




MANAGER’S SUMMARY - MAY 1, 2008 
ELECTRICITY DISTRIBUTION RATE ADJUSTMENT – 
NIAGARA FALLS HYDRO INC. (THE “APPLICANT”) 

FILED NOVEMBER 1, 2007 

1. Introduction: 

1.1 On September 28, 2007, the Ontario Energy Board (the “OEB”) issued the Filing 
Requirements for 2008 Incentive Regulation Mechanism Distribution Rate Adjustments. 
The Filing Requirements set out that distributor’s applying for distribution rate 
adjustments for May 1, 2008 based on the 2nd Generation Incentive Regulation 
Mechanism (“IRM”) policies set out in the Report of the Board on Cost of Capital and 2nd 
Generation Incentive Regulation Mechanism (the “Board Report” or the “Report”) dated 
December 20, 2006.  Distributors not filing on this basis will need to file a Cost of 
Service rate application in accordance with the Board’s Filing Requirements for 
Transmission and Distribution Applications, based on a forward test year. 

1.2  The Filing Requirements convey the OEB’s expectation that 2008 electricity distribution 
rate adjustment applications be filed by November 1, 2007.   

The Filing Requirements outline that the 2008 rate adjustments will include the 2nd 
Generation IRM price cap adjustment; and the removal of the regulatory asset recovery, 
as applicable. 

1.3 The Applicant confirms that it is applying for its 2008 distribution rate adjustment based 
on the cost of capital and 2nd Generation IRM policies as set out in the OEB’s Filing 
Requirements. Accordingly, the Applicant has prepared its submission in accordance 
with the methodology set out in the Filing Requirements, and has used the OEB’s 2008 
Incentive Regulation Mechanism Distribution Rate Adjustment Model (the “2008 IRM 
Model”) issued with the Filing Requirements to calculate its proposed 2008 electricity 
distribution rates and charges, effective May 1, 2008. 

1.4 The Applicant’s requested 2008 adjustments, based on the bill impact analysis 
incorporated into the 2008 IRM Model, result in the following average bill impacts: 

Residential (811 kWh before GST)    -1.2% 
General Service <50 kW (2,992 kWh before GST)       0.7% 
General Service > 50 kW (269 kW before GST)   -0.8% 

 Bill impacts related to specific customer classes and consumption profiles are reviewed 
in detail in the body of this Manager's Summary. 

1.5 As this submission is consistent with the policies of the Report and the OEB’s Filing 
Requirements, the Applicant trusts that this Application will be addressed and determined 
by the OEB in order that the proposed distribution rates may be implemented for May 1, 
2008.  In the event that the OEB determines that it will be unable to consider certain of 
the adjustments requested by the Applicant within the time available prior to May 1, 
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2008, the Applicant requests that the OEB issue an interim Order which would allow for 
those adjustments with which the OEB has no concerns to be made effective May 1, 
2008. 

1.6 This Manager's Summary is organized to correspond to the various steps in the 2008 IRM 
Model, from the identification of the Applicant’s 2007 Rate Classes in Sheet 2 (Sheet 1, 
the “Utility Information Sheet”, consists simply of the identification of, and the contact 
information for the Applicant), through the analysis of bill impacts in Sheets 12-13.  The 
remainder of this submission is set out as follows: 

Section: Topic: 

2. Identification of 2007 Rate Classes (Sheet 2) 
3. 2007 OEB-Approved Tariff of Rates and Charges (Sheet 3) 
4. Smart Meter Information, and Removal of Smart Meter Charge from 2007                        

Rates (Sheets 4 and 5) 
5.                   Conservation and Demand Management 
6. K-factor Derivation (Sheet 6) 
7. Price Cap Adjustment to “Basic” Distribution Rates (Sheet 7) 
8. Add back of Smart Meter Amounts (Sheet 8) 
9. Z-Factor Rate Rider Adjustment (Sheet 9) 
10.                   Proposed Tariff of Rates and Charges, Effective May 1, 2008 (Sheet 10) 
11. Distribution Rate Change Summary (Sheet 11) 
12.                   Bill Impacts (Sheets 12 and 13) 
13. Conclusion 

The Applicant would be pleased to address any questions the OEB may have in respect of 
this proposed rate adjustment, to be implemented May 1, 2008. 
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2. Identification of 2007 Rate Classes (Sheet 2): 

2.1 The Applicant has identified its 2007 Service Classifications and Rate Classifications in 
Sheet 2 of the 2008 IRM Model.  The classifications are set out in Table 2-1 below, for 
the OEB's reference. 

