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WELLINGTON NORTH POWER INC. 

2012 RATES REBASING CASE 
EB-2011-0249 

 
ENERGY PROBE RESEARCH FOUNDATION 

INTERROGATORIES  
 
Interrogatory #1 
 
Ref:   Exhibit A1, Tab 1, Schedule 1, page 19 
 

a) Is WNP proposing to recover the entire 2012 revenue deficiency through 
rates in 2012, including a rate rider in whatever period remains in 2012 after 
a final rate order has been issued by the Board?  If yes, please explain why 
WNP should be allowed to recover the full annual deficiency despite filing 
the evidence 7.5 months late. 

 
b) If the Board were to determine that the deficiency to be recovered should 

only be for the remaining months in 2012 at the time of the Decision in this 
proceeding, how would WNP prorate the approved deficiency to reflect 
recovery of this partial deficiency over the remaining months of 2012? 

 
 
Wellington North Power Inc. - Response:
 

  

a. Wellington North Power Inc. confirms it is proposing to recover the entire 2012 
revenue deficiency through 2012 rates.  The approved rates will be implemented 
on the date approved by the Board and WNP expects a foregone revenue rider 
with a sunset date of April 30, 2013 will be approved to cover the foregone 
revenue from an effective date of May 1, 2012. 
 
Wellington North Power Inc. did not plan to be 7.5 months late in their Cost of 
Service filing.  However, in January of 2011 the company’s finance and rates 
employee resigned unexpectedly. The search for a suitable, qualified candidate 
took time and training in an electricity distribution environment needed to be 
provided, which subsequently delayed the Cost of Service application filing. 
 

b. Since WNP approved 2012 rates will be in effect until April 30, 2013, the LDC 
believes that it would not be appropriate to recover the deficiency over the 
remaining months of 2012.  WNP has provided the proposed methodology to 
recover the entire deficiency in the response to part (a) above. 
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Interrogatory #2 
 
Ref:  Exhibit 1, Tab 1, Schedule 1, page 26 
 
Paragraph 9.1.2 of Appendix B to the Report of the Board on the Transition to 
International Financial Reporting Standards of July, 2009 (EB-2008-0408) as 
amended with the Board's March 15, 2011 letter, states than in addition to filing the 
test year data in modified IFRS formation, the historical, bridge and test years must 
be provided in CGAAP-based format.  Has WNP provided 2012 data in CGAAP 
format?  If not, why not? 
 
 
 
Wellington North Power Inc. - Response:
 

  

WNP confirms that in its application, the LDC provided 2012 data in CGAAP format.  
This is demonstrated in Exhibit 11 which is a separate Exhibit that compares the 
variance under Modified IFRS to CGAAP.  In particular, Exhibit 11, Schedule 12, table 
13 illustrates the Continuity Schedule for the 2012 Test Year under CGAAP. 
 
The table on the following page illustrates the forecasted Revenue Deficiency for the 
2012 Test Year under Modified IFRS and CGAPP: 
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Interrogatory #3 
 
Ref:  Exhibit 1, Tab 1, Schedule 1, page 34 
 
Please indicate if the two new positions shown in Table 1-9 were filled in April 2012 
as forecast.  If not, please indicate if these positions are currently filled or vacant.  If 
vacant, please update the date when these positions are now expected to be filled. 
 
 
 
Wellington North Power Inc. - Response:
 

  

WNP confirms that the new positions shown in Table 1-9 were not filled in April 2012, 
but expects to fill these positions as soon as the 2012 Cost of Service rate application 
has been approved by the Ontario Energy Board.  WNP is reluctant to proceed with 
hiring for these positions until rate approval because of the revenue deficiency identified 
in its application. 
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Interrogatory #4 
 
Ref:  Exhibit 1, Tab 2, Schedule 1, page 43 
 

a) Do the customer impacts shown in Table 1-11 include the impact of changes 
in the recovery/rebate of deferral and variance accounts?  If not, please 
provide a revised table that includes these impacts. 

 
b) Do the customer impacts shown in Table 1-11 include the impact of the 

Smart Metering Charge (SMC) of $0.81 per RPP-eligible customer as noted 
on page 22 of Exhibit 1, Tab 1, Schedule 1?  If not, please provide a revised 
table that includes these impacts, along with those noted in part (a) above. 

 
 
Wellington North Power Inc. - Response:
 

  

a. WNP confirms that the customer impacts shown in table 1-11 includes: 
• Recovery of the Deferral / Variance accounts; 
• Recovery of the deficit between Smart Meters roll-out and implementation 

versus the revenue collected through the Smart Meter Rate Adder; and 
• Recovery of the disposition of Stranded Meter assets. 
•  

Excluded from table 1-11 are: 
• The Global Adjustment balance of approximately $484,478, which would be 

recovered through a Rate Rider; 
• Smart Metering Charge (SMC) of $0.81 per RPP-eligible customer per 

month. 
 
 
b. No, the customer impact table does not include the IESO proposed Smart Metering 

Charge of $0.81 per month per RPP-eligible customer. 
 
As requested, WNP has included this billing determinant and the updated customer 
bill impact table is shown below: 
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WNP have assumed that the “proposed” IESO Smart Metering Charge will be a 
pass-through cost and treated similar to the Wholesale Market Service Charge.  For 
2012, WNP have allocated this pass-through cost against Wholesale Market Service 
Charge accounts 4708 and 4062  
 

It should be noted that as well as the inclusion of the Smart Metering Charge (SMC) 
of $0.81 per month per RPP-eligible customer, the above table also reflects the 
revised Cost of Power charges effective May 1, 2012 as issued by the OEB on 2nd

 

 
April in the RPP Price Report. 

Below is an illustration of the Residential bill impact reflecting the requested 
changes: 
 

 



Wellington North Power Inc. 
OEB File No. EB-2011-0249 

 Response to Energy Probe Interrogatories 
Page 7 of 123 

 
 
Below is an illustration of the General Service <50kW bill impact reflecting the 
amendments discussed in part b above: 
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Interrogatory #5 
 
Ref:  Exhibit 2, Tab 2, Schedule 2, page 196 
 
Please update Table 2-9 to reflect actual data for 2011. 
                                                                                                                     
 
Wellington North Power Inc. - Response:
 

  

The table below reflects the 2011 actual data as requested: 
 

 
 
Please note: 

• For 2011, this amount spent is prior to Capital Contributions (The LDC did 
receive $113,405 as a Capital Contribution & Grant).  
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Interrogatory #6 
 
Ref:  Exhibit 2, Tab 2, Schedule 3 &  
 Exhibit 11, Schedule 2 
 
The CGAAP and MIFRS fixed asset additions shown for 2011 and 2012 on pages 
203 and 204 of Exhibit 2, Tab 2, Schedule 3 (MIFRS) and in Tables 11-2 and 11-3 in 
Exhibit 11, Schedule 2 (CGAAP) are identical.  Please confirm that this means there 
has been no impact on the capitalization of any OM&A costs on WNP of moving 
from CGAAP to MIFRS.  If this cannot be confirmed, please explain why the capital 
cost additions shown for 2011 and 2014 are the same under MIFRS as under 
CGAAP. 
 
 
Wellington North Power Inc. - Response:
 

  

WNP confirms that in its application, the Asset Additions calculated under Modified IFRS 
and CGAAP for the years of 2011 and 2012 are identical: 
 

 CGAAP M-IFRS 
2011 Additions $516,428 $516,428 
2012 Additions $983,803 $983,803 

 
At the time of preparing its application, WNP was transferring from CGAAP to Modified 
IFRS, with 2012 being the “transition year”.  However, since filing its application, 
following updated communication from both the Ontario Energy Board and the 
Accounting Standards Board (AcSB), Wellington North Power has made the decision to 
defer transition to IFRS to at least 2013 – this is subject to further decisions and direction 
from the respected financial and regulatory bodies. 
 
