rider
Class Units Charges Determines
Residential kWh |$ 120713 | 5 14765 12219 1,128904,736{ S 0.00011
GS<50 kW kWh |$ 031415 51815 42,832 408,115902{ $  0.00010
GS50t0 4,999 kW kw |$ 10913 | $ 1595 11,071 3.944,476| S 0.00281
Totals S 173,939 | $ 2152($ 176,09

Billing Deteminates used 2011 Distribution Energy Quantities (Actual)

viii)

London Hydro is requesting recoveries for carrying charges applicable to LRAM
amounts determined for 2011 OPA CDM Programs.

London Hydro has based its carrying charges on the Toronto Hydro Decision, in
which the Board found that Toronto Hydro was entitled to carrying charges on the
LRAM balances. London Hydro has calculated carrying charges as follows: interest
has been applied to the ending balance of the annual LRAM for all of 2011 and 2012.
The calculation of the carrying costs used the Board’s prescribed interest rates for Q1
2011 — Q1 2013, as shown below:
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4 Month

to April

2012 | 2012 | 2012 | 2012 | 30,2013

% 1.47 1.47 1.47 1.47 1.47
Residential ($) $ 221 (S 221 |S 221 |$ 221 |S 591 $ 1,475.62
GS <50 kW ($) $ 78| 78|s 78|S$ 78S 207|$ 517.92
GS 50 to 4,999 kW ($) $ 26|S 26|$ 26|$ 26|S$ 53|$ 158.70

London Hydro is seeking a total of $2,152 for carrying charges.

iX) London Hydro once again states that it has relied on the most recent final evaluation
report Copy of 2011_Final_ Annual_ Report_ Data_ CDM_ OPAPrograms_20130108
from the OPA in supporting its LRAM calculation. A copy of the OPA report (for year
2011) can be sourced in Appendix C: London Hydro 2013 LRAM for 2011 CDM
Programs Recoveries Rate Application.

Question OEB 48

References:
i. Exh 9, p. 15 (Table 9-3);
il. Appendix 9-A, p. 44
Account 1595 has carrying charges of $286,860 (credit to customers), but appears to have no

principal balance on December 31, 2011.

Please explain the $286,806 credit balance and provide a detailed calculation of the

carrying charges, principal and the interest rates used for the balance of ($286,860).
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Response OEB 48

Account 1595 Disposition and Recovery of Regulatory Balances Control Account Sub-account
Disposition of Account Balances Approved in 2009 reflects the residual balances approved for
disposition with the previous COS proceedings EB-2008-0235. The full amount of principal was

refunded to the customers, and the residual balance consists of interest only.

Schedule of Account 1595 Disposition and Recovery of Regulatory Balances
Control Account Sub-account Disposition of Account Balances Approved in
2009

Actual
Principal Closing Recoveries/
Account 1595 Recoveries/ Principal Interest Earned Interest Transfers IN - Closing Interest  Account 1595  Refunds for the
Date Opening Balance Refunds Balance Days Interest Rate After Sept 30/09 Recoveries Interest Balance Closing Balance Period
31-Aug-09 - - - 31 0.55% - - - - -
30-Sep-09 - - - 30 0.55% - - - - -
31-0ct-09 (7,075,045) 16,617 (7,058,428) 31 0.55% (3,304.92) - (490,487) (493,792) (7,552,219) 16,617
30-Nov-09 (7,058,428) 309,241 (6,749,187) 30 0.55% (3,190.80) - (496,983) (7,246,170) 309,241
31-Dec-09 (6,749,187) 299,264 (6,449,923) 31 0.55% (3,152.70) = = (500,135) (6,950,058) 299,264
31-Jan-10 (6,449,923) 421,499 (6,028,424) 31 0.55% (3,012.91) - - (503,148) (6,531,573) 421,499
28-Feb-10 (6,028,424) 382,471 (5,645,953) 29 0.55% (2,634.34) - - (505,783) (6,151,736) 382,471
31-Mar-10 (5,645,953) 436,290 (5,209,663) 31 0.55% (2,637.36) - - (508,420) (5,718,083) 436,290
30-Apr-10 (5,209,663) 364,388 (4,845,275) 30 0.55% (2,355.05) - - (510,775) (5,356,050) 364,388
31-May-10 (4,845,275) 352,821 (4,492,454) 31 0.55% (2,263.34) - - (513,038) (5,005,492) 352,821
30-Jun-10 (4,492,454) 395,105 (4,097,349) 30 0.55% (2,030.84) - - (515,069) (4,612,418) 395,105
31-Jul-10 (4,097,349) 419,332 (3,678,016) 31 0.89% (3,097.15) - - (518,166) (4,196,183) 419,332
31-Aug-10 (3,678,016) 456,570 (3,221,446) 31 0.89% (2,780.18) - - (520,946) (3,742,393) 456,570
30-Sep-10 (3,221,446) 436,366 (2,785,080) 30 0.89% (2,356.51) - - (523,303) (3,308,383) 436,366
31-Oct-10 (2,785,080) 392,422 (2,392,658) 31 1.20% (2,838.49) - - (526,141) (2,918,799) 392,422
30-Now-10 (2,392,658) 358,412 (2,034,245) 30 1.20% (2,359.88) - - (528,501) (2,562,747) 358,412
31-Dec-10 (2,034,245) 343,234 (1,691,012) 31 1.20% (2,073.26) - - (530,575) (2,221,586) 343,234
31-Jan-11 (1,691,012) 416,249 (1,274,762) 31 1.47% (2,111.22) - - (532,686) (1,807,448) 416,249
28-Feb-11 (1,274,762) 362,141 (912,621) 28 1.47% (1,437.51) - - (534,123) (1,446,745) 362,141
31-Mar-11 (912,621) 424,901 (487,721) 31 1.47% (1,139.40) - - (535,263) (1,022,983) 424,901
30-Apr-11 (487,721) 348,112 (139,609) 30 1.47% (589.27) - - (535,852) (675,461) 348,112
31-May-11 (139,609) 139,609 - 31 1.47% (174.30) 211,518 - (324,508) (324,508) 351,127
30-Jun-11 - - - 30 1.47% - 34,288 - (290,220) (290,220) 34,288
31-Jul-11 - - - 31 1.47% - 4,329 - (285,891) (285,891) 4,329
31-Aug-11 - - - 31 1.47% - (22) - (285,913) (285,913) (22)
30-Sep-11 - - - 30 1.47% - 179 - (285,734) (285,734) 179
31-Oct-11 - - - 31 1.47% - (81) - (285,815) (285,815) (81)
30-Nowv-11 - - - 30 1.47% (0.10) (960) - (286,775) (286,775) (960)
31-Dec-11 = = = 31 1.47% (1.30) (83) = (286,860) (286,860) (83)
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Question OEB 49

References

i. Exh 1, p.15;

. Exh 9, p.2;

iii. Accounting Procedures Handbook (APH): Article 210, p. 23: 7000 account
series;

iv. APH FAQ #3, July 2012; Addendum to Report of the Board: Implementing
International Financial Reporting Standards (IFRS) in an Incentive Rate
Mechanism Environment dated June 13, 2011 (EB 2008-0408), pp. 23- 24

The Addendum to Report of the Board on Implementing IFRS states:

“With respect to P&OPEB items, the Board is not persuaded that a generic account is
necessary. It is not clear that the impact of the transition to IFRS on P&OPEB Items will
be consistent among Ontario utilities. Individual utilities that can demonstrate the
likelihood of large variances can seek an individual variance account from the Board.

If it becomes apparent over time that utilities are generally experiencing material,
unpredictable variances in these items, the Board will consider solutions in its
development of rate-setting mechanisms.”

The July 2012 APH Q & A #3 states:

“Electricity distributors are required to annually open new sub-accounts of Account 1595,
Disposition and Recovery/Refund of Regulatory Balances. New accounting procedures
for Account 1595 are provided in the revised 2012 APH in Article 220. The account
description of (control) Account 1595 specifies that for each year the deferral or variance
account balances are approved for disposition by the Board, distributors are required to
set-up under the control account three sub-accounts using the format of a vintage year
classification of the year in which the balances are approved for disposition and recovery
from or refund to customers.

The three sub-accounts are as follows:

1. Sub-account Principal Balances Approved in “20yy”
2. Sub-account Carrying Charges Approved in “20yy”
3. Sub-account Carrying Charges for Net Principal in “20yy”

London Hydro is requesting three new Deferred and Variance Accounts (DVA):

l. To record re-measurement recognized in Other Comprehensive Income (OCI) such as
the MIFRS post-employment benefit adjustment.

Il To record the recovery and refunds pertaining to the disposition of the deferral and
variance accounts at December 31, 2011 including carrying charges forecasted to April
30, 2013 under sub account 1595 for Global Adjustment (GA).

II. To record the recovery and refunds pertaining to the disposition of the deferral and
variance accounts at December 31, 2011 including carrying charges forecasted to April
30, 2013 under sub account 1595 for all other DVAs other than GA.
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Questions / Requests

a) For part “I”, please clarify what London Hydro means by “re-measurement
recognized in Other Comprehensive Income (OCI) such as the MIFRS post -
employment benefit adjustment”.

nln

b) Please explain why London Hydro require a new DVA account for part

c) The APH has established Uniform System of Accounts (USoA) for OCI, in
particular the 7000 account series. Given this, why does London Hydro need a
new separate DVA for the re-measurement in OCI for the MIFRS post-
employment benefit adjustment?

d) Wwith regards to the projected variance in the new DVA account requested in part
“I”, what is London Hydro’s estimate in $ and how material is this amount?

€) For part “II” and “llI”, please confirm that London Hydro will be following the
guidelines provided in the APH FAQ #3, July 2012 for the two sub accounts
requested under account 1595 for GA and for all other DVAs other than GA.

Response OEB 49

a) Where London Hydro refers to “re-measurement recognized in Other Comprehensive
Income (“OCI”) such as the MIFRS post — employment benefit adjustment” on page 15 of
Exhibit 1, it was referring to the one-time Pension and Other Post-Employment Benefits
adjustment to be made at the time of transition to IFRS. This one-time transitional
adjustment is currently $1,844,800 as indicated in Exhibit 10, page 21 and as also
referenced below under Question 58.

b) As addressed below under Question 58, Addendum to Report of the Board:
Implementing International Financial Reporting Standards (IFRS) in an Incentive Rate
Mechanism Environment EB 2008-0408 dated June 13, 2011, pp. 23-24 states that
“Individual utilities that can demonstrate the likelihood of large variances can seek an
individual variance account from the Board.”

Since the transitional P&OPEB adjustment is a material amount ($1,844,800), London
Hydro is requesting that a deferral account be opened for use when the Company does in
fact move to IFRS.

