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

WNP response to Board Staff Supplemental Interrogatories 
Page 1 of 85 

 

 
Wellington North Power Inc. 

2012 Rate Rebasing Application 
EB-2011-0249 

Board Staff Supplemental Interrogatories 
Pursuant to Procedural Order No. 3, the following are Board staff’s supplemental 
interrogatories in Wellington North Power Inc.’s (“WNP”) 2012 Cost of Service 
Application, EB-2011-0249. The numbering sequence follows that applied to Board 
staff’s interrogatories, submitted June 5, 2012.  

Operating Revenue 
56. Reference: VECC IR #14 

Exhibit 3, Tab 2, Schedule 1, page 349 

WNP has applied a billed kWh adjustment for CDM of 452,000 kWh in 2011 and 904,000 
kWh in 2012, representing 10% and 20% of its targets. VECC IR response #14 provides 
actual CDM results of 109,701 kWh for 2011 and 9,789 kWh for Q1 2012. 

a. Would WNP consider a 10% CDM adjustment for 2012 to be more appropriate, 
given the limited activity in 2011 and time required to ramp up activity in 2012? 
If not, why not? 

 
 
Wellington North Power Inc. - Response:
 

  

Wellington North Power Inc. is of the opinion that a reduction in the 2012 forecast of 20 

percent of its conservation target is not necessary

 

.  According to the Ontario Power 

Authority verified Draft 2011 Results shown below, the company has reached 13 
percent of its target, when the province wide share is added to its accumulated energy 

savings for 2011. 

Programs were very slow to start in 2011, as noted in WNP’s response to VECC IR #14 

(a), the Ontario “Power Authority did not begin to release programs until June of 2011.  

Some of the 2011-2014 provincial programs were not ready for rollout until later that 
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same year.  The delay in the start of the programs impacted the utility’s ability to begin 

customer conservation initiatives before August of 2011.”   

 

However, Wellington North Power has been very aggressive in our 2012 planning, 

advertising and marketing of the conservation initiatives available to customers.  We 

have met with social service agencies, to promote the Home Assistance Program, held 

Conservation Information sessions for small businesses, developers and builders and 

continue to attend home shows and other community events.   
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Ontario Power Authority verified draft 2011 – LDC: Wellington North Power Inc: 
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57. Reference: VECC IRR #16 

Board staff IRR #17 
Exhibit 3, Tab 3, Schedule 2, Table 3-30 

VECC IR #16 requests an update to WNP’s Table 3-30 to include 2011 actuals. Board 
staff IR #17 requests an explanation of variances in the table. WNP’s response requires 
further clarification. 

a. Please explain the changes in the table provided in response to VECC #16 to 
the table originally filed for the following expense types in 2012: 

• Rent from electric property 

• Miscellaneous service revenues 

• Revenues from non-utility operations 

• Expenses from non-utility operations 

b. Please provide an updated Table 3-30 that includes the adjustments as 
described in part c) of WNP’s response to Board staff IRR #16. 

c. Please provide an explanation of any remaining year over year variances in the 
table exceeding +/-10%. 

 
 
Wellington North Power Inc. - Response:
 

  

a) The changes in the Table provided in response to VECC #16, was the result of 
updating the bridge year with actual 2011 data. 

 
VECC’s #16 a) Please provide the actual 2011 Other Operating Revenue by 
the account shown in Table 30-0. 

 
Table 3-30 and 3-31 were both updated to reflect the actual 2011 information.  

Because the Specific Service Charge model calculated on averages, by updating 

with actual 2011 data, it automatically updated Table 3-30 which is linked to Table 3-

31.  As a result the updated Table 3-30, was then inserted in the response to VECC 

#16. 



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

WNP response to Board Staff Supplemental Interrogatories 
Page 13 of 85 

 
 

The update to Table 3-31 to reflect 2011 actual changed the forecast for 2012 as shown 

in the Table below: 

 
Therefore, Rent from electric property in account 4210 after the 2011 actual update is 

$27,267 for the 2012 Test Year. 

Miscellaneous service revenue in account 4325 after the 2011 actual information was 

updated is$57,043. 

