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Application 1 
 2 

ONTARIO ENERGY BOARD 3 
 4 

IN THE MATTER OF the Ontario Energy Board Act, 1998,  5 
S.O. 1998, c. 15 (Sched. B) 6 
 7 
AND IN THE MATTER OF an application by Niagara 8 
West Transformation Corporation for an Order or Orders 9 
pursuant to section 78 of the Ontario Energy Board Act, 1998 10 
for 2011 transmission transformation connection rates. 11 

 12 
EB-2010-0XXX 13 

 14 
1. Niagara West Transformation Corporation ("NWTC") owns and operates a transmission 15 

station that provides power to the former Peninsula West Utilities Limited,(now known 16 

as Niagara Peninsula Energy Inc.) and Grimsby Power Incorporated. 17 

 18 

2. NWTC hereby applies to the Ontario Energy Board (the "Board") for an Order or Orders 19 

made  pursuant to Section 78 of the Ontario Energy Board Act, 1998, as amended (the 20 

"OEB Act"), approving just and reasonable rates for the transformation of wholesale 21 

electricity based on a 2011 forward test year. 22 

 23 

3. NWTC  has materially followed the filing requirements set out in Chapter 2 of the 24 

Board’s Filing Requirements for Transmission and Distribution Applications. 25 

 26 

4. As indicated in NWTC's pre-filed evidence, NWTC 's forecasted 2011 base revenue  27 

requirement is $838,672 Based on current transmission rates and forecast load, NWTC's 28 

forecasts a 2011 revenue deficiency of $190,410 29 

 30 

5. NWTC is seeking Board approval to update the Uniform Transmission Transformation 31 

Connection Rate for Ontario for 2011 so as to permit NWTC to recover its forecasted 32 

base revenue requirement of $838,672 for 2011. Since the requested base revenue 33 

requirement is a relatively small component of the total cost of providing transmission 34 
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transformation connection service in Ontario, NWTC does not anticipate the provincial 1 

Uniform Transmission Transformation Connection Rate will be impacted. 2 

 3 

6. NWTC requests the recovery of the requested base revenue requirement be made 4 

effective as of March 1, 2011. 5 

 6 

7. This Application is supported by written evidence. The written evidence will be pre-filed 7 

and may be amended from time to time, prior to the Board's final decision on this 8 

Application 9 

 10 

8. The persons affected by this Application are the ratepayers of NWTC's transmission 11 

transformation connection rate which include Grimsby Power Incorporated and Niagara 12 

Peninsula Energy Inc. Since NWTC expects the provincial Uniform Transmission 13 

Transformation Connection Rate will not change no other ratepayers should be impacted. 14 

  15 

9. NWTC requests that a copy of all documents filed with the Board in this proceeding be 16 

served on the Applicant as follows: 17 

 18 

The Applicant: 19 

Niagara West Transformation Corporation  20 
231 Roberts Rd., 21 
Grimsby ON  L3M 5N2 22 
Attention: Karen Bubish 23 
Vice President Administration 24 
 25 
905-563-6452  after November 15, 2010  727-559-1696 26 
Karen.bubish@live.com 27 
 28 

DATED at Grimsby, Ontario, this 9th day of November, 2010. 29 

 30 

NIAGARA WEST TRANSFORMATION CORPORATION 31 

 32 
____________________________________ 33 
Karen Bubish 34 
Vice President Administration 35 
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Summary of the Application 1 

This transmission transformation connection rate application filed by NWTC is based on a 2011 2 

test year.  For the 2011 test year, NWTC is requesting for the first time that the proposed based 3 

revenue requirement of $838,672 be included in the calculation of the Provincial Uniform 4 

Transmission Transformation Connection Rate effective March 1, 2011. As shown in the Rate 5 

Design section of this application, the approval of NWTCs revenue requirement will have no 6 

impact on the Provincial Uniform Transmission Transformation Connection Rate.  From using 7 

the calculation outlined in the application by Great Lakes Power Transmission LP for 2011 and 8 

