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EXHIBIT 2—RATE BASE

2.0 Energy Probe# 35

Ref: AMPCO #5 &
Exhibit 2, Tab 1, Appendix 2-B &
Exhibit 2, Tab 1, Schedule 3

a) Pleasereconcilethe statement that ELK owns onetransformer station as
indicated in the AMPCO response with the statement in Section 1.2 of the
Green Energy Act Plan that ELK distributes energy distributes power from
5 transformer stationswhich areall shown asbeing owned by Hydro One.

Response: Section 1.2 of the Green Energy Act Plan reads asfollows:

1.2 Current Situation
E.L.K. Energy distributes power from five transformer stations:

Belle River TS — Owned by Hydro One (HO)
Comber DS — Owned by Hydro One (HO)
Haycroft DS — Owned by Hydro One (HO)
Kingsville TS — Owned by Hydro One (HO)
Lauzon TS — Owned by Hydro One (HO)

E.L.K. Energy uses one station to further transform its distribution voltage
to the
4.16 kV level. The station is as follows:

Kingsville DS

E.L.K. continues to serve its customers through the five Hydro One owned
transformer stations. The Kingsville DS referred to in the GEA plan was
decommissioned in the third quarter of 2012 which means E.L.K. does not own
any transformer stations.



b) Pleaseindicate which account shown in Tables 2-18 (2011) and 2-20 (2012)
include the costs and accumulated depreciation of the transformer station
owned by ELK.

Response: It wasinstalled in 1975 and E.L.K believes the transformer station is
fully depreciated. The original capital cost and accumulated depreciation do not
appear in those tables.

c) Pleaseshow wherein Table 2-20 theremoval of thetransformer station
owned by ELK that was decommissioned in the Q3 of 2012 isreflected.

Response: Theremoval does not show in Table 2-20 since the asset is fully
depreciated.

d) What wasthe net book value of the transformer station owned by ELK when
it was decommissioned in the Q3 of 2012?

Response: The net book value of the transformer station owned by ELK is zero.

2.0 Energy Probe # 36

Ref: AMPCO #6 &
Exhibit 2, Tab 1, Schedule 3 &
SEC #/c

a) Doeseach of thetables shown in the interrogatory responseinclude
forecasted and actual capital contributions?

Response: Y es each of the tables shown in the interrogatory response include
forecasted and actual capital expenditures except for 2011 which is shown below
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= — Capital - Summary
( A Investing In our distribution system to ensune safe, rellable and afficlent defivery of slectricity.
- %E—‘_-K-

Energy e
2010 Budget 2010 Actual 2011 Budget 2011 Actusl 2012 Budget 2013 Budget 2014 Budget

Renawabls Connection Capital
Determral Acct 183 § = § ~ F - & - § 73000 % = §
Smar meter capital & recovery
pftsat vananca account 1555 § 1476000 § 1363370 3 120,000 5 (43,000) § 5000 % - 5
Smart meter 08 & A varance 1556 ] 55000 3 30624 3 47000 % 46368 § 55000 3 = 5
Palas, iowers & fidures 1630 ] 4000 3§ 106,000 5 21000 3 51,000 § 2000 % 35,000 5 81,000
COvertvead canductors & devices 1835 £ ME000 5 G000 F 145000 O 1BE000 5 47000 F 50,000 % 70,000
Undergound conducions &
devicas 184001845 % 133000 § IEB000 5 5000 3 253000 % 267000 % 155,000 § 144,000
Line transformers 1850 § 206000 § 108000 5 07000 3 BEOID § 3000 F 213000 § 255000
Saervices 1856 : 1 8,000 § 67000 3 3000 3 TOOND B 43000 3 48,000 % 63,000
Matars 1860 E 18000 §  (BEE00D) 5 52,000 § 4000 & 000 5 38,000 % 6,000
Land & land rights 10051908 % H 5 3 ] ]
Contributions & Grants (Cash
Qutlay) 1595 k3 - 08 - 0§ 160,000 § 182000 § 17000 §  B3000 §  ES000
Bullding & ftures 1508 3 124000 §  (202,0D0% § 65,000 3 3,000 % 14,500 5 3
Office aquipment 815 H 55000 § 2000 5 40000 3 3 2500 5 120000 3 5,000
Computer equiprment 1520 3 5000 § 4000 § 0000 3 3000 % 5000 § 21000 3
Computar softwars 1925 3 T000 § 1000 § 17.000 § 3 18000 § 1a000 §
Transporation equipmant 1930 3 anon § = % #9250 5 14000 3 #8250 § 110000 5 235000
Toaots, shop & garage 1940 3 25000 % 3000 ¥ 20000 8 1000 3 25000 % - 8
Total eapial expenditures S 2341000 §F 11340804 § 1142250 5 BEGI6E § 916250 § 892000 § 922000

b) Please confirm that for 2006 through 2009, the actual capital expenditures
shown in the AMPCO response correspond with the 'total capital additions
befor e capital contributions linein Table 2-7B in Exhibit 2, Tab 1, Schedule
3.