¢) London Hydro is requesting a deferral account for the one-time P&OPEB transitional
adjustment noted above so that it can be amortized for rate making purpose over a

period greater than one year.
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This transitional adjustment is an adjustment to the opening balance sheet on transition
to IFRS, rather than a charge to OM&A for a given year. It is London Hydro’s
understanding that the newly established 7000 account series are for the purposes of
recording activities for one year. As discussed in Exhibit 10, this adjustment represents
the difference in the Company’s liability under IFRS in comparison to that calculated
under CGAAP as at January 1, 2012 and represents unamortized actuarial losses and an
unrecognized liability associated with future benefits relating to service awards.

d) As indicated above, the estimate dollar amount of this one-time transitional adjustment is
$1,844,800 which is material. The materiality limited for the 2012 Bridge Year under
CGAAP is $349,000.

e) London Hydro confirms that it will be fully following the guidelines as provided in APH
FAQ #3 July 2012 for both sub-accounts, 1595 for Global Adjustment (GA) and sub-
account 1595 for all other DVAs other than GA.

Question OEB 50

Reference: EB-2012-0380 pre-filed evidence filed September 25, 2012, p. 10/ Table 2

London Hydro has noted $3.8 million debit and credit adjustments to Account 1588
a) Please confirm the error related to $3.8 million for Account 1588 is related to the
balances from December 31, 2008 to June 30, 2012. If not, please explain.
b) Please provide the journal entries (both sides — debits and credits) made in June
2012 to reflect the adjustments made to Account 1588, involving the $3.8 million
debit to Account 1588 sub-account GA and the $3.8 million credit to the control

account of Account 1588.

Response OEB 50

Please reference Appendix D — RSVA Commodity Variance Accounts — Unbilled Energy
Calculation Review 1588 RSVA Power and RSVA Power Sub-account Global Adjustment (“RSVA

background document”), which is also identified in Board staff Q# 52, before reading the

response to this question.
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a) 1588 Power:

The $3.8 Million relates to the balances as at December 31, 2010. This is the amount
accrued for the RPP portion of energy price adjustment on the unbilled energy at
December 31, 2010 via reversing journal entry, which is the equivalent with the remaining

settlement amount with the IESO.

dr 4705 Power Purchased $3,806,100
cr 2205 Accounts Payable (%$3,806,100)
Fixed price energy debit/credit on unbilled amounts

dr 1588 RSVA Power $3,806,100
cr 4705 Power Purchased (%$3,806,100)
Close off to RSVA - fixed price energy debit/credit on unbilled amounts

London Hydro has determined there is no error associated with the 1588 Power account

as at December 31, 2010 and initially reported values are correct.

1588 Power Sub-account Global Adjustment:

The $3.8 Million relates to the balances as at December 31, 2010. This is the amount
accrued for the RPP portion of Global Adjustment claim on the unbilled energy at

December 31, 2010 via reversing journal entry.

dr 2205 Accounts Payable $3,802,961
cr 4707 Charges — Global Adjustment ($3,802,961)
GA credit on unbilled amounts

dr 4707 Charges — Global Adjustment $3,802,961

cr 1588 RSVA Power Sub-account Global Adjustment ($3,802,961)
Close off to RSVA - GA credit on unbilled amounts
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This $3.8 Million should not have been accrued (as discussed in the RSVA Background
Document) as the prorated / accrual method is already being followed and therefore the

additional accrual is not required.

b) As a result of the findings discussed in the RSVA Background Document the

guarterly RRR filings for 2012 will be requested for resubmission to the OEB.
London Hydro is requesting the disposition of the 1588 accounts based on balances

as at December 31, 2011 (audited) balances and therefore the June 30, 2012

balances are no longer relevant.

Question OEB 51

Reference: EB-2012-0380 pre-filed evidence filed September 25, 2012 / p. 9.

London Hydro stated on page 9 of the pre-filed evidence filed on September 25, 2012 that “as a
result of this accounting error [an] incorrect account balance was submitted for approval for
disposition in the 2012 IRM proceeding...”
a) Inwhich fiscal period was the fixed price debits/credits calculated and first
included twice in the unbilled energy period end balance? Please explain.
b) How far back was this error made? Please specify the date and summarize
the dollar impact to the Account 1588 control account and Account 1588 sub-

account GA on an annual basis in a table format.

c) Does the inaccurate presentation of Account 1588 control account and
Account 1588 sub-account GA impact the December 31, 2008 balances
cleared in the 2009 Cost of Service proceeding, in addition to the December

31, 2010 balances cleared in the 2012 IRM proceeding? Please explain.
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Response OEB 51

Please reference the RSVA background document found in Appendix D and referenced

in Board staff Q # 52, before reading the response to this question.

a) The 1588 Power Sub-account Global Adjustment double accrual started in August
2010 upon the implementation of the accrual method. The reversing accrual entry at
the end of December 2010 was made for $3,802,961 for RPP related Global
Adjustment credit. This entry is not required, since the credit was calculated based
on the accrual method described in response to question OEB 52a) in the Review

Report Amendment.

1588 RSVA Power account has no error. The reconciliation of the RPP price
difference is completed on a forward basis, and therefore, the accrual entry for the
unbilled portion has to be accrued in addition to the trade month IESO unpaid invoice
for the month-end to arrive at the result of the accrual method. The accrual entry
accounts for this outstanding amount and moves it to Accounts Payable due to the
IESO.
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b) As described in the Review report Amendment (response to question OEB 52a), the error occurred only in the 1588 Power Sub-
account Global Adjustment commencing in Year 2010.

1588 RSVA Power Sub-account Global Adjustment as filed and reconciled to RRR 2.1.7

Account 1589 Board
Opening Carrying Fixed Price Total Net Approved Closing

Year Balance Charges Net Accruals Credits Accruals Disposition Balance RRR 2.1.7 Variance
No fixed price credit accrued in Year 2008 - -
Year 2009 1,982,029 8,365 5,408,166 (4,262,161) r 1,146,005 (2,001,899) r 1,134,500 1,134,500 0 Notel.
Year 2010 1,134,500 (2,644) (2,882,212) 459,200 ¥ (2,423,013) -7 (1,291,157) (1,291,157) 0
Year 2011 (1,291,157) 41,830 662,392 (1,998,139) r (1,335,747) - T (2,585,074) (2,585,074) (0)
Year 2012 to June 30, 2012 (2,585,074) 28,679 (929,556) 5,801,100 4,871,544 1,316,166 3,631,315 3,631,315 0 Note 2.
Y ear-to-date 76,230 2,258,788 - 2,258,788 (685,733)

Note 1: Disposition set out in the Board’s Decision in London Hydro’s 2009 COS Application (EB-2008-0235) for the period of Oct 1, 2009 to April 30, 2011.
Note 2: Disposition set out in the Board’s Decision in London Hydro’s 2012 IRM Application (EB-2011-0181) for the period of May 1, 2012 to April 30, 2014.

1588 RSVA Power Sub-account Global Adjustment recalculated with eliminating the amount for fixed
price credit accrued in error after the accrual method is implemented

Account 1589 Board

Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Credits Accruals Disposition Balance
No fixed price credit accrued in Year 2008 - -
Year 2009 1,982,029 8,365 5,408,166 (4,262,161) r 1,146,005 (2,001,899) 1,134,500
Year 2010 1,134,500 (2,644) (2,882,212) 4,262,161 " 1,379,948 - 2,511,804
Year 2011 2,511,804 41,830 662,392 - T 662,392 - 3,216,026
Year 2012 to June 30, 2012 3,216,026 28,679 (929,556) - T (929,556) 1,316,166 3,631,315
Y ear-to-date 76,230 2,258,788 - 2,258,788 (685,733)

The above tables illustrate after the last reversal of the fixed price debits/credits in 2012, the closing balance of the account is the same as if the fixed price
debits/credits w ere accrued only for the time period the forw ard methodology w as employed.
The total transactions, including carrying charges on paid/billed principal, are the same for over the years.
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¢) London Hydro can confirm the 1588 RSVA Power account had the correct balances

for each year, and therefore the appropriate balances were approved for disposition.

The external audit conducted by the Ministry of Finance on the behalf of the Ontario
Power Authority, confirmed the 1588 RSVA Power and 1588 Power Sub-account

Global Adjustment balances as at 2008.

In regards to the 1588 Power Sub-account Global Adjustment there had been no
additional accruals made for fixed price credits on unbilled energy in 2008. The
appropriate accrual entry was added during the 2009 year . However, the accrual
entry was no longer required upon implementation of the accrual method in year
2010.

London Hydro is unable to acquire extensive historical information prior to 2008
within the short period of time associated with this submission. However, London
Hydro is confident that the account balance for 1588 Power Sub-account Global
Adjustment for Year 2011 is now correct. By disposing the current recalculated
balance any prior error resulting from incorrect accruals or disposition is self-

corrected.

Question OEB 52

Reference: EB-2012-0380 pre-filed evidence filed September 25, 2012 / p. 6.

London Hydro stated at the referenced page that it had performed an internal review of the
unbilled energy calculation and discovered that the fixed price debits/credits were calculated and

included twice in the unbilled energy period end balance.

a) Please file with the Board a copy of the London Hydro’s internal review and analysis, if
any, with respect to this issue.

b) When London Hydro refers to the fixed price debits/credits and unbilled energy does it
mean an inaccurate unbilled RPP kWh accrual at period-end and subsequent reversal
the following period? Please explain if this is the case or not. Please explain what was

accrued at period-end and what was or was not reversed the following period.
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c) When London Hydro refers to the fixed price debits/credits and unbilled energy does it
mean that the inaccurate RPP kWh accrual caused an inaccurate impact to the following
calculation for Form 1598 and its predecessor forms (e.g. Form 1506, etc.)? Please
explain if this is the case or not..

d) Please also confirm that London Hydro uses the formula
“Fixed price adjustment = RPP kWh * [SRPP/kWh - (SHOEP/kWh + $Global
Adjustment/kWh)”
in its calculation for Form 1598 and its predecessor forms (e.g. Form 1506, etc.). Please

explain if this is the case or not the case.

e) Please explain and provide a schedule to show how the inaccurate unbilled RPP kWh
accrual and other inaccurate adjustments to the above “Fixed price adjustment”
calculation were incorporated into each year-end balance — the period-ends since the
inception of Form 1598 and its predecessor forms (e.g. Form 1506, etc.), not just since
year-end 2008. Please detail by each year-end. Please reconcile this schedule to the
schedules detailed in Appendix A of the pre-filed evidence filed on September 25, 2012
page 15 and page 16.

Response OEB 52

a) Please refer to Appendix D — RSVA Commodity Variance Accounts — Unbilled

Energy Calculation Review 1588 RSVA Power and RSVA Power Sub-account
Global Adjustment (“RSVA background document”)

b) The fixed price adjustments on unbilled energy were calculated and using the

appropriate applicable rates.

The accrual is required for the unbilled portion of the RPP price variance due to
the IESO and is calculated and accrued at the end of each month. This entry
reverses on the first day of the next month. Then a new reversing accrual is

booked for the required amount at the end of the month again.

The accrual was not required for the unbilled portion of global adjustment fixed

price credits because the accrual method is used in the calculation for the
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submission. This entry reversed on the first of the next month. After the initial

review of the unbilled energy calculation, no further accruals were booked.

Further details are provided in RSVA background document.

The RPP settlement amount for Form 1598 is calculated using the applicable
formula. This amount is submitted to the IESO and included in the IESO invoice
as Charge Type 142. The invoice for the trade month is received from IESO
around the 10™ business day in the following month. All charges including 1598
settlement amount, are booked as unbilled cost of power for the month of

consumption based on the invoice received from the [IESO.

