[image: image1.png]/l} enora Hydro
y, <====) Hectric ﬂﬂmﬂfﬂﬂﬂll 1,




Ontario Energy Board







November 26, 2009
P.O. Box 2319

27th Floor

2300 Yonge Street

TORONTO, ON  M4P 1E4

Attention:  
Board Secretary
Re:  
Kenora Hydro Electric Corporation Ltd. (ED-2003-0030)    2010 IRM Application

Dear Ms. Walli:

Kenora Hydro submits this 2010 IRM application and requests a final order for Electricity Distribution Rates commencing May 1, 2010.

This application contains 2 paper copies of the Manager’s Summary and the 2010 IRM Model.
Also enclosed is a CD containing the electronic files of these materials, as follows:

· Kenora_APPL_20091126.doc  (Cover letter + Manager’s Summary)

· Kenora_APPL_20091126.xls  (2010 IRM Model – excel)

· Kenora_APPL_20091126.pdf  (Single PDF of entire filing)

The Excel file has been e-mailed to Boardsec@oeb.gov.on.ca as of the date of this letter.  Electronic filing of the searchable PDF file was submitted on November 26, 2009 through the Board’s web portal.
Sincerely,

Janice Robertson

Manager of Finance & Regulatory Affairs

Kenora Hydro Electric Corporation Ltd.
Ph (807) 467-2014

Fax (807) 467-2068

jrobertson@kenora.ca

Encls.


Box 2680-215 Mellick Avenue, Kenora, Ontario  P9N 3X8    Phone (807) 467-2075    Fax (807) 467-2068
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MANAGER’S SUMMARY
Kenora Hydro submits the 2010 IRM Model using the Model and instructions as provided by the Board.
No changes or modifications were made to the standard rate model as provided by the OEB.

Smart Meter Funding Adder

The current Smart Meter Funding Adder remains at $1.00 per month per Residential, General Service <50 kW and General Service >50 kW customer.
“K-Factor”

Kenora Hydro is classified as a small utility, therefore the K-Factor as calculated by this model is (0.3%).
PILs and OCT Adjustments

No adjustments are proposed to the current PILs or Ontario Capital Tax rates.

GDP-IPI Price Cap
The standard 1.3% as applied by the rate model is indicated for the GDP-IPI Price Cap Adjustment.
Regulatory Asset Recovery

The 2010 IRM model for Kenora Hydro does not include a proposed Regulatory Asset Recovery Rate Rider.   Scenarios for disposition of the RSVA balances as at Dec 31, 2008 of $(315,432) plus estimated carrying charges to Dec 31, 2009 of $(184,988) for a total disposal of $(500,420) were tested in the rate model.  There would be a decrease in rates to customers to dispose of the projected balances, estimated as follows:

Disposal Over One Year

	Customer Class
	2010 Rates w/o Disposal
	2010 Rates – Disposition over One Year
	% Decrease in Rates

	Residential
	93.53
	89.33
	(3.8)%

	GS <50 kW
	215.94
	204.81
	(4.6)%

	GS >50 kW
	96,062.66
	92,283.48
	(3.4)%

	Unmetered Scattered
	201.56
	190.01
	(5.3)%

	Streetlight
	7.32
	7.12
	(1.9)%
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Disposal Over Two Years

	Customer Class
	2010 Rates w/o Disposal
	2010 Rates – Disposition over Two Years
	% Decrease in Rates

	Residential
	93.53
	91.43
	(2.2)%

	GS <50 kW
	215.94
	210.48
	(2.5)%

	GS >50 kW
	96,062.66
	94,173.20
	(1.9)%

	Unmetered Scattered
	201.56
	195.68
	(2.9)%

	Streetlight
	7.32
	7.21
	(1.5)%


Disposal Over Three Years

	Customer Class
	2010 Rates w/o Disposal
	2010 Rates – Disposition over Three Years
	% Decrease in Rates

	Residential
	93.53
	92.11
	(1.5)%

	GS <50 kW
	215.94
	212.16
	(1.8)%

	GS >50 kW
	96,062.66
	94,802.85
	(1.3)%

	Unmetered Scattered
	201.56
	197.57
	(1.9)%

	Streetlight
	7.32
	7.26
	(0.8)%


Disposal Over Four Years

	Customer Class
	2010 Rates w/o Disposal
	2010 Rates – Disposition over Four Years
	% Decrease in Rates

	Residential
	93.53
	92.44
	(1.1)%

	GS <50 kW
	215.94
	213.21
	(1.3)%

	GS >50 kW
	96,062.66
	95,117.94
	(0.9)%

	Unmetered Scattered
	201.56
	198.62
	(1.9)%

	Streetlight
	7.32
	7.27
	(1.4)%


It is clear that the disposal of the RSVA accounts will create a reduction in rates to the customer, although not a significant reduction, under any of the 1 to 4 year disposition scenarios.  

