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Lost Revenue Adjustment Mechanism (“LRAM”) 
 

1. Introduction 
 

On May 31, 2004, the Minister of Energy granted approval to all distributors in Ontario 
to apply to the Ontario Energy Board (the “Board”) for an increase in their 2005 rates by 
way of the third installment of their incremental market adjusted revenue requirement 
(“MARR”). This approval was conditional upon a commitment to reinvest in conservation 
and demand management (“CDM”) an equivalent of one year‟s return. Consequently, in 
2005 distributors, including London Hydro, brought forward, and the Board approved, 
$163 million in CDM funding for distributors, an amount related to the third tranche of 
their MARR.  
 
In 2006 and through to 2011, London Hydro has received CDM funding from the Ontario 
Power Authority (the “OPA”). By partnership with the OPA, combined with London 
Hydro‟s significant commitment to both CDM Programs and the achieving for customer 
efficiency in the use of energy, has resulted in energy savings of 178 gWh.   
  
London Hydro has not applied for CDM funding through distribution rates as part of the 
2006 through 2010 Rate Applications. 
 
In the London Hydro 2009 Cost of Service Rate Application, London Hydro forwarded to 
the OEB that London Hydro would not be seeking LRAM or SSM dispositions for 
programs in the years 2006, 2007, and 2008.  Therefore, this Application will not include 
any recoveries for lost distribution revenues for either due to CDM programs funded 
from 3rd tranche MARR funding, or 2006, 2007, and 2008 CDM programs that were 
funded by the OPA. 
 
In preparing this recovery of LRAM, London Hydro has been guided by the Board’s 
Guidelines for Electricity Distributor Conservation and Demand Management issued on 
March 28, 2008 (the “Board Guidelines”, EB-2008-0037). The Ontario Energy Board 
(“Board”) Guidelines provide information on the Board‟s policies relating to Conservation 
and Demand Management (“CDM”) activities undertaken by electricity distributors in 
Ontario, including the review and approval of claims for the Lost Revenue Adjustment 
Mechanism (“LRAM”) recovery associated with distributors‟ CDM activities. Further, 
guidance was obtained by relying on the September 22, 2009 Decision and Order 
related to Toronto Hydro-Electric System Limited LRAM/ SSM application (the “Toronto 
Hydro 2007 Decision”) granting approval and recovery of amount related to CDM 
activated in 2007 (EB-2008-0401). 
 
The purpose of the 2012 requested LRAM riders would be to recover lost distribution 
revenue due to 2009 and 2010 CDM programs funded by the OPA. London Hydro is not 
applying for a Shared Savings Mechanism (“SSM”) rate rider as the Board‟s Guidelines 
indicate SSM is only available for programs that are funded through distribution rates.  
This is London Hydro‟s first application seeking approval for LRAM recoveries. In this 
Application, London Hydro is applying to the Board for the approval to recover an LRAM 
amount of $468,172, including carrying costs.   
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2. 2009 OPA Programs 
 
The OPA has provided London Hydro with the verified results for all OPA funded 
programs for 2009. Details are provided in Attachment E: London Hydro LRAM 2012 
IRM Spreadsheet, Tab OPA CDM Savings 2006-2009. For efficiency purposes, only the 
results applicable to 2009 through 2011 are shown in the attached spreadsheet, 
although 25 years were provided. 
 
 The Board‟s Guidelines states “The LRAM applies to programs implemented by the 
distributor, within its licensed service area, including programs delivered by the 
distributor itself and/or programs delivered for the distributor by a third party” (Pg. 18, 
Board‟s Guidelines for Electricity Distributor Conservation and Demand Management 
issued on March 28, 2008). 
 
The CDM programs that London Hydro delivered through the OPA in 2009 in the 
London Hydro service territory were:  
 
 • The Great Refrigerator Roundup Program (“GRRP”), 
 • Every Kilowatt Counts (“EKC”) Power Savings Event, 
 • Cool Savings Rebate Program (“CSRP”), 
 • High Performance New Construction, 
 • Demand Response Programs, 
 • Energy Retrofit Incentive “ERIP”, and 
 • Power Savings Blitz. 
 
 
 A brief description of each program is provided below: 
 
• GRRP was a province-wide energy efficiency initiative designed to act as the catalyst 
for the removal of older, inefficient appliances from the homes of residential electricity 
consumers. The removal of second full sized refrigerators or freezers was the GRRP‟s 
primary focus, with a secondary focus on room air conditioners and smaller “bar” style 
refrigerators or freezers.  
 
 • EKC was a province-wide education and incentive program targeted at Ontario‟s 
residential households. The goal of the program was to provide 
 Ontario homeowners and tenants with the necessary tools and information to  save 
electricity and to have a positive impact on the environment by inducing   customers to 
implement „easy to do‟ and „low cost‟ energy saving measures. 
 London Hydro delivered both the spring and fall campaigns in its service territory. 
 The products for which discount coupons were provided in the Spring campaign 
included Energy Star® Specialty compact fluorescent lights (“CFLs”), clothes lines, 
plug-in pool timers, Energy Star® light fixtures, window film, pipe wrap, 
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Energy Star® ceiling fans and water heater blankets. The products for which coupons 
were provided in the Fall campaign were Energy Star® Specialty CFLs  electric 
baseboard programmable thermostats, Energy Star® light fixtures, lighting and 
appliance controls, water heater blankets, pipe wrap and weather stripping. 
 