The accruals booked to the ledger have no impact on the calculation of amounts
submitted on the Form 1598.

The accrual is a second adjustment booked for the fixed price debits/credits in
addition what is already settled with the IESO. This calculation takes place after
the Form 1598 is submitted. The accrual for the global adjustment credit should

not have been made as described in the RSVA background document.

Yes, London Hydro uses the above described formulae to calculate the RPP

adjustment amount (Charge Type 142) to be settled with the IESO.

The amount calculated for the Global adjustment (RPP kWh * $GA/kWh) uses
the accrual method described in the APH, and all estimates are trued up two

months later when actual billed amounts become available.

The amount calculated for the energy price adjustment (RPP kWh * ($RPP/kWh
— $HOEP/kWh) uses the forward method where the settlement amount for the
price differences are based on current month billings. The current month billings

include billings for consumption of the current month and the prior month. The
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RPP price difference for the unbilled portion of consumption is submitted in the
following month, therefore an accrual is required in the current trade month as
described in RSVA background document.

London Hydro can confirm that 1588 RSVA Power account has no error;
therefore there is no change necessary to balances prior to Year 2012. The
IESO settlement has been completed on a forward basis for the RPP energy
price difference since the inception of Form 1598, and therefore the accrual entry
for the unbilled portion of the RPP fixed price difference is required to arrive at
the same month-end results as the accrual method. The accrual entry accounts
for this outstanding amount and moves it to Accounts Payable due to the IESO.
This entry should be completed as long as the forward method is in place for the

calculation of the fixed price debits. The existing rate rider is not affected.

Recordings for Global Adjustment were introduced in Year 2005. The forward
method was used in calculation of the RPP price differences prior August 2010.
Therefore the accrual entry was required to arrive at the same results as the
accrual method. The additional accrual entry made for fixed price credits on

unbilled energy in 1588 Power Sub-account GA was implemented in Year 2009.

The accrual method was adopted in 2010 and therefore the accrual entry was not
necessary after August 2010. The result was 1588 Power Sub-account Global

Adjustment reflected a double accrual commencing in August 2010.

The reversing accrual entry at end of December 2010 and 2011 was made for
$3.8 Million and $5.8 Million, respectively, for the RPP related Global Adjustment
credit. Please review response OEB IR 54 a) and the table reflecting the
correction of the amount $5.8 Million that adjusts the 1588 Power Sub-account

GA December 31, 2011, balance for proposed recovery.

Further reference can be found in response to question OEB 52a) in the RSVA

background document.
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Account 1589 Board
Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Debits Accruals Disposition Balance RRR 2.1.7 Variance
2008 Year-end accrual for Fixed
Price Credit reversing in 2009 1,187,000 1,187,000
Year 2009 (3,015,389) (66,735) (3,908,474) 2,269,300 7 (1,639,174) 3,040,110 ©  (1,681,188) (1,681,188) (0) Note 1.
Year 2010 (1,681,188) (44,119) (390,197) 349,800 " (40,397) - T (1,765,703) (1,765,703) 0
Year 2011 (1,765,703) (111,746) (4,479,632) 2,266,500 " (2,213,132) - (4,090,581) (4,090,581) (0)
Year 2012 to June 30, 2012 (4,090,581) (76,062) (833,576) (6,072,600) r (6,906,176) 1,784,283 (9,288,536) (9,288,536) (0) Note 2.
(298,661) (9,611,879) - (9,611,879) 4,824,393

Note 1: Disposition set out in the Board’s Decision in London Hydro’s 2009 COS Application (EB-2008-0235) for the period of Oct 1, 2009 to April 30, 2011.
Note 2: Disposition set out in the Board’s Decision in London Hydro’s 2012 IRM Application (EB-2011-0181) for the period of May 1, 2012 to April 30, 2014.

1588 RSVA Power (excluding Global Adjustment) recalculated with the amount for fixed price debit due to the IESO

Account 1589 Board

Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Debits Accruals Disposition Balance
2008 Year-end accrual for Fixed
Price Credit reversing in 2009 1,187,000 1,187,000
Year 2009 (3,015,389) (66,735) (3,908,474) 2,269,300 " (1,639,174) 3,040,110 (1,681,188)
Year 2010 (1,681,188) (44,119) (390,197) 349,800 " (40,397) - (1,765,703)
Year 2011 (1,765,703) (111,746) (4,479,632) 2,266,500 " (2,213,132) - (4,090,581)
Year 2012 to June 30, 2012 (4,090,581) (76,062) (833,576) 909,300 " 75,724 1,784,283 (2,306,636)

(298,661) (9,611,879) 6,981,900 (2,629,979) 4,824,393

The above table illustrates the fixed price debits for the unbilled portion of energy price differences due to the IESO using the fow ard method. The entry for the
"fixed price debits" is the value of this outstanding liability. This liability is allocated to 2205 Accounts Payable Due to the IESO account from 1588 RSVA Pow er.
The total actual paid/invoiced transactions, including carrying charges on paid/billed principal, are the same for over the years.
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Account 1589 Board
Opening Carrying Fixed Price Total Net Approved Closing

Year Balance Charges Net Accruals Credits Accruals Disposition Balance RRR 2.1.7 Variance
No fixed price credit accrued in Year 2008 - -
Year 2009 1,982,029 8,365 5,408,166 (4,262,161) r 1,146,005 (2,001,899) r 1,134,500 1,134,500 0 Note 1.
Year 2010 1,134,500 (2,644) (2,882,212) 459,200 r (2,423,013) - (1,291,157) (1,291,157) 0
Year 2011 (1,291,157) 41,830 662,392 (1,998,139) r (1,335,747) - r (2,585,074) (2,585,074) (0)
Year 2012 to June 30, 2012 (2,585,074) 28,679 (929,556) 5,801,100 " 4,871,544 1,316,166 3,631,315 3,631,315 0 Note 2.
Y ear-to-date 76,230 2,258,788 - 2,258,788 (685,733)

Note 1: Disposition set out in the Board’s Decision in London Hydro’s 2009 COS Application (EB-2008-0235) for the period of Oct 1, 2009 to April 30, 2011.
Note 2: Disposition set out in the Board’s Decision in London Hydro’s 2012 IRM Application (EB-2011-0181) for the period of May 1, 2012 to April 30, 2014.

1588 RSVA Power Sub-account Global Adjustment recalculated with eliminating the amount for fixed
price credit accrued in error after the accrual method is implemented

Account 1589 Board

Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Credits Accruals Disposition Balance
No fixed price credit accrued in Year 2008 - -
Year 2009 1,982,029 8,365 5,408,166 (4,262,161) r 1,146,005 (2,001,899) 1,134,500
Year 2010 1,134,500 (2,644) (2,882,212) 4,262,161 r 1,379,948 - 2,511,804
Year 2011 2,511,804 41,830 662,392 - T 662,392 - 3,216,026
Year 2012 to June 30, 2012 3,216,026 28,679 (929,556) - T (929,556) 1,316,166 3,631,315
Y ear-to-date 76,230 2,258,788 - 2,258,788 (685,733)

The above tables illustrate after the last reversal of the fixed price debits/credits in 2012, the closing balance of the account is the same as if the fixed price
debits/credits w ere accrued only for the time period the forw ard methodology w as employed.
The total transactions, including carrying charges on paid/billed principal, are the same for over the years.
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Question OEB 53

Reference: EB-2012-0380 pre-filed evidence filed September 25, 2012 / p. 15.

In Appendix A of the pre-filed evidence page 15, London Hydro has shown an impact on the 2008
year-end accrual in the first table regarding the control account of Account 1588, but it has not
shown any impact for the year-end accrual in the second table. Inthe same appendix on page
16, the Account 1588 sub-account GA/Account 1589 GA reconciliation does not show a 2008
year-end accrual and instead it starts with the 2009 year-end.

a) Please explain why the schedules shown on page 15 start with the year 2008 in

the first table of the schedule and the year 2009 in the second table of the schedule.

b) Please explain why the schedules shown on page 16 start with the year 2009
and not the year 2008.

Response OEB 53

Please reference the RSVA background document found in Appendix D and identified in Board

staff Q3 52 before reading the response to this question.

a) Based on the findings contained in the RSVA background document referenced in

Q# 52 and Appendix D, these tables are no longer relevant.

b) In Appendix D of the Power Variance Account Application the first table illustrates
the 1588 RSVA Power Sub-account Global Adjustment with the accrual made for
fixed price debits. The second table illustrates the variance account without the
accrual to show what the end balance would have been if the entry was never

made.

There was no entry made for Global Adjustment fixed price credit at the end of
Year 2008. Please note that the opening balance is identical in both the first and
second tables - $1.98 Million. This is because there was no accrual made in Year

2008, so both tables have the same opening balance without the extra accrual.
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Question OEB 54

References:

i. Application for Disposition of RSVA Group 1 Accounts, (pre-filed evidence in EB-2012-
0380), pp. 12-13 and 21-23.

. Exhibit 9, pap. 46 - 47

a) Please provide the principal balances as of December 31, 2011 for all deferral and
variance accounts including Account 1588 RSVA Power (excluding the Global
Adjustment) and Account 1588 RSVA Power Global Adjustment sub-account. The
balances in Account 1588 RSVA Power (excluding the Global Adjustment) and
Account 1588 RSVA Power Global Adjustment sub-account should reflect the

corrections required to redress the alleged error of $3.8 million.

b) Please calculate the rate riders applicable to RPP and non-RPP customers as per
part @) of this interrogatory, assuming an implementation date of February 1,
2013. Please include carrying charges up to January 31, 2013 and assume a sunset
date of April 30, 2014.

c) Please calculate the rate riders applicable to RPP and non-RPP customers as per
part a) of this interrogatory, assuming an implementation date of May 1,
2013. Please include carrying charges up to April 30, 2013, and assume a sunset
date of April 30, 2014.
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Table 9-3 — Deferral and Variance Accounts Submitted for Recovery with this Application Updated

Recoveries / Amount Approved | Projected Intere st Projected

Accounts for Which Disposition is Requested in This Application{ Net Accruals /! Carmrying Ending Balances | Adjustmentsto |forDisposition May| Jan12toApr Balances as at
Updated to include 1588 R SVA Power accounts Variances Charges atDec. 31, 2011 April 30,2013 1,2012 013 -147% Apr30M3
Group 1 Acc ounts:
1580 RSWA-Wholesale Market Senice Charge 3 ©261909) 5 (115645) 5 (8,377 554) 5 4455082 5 (84,454) B (3,992,936)
1584 RSVA-Retail Transmission Network Charge 774,015 11,977 785952 (544 457) 8,689 250,184
1586 RSWA-Refail Transmission Connection Charge 279,774) (17,419} (2597,193) 817,705 4900 325412
1588 RSWA- P ower (excluding Glebal Adjustm ent) (3,896,805) (193,776) (4,090 581) 1,784 283 (57,600) 2,363,898)
1588 RSWA - P ower - Sub-account - Global Adjustm ent 2612754) 27 680 (2,585,074) 5,801,100 1,316,166 87,201 4 619,383
15595 Disposition and RecovernyRefund o fRegulateryBalances
2009) - (236 ,860) (286 860) - (236,860
Group 2 Acc ounts: -
1508 Other Regulatory Azsets - Sub-Account - Deferred IFR S
Transition Costs 349,024 6,649 355673 8817 362,490
1518 Retail CostVarance Account- Retail (82,253) {1,531) B3,734) (1,607} (85,391)
1548 Retail CostVarnance Account-STR 86,736 1,488 B8 224 1,694 89,918
1592 PlLs and Tax'ariance ©r2008 and Subseguentyears (130,133) (18,514} (145 547) (2,542) (145189}
1552 PILs and Tax‘ariance ©r2008 and Subseguentyears - Sub-
AccountHSTAOVAT Input TaxC redits (TCs) (185,546) {1,852} (187 398) (3,624) (191,022)

$ (14239,399) § (585,803) § [14,825202) § 5801,100 § 7642739 § (40,536) § (1,421,899)

1555 Smart Meter C apital and Recovery Offzet Variance - Sub-
Account- Stranded Meter C ozsts

3,950,757

3,350 757

(386,675)

3,154,082
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The above table includes the correction of $5.8 Million to the 1588 RSVA Power Sub-account

Global Adjustment.

b) The proposed recalculated rate riders are based on the December 31, 2011 audited 1588
RSVA Power and 1588 RSVA Power Sub-account Global Adjustment updated balances

and applicable carrying charges to January 31, 2013, with assumed implementation date

of February 1, 2013 and sunset date of April 30, 2014.

