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=4 4/ WELLAND HYDRO-ELECTRIC SYSTEM CORP.

/ P.O. Box 280 950 East Main Street, Welland, Ontario L3B 5P6 Telephone 905-732-1381 Fax 905-732-0266

July 16, 2009
Delivered by Courier and E-File

Ms. Kristen Walli

Board Secretary

Ontario Energy Board
P.0. Box 2319, 27" Floor
2300 Yonge Street
Toronto, ON M4P 1E4

Dear Ms. Walli:

Re:  Welland Hydro-Electric System Corp.
2009 Distribution Rates Application
Board File No. EB-2008-0247
Draft Rate Order

This will acknowledge receipt of the Ontario Energy Board’s Decision and Order dated
July 7, 2009. As directed, Welland Hydro-Electric System Corp. submits two (2) paper
copies of its Draft Rate Order for the 2009 Distribution Rate Application OEB File No.
EB-2008-0247 and encloses the following:

1. Manager’s Summary;
2. RRWEF excel model; and
3. Proposed Tariff of Rates and Charges

An electronic copy has been filed using the OEB’s E-filing services.

Yours very truly,

. Nt

Wayne Armstrong

Director of Finance

905-732-1381 Ext 234

905-732-0266 Fax

Fmail: warmstrong@wellandhydro.com
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WELLAND HYDRO-ELECTRIC SYSTEM CORP.
DRAFT RATE ORDER
EB-2008-0247

1) MANAGER’S SUMMARY

A) Revenue Requirement

B) Load Forecast

C) Other Distribution Revenue

D) Operating, Maintenance and Administrative Expenses
E) Payment in Lieu of Taxes (“PILs”)
F) Capital Expenditures and Rate Base
G) Smart Meters

H) Cost of Capital and Capital Structure
) Cost Allocation and Rate Design

1) Deferral and Variance Accounts

K Implementation

A) Revenue Requirement

In its original application filed August 15, 2008 Welland Hydro requested a revenue requirement
of $9,347,747. This was later adjusted to $9,145,865ina revised application submitted on
January 20, 2009. Changes required as a result of the Board’s Decision and Order on July 7,
2009 reduces the revenue requirement to $9,107,846. The changes made by Welland Hydro as a
result of the Decision and Order are outlined in the sections below.

B) Load Forecast

The Board accepted Welland Hydro’s customer count and load forecast in the Revised
Application subject to one adjustment;

i) Residential load forecast to be based on HONI’s NAC data used in the original application

In Exhibit C of the revised application Welland Hydro reduced Distribution Revenues at Current
Rates by $284,279 from the original application. This included an $11,323 reduction for the
change in the Residential Class which has not been allowed by the Board. Asa result, the total
Distribution Revenues at Current Rates has been revised as follows:

Distribution Revenues at Current Rates (Original) $7,093,092
Reduction in Exhibit C Revised Application (284.479)
Distribution Revenues at Current Rates (Revised) $6,808,613
Adjustment per Decision & Order 11.323

Distribution Revenues at Current Rates(Rate Order) 6.819.936
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This can be seen in Exhibit C Summary of Distribution & Other Revenues, Exhibit F Revenue
Deficiency, and Exhibit O Revenue Requirement Work Form (RRWF) Page 2.

C) Other Distribution Revenue

Welland Hydro submitted $656,350 of Other Distribution Revenue in the Original Application.
In the revised application, Welland Hydro reduced Other Distribution Revenues by $87,959 to
$568,391 which was mainly due to decreased interest rates. Energy Probe made objections to
Interest Earned as a result of the inclusion of interest on regulatory assets. Energy Probe made a
number of other submissions on other miscellaneous revenues earned. In the Decision & Order
the Board ordered the removal of the interest on regulatory assets but found no changes were
required to the other miscellaneous revenues. As a result, the final Other Distribution Revenue

has been revised to $581,381 as follows:

Other Distribution Revenue (Original) $656,350
Decrease in Interest Revenue-Interest Rates (87,995)
SSA Administrative Revenue 36

Other Distribution Revenue (Revised) $568,391
Exclude Regulatory Interest 13.140
Other Distribution Revenue (Rate Order) $581,531

This can be seen in Exhibit C Summary of Distribution & Other Revenues, Exhibit F Revenue
Deficiency, and Exhibit O Revenue Requirement Work Form (RRWF) Page 2.

D) Operating, Maintenance, and Administrative Expenses (“OM&A)

In the Original Application Welland Hydro requested $5,113,936 in total OM&A expenses. In
the Revised Application Welland Hydro reduced forecasted expenses by $193,847 to help offset
fost revenues due to the loss of two large users. The Revised Application OM & A expenses
totaled $4,920,089. In its Decision & Order the Board accepted the amount in the Revised
Application with the exception of the change to a four year amortization of regulatory costs
resulting in a reduction of $6,250 in OM&A expenses. As a result, the final OM&A expenses
have been revised to $4,913,837 as follows:

OM&A Expenses (Original) $5,113,936
Decreases proposed by Welland Hydro (193.847)
OM& A Expenses (Revised) $4,920,089
Regulatory Expenses (4 yr amortization) (6.250)
OM& A Expenses (Rate Order) $4.913.837

This can be seen in Exhibit B Summary of Rate Base Changes, Exhibit F Revenue Deficiency,
and Exhibit O Revenue Requirement Work Form (RRWF) Page 2.
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E) Payment in Lieu of Taxes (“PILs”)

The Board addressed the following issues with regards to PILs in its Decision and Order;

i) PILS Methodolgy
ii) Use of Latest Tax Rates & CCA Amounts
iii) Apprenticeship Tax Credit

i) PILS Methodology

In both the Original and Revised Applications Welland Hydro used a “Top Down” approach to
calculate PILS expenses. The Top Down approach assumes revenues and cost are known and
that taxable income can be determined to calculate income taxes in a manner similar to the
process used to submit a tax return. In its Decision & Order the Board rejected this methodology
and ordered the Return on Equity Method be used. Exhibit E shows Welland Hydro’s revised
PILS expense calculation using Return on Equity as the starting point. The revised PILS
expense is calculated to be $446,947 ($420,101 Income Tax and $26,846 Ontario Capital Tax).

