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Friday, October 15, 2010

Ontario Energy Board

P.O. Box 2319, 27th Floor

2300 Yonge Street

Toronto, ON

M4P 1E4

Attention: Kristen Walli, Board Secretary
Dear Ms. Walli:
Re: North Bay Hydro Distribution Ltd. – Application for 2011 Electricity Distribution Rates – EB-2010-0102
North Bay Hydro Distribution Ltd. (NBHDL) is pleased to submit to the Ontario Energy Board (the “Board”) its 2011 electricity distribution rate application, in compliance with the Board letter dated August 20, 2010 that directs the company to file its electricity distribution rate application by October 15, 2010.  In the case of NBHDL, this application is a 3rd Generation Incentive Rate ("IRM3") rate application, which includes the continuation of a directive from a previous Board Decision for a Revenue Cost Ratio Adjustment.  
The filing requirements indicate that each application should include:

· A Manager’s Summary documenting and explaining all rate adjustments applied for;
· A completed Rate Generator model with supplemental filing modules or work forms, provided by the Board, both in electronic (i.e. Excel) and PDF form;
· A  PDF copy of the current Tariff Sheet;
· A PDF copy of the facsimile tariff sheet generated by the Rate Generator; and
· A PDF copy of the bill impacts generated by the Rate Generator. 

The completed 2011 IRM3 models are attached along with the requested tariff sheets and bill impact information.  The Manager’s Summary for NBHDL’s 2011 rate application is also attached to this letter.  The information that is provided in the IRM3 models will not be repeated in the Manager's Summary in order to focus the Manager's Summary on the relevant items. 

NBHDL’s 2011 electricity distribution rate application will be sent to you in the following form:

(a)  Electronic filing through the Board’s web portal, consisting of one (1) electronic copy of the application in searchable / unrestricted PDF format and one (1) electronic copy in Microsoft Excel format of the completed Rate Generator along with supplemental filing work forms; 
(b)  Two (2) paper copies of the application, the Manager’s Summary and the 
IRM Models, along with a CD of the above (item (a)).

We would be pleased to provide any further information or details that you may require relative to this application. 

Yours truly,

Original signed by
Todd Wilcox,
C.O.O.
North Bay Hydro Distribution Limited

(705) 474-8100 (305)

twilcox@northbayhydro.com

NORTH BAY HYDRO DISTRIBUTION LTD.
EB-2010-0102

MANAGER’S SUMMARY

OCTOBER 15, 2010

North Bay Hydro Distribution Ltd. (NBHDL) is a licensed electricity distributor (ED-2003-0024) that owns and operates electricity distribution systems that provide service to the City of North Bay.  NBHDL charges its customers distribution rates and other charges as authorized by the Ontario Energy Board (“Board”).  In this application, NBHDL is applying for rates and other charges effective May 1, 2011.

NBHDL has adhered to the Board’s directions in completing the Board approved IRM3 rate models and incorporated the necessary adjustments.  This Manager’s Summary will address the following items:

· Price Cap Adjustment

· Smart Meter Funding Adder

· Low Voltage Service Charges

· LRAM / SSM Cost Claims

· Retail Transmission Service Rates

· Deferral and Variance Account Rider

· Smart Grid Rate Adder

· Revenue to Cost Ratio Adjustment

· Tax Changes

· Bill Impacts
· Rate Generator Model and Supplemental Models – Appendix A 

· Current Tariff Sheet, Proposed Tariff Sheets and Bill Impacts – Appendix B
· Recovery of the Late Payment Class Action Settlement – Appendix C
Price Cap Adjustment 

Under the 3rd Generation IRM plan, NBHDL’s electricity distribution rates for 2011 have been adjusted for three factors: a price escalator, a productivity factor and a stretch factor.  For the purposes of preparing the 2011 application, the Board expects NBHDL to use a proxy for the price cap adjustment; the proxy is .18%.  NBHDL understands that when the final price adjustment factor is determined the Board will adjust the price cap adjustment assumed in the 2011 final rates. 

Smart Meter Funding Adder

For 2011 rates, NBHDL proposes to maintain the rate of $1.47 per meter per month as approved in its current tariff sheet.
Low Voltage Service Charges
For 2011 rates, NBHDL proposes to maintain the low voltage service charge rates as approved in its current tariff sheet.  
LRAM / SSM Cost Claims

Per NBHDL’s rate order, NBHDL will continue the current rate rider until its sunset date of April 30, 2013.

NBHDL had anticipated a possible LRAM claim for 2008 and 2009 OPA programs; however, OPA results for the 2009 programs have not yet been finalized.
Retail Transmission Service Rates

The Board’s Guideline G-2008-0001 - Electricity Distribution Retail Transmission Service Rates - was amended July 8, 2010 to reflect a new approach expected to minimize variances in USoA Account 1584 and 1586.  RTSRs are to be adjusted based on a comparison of historical transmission costs adjusted for new UTR levels and revenues generated from existing RTSRs.  Board prepared model “2011 RTSR Adjustment Work form” was completed to calculate NBHDL’s rates by rate class.
Deferral and Variance Account Rider

The input requirements of the “2011 IRM Deferral and Variance Account Work form” regarding Group 1 account balances determined that there was a total debit variance of $511,476.  This amount represents the December 31, 2009 audited balances with interest projected to 
April 30, 2011.  The Threshold Test determined a debit rate of $0.000907 per kWh which rounds to the ceiling rate of $0.001 per kWh established by the Board; therefore a disposition plan is required by NBHDL.  NBHDL proposes to dispose of the variance balance and recover the amount from customers over a one year term.