WNP confirms, there is no impact on the treatment of capitalization of OM&A costs 
between the years of 2011 and 2012. 
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Interrogatory #7 
 
Ref:  Exhibit 2, Tab 5, Schedule 1, page 227 
 
Please provide the estimates included in the evidence related to the repairs, 
renovations or alternatives noted on the top of the page.  If now available, please 
also provide the quotes obtained from building engineers and architects to assess the 
building structure and to provide the feasibility study noted. 
 
 
Wellington North Power Inc. - Response:
 

  

Wellington North Power Inc. has included the following documentation for your review.  
An example of the “request for proposal” letter that was provided to five engineering 
design and architect firms is included as well as the proposals received from three of 
those firms.  BM Ross was selected as the successful engineering firm and the 
assessment phase of the project is now underway.  BM Ross provided the most 
thorough proposal. 
 
Below is the criteria used to select the successful proposal: 

• Competitive pricing; 
• Completeness of the tender document including a list of proposed sub-

contractors; 
• Preference was given to firms local to Wellington North Power’s service area; 
• Management’s preference and/or confidence in the engineers and architects; and 
• Project references. 
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Interrogatory #8 
 
Ref:  Exhibit 2, Tab 5, Schedule 2, page 228 
 
Please provide more details on the $307,642 actual spend shown in Table 2-52 as 
part the contingency line. 
 
 
WNP Response:
 

  

In Table 2-52, WNP identified a capital spend of $307,642 in 2008 as “contingency.  As 
requested, WNP has fully itemized 2008’s capital spending and this is shown in the table 
below. 
 
A spreadsheet version, together with corresponding GL entries is included in the 
Appendices that have been filed on the OEB’s RESS site. 
(Filename: WellingtonNorth_IR_Responses_Appendix_June12)  
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Interrogatory #9 
 
Ref:  Exhibit 2, Tab 5, Schedules 2, 3 & 4 
 

a) Do Tables 2-52, 2-53 and/or 2-54 include any estimated or actual costs 
related to smart meters that were to be recorded in account 1555?  If yes, 
please provide versions of these tables that do not include any amounts that 
were ultimately recorded in account 1555. 
 

b) When was the 2009 capital addition budget approved by the Board of 
Directors? 

 
c) When was the 2010 capital addition budget approved by the Board of 

Directors? 
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Wellington North Power Inc. - Response:  
 

a. WNP can confirm that Table 2-52 – “2008 Capital Projects”, does not include any 
costs associated to Smart Meter implementation. 
 
In its application, table 2-53 – “2009 Capital Projects” does include costs 
associated to Smart Meters.  As requested, the table below excludes any capital 
Smart Meter costs incurred in 2009: 
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In its application, table 2-54 – “2010 Capital Projects” does include costs 
associated to Smart Meters.  As requested, the table below excludes any capital 
Smart Meter costs incurred in 2010: 
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b. The 2009 Capital Budget was approved by Board of Directors for Wellington 
North Power Inc. at the meeting held Tuesday, November 25, 2008. The insert 
below  has been copied directly from the Corporation’s Minute Book: 
 

 
 

 
c. The 2010 Budget was approved by Board of Directors for Wellington North 

Power Inc. at the meeting held Tuesday, January 26, 2010.  The insert below has 
been copied directly from the Corporation’s Minute Book: 
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Interrogatory #10 
 
Ref:  Exhibit 2, Tab 5, Schedule 5 
 

a) Please provide a table in a similar level of detail for 2011 as shown for 2010 
in Table 2-54.  Please explain any significant variance from the 2011 forecast 
of $516,428 shown in Table 2-56. 

 
b) When was the 2011 capital addition budget shown in Table 2-56 approved by 

the Board of Directors? 
 

c) Please provide a description of any projects completed in 2011 and included 
in rate base that are not included in the list of capital projects shown on 
pages 235 through 243. 

 
 
Wellington North Power Inc. - Response:  
 

a. On the following page, the table lists all Capital Projects undertaken by 
Wellington North Power Inc. in 2011 together with the budget variance analysis.  

 
A spreadsheet version, together with corresponding GL entries is included in the 
Appendices that have been filed on the OEB’s RESS site. 
(Filename: WellingtonNorth_IR_Responses_Appendix_June12)  
 
In 2011, WNP actual spent on Capital Projects was $689,846 (before any Capital 
Contributions & Grants) which is over $170,000 more than budgeted.  In terms of 
variances from the 2011 forecast, the following points should be considered: 

• Great Plains (Financial System) Installation incurred a project over-spend 
of 36% ($61,549).  This development was the implementation of a new 
financial system that would allow the LDC to be prepared for the transition 
to IFRS.  Additional costs incurred by WNP, that were not included in the 
budgeted forecast include: to: 

o Additional time incurred by WNP employees to test and implement 
the new system as well as load in historic data.  This additional 
time incurred overtime expenses; 

o In addition to the above point, there were additional consultancy 
costs incurred to assist with the implementation and integration of 
this new financial system; 

o Enhancements to develop system to integrate to the requirements 
and specifications of WNP. 

• $21,374 was spent in 2011 to complete projects that were started in 
2010.  These projects were not able to be completed in 2010 due to either 
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weather conditions or reliance on other parties to complete their work.  
These projects are illustrated in the table below: 
 

 
 

• $187,905 was spent in 2011 on projects that were not scheduled in the 
2011 Budget.  These projects are detailed in part (c) of this response. 

• Taking into account the above point, WNP did not complete some of the 
capital projects that it had planned to undertake in 2011 and will need to 
review these projects to include in subsequent year’s activities.  It should 
be noted that the LDC did prioritize considering distribution system 
reliability and safety. 
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b. The 2011 Capital Budget was approved by Board of Directors for Wellington 
North Power Inc. held Tuesday, February 22, 2011 and a revised eight year 
Capital and Operating Budgets at the meeting May 24, 2011.  The inserts below 
have been copied directly from the Corporation’s Minute Book. 
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c. The table below details the capital projects that were completed in 2011 and 
included in the LDC’s Rate Base that were not included in the list if Capital 
Projects for 2011 in WNP’s application: 
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Interrogatory #11 
 
Ref:  Exhibit 2, Tab 5, Schedule 6 
 

a) Please explain the increase to $260,028 in customer driven costs shown in 
Table 2-57 for 2012 as compared to the forecast of $61,242 shown in Table 2-
56 for 2011.  Is this increase all related to the OPP station? 

 
b) What was the actual customer driven costs in each of 2008, 2009, 2010 and 

2011? 
 

c) Why are there no contributions and grants shown in Table 2-57 for the test 
year? 

 
d) What was the actual level of contributions and grants in each of 2008, 2009, 

2010 and 2011? 
 

e) Is the estimated cost of $215,087 for item #2012-008 the net cost after a 
customer contribution?  If yes, please show the gross cost and the forecasted 
contribution.  If no, please explain why no customer contribution has been 
forecast. 

 
f) The last line on page 248 does not appear to be completed on page 249.  

Please complete the sentence that begins "This active data". 
 

g) Is there any forecasted changes to the 2012 test year capital expenditures as 
the result of any variance between forecasted and actual 2011 capital 
expenditures, or any other reason?  If yes, please provide details. 
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Wellington North Power Inc. - Response:  
 

a. The table below illustrates the customer-driven costs for the projects that were 
planned for the 2011 Bridge Year and 2012 Test Year: 
 

 
 

The above shows that the increase in 2012 Test Year relates to the extension of 
the 44kV line on Main Street South Murphy property, with a proposed cost in 
excess of $215,000. 
There is a small increase of $2,318 in the “New Services” proposed capital items 
between the 2011 Bridge Year and 2012 Test Year. 
 

b. WNP is unable to answer this question on the basis of: 
• The term “customer-driven” has only been used for the WNP’s Capital 

Budget for the years of 2011 and 2012.  This is to assist with the LDC’s 
Cost of Service application in an attempt to classify why these capital 
projects are required.  
This term has been applied to projects where the “need” to undertake the 
activity is driven not by the LDC or for safety / reliability but by a 
customer. 