2012 Transmission Rates (EB-2010-0291), the proposed Provincial Uniform Transmission 9 

Transformation Connection Rate of $1.73 per kW will not change whether NWTC is included in 10 

the calculation or not. 11 

In order to understand the purpose of this application the following discussion outlines the 12 

regulatory history surrounding NWTC. Appendix A provides the most recent Board Order and 13 

Decision (RP-2004-0139; EB-2004-0219) for NWTC. In the Order and Decision it outlines that 14 

on March 5, 2004, NWTC made an application to the Board for an electricity transmission 15 

license and the setting of rates related to a newly constructed transformer station.  16 

Included with the Application were letters from the Minister of Energy dated June 20, 2003 and 17 

September 29, 2003, which provided approval for the rates setting Application to be made to the 18 

Board as required by section 79.6 of the Ontario Energy Board Act, 1998. In his letter of 19 

September 29, 2003, the Minister attached certain conditions to his approval.  20 

The Board approved, among other items consistent with the conditions of the Minister, that 21 

NWTC be authorized to collect $1.50/kW for the transformation service provided by the 22 

transformer station incremental to the existing load service provided by Hydro One Networks, 23 

effective March 12, 2004. The rate was authorized on an interim basis, pending the Board’s final 24 

determination of the true cost of the service. 25 

The Board also approved an Electricity Transmission License for NWTC and a copy of the 26 

license is outlined in Appendix B. 27 
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The purpose of this application it to provide the Board with information on the true cost of the 1 

service which along with a proposed load forecast to be included in the calculation of the 2 

Provincial Uniform Transmission Transformation Connection Rate. 3 

NWTC proposes that the true cost of service in 2011 is $841,192 and after revenue offsets of 4 

$2,520, the 2011 base revenue requirement is $838,672. This assumes a rate base $6,278,960 5 

which reflects the depreciated value of the original cost of the transformer station owned by 6 

NWTC plus a working capital allowance. No additional capital is assumed in this application. 7 

The 2011 operation and administration forecast is $210,900. 8 

The annual deprecation of the transformer station is $180,794 and no PILs are assumed in this 9 

application for 2011 since NWTC has previous losses carried available to offset the 2011 PILs 10 

requirement. 11 

The 2011 load forecast for NWTC is 432,175 kW based on the average of the actual usage from 12 

2007 to 2009.  13 

14 
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 Description of Utility Operations 1 
 2 

NWTC’s transformer station, which is shown on the system map provided below is located in the 3 

Township of West Lincoln and consists of : 4 

 A transformer station with connection to Hydro One Networks Inc. and  5 

 Transmission Lines Q23BM and Q25BM to supply power to the two local distribution 6 

companies, Grimsby Power and Niagara Peninsula Energy Inc. located at 3021 Regional 7 

Road # 12, Grassie, Ontario 8 
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Corporate and Utility Organization 1 
 2 
NWTC current corporate and utility structure is present in the following chart 3 
 4 
 5 

 6 
7 

  Peninsula West  
Power Inc 

50% Ownership 

  Niagara   
Power Inc 

50% Ownership 

Niagara West  
Transformation  

Corporation 

 Board of Directors 
Roger Hayes 

Joseph Panetta 
David Wilson 

Shafee Bacchus 
Karen Bubish 
Peter Wicks 

Karen Bubish,  
Vice President  

Administration and  
Corporate Secretary 

Peter Wicks,  
Vice President  

Operations 
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Budget Overview 1 

In the budget process for operating and administration (O&A) expenses NWTC has had very few 2 

changes since inception.  NWTC does not have any employees and operates under two service 3 

agreemnents.  One with Rondar Inc.(a five year agreement) and the other with Niagara Peninsula 4 