This can be seen in Exhibit F Revenue Deficiency, and Exhibit O Revenue Requirement Work
Form (RRWF) Page 2.

ii) Use of Latest Tax Rates & CCA Amounts

To Welland Hydro’s knowledge it has used the most appropriate Federal and Ontario Tax raies
detailed in Exhibit E. In response to Board Staff Supplemental Interrogatory No. 12, Welland
Hydro provided an revised CCA schedule to reflect the most recent change to the Federal CCA
to 100% for Computers and System Software purchased from January 27,2009 to February,
2011. The revised CCA schedule also included the affects of reducing capital spending by
$280,000 submitted by Welland Hydro in the Revised Application. A copy of the revised CCA
schedule has been provided in Exhibit D. As a result of the above changes, the CCA was
increased by $9,462 from $1,590,579 in the Original Application to $1,600,041. Welland Hydro
has included this change in the Adjustments Required to arrive at Taxable Income. This amount
was $65,019 in the Original and Revised Applications and has been adjusted to $55,620 for the
Rate Order.

This can be seen in Exhibit E Regulatory Gross Up PILs, Exhibit ¥ Revenue Deficiency, and
Exhibit O Revenue Requirement Work Form (RRWF) Page 2.

iii) Apprenticeship Tax Credits

In its Decision & Order the Board found that Welland Hydro had accounted for the
Apprenticeship Tax Credits correctly. Exhibit E details that Welland Hydro has used a $10,000
deduction for Apprenticeship Tax Credits in calculating Grossed Up PlILs.
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F) Capital Expenditures and Rate Base
i) Capital Expenditures

The Board Accepted Welland Hydro’s proposal to decrease capital expenditures by $280,000 to
$2,278,000 in the Revised Application from $2,558,000 in the Original application. Exhibit B
Summary of Rate Base Changes details the adjustments made for this reduction in Gross Fixed
Assets, Accumulated Depreciation, and OM&A expenses.

This can be seen in Exhibit O Revenue Requirement Work Form (RRWF) Page 2 &3.
ii) Working Capital

The Board ordered Welland Hydro to revise the Rate Base to reflect all of the necessary changes
in capital spending and OM&A expenses which can be seen in Exhibit B. In addition, the Board
ordered Welland to recalculate the Cost of Power used for determining Working Capital
Allowance to include the change in load forecasts, the approved new Retail Transmission
(Network & Connection) and Rural Rate Protection rates, and the latest approved RPP of
$0.06072/kwh. Exhibit A attached shows the detail to arrive at the $37,173,850 Cost of Power
contained in the Original Application along with the detail to arrive at the amount of
$35,671,999 used for the Rate Order.

This can be seen in Exhibit O Revenue Requirement Work Form (RRWF) Page 2&3.

G) Smart Meters

In its Decision & Order the Board agreed with Welland Hydro’s proposal to leave the Smart
Meter Rate Adder at $.27 per month as opposed to $1.00 per month. This was proposed by

Welland Hydro as rate mitigation for the Residential and GS<50 customer classes.

H) Cost of Capital and Capital Structure

In its Decision & Order the Board approved the following capital structure and cost rates:

Capital Component Total Capital Structure(%o) Cost Rate%
Long-Term Debt 52.7 7.62
Short-Term Debt 4.0 1.33
Equity 43.3 8.01
Total 100.0 7.54

Exhibit F Revised Revenue deficiency shows the calculation of Deemed Interest Expense of
$1,095,828 and Return on Equity of $934,073.
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I) Cost Allocation and Rate Design
i) Line Losses

The Board Approved the reduction in the Distribution Loss Factor from 1.0552 to 1.0485 to
produce a Total Loss Factor of 1.0532 which is a reduction from the current rate of 1.0599.
These changes have been reflected in Exhibit M — Proposed Tariff of Rates and Charges
attached.

ii) Revenue to Cost Ratios

The Board Approved the Revenue to Cost Ratios by Customer Class as set out in Welland
Hydro’s Final Submission-Addendum filed on March 30, 2009 as follows:

Residential 102.43%
GS<50 80.05%
GS 50 to 4,999 72.62%
Large Use 100.73%
Street Lighting 40.14%
Sentinel Lighting 52.69%
USL 101.44%

Exhibit G and H attached show that Welland Hydro has maintained these revenue o cost ratios
in determining final rates. The only change that was made was to apply these ratios to the
revised Base Revenue Requirement which has been reduced to $8,526,315 as a result of changes

in the Decision & Order.

Welland Hydro was also ordered to bring all classes to within the approved targeted ranges
during the 2010 IRM process.

ifi) Transformer Ownership Allowance

The Board accepted Welland Hydro’s proposal to increase the amount from $0.60/kW to
$0.70/kW. These changes have been reflected in Exhibit M - Proposed Tariff of Rates and
Charges attached.

iv) Rate Design

The Board approved Welland Hydro’s proposal as filed. Exhibit [ attached shows the revised
fixed and variable rates when applied in the same manner to the revised Base Revenue
Requirement. Small reductions in all fixed and variable rates across all customer classes resulted
from the decrease in the Base Revenue Requirement in the Rate Order. The revised rates have
been reflected below and in Exhibit M — Proposed Tariff of Rates and Charges attached.
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Monthly Smart Total Monthly Volumetric
Customer Class Distribution Meter Service Charge Charge
Residential $14.92 $0.27 $15.19 $.015/kwh
GS<50kW $24.59 $0.27 $24.86 $.0086/kwh
GS 50 t0 4,999 kW $307.10 $0.27 $307.37 $1.2883/kW
Large Use $12,860.62 $0.27 $12,860.89 $.8677/kW
Street Light $1.38 $1.38 $5.8581/kW
Sentinel Light $1.93 $1.93 $4.4031/kW
Unmetered $13.42 $13.42 $.0093/kwh
Transformer Allowance $(0.70)/kW

Bill Impacts for Residential (1000 kwh) and GS<50 (2,000 kwh) are contained in Exhibit N.
v) Retail Transmission Service & Rural Rate Protection Rates

The Board approved Welland Hydro’s revised Retail Transmission Service Rates (Network &
Connection) filed on November 3, 2008.