Exhibit 9 - Table 5 - Proposed Updated Rate Rider for Deferral / Variance

Account Balances (excluding Global Adjustment)

Proposed Rate
Rate Class Billing Parameter | - Feb 1/13 to
Apr 30/14

Residential kWh $  (0.0006)
GS <50 kW kWh $ (0.0006)
GS 50 to 4,999 kKW kw $  (0.2277)
GS 50 to 4,999 kW (Co-Generation) kw $  (0.1174)
Standby kw $  (0.1174)
Large Use >5MW kw $ (0.2873)
Street Light kw $ (0.2028)
Sentinel kw $ (0.2087)
Unmetered Scattered Load KWh $ (0.0006)
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Exhibit 9 - Table 5a - Proposed Updated Rate Rider for RSVA - Global

Adjustment Account

Proposed Rate
Rate Class Billing Parameter | - Feb 1/13 to
Apr 30/14

Residential kWh $ 0.0025
GS <50 kW kWh $ 0.0025
GS 50 to 4,999 kW kw $ 1.0026
GS 50 to 4,999 KW (Co-Generation) kw $ 05170
Standby kw $ 0.5170
Large Use >5MW kw $ 1.2652
Street Light kw $ 0.8931
Sentinel kw $ 0.9189
Unmetered Scattered Load kwh $ 0.0025
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c) The proposed recalculated rate riders are based on the December 31, 2011 audited Deferral

/ Variance Account balances (including the updated 1588 RSVA Power Account and Power sub-

account RSVA Global Adjustment),and applicable carrying charges to April 30, 2013, as

presented in Table 9-3 — Deferral and Variance Accounts Submitted for Recovery with this

Application Updated within response to Question 54 in Part a).

Exhibit 9 - Table 5 - Proposed Updated Rate Rider for Deferral / Variance

Account Balances (excluding Global Adjustment)

Proposed Rate
Rate Class Billing Parameter | - May 1/13 to
Apr 30/14

Residential kWh $ (0.0018)
GS <50 kW kWh $ (0.0018)
GS 50 to 4,999 kW kw $ (0.7312)
GS 50 to 4,999 KW (Co-Generation) kw $  (03770)
Standby kw $ (0.3770)
Large Use >5MW kw $ (0.9227)
Street Light kw $ (0.6389)
Sentinel kw $ (0.6625)
Unmetered Scattered Load kwh $  (0.0018)
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Exhibit 9 - Table 5a- Proposed Updated Rate Rider for RSVA - Global
Adjustment Account

Proposed Rate
Rate Class Billing Parameter | - May 1/13 to
Apr 30/14

Residential kWh $ 0.0025
GS <50 kW kwWh $ 0.0025
GS 50 to 4,999 kW kw $ 1.0026
GS 50 to 4,999 kW (Co-Generation) kw $ 05170
Standby kw $ 0.5170
Large Use >5MW kw $ 1.2652
Street Light kw $ 0.8931
Sentinel kw $ 0.9189
Unmetered Scattered Load kwh $ 0.0025

Question OEB 55

References:

i. Exh 9, p. 15: Table 9-3;
. Exh 9, p. 19: Table 9-5
iii. DVA Continuity Schedule Work Form;

Table 9-3 lists all the DVA balances London Hydro is requesting for disposition. Currently Table 9-3
shows a total credit balance of $523,313. However, Table 9-3 includes the balance of $3,154,081 for

Account 1555, Smart Meter Capital & Recovery Offset Variance-Sub account, Stranded Meter Costs.

It is to be noted that a separate rate rider was proposed in Table 9-8 for Account 1555, sub account

Stranded Meters.

a) Please confirm that London Hydro is requesting disposition of account 1555, Smart Meter Capital &
Recovery Offset Variance-Sub account, Stranded Meter Costs through a separate rate rider,
Stranded Meter Rate Rider (SMRR).
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b) Please confirm that the total DVA balance requested for disposition in Table 9-3 is a credit balance of

$3,677,394 balance (excluding sub account Stranded Meter Costs) and that the DVA rate riders in
Table 9-5 calculation were based on the $3,677,394 credit balance (and not on $523,313 credit

balance which includes the subaccount).

Response OEB 55

a) Yes, London Hydro is requesting the disposition of account 1555 Smart Meter Capital and
Recovery Offset Variance — Sub-Account, Stranded Meter Costs through a separate rate rider,
Stranded Meter Rate Rider (SMRR). The total amount of Stranded Meter Costs requested for
disposition is $3,154,081. Ref. Exh. 9 pages 21 and 22, Tables 9-6 and 9-7. The proposed class
specific rate riders are set out in Table 9-8 - Proposed Stranded Asset Recoveries Rate Rider in
Exhibit 9 Page 22. The rate riders would apply with an effective date of May 1, 2013 and are

based on a 12-month disposition period.

Table 9-8 — Proposed Stranded Asset Recoveries Rate Rider

Proposed Rate
Rate Class Billing Parameter | - May 1/13 to
Apr 30/14
Monthly $ 1.58
Residential
Monthly $ 3.77
GS <50 kW

b) London Hydro confirms that Table 9-3 includes all DVA accounts that London Hydro requested
disposition of in its 2013 COS Rate Application. Of these balances, disposition of account 1555
Smart Meter Capital and Recovery Offset Variance — Sub-Account, Stranded Meter Costs is
requested through a separate rate rider, Stranded Meter Rate Rider (SMRR). Table 9-3 is now
updated with the 1588 RSVA Power and sub-account Global Adjustment accounts requested for

disposition. The total of all the other DVA accounts (excluding sub account Stranded Meter
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Costs), is a $1,421,899 credit balance, which is reflected in the updated EDDVAR Continuity

Schedule. The amount consists of the December 31, 2011 balances plus the OEB prescribed
interest projected to April 30, 2013. The disposition of this $1,421,899 credit balance is requested
through the proposed updated rate riders set out in Table 9-5 in response to question 54 part
c. These rate riders were calculated utilizing the EDDVAR Continuity Schedule for 2013 COS

Filers.

Question OEB 59

References:
i. Exh 9, Page 5, Table 9-3;
il. Appendix 2-T,
iii. APH FAQs, July 2007, #1- #5

London Hydro is requesting for disposition of Account 1592, ‘PILS & Tax Variance for 2006 and
Subsequent Years’ (excludes sub accounts and contra accounts), for a credit balance of $149,189 in
Table 9-3.

Note 3 of Appendix 2-T requires the calculations that show how each item was determined and any
supporting evidence and documentation. In addition, Note 4 of Appendix 2-T must state whether or not
the applicant followed the guidance provided in the FAQs of 2007.

a) Please provide the calculations of each item and the supporting evidence and documentation
required in Appendix 2-T

b) Please confirm that London Hydro followed the FAQs of 2007. If not, please explain.

Response OEB 59

a) Contained in updated Appendix 2-T (Appendix 2-T Def Tax_2013 01 _08) reflects the evidence
and calculations that determined the Account 1592, PILS & Tax Variance for 2006 and

Subsequent Years.

Referencing the Appendix 2-T on tab 2- PILS Calculations, is a copy of the 2006 EDR filing for
London Hydro’s Ontario Capital Tax, Large Corporation Tax. The filing utilizes the OEB 2006
PILs form. In its Decision (RP-2005-0020 and EB-2005-0389) the Board approved this form and
to include $130,143 for Grossed-up LCT (cell E38 of this tab).

Page 48 of 76



London Hydro Inc.

EB-2012-0146/EB-2012-0380

Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts

February 4, 2013

Again referencing the Appendix 2-T, referring to tab 5- Carry FW is a spreadsheet permitting the

recording of the monthly LTC Credit of the approved Grossed-up PILS of $130,143. Referring to
cell B 50 of the Appendix 2-T under column D is the monthly LTC Credit ($130,143/ 12 = $18,844
monthly) as collected from customer from period May 1, 2006 through to April 30, 2007. This

represents an entire year of credited grossed-up LCT.

Also reflected in Tab 5 is use of applicable OEB prescribe interest rates and LTC credit balances
to calculate the relevant carrying charges owed to our customers through period up to April 30,
2013. The amount of $130,143 and carrying charges to April 30, 2013 of $19.046, totals the

amount of disposition requested in the Application, an amount of $149,189.
b) London Hydro confirms that it followed the FAQs of 2007 (APH FAQ, July 2007, #1-#5) in

determining the balances of Account 1592, ‘PILS & Tax Variance for 2006 and Subsequent

Years'.

Question OEB 60

References:
i. Exh 9, Page 5, Table 9-3;
ii. DVA Continuity Schedules Work Form;
iii. Exh 9, Page 13: Table: HST Savings Liability for July 2010 to December 31, 2011,
iv. Appendix 2-T;
V. 2013 Cost of Service Filing Requirements for Electricity Transmission and Distribution
Applications, sections 2.12.1 and 2;
Vi. APH FAQ #4, December 2010

London Hydro is requesting for disposition of Account 1592, ‘PILS & Tax Variance for 2006 and
Subsequent Years, sub account HST/OVAT/ITCs’, for a credit balance of $191,022 in Table 9-3 for
Account 1592, ‘PILS & Tax Variance for 2006 and Subsequent Years, sub account HST/OVAT/ITCs".

Note 3 of Appendix 2-T requires the calculations show how each item was determined and any
supporting evidence and documentation. Appendix 2-T does not show the balance in Account 1592,
PILS & Tax Variance for 2006 and Subsequent Years , sub account HST/OVAT/ITCs.