Energy Inc. 5 

 6 

The Vice President of Operations confirmed the budgeted maintenance expenditures, based on 7 

prior year and future service agreements, to allow for the continued safe and reliable operation of 8 

the transmission system. 9 

 10 

To ensure the budgeted O&A expenditures for the 2011 test years would provide sufficient 11 

funding, NWTC confirmed the budgeted O&A expenditures for the 2011 test year with staff 12 

from both service agreements via a bottom-up approach. NWTC used a bottom up approach that 13 

considers the needs and requirements of the organization in order to ensure sufficient funding to 14 

address those needs and requirements without sacrificing reliability or safety. To confirm 15 

budgeted maintenance expenditures for the 2011 test year, NWTC used the information gathered 16 

through inspections, testing and asset condition assessments.  All directors were involved in the 17 

process and approved the results at a regular board meeting in a resolution that was approved by 18 

all. 19 

20 



Niagara West Transformation Corporation. 
EB-2010-0XXX 

Page 12of 66 
Filed: November 9, 2010 

 
 

Schedule of Revenue Deficiency  1 
 2 

The following Table 1 outlines NWTC's 2011 proposed revenue requirement and resulting 3 

revenue deficiency when the proposed revenue requirement is compared to revenue at existing 4 

rates. 5 

Table 1 6 

2011 Revenue Requirement and Revenue Deficiency 7 

 8 

O&A Expenses $210,900 
Amortization Expenses $180,794 
Regulated Return On Capital $449,498 
PILs $0 
Service Revenue Requirement $841,192 
Revenue Offset ($2,520) 
Base Revenue Requirement $838,672 
    
Revenue @ Existing Rates $648,262 
    
Revenue Deficiency  $190,410 

 9 

The current NWTC transformation connection rate of $1.50 per kW was established in March 10 

2005 and was set at the time equal to the Hydro One rate for transmission transformation 11 

connection service. As a result, NWTC did not have a cost structure to support the 1.50 per kW. 12 

Without a cost structure for the existing rate it is difficult to evaluate the reasons for the revenue 13 

deficiency resulting from the proposed revenue requirement. However, NWTC believes that 14 

approval of this application and the resulting revenue requirement will allow it to earn a rate of 15 

return on rate base that is consistent with other transmitters in the province. 16 

 17 

NWTC has completed the Board's Revenue Requirement Workform which provides additional 18 

information associated with the calculation of revenue requirement outlined above. The Revenue 19 

Requirement Workform has been filed as part of this application as a separate electronic file. 20 

 21 
22 
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Financial Statement  1 
 2 
The audited financial statements for 2007 to 2009 are provided in Appendix C. The following 3 
outlines the Pro Forma Financial Statement for 2010 and 2011. For 2011 revenue is assumed to 4 
be revenue at existing rates. 5 
 6 

Pro Forma Statements     
  2010 2011 
Balance Sheet     
 Assets     
  Current Assets $386,520 $452,402 
  Accounts receivable  $57,715 $57,715 
  Prepaid expenses $0 $0 
  Property and equipment $6,337,722 $6,156,928 
  Total assets $6,781,957 $6,667,045 
 Liabilities     
  Accounts payable  $261,041 $261,041 
  Current portion of term loan $198,000 $214,000 
  Term loan $4,818,000 $4,604,000 
  Future PILs $174,000 $174,000 
  Equity $1,330,916 $1,414,004 
  Total liabilities $6,781,957 $6,667,045 
      
Income Statement     
 Revenue     
   Transformer connection charges $641,313 $648,262 
   Other Revenue $2,920 $2,520 
   Total $644,233 $650,782 
 Expenses     
   Administration  $211,175 $210,900 
   Depreciation $180,794 $180,794 
   Interest $120,100 $121,000 
   Total $512,069 $512,694 
 Income $132,164 $138,088 
 Future PILs $55,000 $55,000 
Net Income $77,164 $83,088 

7 
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 1 

Rate Base 2 
 3 
As indicated in the Table 2 below, NWTC’s rate base for 2011 has been forecasted to be 4 

$6,278,960. Rate base is calculated as the total of the average of the 2011 opening and closing 5 

net fixed assets and an allowance for working capital. The working capital allowance is 15% of 6 

controllable expenses  7 

 8 

NWTC has provided a summary of its rate base calculations for the actual years 2007 to 2009, 9 