The Board approved Welland Hydro’s revised Rural Rate Protection Rates filed on December
18, 2008.

The above changes have been reflected in Exhibit M — Proposed Tariff of Rates and Charges.

J) Deferral and Variance Accounts

The Board accepted Welland Hydro’s total dollars and methodology to dispose ($798,772) in
regulatory assets over the next two years. The 2009 forecasted volumes were adjusted for the
change required to the Residential Class. In addition, Welland Hydro has adjusted the rates to
account for the August 1, 2009 versus May 1, 2009 implementation of the rate rider. Exhibit J
shows the revised rate riders to reflect the disposition over 1.75 years instead of 2 years.

K) Implementation

The Board has directed Welland Hydro to establish the 2009 rates assuming a twelve month
recovery period. The implementation date of the Final Rate Order will be August 1, 2009. As
directed, Welland Hydro has calculated the rate riders that are necessary to recover the three
months of foregone distribution revenue. Welland Hydro proposes to recover the foregone
monthly service charges and volumetric revenues over a nine month period until April 30, 2010.
Exhibit K details the calculation of the Foregone Revenue Rate Riders-Monthly Service Charge.
Exhibit L details the calculation of the Foregone Revenue Rate Riders-Volumetric. A review of
usage between May 1 to July 31 for previous years shows this period represents between 26% to
27% of annual volumes. However, for ease of calculation, Welland Hydro has assumed a
constant usage throughout the year and requested recovery based on 25% of the annual volumes.
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Welland Hydro-Electric System Corp.
Summary of Rate Base Changes

Exhibit B
2009 Test Reduced 20089 Test Year
2008 Bridge Year Capital Rate Base

Year Filing Spending Board Decision
Gross Fixed Assels $44,476,7561 $47,034,751 -$280,000 $46,754,751
Accumulated Depreciation $23.913,617 $25,635,344 -$4,667 $25,630,677
Net Book Value $20,563,234 $21,399,407 -$275,333 $21,124,074
Average Net Book Value $20,310,343 $20,981,320 $20,843,654
Warking Capital $41,017,457 $42,267,786 $42,287,786
Working Capital Allowance $6,152,619 $6,343,168 $6,087.875
Rate Base $26,462,961 $27,324.488 $26,931,529

Revised Revised Final
Application Submission Working Capital
Changes Changes Board Decision
Cost of Power $37,173,850 $35,671,999
OM&A Expenses $5,113,936 -$193,849 -$6,250 $4,913,837
Total Working Capital Listed Above $42,287,786 $40,585,836

Working Capital Allowance 15%  $6,343,168 $6,087,875




WELLAND HYDRO ELECTRIC SYSTEM CORP

EXHIBIT C
SUMMARY OF DISTRIBUTION (Current Rates) & OTHER REVENUES

2009
Original
Test Yr

2009 2009
Revised Decsion
Test YT Test Yr

Current Rates Current Rates Current Rates

#

($) ($)

[Distribution Services Revenue-Monthly

Residential 3,063,071 3,063,071 3,063,071
General Service Less Than 50 kw 389,104 394,155 394,155
General Service 50 to 4999 kw 412,029 393,615 393,615
Large Use 383,265 127,755 127,755
Unmetered Scattered Load* 24,236 24,236 24,236
Sentine! Lighting 3,115 3,115 3,115
Street Lighting 14,422 14,422 14,422
[Total Distribution Revenue Monthly 4,089,242 2,020,369 4,020,369
[Distribution Services Revenue-Volumetric
Residential 2,170,996 2,159,673 2,170,996
General Service Less Than 50 kw 366,084 370,835 370,835
General Service 50 to 4999 kw 316,565 354,709 354708
Large Use 215,889 121,790 121,790
Unmetered Scattered Load® 7,188 7,188 7,188
Sentinel Lighting 2,133 2,133 2,133
Street Lighting 10,196 10,196 10,196
[Total Distribution Revenue Volumetric 3,089,051 3,006,504 3,037,847
[Transformer Allowance-General Service 50 to 4999 kW -104,868 -136,548 -136,548
Transformer Allowance-Large Use -180,333 -101,732 -101,732
ﬁatai Distribution Services Revenue-Current Rates [ 7,093,092] 6,808,613| 6,819,936|
SSA Administrative Revenue 72,780 72,816 72,816
Retail Services Revenue 35,174 35174 35,174
Service Transaction Requests 2,040 2,040 2,040
Rent from Electric Property 149,031 149,031 149,031
Late Payment Charges 66,000 68,000 66,000
Misc-Account Status Fee 3,860 3,960 3,960
Misc Service-NSF Charges 6,480 6,480 6,480
Misc Service-Occupancy Related 83,880 83,880 83,8804
Misc Service-Disconnect/Reconnect 31,135 31,135 31,135
Misc Service-Mark Up on Work Orders 24,000 24,000 24,000
Scrap Metal Sales 12,000 12,000 12,000
Miscellaneous Non Operating 7,020 7,020 7,020}
Interest Income Bank Account 175,990 87,995 87,995
Interest Variance Accounts -13,140 -13,140 0
[Other Tncome & Reveune ) 656,350] 568,391] 581,531
ITotal Operating Revenue [ 7,749,442 7.377,004]  7,401,467]
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Welland Hydro-Electric System Corp.
Regulatory Gross Up Method -PILS
Exhibit E

Return on Equity
Adjustment for Reserves

Taxable Income Using
Return on Equity Method

Income Tax Payable

First 500,000 Income

(5.5% - Ontario)

{19% - Federal)

