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Maritime Electric Amendments to Rates & Elimination of 2™ Block Rate

Responses to Interrogatories Filed by
J. te Raa

Maritime Electric submitted a Supplemental Affidavit April 8, 2010 - | refer you to
Section 13. Has the April 14, 2010 meeting in Montreal and/or subsequent
meetings had any material impact on the submitted information related to this
hearing?

Response:

1.

As previously indicated in its original Application, (Section 9.1) and in the Affidavit
dated April 8, 2010 the Company has not made any provision, in its forecast of
energy related costs, for a potential energy deal between the Province of Prince
Edward Island and the Province of Quebec.

At this point in time Maritime Electric is not aware of any offer by the Province of
Quebec and has not modified its Application. If an energy purchase agreement
is reached between the two parties, the benefits will be passed through to
customers through the operation of the Energy Cost Adjustment Mechanism.

May 2010



Maritime Electric Amendments to Rates & Elimination of 2™ Block Rate

Responses to Interrogatories Filed by

J. te Raa
2. Please explain in layman’s terms the lack of correlation between dividend pay-
out growth and company growth. Specifically dividend pay-out has doubled over
four years while company growth is zero. | thought companies had to grow in
order to increase dividend pay-outs?
Response:
2 For a number of years the Company did not pay any dividends to its shareholder.

The reason for this was that the common equity component of its capital
structure was below the legislated minimum of 40%. This was caused by the fact
that under Price Cap Regulation (1994 - 2003) the Company’s rates were not
directly tied to its costs. During that period the price of purchased energy was
increasing at an accelerated pace. This resulted in Maritime Electric having to
finance these costs through debt, putting pressure on the common equity level in
the capital structure, and reducing the common equity component to a level
under the legislated minimum of 40%.

This prevented Maritime Electric from paying a divided to the shareholder during
that period because the Company was trying to return its common equity to a
level above the legislated minimum. With the return to traditional cost of service
regulation the Company has been able to maintain its common equity level
above the minimum requirement of 40% and thus has been able to pay
dividends. Historically the Company maintained a payout ratio of approximately
55% and is moving towards retuming to that level. As indicated in previous
evidence, the ability to pay dividends in an important factor in Standard & Poor’s
evaluation of the Company’s credit worthiness.

May 2010



Maritime Electric Amendments to Rates & Elimination of 2™ Block Rate

3.

Responses to Interrogatories Filed by
J. te Raa

Please explain why the reallocation of revenues related to the Second Block
Rate should cause an increase of $1,636,300 to the deferred ECAM account.

Response:

3.

Maritime Electric has filed, as part of its Application, a calculation of its 2010 and
2011 revenue requirement. The collection of the revenue requirement comes
from the various rate categories based upon the forecast energy sales in these

categories (first block and second block where applicable).

When the Company filed its Application, it assumed an effective date for rates of
April 1, 2010. Inherent in the assumption was the approval of rebasing the
ECAM plus the final phase in of the removal of the second block rate for
residential customers. In its Application, the Company was trying to continue
with the reduction of the deferred energy account on its Balance Sheet while
minimizing the effect on customers. In fact, the Application resulted in a forecast
small decrease in year over year annual energy costs for residential customers
using 650 kWh/month.

With the delay in the hearing until June and assuming an effective date of August
1, 2010 for revised rates, the Company modified its Application to try and retain a
similar rate impact for customers while recovering its 2010 revenue requirement
over a shorter period of time. The base rate for the ECAM was modified to
reflect the delay in implementation in 2010. Based on the operation of the ECAM

this resulted in an increase in the deferral account of $1.6 million.

May 2010



Maritime Electric Amendments to Rates & Elimination of 2™ Block Rate

Responses to Interrogatories Filed by
J.te Raa

Response:
4. See attached schedule (completed) as requested by Mr. te Raa.

May 2010
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