 

The original filing the amounts in Revenue from non-utility operations and Expenses 
from non-utility operations in 2012 didn’t include Water / Sewer portion. The updated 

version of Table 3-0 below has been corrected and is consistent with previous years.  
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Revisions have been made to Table 3-30 below.  In both the original filing and the 

response provided in VECC IRR # 16, some of the data in the table was incorrect. 

 

2008 Actual – Account 4405 showed a credit balance.  This was an input error, and 

should not

A revised table has been provided in Reference 57 (b). 

 have been a credit.  WNP’s General Ledger records revenue as a credit and 

expense as a debit, while the table was created showing revenue as a positive and 

expense as a negative value.  To correct the table, a debit entry in 2008 for Account 

4405 Interest and Dividend Income has been corrected, increases the overall 

miscellaneous revenue for 2008 from $204,363 to $242,904.  A revision was also made 

to Account 4380 Expenses from Non-Utility Operations to reflex the understatement of 

$3,115.86 for OPA CDM program expense noted in the VECC IRR # 16 table. 

 

As mentioned above the Water / Sewer figures for the Bridge Year and Test Year were 

inadvertently omitted.  This has been corrected in the revised Table 3-0 below, in part 

(b). 

2011-2012 Revision 
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b) As requested, the table below is an updated Table 3-30 that includes the 

adjustments as described in part c) of WNP’s response to Board staff IRR #16: 

 
 

c. 
The table above has been revised to remove $2,570 in Variance and Deferral 

Account Interest from Account 4405 Interest & Dividend Income.  In Account 4375 an 

adjustment was also done to the Table to correct the allocation of OPA Funding.  

Funds moved to Account 2206 on the Balance Sheet was $126,100 and should have 

been $102,030.43 a difference of $24,069.57. 

2009 Revisions: 

 

The overall increase in 2009 Miscellaneous Revenue is the result of an insurance 

claim for a substation, which was struck with lighting, as well as the sale of used 

utility equipment.  The settlement of the insurance claim and sale of used equipment 

was allocated to Account 4360 Gain on Disposition of Utility and Other Property in 

the amount of $192,174.92 and $41,606.71. 
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4084 – Service Transaction Requests Revenue decreased 24% in 2009.  WNP 

believes the main reason for the decrease in Service Transaction Requests was that 

many of its customers returned to Standard Service Supply.   Many customers didn’t 

resign their contracts with retailers which causes the revenue drop in 2009. 

 

4090 – In 2009, the Electric Services Incidental to Energy Sales amount decreases 

41% compared to 2008. Wellington North Power believes an incorrect transaction of 

$8,297 for Long Term Load Transfer revenue was booked to account 4090 in 2008.  

The SSS admin fee was $11,897 in 2008.  If excluding the Long Term Load Transfer 

portion, there is only $4 difference when compared to 2008 figures. 

 

4325 – In 2009, other electric revenues amount increases 215%. The majority of the 

increase was the result of $6,893.22 billed to a local cable company for make ready 

work for fiber attachment on Wellington North Power poles. The majority of the cable 

company’s infrastructure was installed as underground. However in 2009, the 

remaining section in Mount Forest was installed as overhead. There was no make-

ready work in 2008.  

 

4225 – In 2009 Late Payment Charges increases 13%.  Wellington North Power 

feels that the increase is mainly due to the economic downturn in 2008 and 2009. 

 

4355 – Gain on Disposition of Utility and Other Property increases 1063% in 2009 

vs. 2008. The increase was due to a 5,000 kVA transformer owned by Wellington 

North Power Inc. was struck by lightning and an insurance proceeds was received 

for $192,174.92. This was an extraordinary event which had not occurred in any prior 

years.  There was also the disposal of used company equipment for $41,606.71 in 

2009. 
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4375 – Revenues from Non-Utility Operations increase 97%.  The main reason for 

this increase is Wellington North Power received a total of $264,256.39 to initiate 

CDM programs from Ontario Power Authority.  The unused portion of $102,030.43 

was moved to Balance Sheet.  The breakdown for the Conservation and Demand 

Management amounts are listed below: 