Income 500,000 to 1,500,000
(14% - Ontario)

(19% - Federal)

Clawback 500,000 to 1,500,000
(Ontario)

Total PILS Before Apprentice Tax Credit
Apprentice Tax Credit

Total Tax Before Gross Up

Grossed Up PILS

Welland Hydro 294,911/(1 - .2980)
Ontario Capital Tax-Not Grossed Up

Total Grossed Up PILS

Rate

24.50%

33.00%

4.25%

30.81%

29.80%

$934,074

55,620

$989,694

122,500

161,599

20,812

304,911

-10,000

$294,911

$420,101

__ 26846

$446,947




Welland Hydro-Electric System Corp.
Exhibit F
Revised Revenue Deficiency Determination

Lk FHT R
Revenue Deficiency 1808 -
Distribution Revenue 7,093,082.00 7,093,092, 6,808,613.00 6,819,936.00
Cther Operating Revenue (Net) 656,350.00 656,350.00 568,391.00 568,391.00 581,531.00
Smart Meter Deferral Account Adjustment e U e LT R AR o i
Total Revenue 7,749,442.00 9,357,746.65 7,377,004.00 9,145,864.77 9,107,846.00
Cost xpienisds :
Administrative & General, Biling & Collecting 2,385,686.00 2,385,686,00 2,342,686.00 2,342,686.00 2,336,436.00
Operation & Maintenance 2.728,250.00 2,728,250.00 2,577,401.00 2,577.401.00 2,577,401.00
Deprecialion & Amortization 1,721,827.03 1,721,827.03 1,717,160.37 1,717,160.37 1,717,160.37
Capital Taxes 27,730.00 27,730.00 27,420.35 27,420.35 26,845.94
Deemed Interest 948,856.52 048,856.52 943,393.60 943,393.60 1,095,828.00
Total Costs and Expenses 7,812,349.55 7,812,348.55 7,608,061.32 7.608,061.32 7,753,671.31
Less OCT Included Above 27,730 -27,730 27,420 27,420 26,848
Total Costs and Expenses Net of OCT 7,784,619.55 7,784,619.55 7,580,640.97 7,580,640.97 7,726,826.37
Utility Income Bafore Income Taxes -35,177.55 1,573,127.10 .203,636.97 1,565,223.80 1,381,020.63
696.72 §31,437.26 0.00 528,952.14 420,101.00
Ontario Capital Taxes 27,730.00 27,730.00 27,420.35 27,420.35 26,845,904
Apprenticeship Tax Gredit 0.00 Q.00 0.00
Total Income Taxes 38,426.72 559,167.26 27,420.35 556,372.49 446,946.94
Utility Net Income -63,604.27 1,013,959.85 231,067.32 1,008,851.31 934,073.69
‘Capital Ta¥ Expensé Caiclilatio
Total Rate Base 27,324,488.38 27,324,488.38 27,186,822.00 27,186,822.00 26,931,528.00
Exemption 15,000,000.00 15,000,000.00 15,000,000.00 15,000,000.00 15,000,000.00
Deemed Taxable Capital 12,324, 488.38 12,324,488.38 12,186,822.00 12,186,822.00 11,931,529.00
Ontario Capital Tax 27,730.10 27.730.10 27.420.35 27.420.35 26,845.94
Accounting Income -35,177.55 1573,127.10 -203,636.97 ,565,223.60
Ontario Capital Tax -27,730.00 -27,730.00 -27,420.35 .27,420.35
Tax Adjustments to Acceunting Income 65,018.83 65,018.83 65,081.83 65,081.83 55,620.00
Taxahle Income 2111.28 1,610,415.93 165,975.49 1,602,885.28
Inceme Tax Expense 696.72 531,437.26 0.00 528,052.14
o 33.00% 33.00% 33.00% 33.00%
‘Actual Returnion
27,324,488.38 27,324,488,38 27,186,822.00 27,186,822.00 26,931,5620.00
Interest Expense 948,856.52 948,856.52 $43,393.60 ©43,393.60 1,085,828.00
Net Income -63,604.27 1,013,952.85 -231,057.32 1,008,851.31 934,073.39
Total Actual Return on Rate Base 885,252.25 1,062,816.37 712,336.28 1,852,244.91 2,025,901.39
3.24% 7.18% 262% 7.18% 7.54%
27,324,488.38 27,324,488.38 27,186,822,00 27,186,622.00 26,931,528.00
6.12% 6.12% 6.12% 6.12% 7.18%
Retum on Equity 8,57% 8.57% 8.57% 8.57% 801%
Deemed Interest Expense 948 856.52 948,856.52 043,393.60 943,393,860 1,095,828.00
Return On Equity 1,013,850.85 1,013,859.85 1,008,851.31 1,008,851.31 934,073.39
Total Return 1,062,816.37 1,962,816.37 1,952,244.91 1,852,244.91 2,029,901.39
‘Expected Retumon 7.18% 7.18% 7.18% 7.18% 7.54%

1,077,564.12

1°!GDB"'!3D4i65°§:1:5'

123990863 _
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Welland Hydro-Electric System Corp.
Exhibit K

Foregone Revenue Rate Riders-Monthly Service Charges

Customer Class

Residential-Customer
(G3S<50-Customer

GS 50 to 4999 kW-Customer
Large Use-Customer

Street Light-Connection
Sentinel Light-Connection

Unmetered Scattered Load-Conngction

Monthly Service Charge-Excluding Smart Meters

Current Revised 3 Months 9 Month

Rate Rate Revenue Rate Rider
$12.88 $14.92 $6.12 $0.68
$19.13 $24.59 $16.38 $1.82
$191.82 $307.10 $345.84 $38.43
$10,646.26 $12,860.62 $6,843.08 $738.12
$0.18 $1.38 $3.60 $0.40
$0.36 $1.93 $4.71 $0.52
$9.71 $13.42 $11.13 $1.24
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Exhibit M
Page 1 of 4

Welland Hydro-Electric System Corp.