• The term “customer-driven” has been used by the “new” Regulatory 
Compliance Analyst who started working at the LDC in February 2011 
and therefore does not have the wealth of experience to assess if the 
prior years’ projects were “customer-driven” or not. 
 

c. At the time of preparing the application, the LDC was unaware of any expected 
Capital Contributions and Grants for the 2012 Test Year  
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d.  The value of Contributions and Grants, for Wellington North Power is 
• In 2008 = $0 
• In 2009 = $0 
• In 2010 = $71,043.30 
• In 2011 = $113,405.13 

 
e. WNP can confirm that the estimated cost of $215,087 for item #2012-008 is not 

net cost after a customer contribution.  This is an anticipated capital project to 
extend the 44kV line to connect to a proposed new sub-division.  At the time of 
filing its application and to date, the LDC has not yet been provided with full 
details of dates, project scope or build- phasing.  Therefore WNP is unable to 
conduct an economic evaluation to assess the value of the Contributed Capital. 
 

f. The completed sentence should have read: 
“This active data will assist the LDC in analyzing consumptions trends and 
behaviours at a customer level, which in the future would assist Wellington North 
Power Inc. future Cost of Service applications, specifically Load Forecasts.” 
 

g. WNP can confirm, at the time or writing, that there are no changes to the 2012 
Test Year capital expenditures. 
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Interrogatory #12 
 
Ref:  Exhibit 3, Tab 1, Schedule 1 
 
Please update Table 3-0 to include actual data for 2011. 
 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
The table below is a comparison of WNP’s Throughput Revenue for the years 2008 
onwards.  This data has been updated to include 2011 actual data: 
 

 
 
It should be noted, in 2009 other Income and Expenses of $379,642 included a gain on 
disposal for an insurance claim for a lightning strike at a Wellington North Power sub-
station.  The recovery from the insurance claim was $192,195. 
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Interrogatory #13 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 

a) How did WNP remove the billed and line loss amounts associated with the 
three GS 1000 - 4999 kW customers that were forecast separately?  In 
particular, how did WNP calculate the line losses associated with these 
customers? 

 
b) Please update Table 3-1 to reflect actual 2011 data. 

 
c) Please update Table 3-4 to reflect actual 2011 data. 

 
d) Please update the tables shown on page 337, along with Table 3-7 on page 

338, to reflect actual data for 2011. 
 

e) Please update Table 3-14 to reflect actual 2011 data. 
 
 
 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. For each of the three “sensitive” customers, WNP used the meter reading data 
for each month.  This data is available through the company’s CIS system and an 
external data provider (Utili-Smart). 
WNP the applied the Loss Adjusted factor of 1.0699 to the monthly meter reading 
data to create a billed with loss value for each customer. 
The loss factor of 1.0699 has been consistent over the past six years as 
illustrated in Exhibit 8, Tab 8, Schedule 2, table 8-14.  Table 8-14 shows 
Wellington North Power Inc. calculated of the Total and Distribution loss factor 
based on the average Wholesale and Retail kWh for a six year period from 2005 
to 2010. 
 

b. The table below has been updated to reflect 2011 Purchase Load Actual as 
 requested: 
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c. The table below has been updated to reflect 2011 actual data for kWh Billed and 

customer / connection count: 
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d. The tables below include 2011 actual data as requested: 
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e. The annual results of the Purchase Load prediction formula (as described in Exhibit 

3, Tab 2, Schedule 1) compared to the actual annual purchases from 2004 to 2010 
are shown in the table below.  As requested, this table has been updated to include 
2011 Actual kWh Purchase data: 
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Interrogatory #14 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 

a) Table 3.9 has a footnote that indicates the source of the data is Owen 
Sound/Collingwood, while the text immediately prior to the table indicates 
the data is sourced from the Windsor weather station.  Please reconcile 

. 
b) Please explain why the Windsor weather station data was used to calculate 

the 10 and 20 year trends while the equation used to forecast volumes utilizes 
Owen Sound/Collingwood data. 

                                                                                                                     
 
Wellington North Power Inc. - Response:  

 
a. WNP can confirm that the source of the data is Owen Sound / Collingwood 

weather station. 
 

b. WNP can confirm that Owen Sound / Collingwood weather data was used to 
calculate the 10 year and 20 year trends. 
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Interrogatory #15 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 

a) Please update Table 3-15 to reflect actual data for 2011. 
 
b) Please explain why 2004 data was used in the calculation of the average when 

it is not substantially different from the 2009 data which was excluded. 
 

c) What is the impact on the revenue deficiency if the 2005 -2010 average 
(excluding 2009) is used for the 2012 forecast for these three customers.  
Please show the change in the billed kWh and kW that result from using this 
average. 

 
d) Did WNP try any regression analysis techniques on the volume associated 

with the three customers noted in terms of using explanatory variables such 
as provincial GDP, unemployment rate, etc. that would reflect economic 
conditions?  If not, why not?  If yes, please provide the results of those 
equations, including the statistics, the forecasts for these three accounts 
using the regression equation and a live Excel spreadsheet that includes the 
data and equations tested. 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. Using 2011 Actuals for the three sensitive customers, WNP has updated table 3-
15 (that was illustrated in Exhibit 3, Tab 2, Schedule 1) as shown in the table 
below: 
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It should be noted that: 

• 2011 kWh Billed Actuals for these three customers were noticeably higher 
(at 27,252,309 kWh) than prior years.  Including 2011 Billed Actuals in 
the averages has seen an increase of over 300,000 kWh when compared 
with WNP’s initial application Table 3-15.  Consequently, the 2011 Bridge 
Year and 2012 Test Year Predicted kWh Purchase have increased. 

• 2012 Test Year Loss factor has reduced from 1.0723 to 1.0717 as per 
Board Staff request (IR Question 27) requesting that a 5 year Loss Factor 
average be applied rather than a 6 year average). 

 
b. 2004 data was included for consistency as throughout Exhibit 3, WNP explained 

that data was available from that year. 
However, WNP acknowledge that 2004’s data is of a similar scale to that of 
2009.  If both 2004 and 2009 had been excluded, the average billed kWh and 
Predicted kWh Purchases for 2011 Bridge Year and 2012 Test Year would have 
been: 

 

 
 

The above table shows that the Billed kWh and Predicted kWh Purchases for the 
Bridge and Test Year are approx 400,000 kWh greater than the values shown in 
the table in part (a). 

 
c. The table below illustrates the change in billed kWh and kW for the three 

customers using the method described in IR #15 part c above.  
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Using the methodology described above, the change in the Cost of Power 
account is illustrated below:  
 

 
 

The above shows an increase in Cost of Power of $71,953 resulting in WNP’s 
Revenue Deficiency increasing from $722,184 to $729,350 for the 2012 Test 
Year (a rise of $7,166). 

 
d. WNP did undertake separate regression analysis for the volume associated with 

the three “sensitive” customers which included the following variables: 
Variable Reason Source 

Weather data - 
Heating degree 
days 

Weather impacts on load are 
apparent in both the winter 
heating season, and in the 
summer cooling season. For 
that reason, both Heating 
Degree Days (i.e. a measure of 
coldness in winter) and Cooling 
Degree Days (i.e. a measure of 
summer heat) are modeled 

Data source from Owen Sound / 
Collingwood station 

Weather data - 
Cooling degree 
days 

Real Ontario 
GDP 

Historic view and forecasted 
view of economic growth, 
decline and/or stability 

Real gross domestic product 
(GDP) for Ontario (1988 to 2006: 
2003 and 2008 Ontario; 
Economic Outlook and Fiscal 
Review, Ontario Ministry of 
Finance, 2007 to 2011: 2010; 
Ontario Budget March 25, 2010, 
Ontario Ministry of Finance) 

Number of days 
in the month 

Identifies seasonal peaks and less/more days in calendar months 

Number of peak 
hours 

Number of peak hours (16* number of business days in any given 
month, excluding weekends and holidays) 

Number of 
customers 

Takes into account purchase 
load requirements subject to 
customer number growth, 
decline or stability  

Wellington North Power Inc.’s 
historical analysis. 
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The results of this regression analysis are shown below: 
 

 
 