• $140,330 - Direct Install Program 

• $169 - Summer Savings Program 

• $2,612 - Refrigerator Roundup 

• $19,115 – ERIP 

 

Account 4375 also includes $98,312 for Water / Sewer billing and collection services 

provide to municipality. Please see the table below: 
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4380 – Expenses from Non-Utility Operations increase 153%. A total of $162,225.96 

is spent to fund OPA programs. An unused portion of $102,030 is moved to Balance 

Sheet. There were more customers who participated in the CDM program in 2009 

compared to 2008. The total amount for Water / Sewer expense is $90,740. Please 

see the table below: 

 

 
 

4390 – In 2009, Misc Non-Operating Income decreases 190%.  A total payment of 

$9,473 was received from a local company for the sale of scrapped inventory. 

 

4405 – Interest and Dividend Income decrease 75%. The average interest earned 

from the bank reduces $1,880.79 per month compared to 2008. Mainly it is due to 

low bank balance in 2009. The interest rate also reduces from 0.30% to 0.04% in 

2009. Please see the table below: 
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Details for 2010 : 

4084 – In 2010, service transaction requests revenues increase 87%. Retailers were 

actively promoting their service in the area and more customers choosing to enroll 

with them. The increased amounts are mainly due to enrolment request, change bill 

option request and acceptance.  

 

4210 – Rent from Electric Property decreases 12%. The tenant who rented the 

space was moved to own building in 2010.  

 

4325 – Other Electric Revenues decrease 71%. There was no make-ready work for 

2010.  Wellington North Power charged $1,042.72 to a local factory for isolation of 

substation maintenance.  A payment of $1,638.11 was charged to a local 

manufacturing company for isolation of substation maintenance. 

 

4330 – In 2010, costs and expenses of merchandising and jobbing increase 101%. 

Wellington North Power believes that some of the costs were booked to OM&A 

accounts instead of the 4330 account in 2009. It causes the major increase in 2010.  

 

4235 – Miscellaneous Service Revenues decrease 10%.   Customers on a Payment 

Arrangement Plan affect timeliness of cash-flow. Inability to apply disconnection 

charges for customers on a Payment Arrangement Plan. Please see the table below: 
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4355 – Gain on Disposition of Utility and Other Property decrease 93%. An 

insurance claim  

proceeds of $16,713 is for MS6 transformer. In 2009, there was an extraordinary 

event that a 5,000 kVA transformer owned by Wellington North Power Inc. was 

struck by lightning. An insurance proceeds was received for $192,174.92 in 2009. 

The event did not occurred in 2010.  

 

4375 – Revenues from Non-Utility Operations decrease 48%. Wellington North 

Power received a total of $214,223.54 for CDM programs from OPA. A total of 

$170,197 unused OPA payment portion is moved to Balance Sheet. The 

breakdowns for used amount are $38,040.16 for Direct Install, $2,686.09 for 

Refrigerator Round Up and $3,300.79 for ERIP. Water / Sewer portion is $90,898. 

Please see the table below: 
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4380 – Expenses from Non-Utility Operations decrease 52%. In 2010, there were not 

as many customers who participated in the CDM programs compared to 2009. Also, 

Wellington North Power was waiting for further instructions about the CDM targets.  

A total of $44,027.04 was spent to fund OPA programs. An unused portion of 

$170,197 is moved to Balance Sheet. The total amount for Water / Sewer expense is 

$78,240. Please see the table below 

 
 

4390 – Miscellaneous Non Operating Income decreased by 102%. Only one 

payment of $150 was received due to the sale of scraped inventory.  

 

 

 

Details for 2011: 

4082 – Retail Services Revenues decrease 12%. There were 3 new retailers added 

in 2010 and service agreement charge was $100/retailer. There was no new retailer 

added in 2011.  

 

4084 – Service Transaction Requests Revenues drop 29%. Retailers’ promotions 

decreased and fewer customers signed contracts with them in 2011. As a result, less 

enrolment, less change bill option and more drop request and acceptance were 

received by LDC.  
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4325 – Other Electric Revenues increase 1328%. WNP billed $30,994.36 to a local 

cable company for Hydro Pole make-ready to convert their infrastructure from older 

coax to dark fiber. 