TARIFF OF RATES AND CHARGES
Effective Date: May 1, 2009

Implementation Date: August 1, 2009
This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2008-0247

APPLICATION

- The application of these rates and charges shali be in accordance with the Licence of the Distributor and any Codes,
Guidelines or Crders of the Board, and amendments thereto as approved by the Board, which may be applicable o the
administration of this schedule.

- No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or furnished for
the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless required by the Distributor's
Licence or a Code, Guideline or Order of the Board, and amendments thereto as approved by the Board, or as specified herein.
- This schedule does not contain any rates and charges relating to the electricity commodity (e.g. the Regulated Price Plan).

EFFECTIVE DATES

DISTRIBUTION RATES — May 1, 2009 for all consumption or deemed consumption services used on or after that date.
SPECIFIC SERVICE CHARGES - May 1, 2009 for all charges incurred by customers on or after that date.

RETAIL SERVICE CHARGES- May 1, 2009 for all charges incurred by retailers or customers on or after that date.

LOSS FACTOR ADJUSTMENT — May 1, 2002 unless the distributor is not capable of prorating changed loss factors jointly with
distribution rates. In that case, the revised loss factors will be implemented upon the first subsequent billing for each billing cycle.

SERVICE CLASSIFICATIONS

Residential
This classification refers to the supply of electrical energy to residential customers residing in detached or semi-detached units,

as defined in the local zoning by-law.

General Service Less Than 50 kW

This classification refers to the supply of electrical energy to commercial buildings taking electricity at 750 volts or less whose
monthly average peak demand is less than, or is forecast to be less than, 50 kW. Commercial buildings are defined as
buildings, which are used for purposes other than resident dwellings.

General Service 50 to 4,999 KW

This classification refers to the supply of electrical energy to commercial buildings whose monthly average peak demand is
equal to or greater than, or is forecast to be equal to or greater than, 50 kW but less than 5,000 kwW. Commercial buildings are
defined as buildings, which are used for purposes other than resident dwellings.

Large Use
This classification refers to an aceount whose monthly average peak demand is equal to or greater than, or is forecast to be
equal to or greater than, 5,000 kWV.

Unmetered Scattered Load

This classification refers to an account taking electricity at 750 volts or less whose monthly average peak demand is less than,
or is forecast to be less than, 50 kW and the consumption is unmetered. Unmetered or flat connections are permitted with the
approval of Welland Hydro-Electric System Corp. Engineering Department. Flat rate connects may include, but are not limited
to, Traffic Lights, Street Lights, Bus Shelters, and Signs. Energy consumption is determined by information provided hy the
customer and/for load measurement taken by Welland Hydro-Electric System Corp. following connection of the fiat service.

Sentinel Lighting
This classification refers to an account for roadway lighting not classified as unmetered or street lighting. The consumption for
the customer will be based an the calculated connected load times a twelve hour day times the applicable billing peried.

Street Lighting
This classification refers to the Street Lighting system owned by the City of Welland. Welland Hydro-Electric System Corp.
provides new installations and maintenance of the sireet lighting system, as required by the City of Welland.




Welland Hydro-Electric System Corp.

TARIFF OF RATES AND CHARGES

Effective Date: May 1, 2009
Implementation Date: August 1, 2009

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

MONTHLY RATES AND CHARGES

Residential

Service Charge

Foregone Distribution Revenue Rate Rider-Sgrvice Charge-effective until April 30, 2010
Distribution Volumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective untit April 30, 2010
Regulatory Asset Rider - effective until April 30, 2011

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rale

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

General Service Less Than 50 kW

Service Charge

Faregone Distribution Revenue Rate Rider-Service Charge-effective until April 30, 2010
Distribution Volumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective until April 30, 2010
Regulatory Asset Rider — effective until April 30, 2011

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

General Service 50 to 4,999 kW

Service Charge

Faregone Distribution Revenue Rafe Rider-Service Charge-effective until April 30, 2010
Distribution Velumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective until April 30, 2010
Regulatory Asset Rider — effective until April 30, 201 1

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate

[Retail Transmission Rate — Nefwork Service Rate — Interval Metered

Retail Transmission Rate — Line and Transformation Connection Service Rate — Interval Metered
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Large Use

Service Charge

Foregone Distribution Revenue Rate Rider-Service Charge-effective until April 30, 2010
Distribution Volumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective untit April 30, 2610
Regulatory Asset Rider — effective until April 30, 2011

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rale

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

$/kWwh
$/Wh
$/KWh
$/kWh
$/kWh
$kWwh
$MWh

$kWh
$/kWh
$KWh
$/kWh
$/kwh
$/KWh
$/AWh

W
SKW
$RW
W
S/KW
SkW
$kW
$KWh
$/kWh

S
$kW
$W
KW
/KW
$/kwWh
$kWh

Exhibit M

Page 2 of 4

EB-2008-0247

15.19
0.68
0.0150
0.0007
(0.0004)
0.0062
0.0050
0.0052
0.0013

0.25

24,86
1.82
0.0086
0.0006
(0.0011)
0.0055
0.0045
0.0052
0.0013

0.25

307.37
38.43
1.2883
0.1612
(0.5433)
1.8926
1,5280
1.8773
1.8303
0.0052
0.0013
0.25

12,860.89

73812
0.8677
0.0498
(0.4493)
1.3766
2.0325
0.0052
0.0013
0.25




Welland Hydro-Electric System Corp.
TARIFF OF RATES AND CHARGES
Effective Date: May 1, 2009
Implementation Date: August 1, 2009

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

Unmetered Scattered Load

Service Charge (per connection})

Foregone Distribution Revenue Rate Rider-Service Charge-effective until April 30, 2010
Distribution Volumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective until April 30, 2010
Regulatory Asset Rider — effective until April 30, 2011

Retail Transmission Rate — Network Service Rale

Retail Transmisslon Rate — Line and Transformatien Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Sentinel Lighting

Service Charge (per connection)