As requested, a spreadsheet version containing the data tested, regression equation 
and results has been provided.  This has been uploaded on to the OEB’s RESS site 
with the file name below: 
(Filename: WellingtonNorth_IR_Responses_Appendix_June12)  
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Interrogatory #16 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 
Please update Tables 3-16, 3-17, 3-18 and 3-19 to reflect actual 2011 data. 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
Please find below updated tables, as requested, which include 2011 actual data: 
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The table below includes 2011 actual data.  The 2012 Test Year and Geomean values 
have been updated to include the date for the years 2005 to 2011 inclusive: 
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Interrogatory #17 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 

a) Has WNP used the trend approach in forecasting the kW/kWh ratios, as 
shown in Table 3-24 or the average analysis approach, as stated at the 
bottom of page 352? 

 
b) Please explain how the 2012 figure of 0.2772% was calculated as the 

kW/kWh ratio in Table 3-24 for the GS 1,000 - 4,999 kW class. 
 

c) Please update Tables 3-23, 3-24 and 3-25 to reflect actual 2011 data. 
 

d) Please provide the calculations for each of the classes shown in Table 3-25 of 
the 2012 kW forecasting using the weather normalized billed energy forecast 
shown in Table 3-22 and the kW/kWh ratios actually used (as it does not 
appear that the figures shown in Table 3-24 were used). 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. WNP can confirm that it used the Trend approach in forecasting the kW / kWh 
ratios. 
 

b. The figure of 0.2772% was calculated by applying the Trend forecasting 
technique.  The table below shows the summary of the data used.   
 
To calculate 0.2772% 2012, the formula was: 

=trend(select data percentages highlighted below for years 2004 to 2011 inclusive)  
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c. Please find below updated tables as requested: 
 

 
 

 
 
 

The table below outlines the 2011 kW actuals for the four applicable rate classes: 
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d. The table below illustrates the calculation used that was applied to table 3-22 in 

Exhibit 3, Tab 2, Schedule 1 in WNP’s application: 
 

 
 
WNP acknowledges that the figures that were shown in Table 3-24 were not 
applied as suggested by Energy Probe. 
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Interrogatory #18 
 
Ref:  Exhibit 3, Tab 2, Schedule 1 
 
Please update Table 3-26 to reflect actual 2011 data. 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
The table below includes the 2011 actual data as requested: 
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Interrogatory #19 
 
Ref:  Exhibit 3, Appendix 3A 
 

a) Please provide the data shown in Appendix 3A in a live Excel spreadsheet. 
 
b) Please confirm that the volumes shown in the "Purchased including Losses" 

exclude the billed kWh volumes for the three customers that were forecast 
independently. 

 
c) Have the volumes noted above in the "Purchased including Losses" column 

been adjusted for the losses associated with the three customers that were 
forecast separately?  If not, does this mean that the volumes in this column 
include actual purchases for all customers but the three that have been 
removed, including losses associated with the three customers that have been 
removed? 

 
d) Please include in the live Excel spreadsheet the volumes associated with the 

three customers that were removed from the "Purchased including Losses" 
column as a separate column of data. 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. WNP has provided the data in an excel spreadsheet as requested.  This has 
been uploaded on to the OEB’s RESS site with the file name below: 
(Filename: WellingtonNorth_IR_Responses_Appendix_June12)  
 

b. WNP confirm that that the volumes shown in the "Purchased including Losses" 
exclude the billed kWh volumes for the three “sensitive” customers that were 
forecasted independently. 
 

c. WNP confirm that the volumes in the “Purchased including Losses" column 
include actual purchases for all customers but the three that have been removed, 
including losses associated with the three customers that have been removed. 
 
 

d. As requested, WNP has included the volumes associated with the three 
“sensitive” customers – this is shown in column ‘I’ of the worksheet. 
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Interrogatory #20 
 
Ref:  Exhibit 3, Tab 3, Schedule 2 
 

a) Does Table 3-30 include interest associated with deferral and variance 
accounts?  If no, please explain the negative amounts shown in account 4405 
in 2008.  If yes, please provide a revised Table 3-30 that excludes all interest 
associated with deferral and variance accounts. 

 
b) Please confirm that the 2012 forecast does not include any interest associated 

with deferral and variance accounts. 
 

c) Please provide an updated version of Table 3-30 that includes 2011 data. 
 

d) Why was the $192,175 insurance recovery not booked as a reduction to the 
capital cost of fixing the substation that was destroyed?  What was the cost 
associated with the destroyed substation that was included in capital 
expenditures in 2009 or subsequent years? 

 
e) Please indicate where the figures of $54,823 and $27,267 in Table 3-31 are 

included in Table 3-30. 
 

f) Please update Table 3-31 to reflect actual 2009 through 2011 data. 
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Wellington North Power Inc. - Response:  

 
a. WNP can confirm that in its rate application, Table 3-30 in Exhibit 3, Tab 3, 

Schedule 2 did include interest associated with deferral and variance accounts. 
As requested, the table below excludes all interest associated with deferral and 
variance accounts: 

 

 
 
 

As noted above, in 2009 other Income and Expenses of $379,642 included a 
gain on disposal for an insurance claim for a lightning strike at a Wellington North 
Power sub-station.  The recovery from the insurance claim was $192,195 
 

b. WNP can confirm that it did not include any interest associated with deferral and 
variance accounts in the 2012 Test Year.  The LDC has requested disposition of 
balances in the deferral and variances as described in Exhibit 9. 
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c. The table below has been updated to reflect 2011 actual data: 
 

 
 
It should be noted, in 2009 other Income and Expenses of $379,642 included a 
gain on disposal for an insurance claim for a lightning strike at a Wellington North 
Power sub-station.  The recovery from the insurance claim was $192,195 
 
 
 

d. The substation could not be repaired.  It was recognized as a “Gain on Disposal”.  
WNP spent $57,092.50 for renting a transformer in 2009.  WNP purchased a new 
transformer for $137,602.80 in January 2010.  
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e. Table 3-30 in WNP’s application incorrectly showed the values for the 2012 Year 
and should have reflected the numbers highlighted in the table below.  This table 
now includes 2011 actual data: 
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f. The table below reflects the 2011 actual data as requested: 
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Interrogatory #21 
 
Ref:  Exhibit 4, Tab 1, Schedule 1 
 

a) Please confirm that there is no impact on the 2011 or 2012 OM&A figures 
based on the change from CGAAP to MIFRS. 

 
b) Please update Table 4-1 to reflect actual data for 2011. 

                                                                                                                     
 
 
 
Wellington North Power Inc. - Response:  
 

a. Wellington North Power Inc. can confirm that there is that there is no impact on 
the 2011 or 2012 OM&A figures based on the change from CGAAP to MIFRS. 
 
Since this is the second deferral of mandated IFRS implementation provided by 
the Accounting Standards Board of Canada, Wellington North Power will not 
move to International Financial Reporting Standards, until such time as it is 
mandated.  WNP recommends the Board considers deferring the implementation 
of MIFRS until a firm commitment is made to transition to IFRS. 
 
WNP has chosen to change its fixed asset useful lives in this Cost of Service 
application.  Coincidentally, this is the only change made in the Application when 
moving to MIFRS.  This means the MIFRS submission in this rate application is 
identical to CGAAP with a change in the depreciation rates. 
 
 

b. The table below is the updated version that includes 2011 data.   It should be 
noted the table above does not reflect amortization for smart meters that was 
allocated to Smart Meter OM&A costs in account 1556.  The income taxes were 
calculated using the OEB PILs model and is showing as an expense, when 
actually WNP had a loss of ($90,187). Therefore the company’s 2011 income tax 
is a credit of ($33,315.72).  The actual 2011 expense was $2,051,962.21. 
 
In the table below, for the forecasted 2012 Test Year, the OM&A operating costs 
are over $100,000 lower than the forecasted value in WNP’s application.  The 
reason for this reduction is an error that has been identified with account 5655 
(Regulatory Expenses) which is described in Interrogatory #25. 
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Interrogatory #22 
 
Ref:  Exhibit 4, Tab 2, Schedule 2 
 

a) Please update Table 4-2 (page 388) to reflect actual data and provide an 
update to the variance analysis provided on pages 391-394. 

 
b) Please identify and quantify all one-time OM&A expenses in 2011, such as 

the cost of accounting training for the financial position and the testing of the 
new financial system (that attracted overtime costs as well as external 
consultant costs) included in 2011. 