The 2013 COS filing requirements expects that no more amounts should be recorded in the above sub
account 1592, HST/OVAT/ITCs for the test year and going forward.

a) Please confirm that London Hydro is seeking disposition for account 1592, sub account
HST/OVAT/ITCs.

b) Please provide the detailed schedules, similar to Table 1 and Table 2 of Question 4 of the
December 2010 APH FAQs, to indicate the period HST savings on OM&A costs and capital
expenditures for the periods of:
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I.  July 1, 2010 to December 31, 2010;

Il.  January 1, 2011 to December 31, 2011;
Ill.  January 1, 2012 to December 31, 2012; and
IV.  January 1, 2012 to December 31, 2013

c) Since the calculation of the HST savings in question 4 of the December 2010 APH FAQs for OMA
costs and capital expenditures is based on a proxy using 2009 spending, has the distributor
experienced actual spending which were materially different from the above-noted periods in part
a? If so please explain the basis for the differences and provide detailed schedules for the HST
savings for each period.

d) Ifthe answer in part b is “yes”, please update the table found in Exhibit 9, page 13 to reflect part b
above, from July 1, 2010 to April 30, 2013 including the related carrying charges.

e) Please update Appendix 2-T to include the balance in Account 1592, sub account
HST/OVAT/ITCs.

f) Please confirm that London Hydro will stop recording in sub account 1592, HST/OVAT/ITCs from
May 1, 2013 onwards.

Response OEB 60

a) London Hydro confirms that it is seeking disposition for account 1592, sub account
HST/OVAT/ITCs with respect to amounts accumulated during the audited years ended December
2010 and December 2011.

b) As requested, Table 1 below has been provided to indicate the HST savings associated with
capital expenditures in a fashion similar to that set out in Question 4 of the December 2010 APH
FAQs:
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Table 1 - PST Savings on Capital Purchases

Pre-HST Purchases with PST Included in Assets

Asset Depreciation

July-Dec Jan-Dec Jan-Dec

2010 2011 2012 Total
2010 Purchases 25,635,800 15,919,000 15,919,000 15,919,000 47,757,000
2011 Purchases 25,635,800 15,919,000 15,919,000 31,838,000
2012 Purchases 25,635,800 15,919,000 15,919,000
Total Depreciation Expense (A) 15,919,000 31,838,000 47,757,000 95,514,000

Post HST Purchases with Input Tax Credit excluded from Assets

2010 Purchases 25,571,441 15,916,973 15,914,945 15,914,945 47,746,863
2011 Purchases 24,861,196 15,894,600 15,870,200 31,764,800
2012 Purchases 25,635,800 15,891,754 15,891,754

Total Depreciation Expense (B) 15,916,973 31,809,545 47,676,899 95,403,417

Total Capital Items PST Savings (A-B) $ 2,027 $ 28455 $ 80,101 $ 110,583

Also as requested, Table 2 below has been provided to indicate the HST savings associated with
OM&A costs and capital expenditures in a fashion similar to that set out in Question 4 of the
December 2010 APH FAQs:

Table 2 - Summary of PST Savings from 2009 Historical Year Analysis

July-Dec Jan-Dec Jan-Dec
2010 2011 2012 Total
2009 Historic Year PST Analysis:
OMZ&A Expenses PST Savings 113,537 227,073 227,073 567,683
Capital Items PST Savings (Table 1) 2,027 28,455 80,101 110,583
Total Annual PST Savings 115,564 255,528 307,174 678,266
Monthly PST Savings $ 19,261 $21,294 $25,598 $22,609

Please note that since 2013 is London Hydro’s year for rebasing, there is no PST savings

associated with the period January 1, 2013 to December 31, 2013.
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c) Answer 4 of the December 2010 APH FAQs discusses the options available for calculating the

d)

e)

f)

PST savings post July 1, 2010 and indicates that:

“Any alternative method to determine and record incremental ITCs must yield similar
results so that there is no material difference between results from the alternative method
and the amounts that would be derived from a transactional analysis. The Board
established the deferral account to facilitate capturing the savings derived from the
implementation of the HST so they can be passed to the distributor’s customers in due

course.

An alternative method suggested below provides a simplified approach that should also
provide administrative cost saving opportunities. This alternative method requires a
distributor to complete a detailed one-time analysis of its most recent historic year (prior to
implementation of HST). This analysis of the 2009 historic year (i.e., first complete year
prior to implementation of the HST) would identify the PST included in OM&A costs and
capital spending that would be removed by the elimination of the PST and would be eligible

to receive incremental ITCs effective July 1, 2010 under the Excise Tax Act.”

In order to save administrative costs, London Hydro chose to follow the simplified approach
provided in answer 4 of the December 2010 APH FAQs in that a detailed one-time analysis was
performed using 2009 actual transactional data. This analysis served to identify the amount of
PST embedded in 2009 spending so as to provide a basis on which to extrapolate the implicit
annual PST savings from July 1, 2010 to December 31, 2012.

This analysis was compiled using actual transactions for 2009 and not based on any projections
or proxy. Accordingly, there are no differences between actual spending and the basis on which
the HST liability was derived.

Not applicable.

As requested, Appendix 2-T, Deferred PILs Account 1592 Balances, has been amended to
include the HST savings liability for the period July 1, 2010 to its last audited year December 31,

2011. Copy of the Appendix has been filed as amended excel spreadsheet.

London Hydro confirms that there will be no further entries to sub account 1592, HST/OVAT/ITCs

from May 1, 2013 onwards, with the exception of carrying charges.
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Question OEB 61

Reference: Exh 9, p. 44

Account 1595 (2009)has carrying charges of $286,860 (credit to customers), but appears to have no

principal balance.

a) Please describe the transactions and/or journal entries during 2011 that resulted in reducing the

principal balance to exactly $0, and that reduced the interest balance from ($530,575) to
($286,860).

b) Will there be transactions and/or interest recorded in this account in 2012?

Response OEB 61

a)

b)

Please refer to Table: Account 1595 —Regulatory Asset Recoveries/ Refunds on next page

for details as to transactions during 2011.

Transactions recorded in this subaccount during 2011 consists of:
- $1,691,012 principal refunded to customers
- $249,168 interest refunded to customers

- $5,453 interest applied on outstanding principal

The rate rider was in effect for the period of October 1, 2009 to April 30, 2011. London Hydro

has followed practice that recoveries will first be applied to principal balance.

There were billing adjustments for prior periods to customer accounts in the amount of
$1,057 during the first four months of 2012. The prior period adjustments are related to
billing period(s) prior to April 30, 2011.

There will be no further transactions or interest recorded in this sub-account.
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Table: Account 1595 —Regulatory Asset Recoveries/ Refunds

Interest Earned
on Outstanding

Account 1595 - Regulatory Asset Principal Sept Interest To Principal Balance
Recoveries/Refunds Total 30, 2009 Sept 30, 2009 After Sept 30, 2009
Balances at December 31, 2010 $ (2,221,586) $ (1,691,012) $ (490,487) $ (40,088)
Recoweries/Refunds Jan 1 to Dec 31, 2011 $ 1,940,180 $ 1,691,012 $ 249,168

Interest Jan 1 to Dec 31, 2011 $ (5,453) $ (5,453)
Balances at December 31, 2011 $ (286,860) $ 0% (241,319) $ (45,541)

Recoweries/Refunds Jan 1 to Dec 31, 2012
(prior period billing adjustments) $ 1,057 $ 1,055 $ 1

Interest Jan 1 to Dec 31, 2012

Balances at December 31, 2012 $ (285,803) $ 0% (240,264) $ (45,539)
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Vulnerable Energy Consumers Coalition (VECC) Interrogatories Questions:

VECC - # 42
Reference: Exhibit 9, pg. 22, pg. 59

a)Please provide the stranded meter cost and show the calculation of the class balances for
recovery.

b) Please provide the average installed cost for pre-smart (thermal) meters for residential and GS
customers.

¢) Please comment on how the proposed methodology for the stranded meter cost disposition reflects
class cost causality.

d) Why was a one-year disposition period chosen rather than a two or three year period or a period
coinciding with the anticipated IRM period?

Response VECC - # 42

a) The historical gross asset value and the related accumulated amortization were recorded to the
1555 Smart Meter Capital and Recovery Offset Variance Sub-account Stranded Meter Costs in a
class-specific manner. The net sales proceeds received for recycling of the conventional meters
removed from service are also allocated in a class-specific manner. The adjustment for the
amount of depreciation in the approved 2009 distribution rates are allocated based on the net
book value in each class-specific stranded cost accounts.

Table 9-7 - 1555 Smart Meter Capital and Recovery Offset Variance Sub-account Stranded Meter Costs
— Net Book Value Details for Class-Specific Rate Rider Calculation

- Gross Asset Accumula}ted Proceeds Mst;ttrearmcjsgts Gross Asset Accunjula‘ted Proceeds Stranded
Costs - Amortization - from sale of NBV - Costs - Amortization -from sale of Meter Costs
Residential Residential scrap Residential GS<50 GS<50 scrap NBV - GS<50 Total

2009 258,576 (145,401) 113,175 14,132 (8,929) 5,203 118,378

2010 7,784,625 (4,706,244) (44,275) 3,034,106 287,668 (173,671) (1,538) 112,459 3,146,565

2011 1,292,555 (1,012,146) (9,980) 270,429 1,983,731 (1,401,966) (799) 580,966 851,395

2012 5,646 (4,201) (1,960) (515) 54,548 (43,605) (157) 10,786 10,271
YTD Net Book Value at December 31, 2012: $ 3,417,195 $ 709,414 |$ 4,126,609
Allocate adjustment based on NBV to rate classes: (805,339) (167,189) (972,528)
Net Book Value for Cost allocation and Rate Rider calcu $ 2,611,856 $ 542,225 |3$ 3,154,081
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GS < 50 Residential
| Year Cost - 1 Phase Cost - 3 Phase | |Cost -1 Phase Cost - 3 Phase
Average cost - Years 1980-1989 T 44.79" 273.75 44.79" 273.75
Average cost - Years 1990-1999 " 71.15" 350.95 71.15" 350.95
Average cost - Years 2000-2008 " 94.83" 402.27 94.83" 402.27

¢) The gross asset values and the associated accumulated amortization of the meters removed from

d)

Residential services and GS<50 services due to smart meter replacement were tracked
separately in 1555 Smart Meter Capital and Recovery Offset Variance Sub-account Stranded
Meter Costs. The net sale proceeds from disposition of the removed meters were allocated to
each billing class based on the number of meters removed from services of each billing class.
The adjustment for the amount of depreciation in the approved 2009 distribution rates are
allocated based on the net book value in each class-specific stranded cost account. The
stranded costs recorded in each account represent the pooled residual value of the removed
meters recoverable from each of the billing classes.

The above methodology is practical since the NBV of the stranded meter assets are known by
customer classes.

Reference: G-2011-0001 Smart Meter Funding and Cost Recovery — Final Disposition, issued
December 15, 2011

“... If a distributor has recorded the NBV of the stranded meters by customer class, it should
propose class-specific rate riders for each applicable class (Residential, GS<50 and any other
classes approved by the Board for smart meter deployment)...”

A one-year standard recovery period was chosen to have the sunset date of the Stranded Meter
Cost Rate Rider to coincide with the DVA Rate Rider. The originally proposed DVA Rate Riders
would have approximately offset the Stranded Meter Rate Rider with no significant bill impact to
the Residential and GS < 50 kW customers.
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VECC #43
Reference:OEB # 47 , Appendix B, Appendix C

a)Does the response to Board Staff IR #47 and Appendix B and C constitute London’s entire

application for LRAM and SSM recovery.