2010 Bridge Year and 2011 Test Year  in the Table 2 below 10 

  11 

Table 2 12 

Summary of NWTC's Rate Base 13 

 14 

Description 2007 
Actual  

2008 
Actual  

2009 
Actual  2010 Test 2011 Test 

Gross Fixed Assets 7,626,628 7,626,628 7,626,628 7,626,628 7,626,628 
Accumulated Depreciation 746,524 927,318 1,108,112 1,288,906 1,469,700 
Net Book Value 6,880,104 6,699,310 6,518,516 6,337,722 6,156,928 
Average Net Book Value 6,970,501 6,789,707 6,608,913 6,428,119 6,247,325 
Working Capital 133,627 220,667 131,686 211,175 210,900 
Working Capital Allowance 20,044 33,100 19,753 31,676 31,635 
Rate Base 6,990,545 6,822,807 6,628,666 6,459,795 6,278,960 

 15 

The proposed 2011 rate base reflects the NWTC depreciated assets that were put in service on 16 

January 31, 2004 plus a 15% working capital allowance on the O&A expenses explained under 17 

the Operating Costs section. Since the original facilities were put into service no additional 18 

capital expenditures have occurred or are planned to occur in the test year. 19 

 20 
The following Table 3 outlines the fixed asset continuity statement which supports the fixed 21 

asset information in Table 2. 22 

23 
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Table 3 1 

NWTC Fixed Continuity Statement 2 

2007

Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 76,292 21,662 97,954 1,126,465
Transformer Station & Equipment 6,252,217 6,252,217 489,438 159,132 648,570 5,603,647
Total 7,626,628 0 7,626,628 565,730 180,794 746,524 6,880,104

2008
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 97,954 21,662 119,616 1,104,803
Transformer Station & Equipment 6,252,217 6,252,217 648,570 159,132 807,702 5,444,515
Total 7,626,628 0 7,626,628 746,524 180,794 927,318 6,699,310

2009
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 119,616 21,662 141,278 1,083,141
Transformer Station & Equipment 6,252,217 6,252,217 807,702 159,132 966,834 5,285,383
Total 7,626,628 0 7,626,628 927,318 180,794 1,108,112 6,518,516

2010
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 141,278 21,662 162,940 1,061,479
Transformer Station & Equipment 6,252,217 6,252,217 966,834 159,132 1,125,966 5,126,251
Total 7,626,628 0 7,626,628 1,108,112 180,794 1,288,906 6,337,722

2011
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 162,940 21,662 184,602 1,039,817
Transformer Station & Equipment 6,252,217 6,252,217 1,125,966 159,132 1,285,098 4,967,119
Total 7,626,628 0 7,626,628 1,288,906 180,794 1,469,700 6,156,928

Description
Opening 
Balance

Gross Cost Accumulated Depreciation

Additions
Closing 
Balance

Opening 
Balance

Closing 
BalanceAdditions

Net Book 
Value

3 
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Load Forecast  1 

Table 4 shown below outlines the proposed 2011 load forecast for this application for the 2 

customers of NWTC. The proposed 2011 load forecast reflects the average of the actual years 3 

2007 to 2009. The 2010 budget reflects a 1% growth rate over 2009 actual. Currently, the 2010 4 

actual year to date (i.e January to August) results are tracking about 6% over the same period for 5 

2009. However, the Minister of Energy and Infrastructure issued a directive, dated March 31, 6 

2010, to the Board with regards to electricity conservation and demand management (“CDM”) 7 

targets to be met by licensed electricity distributors. In accordance with the Directive, the Board 8 

is required to amend certain electricity distributors’ licences to include a requirement to achieve 9 

reductions in electricity consumption and reductions in peak provincial electricity demand by the 10 

amounts specified by the Board, through the delivery of CDM programs, over a four year period 11 

beginning January 1, 2011.  As a result, NWTC believes the expected actual 2010 level of usage 12 

is not sustainable in 2011 since  Grimsby Power Inc. and  Niagara Peninsula Energy Inc. will 13 

need to begin implementing additional CDM programs to achieve the required CDM targets. 14 

NWTC submits it is reasonable to base the load forecast of for the 2011 test year based on the 15 

average actual usage from 2007 to 2009.   16 

 17 

Table 4 18 

NWTC Load Forecast 19 

 20 

kWs 
2007 

Actual 
2008 

Actual 
2009 

Actual 
2010 

Budget 
2011 

Forecast 

Grimsby Power Inc 
 

255,774  251,702 246,436 
  

248,612  
  

251,306  

Niagara Peninsula Energy Inc.  
 