With respect to USoA Account 1588 Global Adjustment Sub-Account, NBHDL is not in a position to apply the disposition of this account prospectively to non-RPP customers.  In the decision released by the Board for NBHDL’s 2010 Cost of Service (COS) application, (EB-2009-0270 - page 3 of the PDF document / paragraph 10) the Board accepted that NBHDL did not have the capability to implement such a change to its billing system.  The status of this billing capability has not changed.  The Board directed NBHDL to estimate the costs expected to be incurred in order to accommodate the establishment of a separate rate rider applicable to non-RPP customers no later than the next rebasing proceeding.  
The current deferral and variance account disposition rider will continue until its approved sunset date of April 30, 2011.
Smart Grid Rate Adder

For 2011 rates, NBHDL proposes to maintain the $0.08 per metered customer per month as approved in its current rates.  Per NBHDL’s decision (EB-2009-0270 – page 4 of the PDF document / paragraphs 12 and 13), the Board approved this funding adder through the IRM period.
Revenue to Cost Ratio Adjustment
In order to implement the next phase of the directive from the Board’s Decision for NBHDL’s 2010 COS application in regards to revenue to cost ratios, NBHDL proposes the following Revenue to Cost ratios as determined by the “2011 IRM3 Revenue Cost Ratio Adjustment Work form”:
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Residential

98.59%

98.59%

0.00%

GS < 50 kW

112.57%

112.57%

0.00%

GS > 50 kW

120.11%

113.33%

-6.78%

General Service > 3000 to 4999 kW

58.63%

69.32%

10.68%

USL

99.65%

99.65%

0.00%

Sentinel Lights

54.24%

62.12%

7.88%

Street Lighting

40.05%

55.03%

14.97%


In its 2010 COS application, NBHDL proposed to increase the revenue cost ratios for Street Lighting, Sentinel Lighting and the General Service > 3,000 to 4,999 kW class in order to reach the bottom of the Board’s approved target range.  As per the decision, NBHDL adjusted the revenue cost ratios 50% of the difference between their respective current levels and the bottom of the corresponding range, with the intent of increasing a further 25% of the difference in the 2011 IRM period and the final 25% in the 2012 IRM period.  This staggered approach will result in all classes being at least at the lower threshold of the Board approved range by 2012.

100% of the additional revenue from the above classes is assigned to the GS > 50 kW class to lower its revenue to cost ratio to 113.33%.

Tax Changes

In its 2010 COS application, NBHDL was approved for $686,307 for income and capital taxes.  The Board has determined that currently known tax changes from the level reflected in the Board-approved bases rates will be reflected in the IRM adjustments.  
Based on this rationale, it is NBHDL’s assumption that the “2011 IRM3 Shared Tax Savings Work form” model should calculate an identical grossed up tax amount as was approved in the 2010 COS decision.  Due to the limitations of the model, NBHDL has assumed a regulatory taxable income of $1,500,001 which results in a grossed up tax amount of $695,311; a $9,004 deviation from the approved COS figure.  Utilizing a tax amount of $695,311 results in an estimated total incremental tax savings of ($104,777) of which NBHDL will pass on $52,388 (50%) to its customers through a one year rate rider.

Bill Impacts

The bill impact worksheet within the Rate Generator model does not take into account the following considerations:

· GS 3,000 to 4,999 kW class should utilize the primary metered loss factor; 
· NBHDL has an approved 5 digit rate for Low Voltage Service Charges; and
· All connections in the Street Light class belong to one customer and as such the bill impact should include all connections forecasted in determining the service charge amount.

It is NBHDL’s opinion that these considerations have an immaterial impact on the bill impact worksheets generated by the Rate Generator model and as such, the bill impacts provide an appropriate reflection of the proposed increases.
Recovery of the Late Payment Class Action Settlement
NBHDL has included a request that the Board initiate a generic proceeding to address prudence and define the recovery method to be utilized, starting in 2011, for the late payment settlement.  Please see Appendix “C”.
Conclusion
In summary, the bill impact for a Residential customer with NBHDL, with a monthly electricity consumption of 800 kWh, will be .5% or $.061 per month after HST.  The bill impact for a General Service Less Than 50 kW customer with a monthly electricity consumption of 2,000 kWh will be .4% or $1.02 per month after HST.

Appendix A contains the worksheets for the rate generator model as well as all additional supplemental models.  A copy of the current tariff sheet and the proposed tariff sheet are provided in Appendix B along with bill impacts.  
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