Response VECC #43

The entire application for LRAM recoveries consists of London Hydro’s response to Board staff IR# 39
and #47, as well as Appendix B and C. The Appendixes are identified as APPENDIX B: 2013 Lost
Revenue Adjustment Mechanism (“LRAM”) Recoveries Rate Application

Persistence of 2010 OPA CDM Programs (Response to Board Staff IR # 39: LRAM 2010 of Persistence
2010 OPA CDM Programs), and Appendix C: London Hydro 2013 LRAM for 2011 CDM Programs
Recoveries Rate Application (Response to Board Staff IR # 47: LRAMVA 2011 OPA CDM Programs).

London Hydro is not filing for SSM recoveries. London Hydro is applying to the Board for the approval to
recover 2011 and 2012 lost distribution revenues due to persistent 2010 CDM programs funded by the
OPA a LRAM amount of $266,877.56, including carrying costs. London Hydro is also seeking Board
approval for LRAM recoveries associated with 2011 OPA CDM Programs a LRAM amount of $176,092,
including carrying costs.

VECC #44

Reference: OEB IR # 47 Appendix B, pg. 204

a) Please clarify whether London Hydro retained a third-party to review its LRAM proposal for 2010 or
2011.

b) Do the tables at pages 206-208 constitute the entire OPA report on London Hydro’s CDM results?
If not, please file the source document from which these tables are extracted.
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Response VECC Q44:

a) Yes, London Hydro obtained third party validation for all data utilized in the LRAM application.

London Hydro has referenced Board’s Guidelines for Electricity Distributor Conservation and
Demand Management issued on March 28, 2008 (the “CDM Guidelines”, EB-2008-0037), with
respect to verifications of program evaluation by the OPA (2010 and 2011). London Hydro is only
applying for LRAM associated with OPA programs, as reported by the OPA.

On pages 204 and 224 of the Response to Board staff Interrogatories the following statement is identified.

Third party Verification

Section 7.5 of the Board’s Guidelines requires that distributors should engage an
independent third party to review the program evaluations prepared for the purposes of
LRAM claims filed with the Board. The Guidelines state “This independent third party
review applies to LRAM and SSM claims made in relation to programs funded in 2007
and beyond”, but goes on to say “The Board would consider an evaluation by the OPA
or a third party designated by the OPA to be sufficient. For programs funded by the
OPA, it will be the role of the third party to:

* Verify the participation levels, and,

 Confirm that input assumptions are those used by the OPA*
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b) The tables located on pages 206-208 are only certain significant segments of the OPA Report

“OPA — 2006-2010 Final Annual CDM Results London Hydro Inc”. A copy of this report for
London is to be filed as an excel file onto the OEB web drawer with the title
LondonHydro_Copy_2006-2010_Final_OPA_CDM_20130204.

A copy of the entire OPA’s Final 2011 CDM Report for London, titled,

London_IRR BS_ Copy of
2011 Final_Annual_Report_Data CDM_OPAPrograms_xlsx_20130108

and referred to in OEB #20, had been filed on the OEB web drawer for London Hydro with link:

http://www.rds.ontarioenergyboard.ca/webdrawer/webdrawer.dll/webdrawer/search/rec&sm_udfl
0=EB-2012-0146&sortd1=rs_dateregistered&rows=200

Due to the amount of information and complexity of the OPA spreadsheets, London Hydro
decided to provide summarized information as the full document can be accessed on the OEB
web drawer by any interested party. Certain significant segments of the OPA Report can also be
found contained in Board Staff IR Questions Response Filing Appendix C: London Hydro 2013
LRAM for 2011 CDM Programs Recoveries Rate Application (Response to Board Staff IR # 47:
LRAMVA 2011 OPA CDM Programs) and Appendix B: 2013 Lost Revenue Adjustment
Mechanism (“LRAM”) Recoveries Rate Application- Persistence of 2010 OPA CDM Programs
(Response to Board Staff IR # 39: LRAM 2010 of Persistence 2010 OPA CDM Programs)
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VECC #45
Reference: OEB IR #47 Appendix B & C
Please provide a table for 2010 and 2011 CDM programs showing for each row:
i. Program Name
ii. Energy Efficiency Measure
iii. Rate Class
iv. Number of Units-Participation
v. Measure Life
vi. LRAM free Ridership rate (%)
vii. Annual Energy Saving — (kWh annual)

viii. Annual Peak Demand Savings (kW annual)

ix. Dollar value contribution to LRAM

Response VECC 045

London Hydro has obtained its LRAM information from OPA verified 2010 and 2011 CDM reports. Filed
in the OEB web drawer are excel spreadsheets reflecting most of the information as requested in VECC
IR 45. The 2010 spreadsheets, including requested table and calculations, can be referenced in OEB
web drawer and titled “LondonHydro_IRR_Excel_BdStafflRR39_20130108". In regards to 2011 OPA
CDM programs, spreadsheets and requested table and calculations can be referenced with file titled,
“LondonHydro_LRAMVA_2011_Bdstaff IR Q47_20130108".

Below are snapshots of the 2010 and 2011 tables:
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London Hydro LRAM Recovery for 2010 OPA CDM Programs

London Hydro Inc.
OPA CDM Program Load Impacts (2010)

2011 Data from OPA Verfied Restls -per link
htp:hvww.powerauthoriy.on.calevaluation measurement-and-verificationmeasures-assumptionsiss

"London Hydro is not requesting LRAM /SSM for Programs in 2006, 2007, and 2008. Programs in 2009 were also not included

London Hydro Inc.
EB-2012-0146/EB-2012-0380
Responses to Interrogatories
Exhibit 9 — Deferral and Variance Accounts

February 4, 2013

m m 0 00 TOTAL TOTAL
NET GROSS NET GROSS NET GROSS
Year
Program
Classl Program inpimented|  KWh K Wh | Ke KW K Wh | Kw | K] Kw | WA | ke
RESIDENTIAL
(Great Refigerator Roundup 000 L3300 0000 247L0000 350 1313000 QL0[ 24m000f  3B0) 2660000  4020] 4%2000f 7900
Cool Saings Rehte 000 | L2800  8LL0)| 28550000 L8X60 1228000 BLLO[| 285000f 1860 24560000  L6220] 570000f 36520
Every Kilowatt Counts Power Saings Event 200 30000 460f| L6000 1120 453,000 0| L0000 1200 %L 90 230000 240
Residental Total 3014000  L0SB0] | 6487000[ 23330 2900000 L080f| 64%5000( 23330 6013000 2060 12072000[ 46660
(General Service < 0KW
(OPA Energy Retrft Icentie Progam (ERP) 210 116358 A1 294 3 11638 D1 w8 4 me 4y meg 7T
High Perormance New Constructon 0 80000 380[| L8 550 G000 %680)| Ll%B00 500 LEOO|  760| 2306000 L0500
Paner Saings Bltz 20 [ 7485000 24300 | 7560000 24640 TR0 24300[) TSE0000[ 24640 14970000  AGTBOI L10000[ 49280
ultiFamily Energy Eficency Rebates 00 | L4000 10500 L6s9000] 1380 1,264,000 1060 L1630000f 1380 2488000 00| 3O0Of 260
Total General Service < 50kW 060438 20307) | 1067643 31664 068 2937]) W64 31664 19368716 58663| 1387 6337
General Service 50 KW to 4999 KW
(OPA Energy Retroft Icentive Program (ERIP) D0 | L3062 L3 | 2568564 406 1302642 BLA| 2508564 40§ 2605284 427 STl 8L3
Demand Response 1 200 0 00 0 00 0 00 0 00 0 00 0 00
Total General Senvice 50t 4399 kW 13062 BLY| 2568564 40§ 1302642 BLA| 2508564 40§ 268284 427 518l 813
Total Load Impacts from OPA programs MOLO00| 4222 1970000 5% 0] 1396000 42| 197300000  5040) 797000  8duf 304620000 11840
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Forgone Revenue by Program and Class
(2010 OPA Programs Only)

*London Hydro is not requesting LRAM /SSM for Programs in 2006, 2007, and 2008. Programsin 2009 were also not included

2011 2012 Total
Revenue
Year
Program Rate per Rate per

Class/ Program mplimented| Load Impact [kWh or kW]  Unit Revenue  |Load Impact{kWh or kW]  Unit Revenue

RESIDENTIAL

(Great Refrigerator Roundup 2010 13130000 kWh |$00142|$ 186460| 13130000 KWh |$00143[$ 18775.90|$ 3742050

Cool Savings Rebate 2010 12080000 kWh |$00142|$ 1743760 12080000 KWh |$00143[$  1756040|$  34,998.00

Every Kilowatt Counts Power Sauings Event 2010 430000 kWh |$0042{$ 671660 4580000 kWh |$00143|$  654940{$  13.266.00

Residential Total 3,014,000 $ 42798801 2,999,000 §  L8HI0|$ 8568450

General Service < 50 kW

OPA Energy Retrofit Incetive Program (ERIP) | 2010 11635 kwh [$00091($ 105886 116358 kwh [$0.002($  107049(§ 21293

High Performance New Construction 2000 8300000 KWh {$0009L($ 763490 8300000 KWh |$00092($ 771880|$ 1535370

Power Saings Blitz 2010 74850000 kWh |$0009L(§ 6811350 74850000 KkWh |$00092|$ 6886200($ 136,975.50

MultiFamily Energy Eficency Rebates 2000 12440000 kWh |$00001|$ 1132040 12440000 KWh |$00092($ 1144480|$  22,765.20

Total General Service < 50 kW 9,684,358 $ 88127.66| 9,684,358 $ 890%.09|$ 17722375

General Service 50kW to 4,999 kW

OPA Energy RetrofitIncetive Program (ERIP) BL3 KW |$LeeL{$  3n0 81 kW [$1623)8 IS il

Demand Response 1 2010 0f kW |$1608L($ - of kw |$16223($ -8

Total General Service 50t0 4,399 kW 231 $ 31201 231 $ 3018 147,31

Total Forgone Revenue OPA programs 12,698,589 $ 130,29847( 12,683,589 $ 130357.00|$ 26365556
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London Hydro LRAM Recovery for 2011 OPA CDM Programs

London Hydro Inc.

