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January 16, 2020

Christine E. Long

Registrar

Ontario Energy Board

2300 Yonge Street, 27th Floor
Toronto ON M4P 1E4

Dear Ms. Long:

Re: E.L.K. Energy Inc. EB-2019-0029 Application for 2020 Rates

In accordance with Procedural Order #1 issued on December 19, 2019, please find
attached OEB Staff interrogatories in the above proceeding. The applicant has been
copied on this filing.

E.L.K. Energy’s responses to interrogatories are due by January 30, 2020.

Any questions relating to this letter should be directed to Marc Abramovitz at

marc.abramovitz@oeb.ca or at 416-440-7690. The Board’s toll-free number is 1-888-
632-6273.

Yours truly,
Original Signed By

Marc Abramovitz
Incentive Rate Setting & Regulatory Accounting

Encl.
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OEB Staff Interrogatories

Staff-1

Ref: Regulated Return on Equity (ROE) — 2018 Scorecard

Ref: https://www.oeb.ca/documents/scorecard/2018/Scorecard%20-
%20E.L.K.%20Enerqy%20Inc..pdf

Ref: RRR Filing, Form 2.1.5.6, Submitted on July 5, 2019

On September 29, 2019, the OEB published E.L.K. Energy’s Scorecard on its website.
The scorecard indicates a deemed ROE of 8.78% and an achieved ROE of 16.17%.
The achieved ROE represents 739 basis points above the target ROE that was the
basis upon which rates were established.

Furthermore, in E.L.K. Energy’s RRR Filing (Form 2.1.5.6), E.L.K. Energy submitted
that it had achieved an ROE of $743,531 for the 2018 year. This is $321,967 greater
than E.L.K. Energy’s deemed ROE as approved in its last cost of service application.
E.L.K. Energy notes that approximately $188K of the achieved ROE is in relation to less
spending in legal and regulatory costs (vs 2017), $160K related to an operational review
and an asset management assessment that did not materialize in 2018.

a) Please elaborate on the nature of the operational review and asset management
assessment.

b) Are the operational review and asset management assessment completed on an
annual basis?

c) Excluding those listed above, are there any other cost drivers associated with the
increase in ROE. If so, please specify and quantify the nature of the cost drivers.

d) For complete the following table for all drivers associated with the over-earnings
in 2018.

Driver Ongoing/One- | 2017 2017 2018 2019 2020
Time Costs? | OEB Actual | Actual | Actual | Actual
Approved

Legal Costs

Regulatory
Costs

Operational
Review

Asset
Management
Assessment

Etc.
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e) Please indicate if any of the drivers are expected to persist into2021.
f) Please explain why E.L.K. Energy feels it is reasonable to apply for an increase

to its base rates given the over-earnings in 2018.

Staff-2

Ref: IRM Rate Generator, Sheet 3 — Continuity Schedule

a) Confirm that the residual balance in Account 1595 for the 2016 year will be

written-off by E.L.K. Energy given that the account was disposed of on a final
basis in last year’s application.

b) For 2018, please remove the CBR Class B amounts from row 23 and enter them

into sub-account CBR Class B (row 25).

Staff-3

Ref: IRM Rate Generator, Sheet 6 — Class A consumption, Rows 30 - 32

For completeness, please enter the Class A and/or Class B consumptions for the 2015,
2016 and 2018 year.

Staff-4

Re: IRM Rate Generator Model

Staff has made the following changes to your model.

Sheet 3 — In cells BM23 and BN23, Staff has segregated the amounts related to
CBR Class B and placed them into cells BM25 and BN25. This is consistent with
E.L.K. Energy’s 2019 Decision and Rate Order.

Sheet 11 column L was updated for the OEB approved 2020 Hydro One Sub-
Transmission Rates.

Sheet 16, Price escalator was updated to 2%

Sheet 17, TOU pricing was updated for November 1, 2019 rates

Sheet 20, bill impacts, updated to include the 31.8% Ontario Electricity Rebate.

Please confirm the changes and that E.L.K. Energy is in agreement with the changes.
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Staff-5
Ref: Manager’s summary, part 6

On February 21, 2019, the OEB issued its letter entitled Accounting Guidance related to
Accounts 1588 Power, and 1589 RSVA Global Adjustment (GA) as well as the related
accounting guidance. The new accounting guidance is effective January 1, 2019 and is
to be implemented by August 31, 2019. Please confirm that E.L.K. has implemented the
new accounting guidance by August 31, 2019.

a) If not confirmed, please explain when E.L.K. will implement the new accounting
guidance and why has there been a delay.

b) Please confirm that the new accounting guidance was implemented retroactive to
January 1, 2019.

Staff-6
Ref: Manager’s summary, part 6

From the Addendum to Filing Requirements for Electricity Distribution Rate Applications
for 2020 Rate Applications, page 13 states that utilities that did not receive approval for
disposition of historical account 1588 and 1589 balances due to concerns noted should
apply the new accounting guidance to the historical balances and adjust the balances
as necessary, prior to requesting final disposition. Utilities should provide a detailed
discussion on any adjustments made, including the reason for an adjustment, how the
adjustment was quantified and the journal entries to adjust the balances.

a) Please indicate whether E.L.K. Energy applied the new accounting guidance to
the 2015 to 2018 historical balances not yet disposed on a final basis.

b) If yes, please discuss the results of the application of the new accounting
guidance including any adjustments made, reasons for the adjustments, how the
adjustments were quantified and the journal entries required to adjust the
balances.

c) If no, please discuss when the new accounting guidance will be applied to the
historical balances not yet disposed on a final basis.