 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
 
a. The table below summarizes the changes in the 2011 Bridge Year and 2012 Test 

Year between when WNP filed it Cost of Service application using forecasted data 
for these years and as of today when 2011 actual data has been applied to assist 
with the fine-tuning of 2012 Test Year. 

 

 
 
The following observations can be made about the above table: 

• There is very minimal variation between the Bridge Year data, with 2011 actual data 

showing that WNP total OM&A cost was $17,678 lower than forecasted in WNP’s 

application.  This demonstrates that WNP forecast for the 2011 Bridge Year was 

quite accurate. 

• It should be noted that all of the factors that were included in WNP’s application on 

pages 391 to 394 are valid and justified in the actual numbers reported in the above 
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table.  Major expenses incurred in 2011 that have fueled OM&A costs include, but 

limited to: 

o In August 2011, one additional employee was appointed within Operations as 

Manager of Operations. The existing Manager of Operations retired on 

October 31, 2011.  As part of effective succession planning and to ensure a 

smooth transition, there was a three-month period (August 2011 to October 

2011) for the “former” Manager of Operations to handover accountabilities 

and responsibilities to his successor; 
o In April 2011, a Customer Service Representative was hired at the LDC. This 

was an additional position and was required to assist with more complex 

billing and collection activities, which were needed in order to have two 

employees trained on doing billing requests to the IESO, validation of hourly 

meter reading versus historic monthly reads, trouble shooting meter 

communication issues and to cover vacation and sick days 
o Data conversion and testing of a new financial system (Great Plains) to 

enable the LDC to report financials under International Financial Reporting 

Standards (IFRS) methodology.  This project attracted overtime costs as well 

as external consultant costs;  

o Preparing for and testing for Time-of-Use pricing which WNP transitioned to 

on 31st

o Allocation of costs associated with the preparation of the LDC’s 2012 Cost-of-

Service rate application which attracted overtime costs as well as external 

contractor / consultant costs. 

 January 2012.  Extensive testing and re-testing with data and data 

interfaces with MDM/R was involved which in 2011 attracted overtime costs 

as well as external contractor / consultancy costs; 
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b. The table below itemizes the one-off costs incurred by WNP in 2011: 

 

 
  

Notes regarding the above table: 
• “Training“ includes: 

o Costs of courses that WNP employees or management have 
attended.  These are courses that individuals would not attend on a 
frequent basis, e.g. regulatory training that was provided for the 
Regulatory Analyst who was hired by WNP in February 2011; as well 
as finance training for the Financial Analyst.  

o Consultant costs incurred after the implementation of Great Plains 
Financial system (prior to implementation, such costs would have 
been capitalized). 

• COS Rate Application – these are consultant and contractor costs incurred 
supporting WNP’s application to adjust electricity distribution rates. 

• In 2011, WNP hired four “new” employees and consequently incurred costs 
such as job advertising.  In addition, for two of these positions, the services of 
a recruitment consultant was used which incurred further fees as illustrated 
above and recruitment costs 
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Interrogatory #23 
 
Ref:  Exhibit 4, Tab 2, Schedule 3 
 

a) Please update Tables 4-5 through 4-10 to reflect actual 2011 data. 
 
b) Does Table 4-7 include LEAP funding?  If no, where is the LEAP funding 

included?  If yes, what else is included in account 5410? 
 

c) Please provide the percentage increase effective January 1, 2012 for each of 
the employee groups shown on pages 413 through 417. 

 
d) Are the representatives from municipal council that are on the Board of 

Directors compensated at the same level as the independent members? 
 

e) Please provide the average compensation (excluding expenses) of the 
members of the Board of Directors for each of 2008 through 2011 on an 
actual basis and the forecast for 2012. 
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Wellington North Power Inc. - Response:  

 
a. The tables below represent the OM&A expenses incurred by WNP and have 

been updated to included 2011 actual data  
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b. WNP can confirm that in its application, Table 4-7 in Exhibit 4, Tab 2, Schedule 3 
does include LEAP funding. 
In 2011 the total expense for account 5410 was $3,647 which consisted of: 
• $2306 was paid by WNP as LEAP Funding; 
• $382 was paid to the Chamber of Commerce; 
• $859 was for local newspaper advertising promoting electrical safety 

awareness; 
• $100 was a donation to a local golf tournament. 

 
c. The percentage increase on January 1, 2012 for each employee group of 

Wellington North Power Inc. was 3%. 
 

d. Wellington North Power Inc. has one municipal council member on the Board of 
Directors for Wellington North Power Inc. and they receive the same 
compensation as the independent Board members. 
 

e. The table below represents the actual compensation received by Wellington 
North Power Inc. Board of Directors for 2008 to 2011 and a forecasted amount 
for 2012.  
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Interrogatory #24 

 
Ref:  Exhibit 4, Tab 2, Schedule 4 
 

a) Please update Table 4-11 to reflect actual 2011 data. 
 

b) What is the impact on the 2012 OM&A costs if the percentage increase to 
wages and salaries were reduced by one percentage point? 

 

c) What is the impact on the 2012 OM&A costs if the forecast of inflation is 
reduced from 3% to 2% for 2012? 

 

d) Please confirm that the Canadian CPI rate for the first four months of 2012 
has averaged 2.25%. 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. The table below has been updated to reflect actual 2011 data as requested: 
 

 
 



Wellington North Power Inc. 
OEB File No. EB-2011-0249 

 Response to Energy Probe Interrogatories 
Page 89 of 123 

 
 

b. Using the approach described, the impact to WNP’s 2012 Test Year OM&A costs 
would be a reduction of $11,171 over the year, as shown below: 
 

 
 

c. Using the approach described, the impact to WNP’s 2012 Test Year OM&A costs 
would be a reduction of $15,959 over the year, as shown below: 
 

 
 

d. According to www.rateinflation.com, the first four months of 2012, the Canadian 
CPI rate is 2.25% as per table below: 

 

 
 

http://www.rateinflation.com/�
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Interrogatory #25 
 
Ref:  Exhibit 4, Tab 2, Schedule 5 
 

a) Please update Table 4-12 to reflect actual 2011 data. 
 
b) Please confirm that the one-time costs shown in Table 4-12 of $135,731 are 

the costs related to the 2012 COS application. 
 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. Table 4-12 in Exhibit 4, Tab 2, Schedule 5 in WNP’s application reflects 2011 
actual data and therefore no updates are required. 
 

b. WNP confirm that the one-time costs shown in Table 4-12 of $135,731 are the 
costs related to the 2012 COS application: 
 

In its application, WNP requested recovery of $207,999 per year within its rates.  
However, this value is incorrect because the one-time costs should be recovered 
over the four-year period until the next Cost-of-Service application is due. 
 
Therefore, the Regulatory Expenses in Account 5655 for the 2012 Test Year have 
been reduced from $207,999 to $106,201.  
 

 
 
The above change has contributed to the reduction of OM&A expenses by over 
$100,000 in the 2012 Test Year, which in-turn has also reduced the revenue 
deficiency. 
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Interrogatory #26 
 
Ref:  Exhibit 4, Tab 2, Schedule 6 
 

a) Please update Table 4-13 to reflect actual 2011 data. 
 
b) Please confirm that the line labeled "FTEEs / Customer" in Table 4-13 

should be "Customers / FTEEs". 
 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. The table below has been updated to include 2011 actual data: 
 

 
 

b. WNP confirm that line labeled "FTEEs / Customer" in Table 4-13 should be 
"Customers / FTEEs – this has been corrected as illustrated in the above table. 
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Interrogatory #27 
 
Ref:  Exhibit 4, Tab 2, Schedule 10 &  
 Exhibit 4, Tab 2, Schedule 9 
 
Please reconcile the figures for the three accounts shown in Table 4-23 in Exhibit 4, 
Tab 2, Schedule 9 with the Total Compensation (Salary, Wages & Benefits) shown 
in Table 4-24 in Exhibit 4, Tab 2, Schedule 10. 
 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
The table below is an updated version of Table 4-23 from Exhibit 4, Tab 2 Schedule 9 
which includes 2011 actual data. 
 