184,085  181,590 176,938 
  

178,930  
  

180,869  

Total 
 

439,859  433,292 423,374 427,542 432,175 
 21 

22 
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Operating Revenue 1 
 2 

Table 5 provides the NWTC operating revenue from 2007 actual to 2011 revenue at existing 3 

rates. 4 

Table 5 5 

NWTC Operating Revenue 6 

  
2007 

Actual 
2008 

Actual 
2009 

Actual 
2010 

Budget 

2011 
Revenue 

at Existing 
Rate 

Transformer Connection Charges  
  

659,789  
  

649,937  
  

634,964  
   

641,313  
      

648,262  

Interest Income  
    

11,247  
    

10,733  
      

1,865  
       

2,400  
          

2,000  

Rental Income  
         

520              -    
      

1,560  
          

520  
             

520  
Total 671,556 660,670 638,380 644,233 650,782 

 7 
NWTC's current transformation connection charge of $1.50 per kW has not changed since it was 8 

approved in March 2005. The revenue for transformer connection charges is the $1.50 per kW 9 

applied to the total annual kWs shown above in the NWTC load forecast table.  10 

 11 

The interest income revenue represent income from a bank account of anywhere from $150,000. 12 

to $250,000.  based on the bank interest rates at the time.  Interest rates were much higher in 13 

2007 and 2008, and in 2009 the bank balance was lower due to the fire expenses that were paid 14 

until the insurance money was recovered. The rental income revenue represents charges for 15 

renting land outside the perimeter of the station at $520. annually.  In 2009 the figure reflects 3 16 

years rent 2007 – 2009 and the 2007 rental income was received in 2007 for 2006.  17 

18 
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Operating Costs 1 

Table 6 outlines by category the operating and administration expenses for 2007 actual to 2011 2 

forecast. The 2011 O&A expense forecast is included in the proposed 2011 revenue requirement.  3 

Table 6 4 
NWTC Operating Costs 5 

 
2007 

Actual Administration 
2008 

Actual 
2009 

Actual 
2010 

Budget 
2011 

Forecast 
Bell Canada Circuit Charges  27,723 30,485 33,604 33,604 33,604 
Bell Canada Land Line  895 993 1,114 1,114 1,200 
Rogers Wireless 190 108 170 200 200 
Directors Fees 14,200 14,200 13,400 15,300 15,300 
Audit Fees 13,870 10,488 8,250 8,240 9,000 
Legal Fees 12,298 1,143 2,000 5,500 2,000 
Bookkeeping Services  2,897 3,200 5,417 6,000 6,000 
Insurance  30,349 31,107 28,752 58,500 60,000 
Regulatory Fees 2,903 2,341 2,527 2,527 2,527 
Property Taxes 905 917 1,023 1,100 1,100 
Total Administration Expenses 106,231 94,981 96,257 132,085 131,081 

  Operating         
Regular Maintenance (Rondar) 6,027 10,599 66,304 7,686 25,917 
Maint of Transfer Station  2,869 15,255 12,015     
Maint of Transfer Station Equip    56,111 12,884     
Services (NPEI)   3,202   12,100 12,100 
Monitoring ( Hydro One ) 12,000 26,932 24,563 27,262 27,262 
Pestec       460 460 
Grass Cutting  1,500 2,431 2,995 1,800 1,800 
Battery Charger/Inv. Upgrade        1,500   
Building Alarm        8,000   
Fire Alarm Maintenance        280 280 
Feeder Relay / Testing        3,580   
Battery Cell Replacement        955   
Filing Cabinets       650   
NPEI on site work        6,000 6,000 
Ground Switch Fix ( Rondar)       2,817   
Recovery of Fire Expense ( Ins)     -117,507     
Station Issues (Peter Wicks) 5,000 11,156 34,175 6,000 6,000 
Total Operating Expenses 27,396 125,686 35,429 79,090 79,819 
Total Operating & Admin Expenses 133,627 220,667 131,686 211,175 210,900 