Foregone Distribution Revenue Rate Rider-Service Charge-effective until April 30, 2010
Distribution Velumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective until April 30, 2010
Regulatory Asset Rider — effective until April 30, 2011

Retail Transmission Rate — Network Service Rate

Retzil Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Street Lighting

Service Charge (per connection)

Foregone Distribution Revenue Rate Rider-Service Charge-effective until April 30, 2010
Distribution Volumetric Rate

Foregone Distribution Revenue Rate Rider-Volumetric Rate-effective until April 30, 2010
Regulatory Asset Rider — effective until April 30, 2011

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Specific Service Charges

Customer Administration
Arrears certificate
Statement of account
Request for other billing information
Easement Letter
Agccount history
Returned Cheque (plus bank charges)
Charge to certify cheque
Legal lefter charge

Account set up charge/change of occupancy charge (plus credit agency costs if applicable)

Special meter reads
Meter dispute charge plus Measurement Canada fees (if meter found correct}

$/kwWh
$/kWh
$Wh
$/kWwh
$/kWh
$KWh
$/kWh

KW
$RW
$kW
$kW
$/kW
$/kwh
$/kWh

kW
Shkw
SIRW
$W
kW
$kWh
$/kWh

AADANLBBHBEHYN
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13.42
1.24
0.0093
0.0009
(0.0005)
0.0055
0.0045
0.0052
0.0013

0.25

1.93
0.52
4.4031
1.1933
(0.6130)
1.7627
1.4232
£.0052
0.0013
0.25

1.38
0.40
5.8581
1.6964
(0.5093)
1.7588
1.4201
0.0052
0.0013
0.25

15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
30.00
30.00
30.00




Exhibit M
Page 4 of 4

Welland Hydro-Electric System Corp.

TARIFF OF RATES AND CHARGES
Effective Date: May 1, 2009

Implementation Date: August 1, 2009
This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2008-0247

Specific Service Charges-Continued

Non-Payment of Account

Late Payment - per month % 1.50
Late Payment - per annum % 19.56
Disconnect / Reconnect at meter - during regular hours $ 65.00
Install / Remove lead control device - during regular hours 3 65.00
Disconnect / Reconnect at meter - after regular hours $ 185.00
Specific Charge for Access to the Power Poles — per pole/year § 22.35
Meter upgrade requested by customer plus installation — par month $ 10.00

plus installation on a
time and materials

hasis.
Allowancaes
Transformer Allowance for Ownership - per KW of billing demand/manth kW (0.70
Regulatory Asset Rider — effective until April 30, 2011 $rkW (0.0333)
Primary Metering Allowance for transformer losses — applied to measured demand and energy % {1.00)
Retail Service Charges (if applicable)
Retail Service Charges refer fo services provided by a distributor to retailers and customers related
To the supply of competitive electricity
One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer 3 20.00
Monthly Variable Charge, per customer, per retailer $lcust. 0.5¢
Distributor-consolidated billing charge, per customer, per retailer $lcust. 0.30
Retailer-consolidated billing credit, per customer, per retailer $fcust. (0.30)
Service Transaction Requests (STR)
Request fee, per request, applied to the requesting party $ 0.25
Processing fee, per request, applied to the requesting party $ 0.50
Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Seltlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party
Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) 5 2.00
LOSS FACTORS
Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0532
Total Loss Factor — Secondary Metered Customer > 5,000 kW 1.0145
Total Loss Factor — Primary Metered Customer < 5,000 kW 1.0427

Totat Loss Factor — Primary Metered Customer > 5,000 kW 1.0045




Manthly 0,
Senice Chargel. 1651% | 12.08%
?k’j\f,?‘t)’“tm” 1000 | 0.013c | 1300 | 1000 | 0.0150 | 1500 200 | 15.38% 11.93&4
L Distributo A 5.45% 1 24.00%
Regulatory 0,
Aeoote (ki | 1000 | ©.0000 0.00 1,000 | (0.0004) ] (040) | -0.40 -0.32%
Retail
Transmisson 1,060 | 0.0103 | 1092 | 1053 | oot12 | 11.80 088 | B.05% | 9.38%
(kWh)
Wholesale & o a
Rural (Wh) 1080 | 0.0062 | 657 1,063 | 0.0065 6.85 027 | 418% | 5.44%
Standard 0, 0,
Sumply 1 0.2506 | 0.25 100 | 02500 | 025 000 | 0.00% | 0.20%
Debt " o
Retirement 1000 | 0.0070 | 7.00 1,000 | 0.0070 | T7.00 000 | 0.00% | 557%
Cost of Power
Comrmadity soo | o0.0s70 | 3420 800 | 0.0570 | 34.20 000 | 0.00% | 27.19%
(KWh)

" 480 | 0.0660 | 30.35 453 | 0.0860 | 20.91 1.46% | 2378%

5. ‘ 755 | 05,04%|

increase 2008




Charge

Monthly Service

28.14%

Distribution

2,000

0.0067

2,000

0.0086

28.36%

28:23%

Regulatory
Assets (KWh) 2,000 | 0.0000 0.00 (0.0011) -0.95%
IRetail
Transmisson 2,120 0.0082 19.50 2,106 0.0100 21,06 1.56 8.01% 9.07%
{kWh)
Wholesale &
Rural (KWh) 2,120 0.0062 13.14 2,108 0.0065 13.69 0.55 4.18% 5.90%
Standard 0, [
Supply 1 0.2500 0.25 1.00 £.2500 0.25 0.00 0.00% 0.11%
Debt
Retirement 2,000 0.0070 14.00 2,000 0.0070 14,00 0.00 0.00% 6.03%
Cost of Power
Commodity 750 0,0570 42,75 750 0.0570 42,75 0.00 0.00% 18.41%
{kWh}
" 1,370 0.0660 80.41 0.0660 89,52 (0.88) -0.68% 38.55%
4.76%
00:00%
{increase 2008 3.89%




Exhibit O

REVENUE REQUIREMENT WORK FORM
Name of LDC: [ Wella '

(M

Hhiadie

m File Number:
Omario Rate Year: Version: 1.0
Table of Content
Sheet Name
A Data lnput Sheet
1 Rate Base
2 Utility iIncome
3 Taxes/PILS
4 Capitalization/Cost of Capital
5 Revenue Sufficiency/Deficiency
6 Revenue Reguirement
7 Bill Impacts

Notes:

(2) Please note that this model uses S. Before starting, please ensure that macros have been

enabled.