 
 
It is not possible to reconcile the above table with Table 4-24 from Exhibit 4, Tab 2 
Schedule 9.  This is because Table 4-24 includes all WNP employees and Board 
members whereas Table 4-23 does not include: 

• Outside Labour  - this expense is allocated to the Operations and Maintenance 
accounts (i.e. accounts 5005 and 5105); and 

• Employees who are employed in Billing and Collection activities (i.e. 5310 and 
5320). 
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Interrogatory #28 
 
Ref:  Exhibit 4, Tab 3, Schedule 2 &  
 Exhibit 2, Tab 2, Schedule 3 
 

a) Please provide updated CCA schedules for 2011 and 2012 (Tables 4-44 and 
4-46) that reflect the actual 2011 tax filings for WNP. 

 
b) Please explain why the computer hardware shown in the tables on pages 203 

and 204 of Exhibit 2, Tab 2, Schedule 3 indicate that the additions are 
related to CCA class 45.1 while in Tables 4-44 and 4-46 these additions are 
put into CCA Class 10. 

 
c) Please confirm that computer hardware acquired after January 2011 should 

be included in CCA Class 50. 
 

d) Please provide revised CCA schedules with the additions to computer 
hardware allocated to CCA Class 50 with a CCA rate of 55%. 

 
e) Has WNP included any tax credits associated with the Co-Operative 

Education Tax Credit ("CETC"), the provincial Apprenticeship Training 
Tax Credit ("ATTC") or the federal Apprenticeship Job Creation Tax 
Credit ("AJCTC") in the calculation of its income taxes? If yes, please show 
the calculation of the credit(s) for 2012 and where they are reflected in the 
evidence. 

 
f) Has WNP had any positions that qualified for any of these tax credits in 2008 

through 2011 or are forecast to qualify for 2012?  If yes, please provide 
details. 

 
g) Please provide a copy of the 2011 Federal and Ontario Tax Return. 

 
                                                                                                                     
 
Wellington North Power Inc. - Response:  

 
a. A copy of the updated CCA Schedules has been uploaded onto the OEB’s RESS 

site (filename: WellingtonNorth_IR_Responses_Appendix_June12) 
 

b. WNP have amended the Continuity Schedules tables to align to the CCA 
Schedule.   
A copy of the revised Continuity Schedules has been uploaded onto the OEB’s 
RESS site (filename: WellingtonNorth_IR_Responses_Appendix_June12) 
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c. WNP confirm that computer hardware acquired after January 2011 should be 
included in CCA Class 50. 
 

d. A copy of the updated CCA Schedules has been uploaded onto the OEB’s RESS 
site (filename: WellingtonNorth_IR_Responses_Appendix_June12) 
 

e. Yes, Wellington North Power Inc. qualified for the provincial Apprenticeship 
Training Tax Credit in 2008 and 2009, but did not qualify for the Tax credit in 
2010 or 2011: 
 

f. In 2008, Wellington North Power Inc. qualified for a $5,000 Apprenticeship 
Training Tax Credit as shown below: 
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In 2009, Wellington North Power Inc. qualified for a $7,781 Apprenticeship 
Training Tax Credit as shown below: 
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In 2010, Wellington North Power did not qualify for an Apprenticeship Tax Credit, 
as the employee is no longer with the company.  
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For 2011, Wellington North Power did not qualify for an Apprenticeship Tax 
Credit, as the employee was no longer with the company.  Wellington North 
Power’s tax return did not submit schedule 552, as there was not qualifying tax 
credit. 

 
For 2012, Wellington North Power is not forecasting any qualifying 
Apprenticeship Tax Credit.  The additional position for the Operations 
Department will be a fully qualified journey person / line technician.  
 
 

g. Wellington North Power Inc. has included a copy of the 2011 Tax Return, as 
appendices to this interrogatory response. 
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Interrogatory #29 
 
Ref:  Exhibit 4, Tab 3, Schedule 1 &  
 Exhibit 6, Tab 1, Schedule 1 
 
Please reconcile the 2012 regulatory taxable income of $28,216 shown in Table 4-43 
in Exhibit 4, Tab 3, Schedule 1 with the taxable income of $33,391 shown in Table 6-
2 in Exhibit 6, Tab 1, Schedule 1. 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
In WNP’s application, the 2012 regulatory taxable income shown in Table 4-43 of Exhibit 
4, Tab 3, Schedule of $28,215 is the taxable income prior to adjusting revenue to PILs.   
 
This value needs to be multiplied by the Tax Rate (15%) to provide a grossed-up PILs 
value as illustrated in the table below: 
 

 
 
  Taxable income  = $28,215 
  Grossed-up PILs =  $5176 + 
      $33,391 
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Interrogatory #30 
 
Ref:  Exhibit 5, Tab 1, Schedule 1 
 

a) Please confirm that the debt noted on page 688 should be 56% long-term 
debt and 4% short-term debt rather than the reverse as shown in the 
evidence. 

 
b) Please confirm that on page 689, WNP is requesting a short-term debt rate of 

2.08%, not a long-term debt rate of 2.08% as stated. 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. WNP acknowledges that the narrative on page 688 (Exhibit 5, Tab 1, Schedule 
1) is incorrect.  The commentary should read: 
 
Capital Structure:  
The capital structure that was approved by the Ontario Energy Board in the 
LDC’s Cost of Service rate application for 2008 (ref: EB-2007-0693) has been 
superseded as a result of the 2009 and 2010 IRM applications. Currently, 
Wellington North Power Inc. has a deemed capital structure of:  

• Debt = 60.00%, consisting of: 
 Long-term debt @ 56.00%  
 Short-term debt @ 4.00%  

• Equity = 40.00%  
 

 
b. WNP acknowledges that the narrative on page 689 (Exhibit 5, Tab 1, Schedule 

1) is incorrect.  The commentary should read: 
 

Short-term Debt:  
For the 2012 Test Year, Wellington North Power Inc. is requesting a Short-Term 
Debt of 2.08%. This rate is aligned to the OEB published “Cost of Capital 
Parameter Updates for 2012 Cost of Service Applications for Rates Effective May 
1, 2012” issued on March 2, 2012. 
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Interrogatory #31 
 
Ref:  Exhibit 5, Tab 1, Schedule 1 
 
WNP has a deemed long-term debt amount of approximately $4.2 million (Table 5-
4) but actual long-term debt of less than $2.0 million (Table 5-5).   
 

a) Please explain why WNP has not moved its actual capital structure closer to 
its deemed capital structure. 

 
b) Can WNP pay off the remaining promissory notes to the affiliates without 

any penalty? 
 

c) Despite the rate approved by the Board for the long-term debt rate 
associated with the affiliates for rate setting purposes, does WNP continue to 
pay the townships 7.25%?  If not, what rate will WNP pay to the townships 
for 2012? 

 
d) Has WNP considered borrowing additional funds from Infrastructure 

Ontario to finance its capital expenditures of nearly $1 million in 2011?  If 
not, why not? 

 
e) What is the term on the current Infrastructure Ontario loan? 

 
f) What is the current interest rate on Infrastructure Ontario loans with terms 

of 5, 20 and 40 years? 
 
                                                                                                                     
 
Wellington North Power Inc. - Response:  

 
a. Wellington North Power will be moving to the deemed capital structure in 2012.  