 6 
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The Bell Canada Circuit Charges covers the costs of all electronic circuits used for the connections to 1 
Hydro One and NPEI Operation centres. The Bell Canada Land Line costs are for the regular telephone 2 
service. Cost associated with Rogers Wireless are for the pager linked to the security system for 3 
monitoring the alarm system for the station. 4 

 5 

Directors Fees are based on paying $200 per director per month plus $150. per meeting for recording 6 
secretary. However fees are not paid for missed meetings.  In 2009 there were a number of missed 7 
meetings by directors. The increase between 2010 and 2011 is due to the fact that full attendance at 8 
meetings is expected compared to 2009.  9 

 10 

The Audit Fees reflect the cost of conducting the annual audit and preparing the audited financial 11 

statements. Legal Fess are paid to Caswell and Watson for services for the Annual General 12 

Meetings and for legal aid for the fire in 2008.  The increase in 2010 was due to an outstanding 13 

invoice from 2009 regarding the fire. Regarding Bookkeeping Services, a bookkeeping service 14 

was obtained in March 2010.  In prior years a director was paid at a much lower cost, however it 15 

was a board decision that an outside service was required for continuity and more timely 16 

financial statements. 17 

 18 

Insurance for liability is with MEARIE and due to a difficult year from claims in general 19 

insurance, not just our claim for the fire, and aging assets, on average most property subscribers 20 

saw a 100% increase in premiums.  21 

 22 

Regulatory Fees are assessment fees from the OEB and Property Taxes are paid to the Township 23 

of West Lincoln for the property where the transformer station is located. 24 

 25 

The Regular Maintenance (Rondar)  reduction is due to the fact NWTC now has a service 26 

agreement with Rondar.  In 2009 there were maintenance costs that were recovered by fire 27 

insurance and with the onset of the service  agreement the 5 year agreement fluctuates depending 28 
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on the type of maintenance required in any certain year.  ie.  1 

 2 
The Maintenance of Transfer Station  account would contain anything that was not equipment 3 

related such as replacing stone in the yard, grass cutting, pest control etc., and  one time costs  4 

due to fire at the station, which were recovered through insurance.   The Maintenance of 5 

Transformer Station Equipment was used to capture  one time costs due to fire at the station.   6 

 7 

The Services (NPEI) provided in 2008 were on an hourly basis.  A new service agreement with 8 

Niagara Peninsula Energy Inc. was signed  at the end of 2009.  These costs are new to NWTC 9 

and reflect charges for looking after the day to day or month to month station items that were 10 

previously not addressed.  The fire that occurred in April 2008, brought to light many items that 11 

needed addressing, even though the equipment that was installed was faulty and it was nothing to 12 

do with day to day items.  13 

 14 

At approximately 2:00pm on April 17, 2008, one of the 230 kV primary metering transformers at 15 

the NWTC transformer station on Mountain Rd., in Grimsby caught fire and was destroyed.  16 

Mineral oil contained within the transformer dispersed all over the structure, equipment and on 17 

the station ground below.  The resulting oil fire caused substantial damage to the 230 kV 18 

isolating disconnects, the pole closest to the metering unit and corresponding insulators, drive 19 

mechanism, disconnect mechanism, metering cabinet and stand-off insulator on the line side 20 
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centre phase.  It appears that there was some additional damage to the adjacent metering 1 

transformer. 2 

 3 

Following the incident, Hydro One isolated half of the substation, which was then de-energized 4 

so the cause of the incident could be investigated and repair work could commence.  The 5 

remaining half of the substation was still energized and we were able to continue providing 6 

power required by our customers. 7 

 8 

MEARIE was notified of the situation and Arcon Engineering Consultants were assigned to the 9 

claim.  Trench Limited (as manufacturer of the transformers) was also notified. 10 