 

4330 – Costs and Expenses of Merchandising and Jobbing increase 2755%. The 

main reason is due to the total of $25,762.50 was spent for a local cable company 

project. 

 

4225 – Late Payment Charges increase 25%. Wellington North Power feels that the 

increase in late payment charges is mainly due to the economic downturn.  An 

increasing number of customers were late in meeting due dates for electricity bills. 

 

4235 – Miscellaneous Service Revenues decrease 22%. Customers on a Payment 

Arrangement Plan affect timeliness of payments and impact cash-flow.  Inability to 

apply a collection trip charges for customers on a Payment Arrangement Plan. 

Please see the table below: 
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4380 – Expenses from Non-Utility Operations reduce 12%.  A total of $34,742.53 

was spent to fund OPA programs.  The unused portion of $149,907 is moved to 

Balance Sheet.  The delay in the start of the programs impacted the utility’s ability to 

begin customer conservation initiatives before August of 2011.  The total amount for 

Water / Sewer expense is $101,789.  

 

 
 

4390 – Miscellaneous Non-Operating Income increase 487%.  In the Table below, 

the total amount of revenue in 2011 was $880.06 received for the sale of scrapped, 

as opposed to the sale of scrap in 2010 of $150: 

 
 

4405 – Interest & Dividend Income increase 43%.  The main reason is reflected in 
the increased interest paid by the Bank in 2011 over 2010.  This was the result of an 
increase in rage monthly balance.   A total of $7,457.41 reflects the interest earned 
from the bank. Please see the table below: 
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Fixed Asset Continuity Schedules 
58. Reference: WNP COS Filing Requirement Ch 2 Appendices June 12, App 2B 

Smart Meter Model v. 2 June 12 

Board staff notes that the opening balance of fixed assets in 2011 exceeds the closing 
balance in 2010 by $980,342. This variance is related to entries that appear to be smart 
meter-related. 

a. Please confirm that WNP is requesting approval for its smart meter cost for 
2012, and that 2011 should be unaffected. 

b. Please remove smart meter costs from the 2011 continuity tables and adjust 
the 2012 opening balances to reflect smart meter fixed assets and depreciation 
as at year end 2011 as they appear in WNP’s smart meter model. 

 
 
Wellington North Power Inc. - Response:
 

  

a) WNP confirms that as part of its 2012 Cost of Service rate application, it is 

requesting approval for its Smart Meter costs for 2012 and therefore 2011 should 

be unaffected.  The LDC is seeking approval to include Smart Meter costs (Smart 

Meters, Smart Meter Hardware and Smart Meter Software) in its 2012 rate base. 

 

b) As requested, WNP has removed Smart Meter costs from the 2011 Continuity 

schedules and adjusted the 2012 Opening Balances to reflect Smart Meter Fixed 

Assets and Depreciation as at year end 2011 as reflected in WNP’s Smart Meter 

Model (version 2.17). 

 

The table below summarises the 2011 Continuity Schedule where Smart Meter 

costs have been removed as instructed: 
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The table below summarises the 2012 Continuity Schedule where Smart Meter 

costs have been included in the 2012 Opening Balances as instructed: 

 

 
 

The table below summarises the costs and depreciation solely for Smart Meters 

and Smart Meter Hard/Software that have been included in 2012 Continuity 

Schedule.  These values reconcile to WNP’s Smart Meter model (Version 2.17). 

 

 
 
WNP has updated both the Continuity Schedules and Depreciation Expenses and 

uploaded this information on the RESS site with the file name below: 
Filename: WNP_COS_Filing_Reqt_Chp2_Appendices_July12) 

 

WNP wishes to express the following points regarding Fixed Asset Continuity Schedules 

and Depreciation Expenses to Board Staff and Intervenors: 

• WNP filed its 2012 Cost of Service rate application was filed using MIFRS, as 

directed by the Board, with the intention of transitioning to Modified IFRS from 

January 1, 2012; 

• Between filing its application, there have been communication updates from the 

OEB and the Accounting Standards Board (AcSB) regarding the transition to 

IFRS for regulated entities / utilities.  As a result of these updates, WNP has 

decided to defer its transition to IFRS  
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• WNP amended its deprecation periods with effect from January 1, 2012 with the 

LDC adopting the deprecation periods for its assets as illustrated in table 2-15 of 

Exhibit 2, Tab 3, Schedule 1 of the WNP 2012 Cost of Service rate application.   