TABLE 2-1 
 

NIAGARA FALLS HYDRO INC 
2007 RATE CLASSIFICATIONS 

 
Rate Classifications: 

■ Residential 
■ General Service Less Than 50 kW 
■ General Service 50 to 4,999 kW 
■ Unmetered Scattered Load 
■ Sentinel Lighting 
■ Street Lighting 
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3. 2007 OEB-Approved Tariff of Rates and Charges (Sheet 3): 

3.1 In Sheet 3, the Applicant has entered its OEB-approved 2007 electricity distribution rates 
and charges. In accordance to the Filing Requirements, the Applicant does not request an 
extension for recovery of Regulatory Assets.   

3.2 The OEB-2007 electricity distribution rates and charges are set out in Table 3-1 below, 
for the OEB's reference. 

TABLE 3-1 
 

NIAGARA FALLS HYDRO INC 
OEB-APPROVED 2007 ELECTRICITY DISTRIBUTION 

RATES AND CHARGES 
  

Residential  
Monthly Service Charge per Customer $16.59 
Distribution kWh Rate $0.0139 
Regulatory Asset Recovery $0.0016 
  
General Service < 50 kW  
Monthly Service Charge per Customer $48.62 
Distribution kWh Rate $0.0103 
Regulatory Asset Recovery    $(0.0007) 
  
General Service > 50 kW  
Monthly Service Charge per Customer $286.80 
Distribution kW Rate $3.0181 
Regulatory Asset Recovery $0.2909 
  
Unmetered Scattered Load  
Monthly Service Charge per Customer $24.18 
Distribution kWh Rate $0.0103 
Regulatory Asset Recovery $(0.0007) 
  
Sentinel Lights  
Monthly Service Charge per Connection $1.12 
Distribution kW Rate $4.1763 
Regulatory Asset Recovery $5.8813 
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Street Lighting  
Monthly Service Charge per Connection $0.33 
Distribution kW Rate $1.7306 
Regulatory Asset Recovery $(1.1901) 
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4. Smart Meter Information, and Removal of Smart Meter Charge from 
2007 Rates (Sheets 4 and 5): 

4.1 In accordance with the Board’s Decision RP-2005-0020/EB-2005-0529 and as approved 
in the Board’s Decision and Rate Order for each distribution rate application, smart meter 
funding is currently included in the Monthly Service Charge for metered customers. The 
Filing Requirements outline that the current rate adder must be removed and then re-
incorporated into the 2008 rate.  

4.2 As reported in the Filing Requirements,  

“ Based on the methodology set out in Appendix “E” in the Board’s Decision EB-2007-0063, prescribed 
distributors are required to calculate their Smart Meter adder for 2008.  This amount should be entered into 
the Smart Meter Adder Sheet. “ 

4.3 Sheet 4 of the 2008 IRM Model shows the Applicant’s 2007 and 2008 smart meter-
related rate adders.  Sheet 5 removes the smart meter component of the fixed monthly 
charge to create a new “Base” monthly service charge.  The Applicant’s Monthly Service 
Charges, Smart Meter Charges and Base Monthly Service Charges are set out in Table 4-
1 below, for the OEB's reference. 

TABLE 4-1 
NIAGARA FALLS HYDRO INC 

Monthly Service Charges, 2008 Smart Meter Charges and Base Monthly Service Charges 

Rate Class Monthly 
Service Charge

Smart Meter 
Charge 

“Base” Monthly 
Service Charge 

Residential $16.59 $0.27 $16.32 

General Service < 50 kW $48.62 $0.27 $48.35 

General Service > 50 kW $286.80 $0.27 $286.53 

Unmetered Scattered Load $24.18 $0.00 $24.18 

Sentinel Lighting $1.13 $0.00 $1.13 

Street Lighting $0.33 $0.00 $0.33 

 

4.4 The 2008 smart meter-related adder is applied to the Base Monthly Service Charges later 
in the rate making process, after the price cap adjustment to the “Basic” Distribution 
Rates.  It is discussed in Section 8, below. 
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5. Conservation and Demand Management: 

5.1 The Filing Requirements set out that CDM funding approved in rates for 2007 must be 
removed from the 2008 rates.  This adjustment does not apply to funds approved under 
the third tranche of the Market Adjusted Revenue Requirement, approved in rates in 
2005. 

5.2 The Applicant did not receive any incremental CDM funding in its OEB-approved 2007 
distribution rates.  Accordingly, the Adjusted Monthly Service Charges at this stage are 
shown in Table 4-1, and the volumetric rates remain unchanged. 

6. K-Factor (Sheet 6): 

6.1 Sheet 6 of the 2008 IRM Model calculates the K-factor adjustment for the transition to 
the common deemed capital structure of 60% equity and 40% debt to be used for rate 
setting, replacing the four capital structures in use since 2000.  The calculated K-factor 
represents the percentage change in revenue requirement (including taxes/PILs) and 
hence, distribution rates, due solely to changing from the distributor’s current deemed 
capital structure to the 2008 transitional capital structure appropriate for that distributor 
(the “K-factor adjustment”). 