Response: Yesthey correspond. Due to rounding, there are some differences,
and the total cumulative difference for the four yearsisonly $2,158.

c) Pleaseexplain the difference between the $1,134,994 actual figure for 2010
shown in theinterrogatory response and the $844,745 shown in Table 2-7B in
Exhibit 2, Tab 1, Schedule 3 for 2010.

Energy Probe TCQsto E.L.K. Energy Inc. Page 3



Response: The smart meter capital and smart meter OM & A cost recorded in
accounts 1555 and 1556 are included in $1,134,994 actua figure. However, these
amount are not included in the $844,745 shown in Table 2-7B.

d) Pleaseexplain the difference between the $866,369 actual figure shown in
Appendix to SEC #7c for 2011 and thefigure of $671,975 shown in Table 2-
7B of Exhibit 2, Tab 1, Schedule 3.

Response: The $866,369 number includes $192,000 in contributions and grants
and the $671,975 does not. Thereisaso $3,000 included for smart metersin the
$866,369 which is not in the $671,975.

€) Please confirm that the budget figure of $1,242,250 shown in the
interrogatory response for 2011 is comparableto the actual figur e of
$671,975 shown in Table 2-7B in Exhibit 2, Tab 1, Schedule 3.

Response: The budget figure in the interrogatory response of $1,242,250 includes

amounts for accounts 1555 and 1556 which are not included in the actual
additions of $671,975 shown in Table 2-7B in Exhibit 2, Tab 1, Schedule 3.

2.0 Energy Probe # 37

Ref: AMPCO #9

DoesELK bill all of its customerson a monthly basis? If not, please indicate which
rate classes ar e billed monthly, bi-monthly, etc.

Response: Yesall electricity customers of E.L.K. are billed on amonthly basis.

2.0 Energy Probe# 38

Ref: Energy Probe#7

The answer provided was not complete. Please provide an updated Table 2-2 that
reflects either actual datafor all of 2012 or data for the most recent year-to-data
information available for 2012, along with estimatesfor the remaining months of
2012.

Response: E.L.K. isunable to provide areasonable and compl ete estimate for the
purposes of updating Table 2.2 as monthly closes are not completed until the annual
financial statements are finalized as part of the annual audit.

2.0 Energy Probe # 39

Ref: Energy Probe#8 &
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Exhibit 2, Tab 1, Schedule 3

a) If ELK isunableto providetherequested information in part (a) for 2012 on
actual basisfor the most recent year-to-date infor mation available and an
estimate for theremainder of the year, please providethe actual capital
expenditures (including contributions and grants) for the most recent year -
to-date period for which thisinformation isavailable.

Response: Please see Table 2-7B in Exhibit 1, Tab 1, Schedule 3 for 2011 actuals which
isthe last year of actual data available

b) If ELK now isin aposition to provide an adequate responseto part (d) please
provideit. If unable, please provide a detailed explanation of why the
information is not available on a best estimate basis.

Response: E.L.K. isunable to provide areasonable and compl ete estimate as monthly
closes are not completed until the annual financial statements are finalized as part of the
annual audit. Although E.L.K. has data available for additions through the accounts
payable process, E.L.K. has yet to complete its inventory movements year end work for
the entire year, as well as verify the labour distribution. Aswell, there are accounts
payable that must still be processed from operations and this could account for a
significant amount. Assuch, E.L.K. does not feel areasonable and complete estimate
can be provided until after year-end work is complete estimated to be around the
beginning of March 2013.

¢) If ELK isunabletoprovidethetablesrequested in part (b) above, please

confirm the status at the end of 2012 of each of the following projects,
including cost and placement into service of the following projects shown in
Table 2-21 of Exhibit 2, Tab 1, Schedule 3:

i)  Cottam Conversion,

ii) Replace Transin Inventory,

iii) Other Misc.
For the Other Misc. category, please provide the actual capital expenditures
placed in service by theend of 2012 for each the accounts shown (1860, 1908,
1915, 1920, 1925, 1940).