 
• In its application, WNP has calculated the PP&E adjustment which solely reflects 

a change in depreciation rates which took effect January 1, 2012 since there are 

no other capitalization policy changes.  The PP&E adjustment has been reflected 

by WNP as a reduction to the 2012 Amortization Expense which directly reduces 

the Revenue Requirement.  

 

• WNP is not clear on the reason for adjusting 2011 which results in a reduction to 

the Revenue Requirement but has followed the instructions of the Board.  If it is 

determined in the future that this reduction to Revenue Requirement should not 

have taken place WNP would like the Board to approve the recovery of any 

dispositions related to this issue. 

 

• WNP would like to confirm that its revenue requirement and revenue deficiency 

for 2012 Test Year is based upon the following dynamics: 

o Removing 2011 Smart Meter costs and Smart Meter Hard/Software costs 

from 2011 Continuity Schedules (as per request from Board Staff in 

Supplemental IR #58); 

This information is contained in the worksheet “App.2-B Fxd Asst Con 2011-

CGAAP” of file “WNP_COS_Filing-Reqt_Chp_Appendices_July12” that has been 

uploaded on the OEB’s RESS site. 
 

o Adjusting the Opening Balances of the 2012 Continuity Schedules to include 

Smart Meter costs and Smart Meter Hard/Software costs as reflected in 

WNP’s Smart Meter model (version 2.17) that has been filed with the OEB 

(as per request from Board Staff in Supplemental IR #58) 

This information is contained in the worksheet “App.2-B FA Cont 2012 Kinectric” 

of file “WNP_COS_Filing-Reqt_Chp_Appendices_July12” that has been uploaded 

on the OEB’s RESS site. 
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o 2011 Depreciation Expenses are based upon the depreciation rates that were 

applied in 2010 (as per Energy Probe Supplemental IR #10 b).   

This information is contained in the worksheets “App.2-B Fxd Asst Con 2011-

CGAAP” and “App.2-M Depn Exp 2011 Not Kinec” of file “WNP_COS_Filing-

Reqt_Chp_Appendices_July12” that has been uploaded on the OEB’s RESS 

site. 

 

o 2012 Depreciation Expense are based upon the depreciation rates that were 

adopted by WNP in January 2012 (as illustrated in table 2-15 of Exhibit 2, 

Tab 3, Schedule 1 of the WNP 2012 Cost of Service rate application and as 

per Energy Probe Supplemental IR #10 b). 

This information is contained in the worksheets “App.2-B FA Cont 2012 

Kinectric” and “App.2-M Depn Exp 2012 Kinectric” of file “WNP_COS_Filing-

Reqt_Chp_Appendices_July12” that has been uploaded on the OEB’s RESS 

site. 

 

 

WNP would also like to highlight to Board Staff and Intervenors that for Account 1820 – 

Distribution Station Equipment in worksheets “App.2-B Fxd Asst Con 2011-CGAAP” and 

“App.2-M Depn Exp 2011 Not Kinec” of file “WNP_COS_Filing-Reqt_Chp_Appendices_July12” 

that has been uploaded on the OEB’s RESS site, there is a depreciation expense credit 

value of $144, 722.  

 

As shown in the table on the following page , when converting to a new financial system, 

Wellington North Power Inc. reallocated some accumulated depreciation accounts to 

reflect changes that had been made to the General Ledger Accounts.  Prior to 1999, 

both Arthur and Mount Forest PUCs had Sub-Transmission accounts 1730.  The 

allocation of accumulated depreciation was to Accounts 2105.1.25, 2105.01.26, 2105.07 

and 2105.01.56  
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When merging the two utilities these assets were moved from (Transmission Plant) 
Account 1730 Overhead Conductors and Devices to (Distribution Plant) 1830 
Overhead Conductors and Devices.  However, that accumulated depreciation 

accounts were never changed, until the conversion to the new financial software. 