(OPA CDM Program Load Impacts (2011) 2011 Data from OPA Verfied Results
see Tab 1- OPA CDM Savings
*London Hydro is not requesting LRAM ISSM for Programs in 2006, 2007, and 2008. Programs in 2009 were also not included
ik pAik} 00 00 TOTAL TOTAL
NET GROSS NET GROSS NET GROSS
Year Program
Class/ Program mpimented | KWh Kw kWh K KWh Kw KWh Kw kWh Kw KWh Kw
RESIDENTIAL
Appliance Retirement 00 | L0260 - 1670[| L%7720[ 300 1,002,610 1670 24700000 350] 20052000 40| 44%70| 7450
Appliance Exchange pli} X1 A N ] A0 15910 20 285000 18260 31820 0 2885810 18500
HVAC Incentives 000 | 1901868 L0820( [ 3173112 17390 1000868 L0520)| 1159000  1120] 3803736 21040 4332112 18510
Consenative Instant Coupon Booklet PN 512,644 Q00 46507 plll 512,644 S20(( 11590000 11200 1,025,288 B40] 16241071 1400
Bi-Annual Retallr Event i} 252 60| T3S 410 802,521 460]] 11590000  1120) 1605042 Q201 183517 1530
Residential Total 4236553 13090 [ 6371382 2180 403553 L3090]| 88030000  2570[ 847006  26180) 15174382 47300
(General Senvice < 50kW
OPA Energy Retroft Incentve Program (ERIP) 000 Torote[ Ll 139001 1876 197576 UL [ 139007)  1676) L5951 2229) 2658033 372
High Performance New Construction* 2010 865005 1690[ [ 173L809] 3370 865,905 1690)| 1731809  370] L73L8I0[ 30| 3463618 6740
Eficiency Equipment Replacement PN 49335 %|| 65780 130 493355 %|| 67805 1296 %670  1906] L3BGl| 2991
Direct nstal Lihting pi| W99 560 157160 520 145,99 BO[[ LlogooOf SB[ 20188 440 135160 57
Demand Response 3 plii 9012 M0 10 6820 0 00 0 00f 19012] 4500 1901 6420
Total General Semvice < S0kW 230,111 I I 2,300,765 M| 49166300 L1792 4645400 16604 BRLLA 25074
(General Service 50kW to 4,999 kW
(OPA Energy Retroft Icentve Program (ERIP) 00 | 8989 L2u76(| 14878502 21004 892895 LAT6|| 14878502 21004 7857910  24%.] 20757005 42008
Eficiency Equipment Replacement 000 | 558112 L0667 [ 7364206 14504 55081101 LOG6T)| 7364206  L4504) 1004634 21334 14728412 29009
Demand Response 3 n 15404 203100 15454 2530 0 00 0 00 125454 00| 125454 04
Total General Service 5010 4999 kW 1577980 44513 | 22368163 6,067 JLYLIAN 23U | 222407090 35508 20,029,08]  4628.6] 44610871 71008
Total Load Impacts from OPA programs 113491 667T| | 6| 9617 2099045 1367 | %6230 787 L1536 8,907| 68596086 14368
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*London Hydro is not requesting LRAM /SSM for Programs in 2006, 2007, and 2008. Programsin 2009 were also not included

London Hydro Inc.
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February 4, 2013

2011 2012 Total
Revenue

Year

Program Rate per Rate per
Class/ Program Implimented| Load Impact [kKWh or kW [ Unit Revenue  [Load Impact|kWh or kW] Unit Revenue
RESIDENTIAL
Appliance Retirement 11 1002610( kwh [$00142($ 1423706 100260] KWh |$00143|$ 14337.32|$ 2857439
Appliance Exchange 1 5590 kWh |$ 0042|8259 1590 kwh |$00143({§ 2751|8483
HVAC Incentives 11 1901868 kwh [$0.0142{$ 27,00653| 1901868 KWh |$00143|$ 2719%71|$ 54,2034
Consenvative Instant Coupon Booklet 11 2644l kWho |$00142($ 721954 512644 kwh [$00143($ 7330818 14610.3
Bi-Annual Retailer Event 11 802521 kWh |$0.0142($ 1139580 802521 kwh [$00143|$ 1L47605)$  2287L8
Residential Total 4235553 $  6014485] 423555 $  6056841[8 12071326
General Service < 50kW
OPA Energy Retrofit Incentive Program (ERIP) | 2010 197576)  kWho|$00001($ 725794 - 797576( kwh [$00092(§ 73376918 1459563
High Performance New Construction* 2000 865,905| kWh |$0.0001($ 787974  865005f kwh [$00092($  7966.33|$  15846.06
Efficiency Equipment Replacement 00 493355( KWh [$00091|$  448953| 493355 kWh [$00092($  45387[§ 902840
Direct Install Lighting 01 14599 KWNh ]S 0009L|S  1327.95| 145929 kWh [$00092($  L134255(§ 267050
Demand Response 3 1 19012] kWwh |$0009L|$ 17301 0 kwh |$00092|$ $ 1m0

01 0 Kwh [$0009|$ 0 KWh [$00092|$ $
Total General Service < 50 kW 23,111 $ 21817 2300765 § 2018545 4231360
General Service 50 kW to 4,999 kw
OPA Energy Retrofit Incentive Program (ERIP) | 2010 L2476 KW |$ 160818  2,006.20 148 kwo|$ 162318 2023928 403012
Efficiency Equipment Replacement 1 1067 kW |$1608L{§ 171539 1067) kW |$ 1622318 173053|$ 344592
Demand Response 3 011 2131 kw o [$L608L[S 343651 0 kw |$1623|$ $ 34351
Total General Service 50to 4,999 kW 4451 $ 715810 2314 § 37445[8 1091255
Total Forgone Revenue OPA programs 6,561,781 § 843112 6540632 $  8550830(8 17393042
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London Hydro has relied on OPA verified CDM Program evaluation reports. In review of these reports

the Applicant has been unable to identify data related Energy Efficiency Measure, Measure Life, and
LRAM free Ridership rate (%) in either of the OPA reports.
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Energy Probe (EP) Interrogatories Questions:

EP - 30

Ref:

Exhibit 9, Table 9-6 Stranded Meters

a)Please provide the numbers of meters replaced and Gross asset value by type (single and 3-
phase) by class Residential GS<50 kw and Other, for the period 2009-2012.

b) Please breakdown Table 9-6 by class showing gross and net amounts for recovery.

Response —

EP -30

a) The number of meters replaced by year and by class:

Residential GS <50 Total
Year 1 Phase 3 Phase Total 1 Phase 3 Phase Total Replaced meters
r
2009 6,035 - 6,035 348 - 348 6,383
r r r
2010 113,340 6,759 120,099 3,762 274 4,036 124,135
r r
2011 399 4,289 4,688 348 5,957 6,305 10,993
r r 4
2012 33 8 41 29 45 74 115
Total 119,807 11,056 130,863 4,487 6,276 10,763 141,626
Gross Asset Value of stranded meters by year and by class:
Residential GS <50 Total
Year 1 Phase 3 Phase Total 1 Phase 3 Phase Total Gross Asset Value
r
2009 258,576 - 258,576 14,132 - 14,132 272,708
r r r
2010 5,708,899 2,075,727 7,784,626 201,967 85,700 287,667 8,072,293
r r r r
2011 22,214 1,270,341 1,292,555 21,529 1,962,202 1,983,732 3,276,286
r r r r
2012 1,635 4,011 5,646 2,037 52,512 54,549 60,195
Total $ 50991,323 $ 3,350,079 $ 9,341,402 ($ 239,666 $ 2,100,414 $ 2,340,080 | $ 11,681,482
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b) Breakdown of Table 9-6 by class showing gross and net amounts for recovery:

Stranded Meter Costs by Residential Class

Gross Asset Value Accumulated Coptributed Proceeds on Residual Net Book
Year for Recovery Amortization Cap|ta! (N?t of Net Asset Disposition Value
Amortization)
") (B) © DO)=A-B)-©) (] P=0-F®)

2006 $ - $ -

2007 $ $

2008 $ - $ -

2009 $ 258,576 | $ 145,401 $ 113,175 $ 113,175

2010 $ 7,784,625 | $ 4,864,614 $ 2,920,011 | $ 44,275 | $ 2,875,736

2011 $ 1,292,555 | $ 1,322,127 $ 29,572 | $ 9,980 |-$ 39,552

2012 $ 5,646 | $ 341,189 $ 335,543 | $ 1,960 |-$ 337,503
YTD at Dec 31, 2012 $ 9,341,402 $ 6,673,331 $ - $ 2,668,071 $ 56,215 $ 2,611,856

Stranded Meter Costs by General Service less than 50 kW Class

Contributed .
Year Gross Asset Value Accum.ma.led Capital (Net of Net Asset Pr'oceet.i.s on Residual Net Book
Amortization L Disposition Value
Amortization)
A) (B) © BO)=MA-B)-© (5] B=0)-F

2006 $ - $ -

2007 $ $

2008 $ - $ -

2009 $ 14,132 | $ 8,929 $ 5,203 $ 5,203

2010 $ 287,668 | $ 206,549 $ 81,119 | $ 1,538 | $ 79,581

2011 $ 1,983,731 [ $ 1,466,318 $ 517,413 | $ 799 [ $ 516,614

2012 $ 54,548 | $ 113,564 -$ 59,016 | $ 157 |-$ 59,173
YTD at Dec 31, 2012 $ 2,340,079 $ 1,795,360 $ $ 544,719 $ 2,494 $ 542,225
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EP-31
Ref: Exhibit 9, Table 9-8
a) Please provide the calculations to derive the SM recovery rate riders in the table.

b) Reconcile to the response to the prior Interrogatory.

Response - EP-31

a) The rate rider is one month worth of the residual net book value of the stranded costs per
customer by customer class.

The billing determinant for the Stranded Meter Rate Rider (SMRR) is the number of customers,
as the stranded costs are invariant to the customer’s demand or consumption.

Billing Parameter Proposed Rate
(Number of Residual NBV per  Riders - May 1/13 to
Customer Class Customers) Customer Class Apr 30/14
Residential 138,004 $ 2,611,856 % 1.58
General Service <50 kW 11,970 $ 542,225 $ 3.77
149974 $ 3,154,081

b) The SMRR in place for a 1-year period billed as a monthly charge will total to approximately the
residual NBV of the stranded asset.

Proposed Rate -

Rate Class Pa?elxll:;er May 1/13 to Apr ~ Reconcilation
30/14

Residential 138,004 $ 158 $ 2,616,553

General Service < 50 kW 11,970 $ 377 $ 541,523

$ 3,158,076
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APPENDIX D — RSVA Commodity Variance Accounts —
Unbilled Energy Calculation Review
1588 RSVA Power and RSVA Power Sub-account Global

Adjustment

(Response to Board Staff IR #52: Account 1588)

RSVA Commodity Variance Accounts — Unbilled Energy Calculation Review
1588 RSVA Power and RSVA Power Sub-account Global Adjustment background

information.
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During the 2012 year, it was identified that there may be an issue with the RRR reporting of the
RSVA Power and the RSVA Power Sub-account Global adjustment (“RSVA-GA”) unbilled
energy calculations due to the accruals utilized in the month end reporting process and as a result

an extensive review has taken place.
After the completion of this review it has been determined that the suspicion of the incorrect
reporting has been confirmed for the RSVA-GA balances although the RSVA Power balances

are determined to be correct.

Background process:

Cost of Power — power purchases from the IESO (wholesale kWh)

The IESO invoices the distributor the power consumed in the trade month. This invoice is
received after the month end, and is accrued into the respective trade month to reflect the
cost of power in the appropriate period.

The charges are for the current trade month consumption (wholesale purchases) at current
trade month prices (charge types 101, 148), adjusted with the RPP settlement amount
(charge type 142) for the trade month. The RPP settlement amount is calculated and

submitted by the distributor to the IESO before the invoice is issued.