Response: The Cottam conversion and Replacement of transformersin inventory are
fully completed and placed into service. With regards to other miscellaneous accounts,
E.L.K. isunableto provide a reasonable and compl ete estimate as monthly closes are not
completed until the annual financial statements are finalized as part of the annual audit.
Although E.L.K. has data available for additions through the accounts payable process,
E.L.K. has yet to complete its inventory movements year end work for the entire year, as
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well as verify the labour distribution. Aswell, there are accounts payabl e that must still
be processed from operations and this could account for a significant amount. As such,
E.L.K. does not fedl areasonable and complete estimate can be provided until after year-
end work is complete estimated to be around the beginning of March 2013. Therefore
ELK isunableto provide actual capital expenditures placed into service at the end of
2012 at thistime.

EXHIBIT 4—OPERATING COSTS

4.0 Energy Probe# 40

Ref:  Energy Probe#20

Theresponseto part (a) of the questionsisunresponsive. Please providethe
company's best current estimate of the OM & A expensesfor 2012 in the level of
detail asshown in Table4.1. If the company isstill unableto provide this
information, please provide the most recent year -to-date actual infor mation
availablefor 2012, along with the figuresfor the corresponding period in 2011 in the
same level of detail asin Table4.1.

Response: Please see Table 4.1 in Exhibit 4, Tab 1, Schedule 1 for 2011 actualswhichis
the last year of actual dataavailable

4.0 Energy Probe# 41

Ref: Energy Probe#21

Please providethe 6 months of actual datareferred toin the response for 2012 and
thefiguresfor the corresponding period in 2011 in the same level of detail as shown
in each of Tables4.10 through 4.14.

Response: E.L.K. isunableto provide a reasonable and compl ete estimate as monthly
closes are not completed until the annual financia statements are finalized as part of the
annua audit. Although E.L.K. has data available for additions through the accounts
payable process and some labour distribution, E.L.K. has yet to complete its inventory
movements year end work for the entire year, aswell as verify the labour distribution. As
well, there are accounts payable that must still be processed from operations and this
could account for asignificant amount. Assuch, E.L.K. does not feel areasonable and
compl ete estimate can be provided until after year-end work is complete estimated to be
around the beginning of March 2013.
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4.0 Energy Probe# 42

Ref: Energy Probe#25

Does ELK begin recording depreciation expense in the month that an asset is placed
into service, or isthe depreciation expense based on the half year ruleresulting in 6
months depreciation regar dless of when the asset is placed into servicein the
current year?

Response: E.L.K. can confirm that it uses the half year rule for calculation of

depreciation expense resulting in 6 months depreciation regardless of when the asset is
placed into servicein the current year.

4.0 Energy Probe# 43

Ref: Energy Probe#27 & #28

Please provide arevised CCA schedulefor 2012 that reflectsthe correctionsrelated
to transportation equipment in Energy Probe #27 brought forward to 2012, along
with the correction to computer equipment in Energy Probe #28.

Response: E.L.K. undertakesto provide this response by February 20, 2013.

4.0 Energy Probe# 44

Ref: EnWin #13

Did ELK employ any specialized staff to operate and maintain its one substation
beforeit wasremoved from service?

Response: No but E.L.K. did on occasion enlisted the services of a Station Maintenance
Contractor to complete some testing and maintenance.

4.0 Energy Probe # 45

Ref: Exhibit 4, Tab 2, Schedule 6

Please update Table 4.26 to reflect the actual number of FTEsand costsfor 2012. If
actual dataisnot availablefor all thelineitems, please provide a tablethat reflects
the actual data that isavailable.
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Response: Pleaserefer to Table 4.26 in Exhibit 4, Tab 2, Schedule 6 for 2011 actual data
which isthe last year of actual data available.

EXHIBIT 5- COST OF CAPITAL AND RATE OF RETURN

5.0 Energy Probe# 46

Ref:  Energy Probe#29

Based on theresponsesto parts (d) and (e) isit correct to conclude that the amount
of the TD commer cial loan outstanding over 2012 was $6,316,214, based on an
interest cost of $134,914.33 divided by the interest rate of 2.136% ? If not, please
provide the aver age amount outstanding of thisloan and the calculations supporting
the amount.

Response: The average amount outstanding is $6M. From June 2011-June 2012 the
bal ance was $6,400,000 and from July 2012 to June 2013 the balance is $5,600,000. The
interest rate for June 2011-June 2012 was 2.35% and 2.136% thereafter.
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