   11 

Badger was called in to pump the dispersed oil out of the gravel and ground around the fire area 12 

in an effort to contain the spill, with additional work to be done to remove the remaining oil. 13 

 14 

Trench the manufacturer of the transformers, issued a Safety Advisory on April 29, 2008 , 15 

recommending the safety of personnel and all that come in close proximity to the Instrument 16 

Transformers.  They also advised NWTC that known metering units manufactured between 17 

January 1, 1998 and February 15, 2008 had experienced an abnormal in service failure rate. 18 

 19 

Arcon Engineering issued a report indicating that the five year old transformer requiring oil 20 

processing for water and particle contamination would, in itself, suggest that there was 21 

something inherently wrong with the transformer. 22 

 23 

Associated expenses for clean up, repairs and replacements totaled $359,401.70 and was 24 

reimbursed to NWTC through insurance coverage over the period of August 2008 to October 15, 25 

2009  less the $10,000 deductible. 26 

 27 

The monitoring through  Hydro One for the station (all alarms, outages, overloads, etc.) go 28 

through Hydro One at Barrie. The increase between 2007 and 2008 reflected higher charges from 29 

Hydro One for the monitoring service.  In 2008 NWTC was over charged which caused the 2009 30 
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costs to be a small amount lower.  For 2010 and 2011 the projected costs reflect the expected 1 

charges from Hydro One for the service. 2 

 3 

Pestec is a new service providing the control of flies, bees and other insects. The Grass Cutting 4 

service cost decreased due to a new company that was hired. 5 

 6 

The NPEI agreement covers items that require inspection on a monthly or weekly basis, if there 7 

is an  extra expense over and above the agreed upon service agreement it is invoiced to NWTC at 8 

the cost of the repair. 9 

 10 

The  Recovery of Fire Expense account was money received from MEARIE insurance due to the 11 

fire at the station.   12 

 13 

With the Station Issues which occurred in 2008/2009,   Peter Wicks took on the role as VP of 14 

Operations to be a point person for all technical and service personal, as well as the contact 15 

person for Hydro One.  The  2009 expense reflected the fire, 2010 and 2011 expenses are 16 

projected at the normal level of expense for operational duties. 17 

 18 

With regards to depreciation, NWTC has two asset classes that are depreciated. Buildings and 19 

Fixtures are assumed to have an economic life of 55 years.  Transformer Station & Equipment 20 

are assumed to have economic life of 40 years.  The resulting annual depreciation is $180,794 21 

 22 

Regarding PILs, NWTC has over $500,000 in loss carried forwards from previous years which 23 

means NWTC will not be paying PILs in the 2011 test year. 24 

 25 

26 



Niagara West Transformation Corporation. 
EB-2010-0XXX 

Page 23of 66 
Filed: November 9, 2010 

 
 

Cost of Capital 1 

The following outlines the method and cost of financing NWTC’s rate base for the 2011 test 2 

year. NWTC has adopted the capital structure and the methodology outlined in the Report of the 3 

Board on the Cost of Capital for Ontario’s Regulated Utilities dated December 11, 2009 (EB-4 

2009-0084)  5 

 6 

NWTC’s deemed capital structure for rate making purposes is 60% debt and 40% common 7 

equity. The 60% debt component is comprised of 4% deemed short term debt and 56% long term 8 

debt. 9 

 10 

NWTC is requesting a return on equity (“ROE”) for the 2011 Test year of 9.85% in  accordance 11 

with the Cost of Capital Parameter Updates for 2010 Cost of Service Applications issued by the 12 

Board on February 24, 2010. NWTC understands that the Board will be finalizing the ROE for 13 

2011 rates based on January 2011 market interest rate information. The updated ROE should be 14 

applied for the purposes of determining NWTC's approved revenue requirement. 15 

 16 

In similar manner, NWTC is requesting a return on short term debt for the 2011 Test year of 17 

2.07% in accordance with the Cost of Capital Parameter Updates for 2010 Cost of Service 18 

