










EB-2008-0217

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c. 15, Sch. B as amended:
AND IN THE MATTER OF an Application by Wellington North Power Inc. EB-2008-0217, pursuant to section 78 of the Ontario Energy Board Act for an Order or Orders approving just and reasonable rates for the delivery of distribution of electricity.

Wellington North Power Inc.
Interrogatory Response
to

Vulnerable Energy Consumers Coalition (VECC) Interrogatory Requests
Application for 2009 3rd Generation Incentive Regulation Mechanism
EB-2008-0217
January 19, 2009
Question #1
Reference: WNPI, Manager’s Summary and 3GIRM Supplementary Model  

a) 
With respect to the Supplementary Model, Tab C1.1, please confirm that the values entered are not based on WNPI’s Cost Allocation Informational filing – as directed. 

Response:

Wellington North Power Inc. confirms the applicant provided the values to the assigned rate classes in the Supplementary Model, Tab C1.1, directly from our Board approved 2008 Rate Re-basing application as the origin of revenue and expenses. 

In order to follow the Board’s Decision and Order of August 11, 2008, Wellington North Power felt the use of Sheet O1 Revenue to Cost Ratios from the 2005 Cost Allocation Informational Filing would misrepresent 2008 approved amounts.

The directions provided in the Supplementary Model, Tab C1.1, are provided below;
“Purpose of this sheet:

This sheet may be completed by applicants required to make adjustment to revenue to cost ratios.  This sheet captures the allocation of costs to the affected rate classes.

Steps:

1. From the last rebasing identify the cost allocation study used.

2. Enter the original revenue and expenses to the assigned rate classes.

Note:

This sheet may be completed by applicants required to make revenue cost ratio adjustments. The completion of the revenue component is voluntary only and not used later in this module. If the applicant wishes not to complete this component of the workbook, they may file a supplementary calculation but must file all supporting documentation.”


b) 
With respect to Manager’s Summary page 8 and Tabs C3.1 & C4.1, WNPI has assigned all of the cost allocation adjustments to the variable charge for each customer class affected.  In WNPI’s 2008 Rate Order, the cost allocation adjustments were reflected in both the fixed and variable charges so as to maintain the fixed/variable split.  Please reconcile the 2009 approach with the Board’s prior Decision regarding 2008 rates.

Response:

Wellington North Power Inc. believes the Board’s direction made no mention of maintaining the fixed/variable split with respect to the directed cost allocation adjustments.  Upon reviewing the Decision and Order, we found no reference to the fixed/variable split in the table or the documentation found in the Revenue to Cost ratios Section at Page 27 of Wellington North Power Inc.’s Decision and Order dated Aug 11, 2008. The equal increments were to be achieved by equally dividing the remaining required increase in ratio over 2009 and 2010 as per Board’s direction below. 

“The Board accepts the Applicant’s proposed ratio of 51% in 2008 and expects the Applicant to achieve the remaining adjustment in equal increments in the years 2009 and 2010. The same line of reasoning applies to the Sentinel lights customer class. The Board is concerned by the continuing under contribution of the Sentinel lights customer. The rates for 2008 shall be set so that these ratios move by 50% toward the bottom of the Board’s target ranges. The Board expects the Applicant to achieve the remaining 50% move by equal increments in years 2009 and 2010. 
The Board finds that the increased allocation to, and hence increased revenues deriving from the Street lighting and Sentinel lights rate classes, may be applied by Wellington North to the other rate classes as it wishes.”

It is Wellington North Power Inc.’s understanding that the Board Decision and Order of August 11, 2008 directed the applicant to move the ratios to the bottom of the Board’s target range by adjusting the ratios by 50% in its 2008 rates and then to achieve the move of the ratios by the remaining 50% in 2009 and 2010 by equal increments. The 2008 rates were adjusted and approved. We believe this 2009 approach is consistent with the 2008 approval.
Wellington North Power Inc. has achieved this expectation by moving the ratio for 2009 to 60.6 and the ratio for 2010 to 70.  These ratios have moved by equal incremental steps for each of the applicable years as outlined in the table below. Wellington North Power Inc. believes the fixed/variable split was not a part of this Board Decision and further, is being reviewed by the Ontario Energy Board under a separate proceeding for Rate Design EB-2007-0031.
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Street Lighting 51.260.67070 -120

Sentinel Lighting 51.260.67070 -120

Wellington North  Power Inc. Revenue to Cost Ratios


c)
Please confirm that the “cost” of the transformer ownership allowance was allocated to the GS 50-999 Class in WNPI’s 2008 Rate Order. 

Response:

Wellington North Power Inc. confirms that the “cost” of the transformer ownership allowance was allocated to the GS 50-999 Class.  The Table below has been taken from the 2008 Rate Re-basing Model used by Wellington North Power Inc.
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Historical Approved DataHistorical Actual DataBridge Year ProjectionTest Year Projection

YESMetricVolumeRateTotalVolumeRateTotalVolumeRateTotalVolumeRateTotal

ResidentialYESkWh

0000

General Service <50 kWYESkWh

0000

General Service >50 to 999 kW YESkW2,805$0.6000

1,683

4,955$0.6000

2,973

5,881$0.6000

3,529

5,881$0.6000

3,529

General Service >1000 to 4999 kWYESkW

0000

Street LightingYESkW

0000

Sentinel LightingYESkW

0000

Unmetered Scattered LoadYESkWh

0000

TOTALYES1,6832,9733,5293,529


d) 
Given the price cap adjustment is applied to the all rates (including the mark-up for the transformer ownership allowance), why shouldn’t the allowance also be applied to the transformer ownership allowance for 2009? 

Response:

Wellington North Power Inc. feels the allowance for transformer ownership is part of rate design and therefore was excluded from the price cap adjustment calculation. Additionally, the Board’s 3GIRM Rate Model provided no direction to adjust the allowance for transformer ownership.  Wellington North Power Inc doesn’t feel it’s appropriate to make a change to the transformer ownership allowance within this type of filing.

If you have any questions regarding this submission please contact the undersigned.
Judy Rosebrugh, President/CEO

Lee Merner, Regulatory/CS Manager
Wellington North Power Inc.
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