Rate stability has been indicated as a desired outcome of any rate filing.  Kenora Hydro is in the process of developing the Cost of Service application for new rates effective May 1, 2011.   Kenora Hydro has undergone a significant re-design and refurbishment of our aged substation over the past 3 years.  This has resulted in unprecedented capital expenditures for this small utility.   
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CAPITAL EXPENDITURES (Excludes Smart Meter)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Historical
	
	Projected

	2004
	2005
	2006
	2007
	2008
	
	2009
	2010
	2011

	
	
	
	
	
	
	
	
	

	$300,219
	$473,233
	$344,390
	$1,154,772
	$625,096
	
	$1,469,257
	$1,522,000
	$590,000

	
	
	
	
	
	
	
	
	

	Average 2004 - 2006 
	$372,614
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	$ Increase over 2004 - 2006 Average
	
	
	
	
	
	

	                 Annual Capital Expenditures
	$782,158
	$252,482
	
	$1,096,643
	$1,149,386
	$217,386

	
	
	
	
	
	
	
	
	

	% Increase over 2004 - 2006 Average
	
	
	
	
	
	

	                 Annual Capital Expenditures
	210%
	68%
	
	294%
	308%
	58%


It is inevitable that through the 2010 Cost of Capital rate model, customers will experience a rate increase in the spring of 2011.
In addition to the extensive capital expenditures incurred over the past few years, the smart meter program has also resulted in significant expenditures to date, increasing the Variance Accounts to a point that the net amount payable to customers that has accrued in the RSVA accounts is completely offset (and has now moved the variances to a recoverable position) by the smart meter outlays.  With the potential recovery of the smart meter expenditures, it would not be logical to reduce rates for May 1, 2010, then to have customers face potentially significant rate increases in the near term to recover these outlays.  The benefit that each customer will receive from a disposition of the RSVA accounts will be enjoyed for only one year, as new rates will take effect in the spring of 2011.
Therefore, it is the position of management of Kenora Hydro that a rate decrease, no matter how slight, in May 2010 will create customer confusion, and will not promote rate stability in our small customer base.  It is recommended in this rate model that there be no disposal of the RSVA balances for May 1, 2010.
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Network and Connection Rates

As detailed in the OEB Guideline G-2008-0001 “Electricity Distribution Retail Transmission Service Rates” revised July 22, 2009, this rate filing includes a proposed adjustment to customer rates for Network charges, as a result of the IESO’s changes in charges to distributors.  An analysis of the impact of the increase from the IESO on the Network variance accounts has resulted in a requested increase of 10% for the customer Network Service rate.  The increases are to be applied uniformly to all rate classes, effective May 1, 2010.  The analysis indicates that the proposed IESO rate increases require this adjustment to customer rates in order to minimize the impact on the corresponding variance account.   A summary of the impacts follows in this document as Schedule 1.  Details are presented in Schedule 2 in the pdf document Kenora_APPL_20091125.
Rate Impacts
The distribution rate adjustments proposed in the 2010 IRM have the following impact on rates, using consumption as prescribed in the model:

Customer Class





Rate Impact
Residential customers (at 800 kwh)


$0.66  
=  0.7% increase


General Service < 50 kW (at 2,000 kwh)


$1.15  
=  0.5% increase


General Service > 50 kW (at 995,000 kwh, 2,480kW)    $484.07  
=  0.5% increase


Unmetered Scattered Load (at 2,000 kwh)

$1.02  
=  0.5% increase

Streetlights (at 37 kwh, 0.1 kW)



$0.06  
=  0.8% increase





This filing has been completed with the most current and accurate information at the time of filing.  Best efforts were made to ensure this filing was accurate and complete as instructed in the Filing Requirements for 2010 Incentive Regulation Mechanism Distribution Rate Adjustments, of August 24, 2009, as well as Guidelines G-2008-0001 revised July 22, 2009.
Janice Robertson

Manager of Finance & Regulatory Affairs

jrobertson@kenora.ca

Phone (807) 467-2014

Fax (807) 467-2068
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