 • ERIP provides a substantial financial incentive to businesses for replacing existing 
equipment with high efficiency equipment and for installing new control systems that 
improve the efficiency for operational procedures and processes. 
 
 • The Power Savings Blitz program is designed to install energy efficient equipment 
(lighting and water heating upgrades) in small businesses at no cost to the owners, up 
to $1,000. 
 
 • CSRP, managed by the Heating, Refrigeration and Air Conditioning Institute of 
 Canada, offered incentives to motivate consumer purchases of ENERGY STAR® 
qualified central air conditioning, furnaces and programmable thermostats. 
  
• The High Performance New Construction program provides design assistance and 
financial incentives for building owners and architects who exceed the electricity 
efficiency standards specified in the Ontario Building Code. 
 
• Demand Response programs compensate industrial and commercial businesses for 
reducing their energy demand at specific time of power system need. 
 
 
 
In Table 1, OPA CDM Load Impacts (2009 and 2010), reflects the OPA Programs for 
which London Hydro is seeking a LRAM recovery in 2012. The table indicates the kWh 
and Kw impacts (both in gross and net of free riders) for the years 2009 and 2010. 
 
Although many of the OPA energy conservation and demand management programs 
are specific to a rate class, the Electricity Retrofit Incentive Programs (ERIP, and its 
successor the saveONenergy RETROFIT Program) does span several customer 
classes, namely general service less than 50 kW, general service greater than 50 kW, 
and large user.  
 
Reviewing our records and the information as submitted to the OPA, for ERIP projects 
carried within our service territory during 2009 and 2010, the division of gross kW 
reductions amongst customer classes was: 
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For the purposes of reflecting 100% totals for the above allocations, the 0.1% balance will be 
allocated to general service greater than 50 kW. 
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TABLE 1 – kWh and Kw Allocation of ERIP Program to Customer Classes for 2009 and 2010 
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TABLE 2 – OPA CDM Program Load Impacts (2009 to 2010)  
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3. Forgone Revenues 

 
 
For the 2012 LRAM resulting from actual 2009 and proxy 2010 OPA programs, London 
Hydro has reflected the OPA confirmed energy savings by OPA program and by 
customer class and valued these savings using the appropriate variable distribution 
charge (per kWh or kW, as applicable), and not including any Regulatory Asset 
Recovery rate rider.   
 

TABLE 3 – Forgone Revenue by Program and Class 
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4. Carrying Charges 
 

 In the Toronto Hydro Decision, the Board found that Toronto Hydro was entitled to 
carrying charges on the LRAM balances. London Hydro has calculated carrying charges 
as follows: interest has been applied to the ending balance of the annual LRAM for all of 
2009 and 2010.The calculation of the carrying costs used the Board‟s prescribed 
interest rates for Q1 2010 – Q3 2011 (projected Q4 2011 and first 4 Months to April 30, 
2012) as shown in Table 4. 

 
 
 Table 4 – Board’s Prescribed Interest Rates and Calculated Interest 
 
 

 
 
 

5. Calculation of Rate Rider 

 
The amount of relief request for LRAM is an amount of $291,445.   
 
The LRAM rate rider being applied, as calculated in Table 5 – LRAM Rate Riders, 
includes LRAM as reflected in Table 2 – Forgone Revenue by Program by Class, and 
Carrying Charges as reflected in Table 4 – Board‟s Prescribe Interest Rates and 
Calculated Interest. The Billing Determines is actual distribution energy quantities (kWh 
or kW) for 2010. 
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Table 5 – LRAM Rate Riders for 2012 
 
 

 
 

 
 
 To minimize the bill impact on rates, London Hydro proposes that the LRAM to be 
recovered should be over a one year period. Therefore, London Hydro is requesting 
approval for a LRAM volumetric rate rider of $0.0001/kWh for the Residential class and 
$0.0003/kWh for General Service > 50 kW Class.   
 
Bill impacts of the rate rider for the affected class are included in Attachment  
H of the 2012 3rd GIRM Electricity Distribution Rate Adjustment Application.  

 
 

6. Third party Verification 
 
 
 
 Section 7.5 of the Board‟s Guidelines requires that distributors should engage an 
independent third party to review the program evaluations prepared for the purposes of 
 LRAM claims filed with the Board. The Guidelines state “This independent third party 
review applies to LRAM and SSM claims made in relation to programs funded in 2007 
and beyond”, but goes on to say “The Board would consider an evaluation by the OPA 
or a third party designated by the OPA to be sufficient. For programs funded by the 
OPA, it will be the role of the third party to: 
 

• Verify the participation levels, and, 
   • Confirm that input assumptions are those used by the OPA“ 
 