Some to the capital projects will need to be financed through a financial 
institution. 
 

b. Yes, Wellington North Power Inc. can pay off the remaining promissory note 
without penalty.  Since 2006, Wellington North Power has been paying down the 
principle of $100,000 per year.  This is in addition to the annual interest 
payments. 
 

c. Wellington North Power Inc. reduced the long-term debt rate paid to the 
shareholder to 6.25 percent in 2006.  In April of 2012 Wellington North Power 
Inc. began paying an interest rate of 4.41 percent to the shareholder.  This is 
confirmed in the correspondence letter attached below 
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d. Wellington North Power did briefly discuss the possibility of financing additional 
capital expenditures with Infrastructure Ontario staff.  Once Wellington North 
Power has received rate approval, further discussions will be arranged for 2012 
project financing.    
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e. The terms of Wellington North Power’s current Infrastructure Ontario loan are: 
- Amount 1,200,000.00 
- 15 Years  
- Interest Rate 4.42 percent 
- Debenture due date May 2, 2026 
 

f. The current interest rate on Infrastructure Ontario loans is as shown in the table 
below: 
 

  Lending Rates: Local Distribution Companies 

Indicative Lending Rates as of June 12, 2012** 

Term Construction Serial Amortizer 

1 Month 1.77% - - 

5 Year - 2.20% 2.30% 

10 Year - 2.87% 2.97% 

15 Year - 3.28% 3.38% 

20 Year - 3.56% 3.66% 

25 Year - 3.75% 3.85% 

30 Year - 3.86% 3.96% 

35 Year - 3.92% 4.02% 

40 Year - 3.96% 4.06% 
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Interrogatory #32 
 
Ref:  Exhibit 6, Tab 1, Schedule 1 
 

a) Is the 2011 data shown in Table 6-2 based on CGAAP or MIFRS? 
 
b) Does the 2011 data shown in Table 6-2 include all actual information, 

including OM&A expenses, depreciation, rate base, revenues, taxes, etc?  If 
not, please provided a revised Table 6-2 that reflects all actual data for 2011 
in a CGAAP basis. 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. The data shown in table 6-2 in Exhibit 6, Tab 1, Schedule 1 is based upon 
MIFRS.   

 
Although Wellington North Power Inc. was directed to file its Cost of Service 
application in MIFRS, the company is deferring its transition to the International 
Financial Reporting Standards (IFRS), until such time as it is mandate for Rate 
Regulated Entities. Therefore there is no change in the current obligation, or the 
regulatory treatment of the obligation.  These amounts have not been 
incorporated anyway in the revenue requirement.   
At the time of transition to IFRS, Wellington North Power Inc. will follow the 
guidelines and direction from the Ontario Energy Board Uniform System of 
Accounts for Electricity Distributors, the International Accounting Standards 
Board (AcSB) and the advice of the company’s external auditor. 

 
b. WNP can confirm that the data shown in table 6-2 in Exhibit 6, Tab 1, Schedule 1 

does include OM&A expenses, depreciation, rate base, revenues, and taxes.   
 
As outlined in part (a) above, WNP submitted its application under Modified 
IFRS.  However, as the LDC has deferred its decision to transfer to IFRS until a 
later date, the data in Table 6-2 reflect the CGAAP principles.  In 2012, 
Wellington North Power Inc. reviewed the useful life of its assets with the aid of 
the Asset Depreciation Study by Kinectrics (Kinectrics Report).  The LDC has 
used the mid-range typical useful life for its assets as described in the Kinectrics 
Study.  Consequently, the LDC’s Fixed Asset’s useful lives have been extended 
causing net depreciation (depreciation expense to the income statement) to be 
reduced in the 2012 Test Year.  This change is reflected in the data in Table 6-2 
and is discussed in detail in Exhibit 11. 
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Interrogatory #33 
 
Ref:  Exhibit 8, Tab 8, Schedule 2 
 

a) Please include 2004 data in Table 8-14 and show the 7 year average total loss 
factor. 

 
b) Please add 2011 actual data in Table 8-14. 

 
c) Please explain why WNP is using a 6 year average to calculate the loss 

factors when section 2.11.7 in Chapter 2 of the Filing Requirements for 
Transmission and Distribution Rate Applications dated June 22, 2011 
indicates that the preferred approach is a 5 year average? 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 

a. The table below includes 2004 data as requested and represents a seven-year 
average view: 
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b. The table below includes 2011 actual data.  Using this data, WNP have 
calculated the 5-year average (i.e. using the values from 2007 to 2011 inclusive): 
 

 
 

c. WNP included a 6 year average to calculate the loss factors because this data 
was reliable, accessible and available.  
 
As specified in Chapter 2 of the Filing Requirements, WNP has provided a 5 year 
average – please see table below: 
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Compared to WNP’s original application, using the 5 year average method, the 
Distribution loss factor has reduced to 1.0364 (a reduction of 0.0006 from 
1.0370).  As a result, the: 

• Total Loss Factor for a secondary metered customer is now 1.0717 (a 
reduction from WNP’s initial filing of 0.0006 – was 1.0723). 

• Total Loss Factor for a primary metered customer is now 1.0610 (a 
reduction from WNP’s initial filing of 0.0006 – was 1.0616). 
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Interrogatory #34 
 
Ref:  Exhibit 8, Tab 10, Schedule 1 
 

a) Please explain in detail why WNP is not proposing any rate mitigation 
measures for those rate classes that have a total bill increase in excess of 
10%. 

 
b) Please update the rate impacts shown at pages 753-757 to incorporate the 

energy charges from the April 2, 2012 Regulated Price Plan Price Report for 
May 1, 2012 to April 30, 2013. 

 
                                                                                                                                               
 
 
Wellington North Power Inc. - Response:  
 

a. Wellington North Power is willing to mitigate for those customer classes that 
have a total bill increase in excess of 10% and would propose to phase in 
the increase over a one year period.  The LDC is interested in hearing 
proposals from Board Staff and Intervenors about other mitigation 
techniques that could be applied. 

 
b. Wellington North Power has updated the tables from pages 753 to 757   

using the noted RPP Pricing Reports below. 
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Summarized below is the bill impact information, incorporating the energy charges from 
the April 2, 2012 Regulated Price Plan Price Report for May 1, 2012 to April 30, 2013 
 

Bill Impact Information for Residential Customer Class 
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Bill Impact Information for General Service <50kW Customer Class 
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Bill Impact Information for General Service 50 – 999 kW Class 
 

 
 

Bill Impact Information for General Service 1000 – 4999 kW Class 
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Bill Impact Information for Street Lighting Class 
 

 
 

Bill Impact Information for Sentinel Lighting Class 
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Bill Impact Information for Unmetered Scattered Load Class 
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Interrogatory #35 
 
Ref: Exhibit 9, Schedule 4 
 

a) Does the information provided in Table 9-5 reflect actual 2011 data? 
 
b) If the response to part (b) is no, please provide a revised Table 9-5 to reflect 

actual 2011 data. 
 

c) Does the revenue requirement forecast for 2012 include any incremental 
costs related to the transition to MIFRS?  Does it include any on-going costs 
associated with MIFRS? 

 
d) What are the costs that WNP would include in the requested sub-account for 

deferred IFRS transition costs noted on page 776 at the end of 2011 and at 
the end of May 2012?  Does WNP expect to incur any other incremental 
costs related to the transition to MIFRS beyond the end of May 2012?  If yes, 
please explain. 
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Wellington North Power Inc. - Response:  
 
a. No, WNP confirm that Table 9-5 does not reflect actual 2011 data. 

 
b. The table below has been updated to include 2011 actual data: 
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c. Although Wellington North Power Inc. was directed to file its Cost of Service 

application in MIFRS, the company is deferring its transition to the International 
Financial Reporting Standards (IFRS), until such time as it is mandate for Rate 
Regulated Entities. Therefore there is no change in the current obligation, or the 
regulatory treatment of the obligation.  These amounts have not been incorporated 
anyway in the revenue requirement. 

 
d. The table below illustrates the actual costs incurred to date (June 2012) by 

Wellington North Power Inc. for transition to IFRS: 
 

 
 

It should be noted that  
• Although Wellington North Power Inc. was directed to file its Cost of Service 

application in MIFRS, the company is deferring its transition to the 
International Financial Reporting Standards (IFRS), until such time as it is 
mandate for Rate Regulated Entities. Therefore there is no change in the 
current obligation, or the regulatory treatment of the obligation.  At the time of 
transition to IFRS, Wellington North Power Inc. will follow the guidelines and 
direction from the Ontario Energy Board Uniform System of Accounts for 
Electricity Distributors, the International Accounting Standards Board (AcSB) 
and the advice of the company’s external auditor. 