6.2 The Applicant submits a calculated K-Factor of –0.5%. 
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7. Price Cap Adjustment (Sheet 7): 

7.1 The Filing Requirements (at page 4) provide that “The Board has determined that GDP-
IPI [the Canada Gross Domestic Product Implicit Price Index] – for final domestic 
demand is to be used as the price escalator for the 2nd Generation IRM.  The Board 
expects applicants to use, as a proxy, the current value of 1.9% in their application. When 
the final 2007 data are published by Statistics Canada in late February 2008, the Board 
will adjust the inflation index in each distributor’s rate application model, to ensure this 
final published number is used to adjust rates for all distributors.” 

7.2 The OEB’s 1% X-Factor is then applied to the price escalator, so that the price 
adjustment formula is (GDP-IPI)-X, and the –0.5% K-Factor.  Based on the current GDP-
IPI proxy of 1.9%, the result is a net upward adjustment of 0.4%. 

7.3 Sheet 7 of the 2008 IRM Model applies this price cap adjustment.  The Applicant’s 
resulting price cap adjusted monthly service charges and volumetric rates are summarized 
in Table 7-1, below, for the OEB's reference: 

TABLE 7-1 
NIAGARA FALLS HYDRO INC 

Price Cap Adjusted Monthly Service Charges and Volumetric Rates 

Rate Class Monthly Service Charge 
with Price Cap Adjustment

Volumetric Rate with 
Price Cap Adjustment 

Residential $16.39 $0.0140 

General Service < 50 kW $48.54 $0.0103 

General Service > 50 kW $287.68 $3.0302 

Unmetered Scattered 
Load 

$24.28 $0.0103 

Sentinel Lighting $1.13 $4.1930 

Street Lighting $0.33 $1.7375 
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8. Addback of Smart Meter Amounts (Sheet 8) 

8.1 Having removed the smart meter adder in Sheet 5, the 2008 IRM Model restores the 
smart meter adder in Sheet 8. 

8.2 The 2008 smart meter adder will be $0.27, once again to be added to the monthly service 
charge.  The price cap adjusted volumetric charge will not change because of the 
restoration of the smart meter adder. 

8.3 Sheet 8 generates the “Final” 2008 monthly service charges and volumetric charges, 
which are then incorporated into Sheet 10 (the Applicant’s proposed Tariff of Rates and 
Charges.) 

8.4 The Applicant’s resulting “2008 Final Monthly Service Charges” and “2008 Final 
Volumetric Rates” are summarized in Table 8-1, below, for the OEB's reference. 

 

TABLE 8-1 
NIAGARA FALLS HYDRO INC 

“2008 Final” Monthly Service Charges and Volumetric Rates 

Rate Class Monthly 
Service 
Charge 

2008 Smart 
Meter Charge 

“2008 Final” 
Monthly 
Service 
Charge 

“2008 Final” 
Volumetric 

Rate 

Residential $16.39 $0.27 $16.66 $0.0140 

General Service < 50 kW $48.54 $0.27 $48.81 $0.0103 

General Service > 50 kW $287.68 $0.27 $287.95 $3.0302 

Unmetered Scattered 
Load 

$24.28 $0.00 $24.28 $0.0103 

Sentinel Lighting $1.13 $0.00 $1.13 $4.1930 

Street Lighting $0.33 $0.00 $0.33 $1.7375 
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9. Z-Factors and Other Matters 

9.1 The Applicant confirms that there are no Z-Factor or other adjustments being requested 
in this Application.  

10. Proposed Tariff of Rates and Charges, Effective May 1, 2008 (Sheet 10): 

10.1 Sheet 10 of the 2008 IRM Model sets out the Applicant’s full tariff of rates and charges, 
which includes the 2008 Final Monthly Service Charges and Volumetric Rates calculated 
in Sheet 8 and all other charges that form part of the Applicant’s rate order - these other 
charges are not changing in the 2008 IRM process.  Accordingly, the Applicant has not 
provided a summary of the tariff here.  The 2008 Final Monthly Service Charges and 
Variable Rates that result from the operation of the 2008 IRM Model has been 
summarized in Table 8-1. 

11. Distribution Rate Change Summary 

11.1 Sheet 11 of the 2008 IRM Model sets out the Applicant’s Distribution Rate Change 
summary, which outlines the calculation of rate change for each of the Applicant’s rate 
classes.  The 2008 Distribution Rate Change has been summarized in Table 11-1, below. 
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Table 11-1 

NIAGARA FALLS HYDRO INC. 