 

 
 

The worksheets “App.2-B Fxd Asst Con 2011-CGAAP” and “App.2-M Depn Exp 2011 Not 

Kinec” of file “WNP_COS_Filing-Reqt_Chp_Appendices_July12” below reflects the above 

reallocation for Accumulated Depreciation in General Ledger Accounts to correct the 

accumulated depreciation overstated for Sub-stations by ($171,025.04) + $26,302.86 = 

($144,722.18). 
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Capital Budget 
 

59. Reference: Board staff IRR #8 
Exhibit 2, Tab 5, Schedule 5, Table 2-56 

Board staff IR #8 asks for capital expenditures by category both in amounts spent and 
proportion of total annual spending, using WNP’s capital project categories provided in 
Exhibit 2, Tab 5, Schedule 5. WNP has responded that it is unable to provide the 
information prior to 2011. 

a. Please list the capital budget categories that were in use prior to 2011. 

b. How did WNP identify projects in its capital budget that were undertaken in 
response to customer requests for new or upgraded service prior to 2011? 

c. Are there employees at WNP who do have the experience to assess prior 
years’ projects to determine which are customer driven? Using input from other 
staff, is WNP able to provide a response to part a) of Board staff IR #8 as 
requested, using current capital budget categories? 

d. If WNP is unable to provide the information requested on the basis of the 
current categories, can this information be provided for 2008 to 2012 using the 
categories in use prior to 2011? If so, please provide.  Please also identify the 
projects for which a capital contribution was required, and the amount of the 
capital contribution. 
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Wellington North Power Inc. - Response:
 

  

a. Prior to 2011, WNP used the following ranking system to assist with prioritisation, 

with a rating of 1 being the highest priority: 

 
Ranking Criteria 

1 Critical projects that require attention that ensure a safe and reliable 
distribution system 
 

2 Projects that: 
• Ensure compliance with Codes (i.e. ESA, Health & Safety, Distribution 

Code, Retail Settlement Code, Standards of Service Code); 
• Provide safe and secure working conditions for WNP employees; 
• Enable improvements to provide and maintain a safe, reliable, cost-

effective and efficient distribution system; 
• Are necessary to fulfill customer requirements and expectations 

 
3 Projects that could be executed to take advantage of conditions or 

opportunities (e.g. opportunities to replace poles along a street if they require 
replacing (age / condition) and the street is temporarily closed for other repair 
work) 
 

4 Projects that could be included subject to the LDC’s budgets, resources, 
timing and conditions (i.e. weather) 
 

 
It should be noted that the above are the opinions of WNP and other parties may 

have alternative views to those expressed by the LDC. 

 

b. New or upgraded service initiatives were, and still are, raised by the Manager of 

Operations at the monthly Operations Committee meetings held at WNP.  These 

initiatives are collectively reviewed by the Manager of Operations, the President 

and CEO and two of Board of Directors, which makes up the Operations 

Committee. 
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c. As instructed, WNP has attempted to use the 2011/2012 Capital Budget 

Categories and applied them to the capital projects that were completed between 

the years of 2008 to 2011.  The tables below summarize the capital amount 

spent in each year (except 2012 which is a forecast) and a count of the number 

of categorized projects each year. 

It should be noted that this is the opinion of WNP and other parties may have 

alternative views to those expressed by the LDC. 

 
A copy of these above tables and the Capital Projects for each year has been 

uploaded onto the OEB’s RESS site under the following filename: 

(Filename: WellingtonNorth_SUppIR_Responses_Appendix_July12) 

 

d. As WNP has responded to part (c), there is no requirement to respond to part (d) 
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60. Reference: Board staff IRR #11 
Exhibit 2, Tab 5, Schedule 6, 2012 capital projects 
 

WNP’s response to Board staff IR #11 states that item #2012-008 will extend the 44kV 
line to connect a proposed new subdivision. Exhibit 2, Tab 5, Schedule 6 describes this 
project as a new service for an OPP building in Mount Forest. 

a. Please clarify the description of project #2012-008. 

b. Please provide a description of the project to connect a new subdivision and 
the proposed capital budget. 

c. Does WNP propose to undertake both of these projects in 2012? If so, please 
update the 2012 capital budget accordingly. 