Copyright

This Revenue Requirement Work Form Mode! is protected by copyright and is being made avaifable to you solely for
the purpose of preparing or reviewing your draft rate order. You may use and copy this modef for that purpose, and
provide a copy of this model to any person that is advising or assisting you in that regard. Except as indicated above,
any copying, reproduction, publication, sale, adaptafion, transfation, modification, reverse engineeting or other use or
dissemination of this model without the express written consent of the Ontario Energy Board is prohibited. If you
provide a copy of this model to a person that is advising or assisting you in preparing or reviewing your draft rate
order, you must ensure that the person understands and agrees to the restrictions noted above.




REVENUE REQUIREMENT WORK FORM

Name of LDC: Welland Hydro-Electric System Corp.
File Number:  EB-2008-0247

Rate Year: 2009

Rate Base
Gross Fixed Assels (average) $45,615,751
Accumulated Depreciation {(average)} {$24,772,098)
Allowange for Working Capitat:
Controllzble Expenses $4,913,837
Cost of Power $35,671,989

Working Capital Rate (%}

utitity Income
Operating Revenues:
Distribution Revenue at Current Rates
Distribution Revenue at Proposed Rates
Other Revenue:
Specific Service Charges
{ate Payment Charges
Qrther Distribution Revenue
Other Income and Deductions

% (10) Exhibit C
(1) See Revenue Requirment

{10) Exhibit C

Operating Expenses:

QOM+A Expenses $4,913,837

Depreciation/Amortization $1,717,160

Property taxes $0

Capital taxes $26,846

Other expenses $0
Taxes/PlLs

Taxable Income:

Adjustments required to amive at taxable income
Utility Income Taxes and Rates:

Income taxes (not grossed up)

Income taxes (grossed up)

Capital Taxes

Federal tax (%)

Provincial tax (%)
Income Tax Credits

@ 3: {12) Exhipit D

5356083 ¢ (13) ExhibltE
$531,437 ]
: {14) Exhibit F

CapitalizationfCost of Capitat

Capital Structure:
Long-term debt Capitalization Ratio (%)
Short-term debt Capitalization Ratio (%)
Gommon Equity Capitalization Ralio {%}
Prefered Shares Capitalization Ratio (%)

Cost of Capital
1 ong-term debt Cost Rate (%)
Short-term debt Cost Rate {%}
Common Equity Cost Rate (%)
Prefered Shares Cost Rale (%)

inputs pt re individually identified as percentages (%)
4.0% unless an Applicant has proposed or been approved for another amount.
Net of addbacks and deductions 1o arrive at taxable income.
Average of Gross Fixed Assels at beginning and end of the Test Year
Av of Accumulated Depreciation at the beginning and end of the Test Year, Enter as a negati

Exhibit O




Exhibit O

REVENUE REQUIREMENT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.
File Number.  EB-2008-0247

Rate Year: 2009
Cntario
Line .
No. Particulars
1  Gross Fixed Assets (average) {3 $45,755,751 $45,615,751
2 Accumulated Depreciation (average) (3) (324,774,431 : ($24,772,098)
3 Net Fixed Assets (average) (3) $20,981,321 ($137,667) $20,843,654
4  Allowance for Working Capital (1) $6,343,168 ($255,293) $6,087,875
5  Total Rate Base $27,324.488 ($392,960) $26,931,529
€3] 7 Allowance for Working Capital - Derivation

6 |Controllable Expenses $5,113,936 | ($200,099) : $4,913,837
7  |Cost of Power $37,173,850 : {$1,501,851) $35,671,999
8 [Working Capital Base $42,287,786 ($1,701,950) $40,585,836
9 |Working Capital Rate % (2) 15.00% 15.00%

10  |Working Capital Allowance $6,343,168 ($255.293) $6,087,875

Notes

(2) Generally 15%. Some distributors may have a unigue rate due as a result of a lead-lag study.
(3) "Average of opening and closing balances for the year.




Exhibit O
REVENUE REQUIREMERT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.

File Number: EB-2008-0247
Rate Year: 2009
Ontario
Line Particulars
No.

Operating Revenues:

1 Distribution Revenue (at Proposed Rates) $8,701,397 ($175,082) (11 $8,526,315
2  Other Revenue (1 $656,350 ($74,819) (10 $581,531
3  Total Operating Revenues $9,357,747 ($249,801) $9,107,846
Operating Expenses:
4 OM+A Expenses $5,113,936 ($200,099) $4,913,837
5 Depreciation/Amortization $1,721,827 ($4,667) $1,717,160
6 Property taxes % - 5-
7  Capital taxes $27,730 ($884) $26,846
8 Other expense $ $- $-
9  Subtotal $6,863,493 {$205,650) $6,657,843
10 Deemed Interest Expense $948 857 $146,971 $1,095,828
11  Total Expenses (lines 4 to 10) $7,812,350 ($58,679) $7,753,671
12  Utility income before income taxes $1,645,397 ($191,222} $1,354.175
13  Income faxes (grossed-up) $531,437 {$111,338) $420,101
14, Uiility net income $1,013,960 (579,886} $934 074
Notes
(1) Other Revenues / Revenue Offsets
Specific Service Charges $235,449 $235,485
Late Payment Charges $66,000 $66,000
Other Distribution Revenue $192,051 $162,051
Other Income and Deductions $162,850 (10 $87.995
Tota! Revenue Offsets $656,350 $581,531




| Exhibit O
REVENUE REQUIREMENT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.