“Distributor’s Rate Change Summary” 

 

Residential Data ($) $ Per kW / kWh 
 2007 Rates  $                 16.59   $              0.0139  
 Less: Smart meters -$                  0.27   $                   -     
 Less: CDM  $                      -     $                   -      
 Add: GDP-IPI  -  X  $                  0.15   $              0.0001  
 Add: K-Factor  $                 (0.08) -$              0.0001  
 Add: Smart Meters  $                  0.27   $                   -     
 Final 2008 Rates  $                 16.66   $              0.0140  
       
    Fixed   Volumetric  
General Service Less Than 50 kW Data  ($)   $ Per kW / kWh 
 2007 Rates  $                 48.62   $              0.0103  
 Less: Smart meters -$                  0.27   $                   -     
 Less: CDM  $                      -     $                   -      
 Add: GDP-IPI  -  X  $                  0.44   $              0.0001  
 Add: K-Factor  $                 (0.24) -$              0.0001  
 Add: Smart Meters  $                  0.27   $                   -     
 Final 2008 Rates  $                 48.81   $              0.0103  
      
    Fixed   Volumetric  
General Service 50 to 4,999 kW Data  ($)   $ Per kW / kWh 
 2007 Rates  $               286.80   $              3.0181  
 Less: Smart meters -$                  0.27   $                   -     
 Less: CDM  $                      -     $                   -      
 Add: GDP-IPI  -  X  $                  2.58   $              0.0272  
 Add: K-Factor  $                 (1.43) -$              0.0151  
 Add: Smart Meters  $                  0.27   $                   -     
 Final 2008 Rates  $               287.95   $              3.0302  
       
    Fixed   Volumetric  
Unmetered Scattered Load Data  ($)   $ Per kW / kWh 
 2007 Rates  $                 24.18   $              0.0103  
 Less: Smart meters  $                      -     $                   -     
 Less: CDM  $                      -     $                   -      
 Add: GDP-IPI  -  X  $                  0.22   $              0.0001  
 Add: K-Factor  $                 (0.12) -$              0.0001  
 Add: Smart Meters  $                      -     $                   -     
 Final 2008 Rates  $                 24.28   $              0.0103  
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    Fixed   Volumetric  
Sentinel Lighting Data  ($)   $ Per kW / kWh 
 2007 Rates  $                  1.13   $              4.1763  
 Less: Smart meters  $                      -     $                   -     
 Less: CDM  $                      -     $                   -      
 Add: GDP-IPI  -  X  $                  0.01   $              0.0376  
 Add: K-Factor  $                 (0.01) -$              0.0209  
 Add: Smart Meters  $                      -     $                   -     
 Final 2008 Rates  $                  1.13   $              4.1930  
       
    Fixed   Volumetric  
Street Lighting Data  ($)   $ Per kW / kWh 
 2007 Rates  $                  0.33   $              1.7306  
 Less: Smart meters  $                      -     $                   -     
 Less: CDM  $                      -     $                   -      
 Add: GDP-IPI  -  X  $                  0.00   $              0.0156  
 Add: K-Factor  $                 (0.00) -$              0.0087  
 Add: Smart Meters  $                      -     $                   -     
 Final 2008 Rates  $                  0.33   $              1.7375  
       
 

12. Bill Impacts (Sheets 12 and 13) 

12.1 Sheets 12 and 13 of the 2008 IRM Model calculate the impacts of the 2008 adjustments 
on customer bills – the sheets include numerous customer profiles, and bill impacts are 
calculated. 

12.2 The sheets calculate dollar and percentage changes in respect of individual elements of 
the bill, and in respect of the total bill.  The following briefly summarize the average 
consumption impacts of the adjustments on the total bill. 

 

 

 

 

 

 

 

 



 
 

2008 Rate Adjustment Manager's Summary 
November 1, 2007 

Page 13 of 14 
 

TABLE 12-1 
Sheet 13 

NIAGARA FALLS HYDRO INC 
BILL IMPACT ANALYSIS  

      

 2007 Bill 2008 Bill Difference 
Bill Impact 

%  

Residential Class      
811 kWh $102.99 $101.78 $(1.22) -1.2%  
      
General Service < 50 kW      
2992 kWh $3,57.82 $360.24 $2.42 0.7%  
      
 
General Service > 50 kW      
269 kW, 89,357 kWh $9,890.55 $9,812.26 $(78.28) -0.8%  
      
Unmetered Scattered Load      
425 kWh $66.09 $66.52 $0.42 0.6%  
      
Sentinel Lighting      
1 kW, 75 kWh $20.98 $14.76 $(6.22) -29.6%  
      
Street Lighting      
1285 kW, 388,465 kWh $37,516.40 $39,146.83 $1,630.43 4.3%  

 

12.3 The Applicant submits that the anticipated bill impacts in this application are reasonable 
and that no mitigation measures are necessary. 
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13.  Conclusion 

13.1 In light of the all of the foregoing, including the minimal bill impacts arising out of its 
proposed 2008 distribution rate adjustments, the Applicant requests that the OEB adjust 
its rates in the manner set out in the 2008 IRM Model submitted herewith. 
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