The formula to calculate RPP settlement amount:
Current trade month usage RPP portion kWh * (SRPP/kWh — ($HOEP/kWh + $GA/kWh)

r

Cost of Power for trade month 000
Energy Charge type 101 S 10,800
Global Adjustment CT 148 S 11,400
RPP Settlement CT 142 S 300
S 22,500
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1588 RSVA Power — Sub-account Global Adjustment:

The Power Sub-account Global Adjustment account is used to record the difference between
the global adjustment amount billed to non-RPP consumers and the global adjustment charge to

London Hydro for non-RPP consumers.

Since this account is applicable to non-RPP customers only, it should be cleared to non-RPP

customers only.

What is the RSVA Power sub-account Global Adjustment consists of?

Historically, here is an example of the entries that would be recorded surrounding the RSVA GA

account. Example:

($000)
during month Amounts billed to customers (6,700)
GA billed to Non-RPP customers only (6,700)
during month Total payments to IESO 5,900
Paid IESO invoice - GA (charge types 146,147,148) 10,800
Fixed price adjustment: RPP kWh * $SGA/kWh (4,900)
Interest 2 2
last day of month Unbilled energy accrued (4,600) |
Non-RPP customers (unbilled kWh * $GA/kWh) (4,600)
last day of month Accrued unpaid IESO invoice for trade month 6,200
Unpaid IESO invoice - GA (charge types 146,147,148) 11,400
Fixed price adjustment: RPP kWh * $GA/kWh (5,200)
last day of month Fixed price energy credits on unbilled (5,200)
Fixed price adjustment: RPP kWh * SGA/kWh (5,200)
— These accruals net to zero
first day of next month Reversing Accrual of Unbilled Energy for prior month 4,600 after reversal
Non-RPP customers (unbilled kWh * $GA/kWh) 4,600
first day of next month Reversing accrual for Unpaid IESO invoice (6,200)
Global Adjustment (charge types 146,147,148) (11,400)
Fixed price adjustment: RPP kWh * $GA/kWh 5,200
first day of next month Reversing prior month Fixed price energy credits on unbilled 5,200
Fixed price adjustment: RPP kWh * $SGA/kWh 5,200 B

London Hydro utilizes a prorated/accrual method to determine the unbilled quantities in the
RSVA-GA calculation and therefore there is no outstanding portion to be submitted in future
periods, (other than minor true-ups for prior periods). Therefore, the historical accrual using the
unbilled kWh for global adjustment credit is not required (this is the accrual highlighted in red

booked on the last day of the month in the above example).
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Initially, the forward method was utilized by London Hydro in the calculation of the global
adjustment fixed price credits, but the accrual method was implemented during 2010. From the
implementation in 2010 forward the accrual entry based unbilled quantities should have no

longer been recorded.

The disposition resulting from the 2012 IRM proceedings (EB-2012-0181) included the accrual
for $3,802,961 credit. This was accrued in error and therefore the Global Adjustment Rate

Rider currently in place is misaligned.

The disposition amount was: $1,291,157 credit plus carrying charges to April
30, 2012
The disposition amount should have been: $2,511,804 debit plus carrying charges to April
30, 2012

Adjustment required to-realign this disposition: $3,802,961 debit plus carrying charges
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1588 RSVA Power (excluding Global Adjustment):

The RSVA Power account is designed to capture variances due to billing timing differences,
price and quantity differences, and line loss differences. The power variance should be

cleared to all customers.

What is the RSVA Power Account consists of? Example

during month Amounts billed to customers (17,000)
Energy billed to Non-RPP customers (6,000)
Energy billed to RPP customers (11,000)
during month Total payments to IESO (previous trade month invoice) 18,200
Paid IESO invoice - energy (charge type 101) 12,800
Fixed price adjustment: RPP kWh * (SRPP/kWh - SHOEP/kWh) 5,400
Interest (10) (10)
last day of month Accrue Unbilled Energy for trade month (15,100) B
Non-RPP customers unbilled kWh * SHOEP/kWh (5,060)
RPP customers unbilled kWh * SRPP/kWh (10,040)
last day of month Accrue Unpaid IESO Invoice for trade month 16,300
Energy (charge type 101) 10,800
Fixed price adjustment: RPP kWh * (SRPP/kWh - SHOEP/kWh) 5,500
last day of month Fixed price energy credits on unbilled
Fixed price adjustment: RPP kWh * (SRPP/kWh - SHOEP/kWh) 5,500 5,500
L These accruals net to zero
first day of next month Reversing Accrual of Unbilled Energy from prior month 15,100 after reversal
Non-RPP customers (unbilled kWh * SHOEP/kWh) 5,060
RPP customers (unbilled kWh * SRPP/kWh) 10,040
first day of next month Reversing accrual for Unpaid IESO invoice (16,300)
Energy (charge type 101) (10,800)
Fixed price adjustment: RPP kWh * (SRPP/kWh - SHOEP/kWh) (5,500)
first day of next month Reversing prior month Fixed price energy credits on unbilled (5,500)
Fixed price adjustment: RPP kWh * (SRPP/kWh - SHOEP/kWh) (5,500) _J

London Hydro has utilized the forward based methodology since the commencement of Form
1598. As aresult of the forward methodology, there are amounts which have yet to be billed by

the IESO for power consumed for fixed price customers.

The above illustration shows the accrued unpaid IESO invoice for the trade month including the

fixed price debits applicable to RPP billings calculated on a forward basis. That is:

billed RPP kWh * (SRPP/kWh - $SHOEP/KWh)
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The unbilled portion of the energy price variance is added to the IESO invoice in the following

period. The accrual entry for this amount is calculated using the formula of:

unbilled RPP kWh * ($RPP/KWh - $HOEP/KWh)

Based on the illustration above and after the completion of the comprehensive review, the
accrual entry for the fixed price debits within 1588 RSVA Power account is required for the
unbilled portion of energy to arrive at the same month-end results as the accrual method. The

journal entries are:

dr 4705 Power Purchased $5,400
cr 2205 Accounts Payable — Due to IESO ($5,400)

Fixed price energy debit/credit on unbilled amounts

dr 1588 RSVA Power $5,400
cr 4705 Power Purchased ($5,400)

Close off power purchase to RSVA Account

The accrual entry estimates the amount to be submitted in the subsequent month for the usage
within current trade month from 1588 RSVA Power account to Accounts Payable due to the
IESO. This is a consequential result of employing the forward based method in calculating the
RPP energy price variance.

All prior year RSVA Power reported balances up until the end of 2011 are correct including the
balance disposed with the 2012 IRM proceedings (EB-2012-0181). No realignment is required
for the Rate Rider including the RSVA Power disposition.
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1588 RSVA Power Account recalculated

1588 RSVA Power Sub-Account Global Adjustment recalculated

1588 RSVA Power (excluding Global Adjustment) as filed and reconciled to RRR2.1.7

Account 1589 Board
Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Debits Accruals Disposition Balance RRR 2.1.7 Variance
2008 Year-end accrual for Fixed
Price Credit reversing in 2009 1,187,000 1,187,000
Year 2009 (3,015,389) (66,735) (3,908,474) 2,269,300 (1,639,174) 3,040,110 (1,681,188) (1,681,188) (0) Note 1.
Year 2010 (1,681,188) (44,119) (390,197) 349,800 (40,397) - (1,765,703) (1,765,703) 0 Note2.
Year 2011 (1,765,703) (111,746) (4,479,632) 2,266,500 (2,213,132) - (4,090,581) (4,090,581) (0)
(222,600) (8,778,302) 6,072,600 (2,705,702) 3,040,110

Note 1: Disposition set out in the Board's Decision in London Hydro's 2009 COS Application (EB-2008-0235) for the period of Oct 1, 2009 to April 30, 2011.
Note 2: Disposition set out in the Board’s Decision in London Hydro's 2012 IRM Application (EB-2011-0181) for the period of May 1, 2012 to April 30, 2014.

1588 RSVA Power (excluding Global Adjustment) recalculated with the amount for fixed price debit due to the IESO

Account 1589 Board

Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Debits Accruals Disposition Balance
2008 Year-end accrual for Fixed
Price Credit reversing in 2009 1,187,000 1,187,000
Year 2009 (3,015,389) (66,735) (3,908,474) 2,269,300 (1,639,174) 3,040,110 (1,681,188)
Year 2010 (1,681,188) (44,119) (390,197) 349,800 (40,397) - (1,765,703)
Year 2011 (1,765,703) (111,746) (4,479,632) 2,266,500 (2,213,132) - (4,090,581)

(222,600) (8,778,302) 6,072,600 (2,705,702) 3,040,110

The above table illustrates the fixed price debits for the unbilled portion of energy price differences due to the IESO using the fow ard method. The entry for the
"fixed price debits" is the value of this outstanding liability. This liability is allocated to 2205 Accounts Payable Due to the IESO account from 1588 RSVA Pow er.

The total actual paid/invoiced transactions, including carrying charges on paid/billed principal, are the same for over the years.

Page 75 of 76



London Hydro Inc.
EB-2012-0146/EB-2012-0380
Responses to Interrogatories

Exhibit 9 — Deferral and Variance Accounts

1588 RSVA Power Sub-account Global Adjustment as filed and reconciled to RRR2.1.7

February 4, 2013

Account 1589 Board
Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Credits Accruals Disposition Balance RRR2.1.7 Variance
No fixed price credit accrued in Year 2008 - -
Year 2009 1,982,029 8,365 5,408,166 (4,262,161) 1,146,005 (2,001,899) 1,134,500 1,134,500 0 Note 1.
Year 2010 1,134,500 (2,644) (2,882,212) 459,200 (2,423,013) - (1,291,157) (1,291,157) 0 Note2.
Year 2011 (1,291,157) 41,830 662,392 (1,998,139) (1,335,747) - (2,585,074) (2,585,074) 0)
47,551 3,188,345 (5,801,100) (2,612,755) (2,001,899)

Note 1: Disposition set out in the Board’s Decision in London Hydro’s 2009 COS Application (EB-2008-0235) for the period of Oct 1, 2009 to April 30, 2011.
Note 2: Disposition set out in the Board’s Decision in London Hydro's 2012 IRM Application (EB-2011-0181) for the period of May 1, 2012 to April 30, 2014.

1588 RSVA Power Sub-account Global Adjustment recalculated with eliminating the amount for fixed price credit accrued in error after the accrual method is implemented

Account 1589 Board

Opening Carrying Fixed Price Total Net Approved Closing
Year Balance Charges Net Accruals Credits Accruals Disposition Balance
No fixed price credit accrued in Year 2008 - -
Year 2009 1,982,029 8,365 5,408,166 (4,262,161) 1,146,005 (2,001,899) 1,134,500
Year 2010 1,134,500 (2,644) (2,882,212) 4,262,161 1,379,948 N 2,511,804
Year 2011 2,511,804 41,830 662,392 - 662,392 - 3,216,026

47,551 3,188,345 - 3,188,345 (2,001,899)

The above tables illustrate after the last reversal of the fixed price debits/credits in 2012, the closing balance of the account is the same as if the fixed price
debits/credits w ere accrued only for the time period the forw ard methodology w as employed.
The total transactions, including carrying charges on paid/billed principal, are the same for over the years.

Respectfully Submitted
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