File Number: EB-2008-0247
Rate Year: 2009

Particulars

Determination of Taxable Income

1 Utility net income $1,013,960 $934,074
2 Adjustments required to arrive at taxable utility income $65,019 $55,620 12
3  Taxable income $1,078,979 $989,694

Calculation of Utility income Taxes

4 income faxes $356,063 $294,911 13
5 Capital taxes $27,730 $26,846 14
6 Total taxes $383,793 $321,757
7 Gross-up of Income Taxes $175,374 $125,190
8  Grossed-up Income Taxes $531,437 $420,101
PiLs / tax Allowance (Grossed-up Income taxes +
9 Capital taxes) $559,167 $446,947
10  Other tax Credits $-
Tax Rates
11 Federal tax (%) 19.00% 13
12  Provincial tax (%) 10.80% 13
13  Total tax rate (%) 29.80%




Exhibit O

REVENUE REQUIREMENT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.

File Number: EB-2008-0247
Rate Year: 2009

Ontarie

Line
,:l o Particulars Capitalization Ratio Cost Rate Return
= .. Application_
(%) %

Debt
1 Long-term Debt 52.70% $14,400,005 $900,000
2 Shori-term Debt 4.00% $1,092,980 $48,856
3 Total Debt 56.70% $15,492 985 $948,857

Equity
4 Common Equity 43.30% $11,831,503 $1,013,960
5 Preferred Shares 0.00% $- $-
6  Total Equity 43.30% $11,831,503 $1,013,960
7 Total 100% $27,324,488 7.18% $1,962,816

Debt
] Long-term Debt $14,192,916 7.62% $1,081,500
9 Short-term Debt $1,077,261 1.33% $14,328
10 Total Debt $15,270,177 7.18% $1,095,828
Equity
1 Common Equity $11,661,352 8.01% $934,074
12 Preferred Shares $- 0.00% $-
13 Total Equity $11,661,352 8.01% $934,074
14 Total 100% $26,931,529 7.54% $2,029,902

licant has proposed or been approved for another amount.




Exhibit O

REVENUE REQUIREMENT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.
File Number:  EB-2008-0247

. Rate Year: 2009
h ot g
Ontario
Line Particulars
No.
1 Revenue Deficiency from Below $1,608,305 $1,706,405
2 Distribution Revenue $7,003,092 %7,093,092 $6,819,936 $6,819,910
3 Other Operating Revenue Offsets - net $656,350 $656,350 $581,531 $581,531
4 Total Revenue §7,749,442 $9,357,747 $7.,401,467 $9,107,846
5  Operating Expenses $6,863,493 $5,863,493 $6,657,843 $6,657,843
6 Deemed Interest Expense $948,857 $548 857 $1,095,828 $1,095,828
Total Cost and Expenses $7,812,350 $7,812,350 $7,753,871 $7,753,671
7  Utility Income Before Income Taxes ($62,908) $1,545,397 ($352,204) $1,354,175
Tax Adjustments to Accounting
8  Income per 2009 PlLs $65,019 $65,019 $55,620 $55,620
9  Taxable Income $2,111 $1,610,416 ($296,584) $1,408,795
10 Income Tax Rate 33.00% 33.00% 29.80% 29.80%
11 Income Tax on Taxable ihcome $697 $531,437 | | ($88,382) $420,119
12 Income Tax Credits $- $- - $-
13 Utility Net Income ($63,604) $1,013,960 ($263,822) $034,074
14 Utility Rate Base $27,324,488 $27,324,488 $26,931,529 $26,931,529
Deemed Equity Portion of Rate Base $11,831,503 $11,831,503 %11,661,352 $11,661,352
15  Income/Equity Rate Base (%) -0.54% 8.57% -2.26% 8.01%
16  Target Return - Equity on Rate Base 8.57% 8.57% 8.01% 8.01%
Sufficiency/Deficiency in Return on Equity -9.11% 0.00% -10.27% 0.00%
17 Indicated Rate of Return 3.24% 7.18% 3.09% 7.54%
18 Requested Rate of Return on Rate Base 7.18% 7.18% 7.54% 7.54%
19  Sufficiency/Deficiency in Rate of Return -3.94% 0.00% -4.45% 0.00%
20  Target Return on Equity $1,013,960 $1,013,960 $934,074 $934,074
21 Revenue Sufficiency/Deficiency $1,077,564 $0 $1,197,896 (30)
22  Gross Revenue Sufficiency/Deficiency $1,608,305 (1) $1,706,405 (1}

divided by (1 - Tax Rate)




Exhibit O

REVENUE REQUIREMENT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.

File Number: EB-2008-0247
Rate Year: 2009

Line Particulars
No
1  OMB&A Expenses $5,113,936 $4,913,837
2  Amortization/Depreciation $1,721,827 $1,717,160
3 Property Taxes $- $-
4  Capital Taxes $27,730 $26,846
5 Income Taxes (Grossed up) $531,437 $420,101
6  Other Expenses $- $-
7 Return
Deemed Interest Expense $948,857 $1,095,828
Return on Deemed Equity $1,013,960 $934,074
Distribution Revenue Requirement
8 before Revenues $9,357,747 $9,107,846
9 Distribution revenue $8,701,397 $8,526,315
10  Other revenus $656,350 $581,531
11  Total revenue $9,357,747 $9,107,846
Difference (Total Revenue Less
Distribution Revenue Requirement
12 before Revenues) $0 ($0) (1)
Notes

(1)

Line 11 -Line 8




REVENUE REQUIREMENT WORK FORM
Name of LDC: Welland Hydro-Electric System Corp.
File Number:  EB-2008-0247

Exhibit O

Rate Year: 2009
— ctod Deliver Bil
. = v ‘ 46
Monthly Delivery Charge Total Bill
Per Draft Change Per Draft Change
Current jRate Order $ % Current |Rate Order $ %
Residential 1000 kWh/month : 404 | 15.4% 4.57 3.8%
GS < 50kW 2000 kWh/mont 9261 28.2% 870 3.9%