• Based upon the above comment, WNP anticipates to incur further IFRS 
transition costs (e.g. consultancy and training expenses, IS system and 
training costs) when the LDC does migrate from CGAPP to IFRS. 
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Interrogatory #36 
 
Ref:  Exhibit 9, Schedule 5 &  
 Exhibit 9, Schedule 8 &  
 Exhibit 8, Tab 10, Schedule 1 
 

a) Please reconcile the statement at page 778 of Exhibit 9, Schedule 5 that WNP 
is requesting the use of the default disposition period of 1 year with the 
statement on page 783 of Exhibit 9, Schedule 8 that WNP is proposing that 
the rate riders illustrated in Table 9-7 be effective for 2 years. 

 
b) What is the impact on the total customer bills shown in Exhibit 8, Tab 10, 

Schedule 1 at pages 753-757 if the deferral/variance accounts are cleared 
over 1 year instead of 2?  Please use the energy cost as requested in 
Interrogatory #34(b). 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
a. WNP acknowledges that there is an error with the commentary that supports Table 

9-6 in Exhibit 9 Schedule 5.  WNP is requesting the use of the default disposition 
period of 2 years. 
 
The corrected commentary that supports Table 9-6 in Exhibit 9, Schedule 6 is: 

Table 9-6 contains the total claim for each account balance from the 2010 
Audited Financial Statements, less any dispositions ordered by the Board during 
2011, plus an interest projection to April 30, 2012. Exhibit 8 demonstrated the 
allocator (per the Board in the EDDVAR Report) used to calculate the Rate 
Riders and the resulting recovery by customer class. Wellington  
North Power Inc. is requesting disposition of these variance account balances, 
following the guidelines in the Report of the Board using the default disposition 
period of two years. 

 
b. The bill impact for the total customer bills shown if the deferral/variance accounts are 

cleared over 1 year instead of 2 is shown below: 
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Interrogatory #37 
 
Ref:  Exhibit 10, Tab 1, Schedule 1 
 

a) Please indicate the last month of revenues included in the SMFA revenues of 
$272,394.92 shown in Table 10-1. 

 
b) Please update all the figures in Table 10-1 to reflect actual 2011 data, along 

with the most recent actual data available for the SMFA revenues collected 
in 2012. 

 
c) Please confirm that that SMFA rate rider is no longer being collected by 

WNP as of May 1, 2012.  If this cannot be confirmed, please provide the 
monthly revenue being collected beyond May 1, 2012 associated with this 
rate rider. 

                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
a. WNP confirm that the last month of revenues included in the SMFA revenues (shown 

in table 10-1) is May 2012.  May 2012 is the billing month that includes April 2012’s 
consumption.  The Smart Meter Rate Rider ended as of May 1, 2012. 
 

b. Table 10-1 of Exhibit 10, Tab 1, Schedule 1 has been included to include 2011 and 
2012 actual data.  Below is an updated version of this table which also shows that 
the SMDR (Smart Meter Disposition Rider) that WNP is requesting through its 
application has reduced from $1.07 to $0.83. 

 

 
 

The SMDR reduction is as a consequence of comments from Board Staff which 
include: 
• Adjusting the Return on Equity for 2008 to 2011 from 8.68% to 8.57%. 
• Replacing Quarter 4 2011 and 2012 forecast data with actual data for 

revenues, interest improvement and capital spent allocated to accounts 1555 
and 1556. 
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c. WNP can confirm that the SMFA Rate Rider ceased being collected from May 1, 
2012. 

 
WNP has submitted an updated Smart Meter model that reflects the above 
amendments.  This file has been uploaded on to the RESS site. 
(Filename: WNP_2012_Smart_Meter_V2.17_June12) 
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Interrogatory #38 
 
Ref:  Exhibit 10, Tab 2, Schedule 1 
 

a) Does the WNP approach that results in residential and GS < 50 kW 
customers paying the same amount implicitly assume that the original 
capital cost of meters are the same for these two customer classes? 

 
b) Please recalculate the net book value segregation by rate class and the 

resulting rate riders shown in Table 10-10 using the relative meter costs of 
$224.18 for residential meters and $735.94 for GS < 50 kW meters as shown 
on Tab I7.1 Meter Capital of the cost allocation model. 

 
c) Please explain why the above approach does not make sense and would be 

inequitable to one or both classes. 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
a. It would be reasonable to make that assumption given the approach that WNP have 

applied in its application.  The LDC does appreciate that there is a variance in the 
purchase and installation costs of mechanical meters between the Residential and 
General Service <50 kW classes.  However, WNP also believes that customer 
numbers in each class needs to be considered as well as cost – i.e. there are fewer 
General Service < 50kW customers.  

 
Below is another allocation technique that could be considered for the recovery of 
the Net Book Value associated with Stranded meters. 
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In the above model, WNP has attempted to provide a weighting factor not only 
the purchase and installation of costs of mechanical meters, but also the number 
of customers in each class.  The LDC is looking for fairness and equitably to both 
classes in seeking for the recovery of the Net Book Value that WNP is requesting 
disposition of, calculated at $201,233 as at December 31, 2012. 
 
The approach applied by WNP was:  

• Use the purchase and install cost information to create a meter cost 
weighting ratio for each class; 

• Use the customer numbers for each calls to create a customer 
number weighting ratio for each class; 

• There are two weighting variables (meter cost and customer 
numbers).  Calculate the ratio for these variable to create one ratio 
that can be used to distribute the NBV between two classes 

• Applying the above technique, the table above shows that Residential 
customers are allocated $109,869 and General Service < 50kW 
customers are allocated $$91,367. 

• Dividing these allocated values by the number of customers in each 
class and selecting a recovery period of 4 years, the table above 
shows the Rate Rider amount that each customer would pay every 
month. 
 

The above method demonstrates that WNP has attempted to be equitable to 
both rate classes by using customer numbers together with OM&A and capital 
costs. 
This is another view compared to the proposal put forward in WNP Cost of 
Service application.  
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b. Using the method described, the Rate Rider to Recover Stranded meters is 
shown below: 
 

 
 
Using the relative meter costs provided, WNP created a weighting allocator to 
disburse the Net Book Value of $201,233 for Stranded Meters as at 
December 31, 2011.  The recovery period show above is 4 years which is the 
same period as per WNP’s application 
 

c. The LDC does appreciate that there is a variance in the purchase and 
installation costs of mechanical meters between the Residential and General 
Service <50 kW classes.  However, WNP also believes that customer 
numbers in each class needs to be considered as well as cost. 
 
The LDC is interested to learn of other methodologies that Board Staff and/or 
Intervenors can share that ensure that both rate classes are treated fairly and 
equally. 
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Interrogatory #39 
 
Ref:  Exhibit 11, Schedule 6 
 
Please explain how the $33,168 shown in Table 11-11 is being refunded to customers 
over the 2012 through 2015 period under the WNP proposal.  In particular, please 
explain the adjustment of $33,168 shown in Table 11-13. 
                                                                                                                     
 
Wellington North Power Inc. - Response:  
 
 
WNP has proposed to recover the $33,168 by reducing the Amortization Expense 
component of the 2012 Revenue Requirement.  This will result in a reduction in 
distribution rates until the next rebasing.  
 
WNP has calculated the difference between NBV of fixed assets at the end of 2011 on a 
CGAAP and MIFRS basis.  Please note the only change reflected in the MIFRs amounts 
is a change in depreciation rates. 
Table 11-11 provides that difference as an amount of $109,003: 

• That amount is spread over 4 years resulting in a reduction in Amortization 
expense of $27,251 ($109,003 / 4); 

• An Average Balance between the opening and closing amount of the deferral 
account was calculated as $95,377 (($109,003 + $81,752)/2).   

• This average multiplied by the annual regulated rate of return resulted in a return 
on the PP&E deferral account of $5,917.  

• This amount was also deducted from the Amortization Expense component of 
the 2012 Revenue Requirement resulting in a reduction in distribution rates until 
the next rebasing.    

The total effect on rates for the next 4 years is a reduction of $33,168 ($27,251 + 
$5,917). 
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