Applications issued by the OEB on February 24, 2010. NWTC understands that the Board will 19 

be finalizing the return on short term debt for 2011 rates based on January 2011 market interest 20 

rate information. The updated return on short term debt should be applied for the purposes of of 21 

determining NWTC's approved revenue requirement. 22 

 23 

With regards to rate of return of long term debt NWTC proposes to use a rate of return of 5.6%. 24 

NWTC has a variable rate term loan issued as bankers acceptances and is due March 9, 2012. 25 

The loan is held with the Toronto Dominion Bank.  The loan is secured by a general security 26 

agreement, assignment of fire Insurance and guarantees by Niagara Power Inc. and Peninsula 27 

West Power Inc. in the amount of $6,500,000.   NWTC has entered into a swap transaction for 28 

the full amount of the debt, the effect of which is to fix the interest rate of the loan at 5.60% until 29 

January 31, 2025. NWTC annually repays a portion of the principal and the outstanding principal 30 



Niagara West Transformation Corporation. 
EB-2010-0XXX 

Page 24of 66 
Filed: November 9, 2010 

 
 

as of December 31, 2009 was $5,016,000. The following provides the most current 1 

documentation on the loan. 2 

3 
 4 
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The following outlines the proposed rate of return on rate base with the rates of return discussed 1 

above. 2 

Table 7 3 

NWTC Return on Rate Base 4 

Financing 
Component Capitalization 

Rate of 
Return  

Component 
Cost 

Equity 40% 9.85% 3.94% 
Short Term Debt 4% 2.07% 0.08% 
Long Term Debt 56% 5.60% 3.14% 
Total     7.16% 

 5 

6 
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Cost Allocation  1 
 2 

NWTC's approved revenue requirement will be allocated completed to the Uniform 3 

Transmission Transformation Connection Rate pool since NWTC only has assets associated with 4 

a transformer which provides service at voltage greater then 50 kV.  5 

6 
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Rate Design 1 

For the purposes of the evidence of this section, NWTC has extracted information from the 2 

Application by Great Lakes Power Transmission LP for 2011 and 2012 Transmission Rates (EB-3 

2010-0291). In Exhibit 8, Tab 2, Schedule 1, Page 3 of 9, Table 8 2-1 A, titled Proposed 2011 4 

Uniform Transmission Rates there is information provided on revenue requirement, total annual 5 

charge determinants and the resulting Uniform Transmission Rate for each Uniform 6 

Transmission Rate pool for 2011. NWTC has extracted the information that relates only to the 7 

Uniform Transmission Transformation Connection Rate pool and calculated the Uniform 8 

Transmission Transformation Connection Rate assuming NWTC is included or not included in 9 

the pool. As shown in Table 8 on the following page including NWTC in the Uniform 10 

Transmission Transformation Connection Rate pool has no impact on the Uniform Transmission 11 

Transformation Connection Rate. 12 

13 
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Table 8 1 

Uniform Transmission Transformation Connection Rate Analysis. 2 

Transmitter 

Transformation 
Connection Revenue 

Requirement  
w/o NWTC 

Transformation 
Connection Revenue 

Requirement  
w/ NWTC 

FNEI $1,451,088 $1,451,088 
CNPI $1,292,596 $1,292,596 
GLPT $9,872,334 $9,872,334 
H1N $340,941,000 $340,941,000 

NWTC   $838,672 
All Transmitters $353,557,018 $354,395,690 

  

Transmitter 

Transformation 
Connection Total 
Annual Charge 

Determinants (MW) 
w/o NWTC 

Transformation 
Connection Total 
Annual Charge 

Determinants (MW) 
w/ NWTC 

FNEI 44.915 44.915 
CNPI 668.600 668.600 
GLPT 985.415 985.415 
H1N 202,860.490 202860.490 

NWTC   432.175 
All Transmitters 204,559.420 204,991.573 

  

Proposed 2011 
Uniform Transmission 

Transformation 
Connection Rate 

($/kW) 

1.73 1.73 

 3 
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Appendix A: Board Orders 1 
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Appendix B: NWTC Electricity Transmission Licence 1 

 2 
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Appendix C: Audited Financial Statements - Historical (2007 to 2009) 1 

 2 
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