 
 
Wellington North Power Inc. - Response:
 

  

a. In its application in Exhibit 2, Tab 5, Schedule 6 item #2012-008 was correctly titled 

Murphy Property with the correct estimated cost of $215,087; however the 

descriptive text was incorrect.  (The text refers to the OPP’s forensic building and this 

relates to a 2011 Capital Project which was described in Exhibit 2, Tab 5 Schedule 5 

under project #2011-010.  This OPP capital project was completed in 2011 with an 

estimated cost of $18,619 an actual spend of $21,602 – as per column ‘H’, 

worksheet “App.2-A_Cap Projects 2011 IFRS” of the 

“WellingtonNorth_IRR_COS_Filing_Reqt_Chp2_Appendices_2012_June12” spreadsheet 

that was uploaded on the RESS site in June 2012 in response to Board Staff IR #9.) 

 

In its application in Exhibit 2, Tab 5, Schedule 6 the text under item #2012-008 

Project 2012-008 should have read: 

“This project is scoped to expand Wellington North Power Inc.’s 44kV distribution 
system to connect a proposed new subdivision (residential/commercial) 
commonly referred to as the “Murphy property” as well as extend the company’s 
distribution system to its southern-most boundary in Mount Forest for future 
growth.” 
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b. Project 2012-008 is the first of a portfolio of capital projects planned to extend 

Wellington North Power Inc.’s distribution system to the southern-most boundary of 

its licensed service area.  The 2012 project would see WNP’s 44kV circuit extended 

south in Mount Forest across the Saugeen River.  The 2012 capital budget as 

proposed for this project is $215,087; however, the portfolio represents a planned 

expenditure of $1.2 million between 2012 and 2016. 

This project will expand the distribution system to allow Wellington North Power Inc. 

to service the proposed “Murphy property”.  It is expected that the developer of the 

“Murphy property” will provide a capital contribution; however, the amount of this 

capital contribution cannot be estimated until an initial economic evaluation can be 

performed.  At this time, the developer has not provided Wellington North Power Inc. 

with subdivision (residential / commercial) drawings or other development plans, 

necessary inputs in the creation of a system expansion construction estimate.  The 

capital budget of $1.2 million provided for this portfolio has assumed that a capital 

contribution will be provided by the developer. 

 

c. As per response to part (a) above, the Capital Project referring to the OPP Forensic 

building was completed in 2011 and is not a 2012 capital project.  As per response to 

Board Staff IR #11, Capital Project #2012-008 is an anticipated capital project to 

extend the 44kV line to connect to a proposed new subdivision 

(residential/commercial).  At the time of filing its application and to date, the LDC has 

not yet been provided with subdivision (residential / commercial) drawings or other 

development plans.  Therefore WNP is unable to conduct an initial economic 

evaluation to assess the value of the contributed capital. 

At time of filing 2012 Cost of Service application, planners at the Township of 

Wellington North suggested this development would be moving forward in 2012.  If 

this project does not occur in 2012, Wellington North Power Inc. will move other 

capital projects from future years to 2012. 
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61. Reference: Board staff IRR #11 

Exhibit 2, Tab 5, Schedule 6, 2012 capital projects 
Appendix – Sheets H1-H4 

WNP’s response to Board staff IR #11 states that at the time of filing the application, 
WNP had been unable to conduct an economic evaluation to assess the value of 
contributed capital. 

a. Please provide WNP’s policy related to capital contributions. 

b. Under this policy, which 2012 projects would be required to provide capital 
contributions? 

c. Please provide an estimate of capital contributions for 2012. 

 
 
Wellington North Power Inc. - Response:
 

  

a. Wellington North Power Inc. has the following policy statements with respect to 

capital contributions.  The company discusses the need for capital contributions 

within its “Conditions of Service”, which references the Distribution System Code, as 

well as WNP’s Variable Connection Fee Document. 

 

Excerpt from Wellington North Power Inc.’s Conditions of Service – General 1.1.1.: 
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Excerpt from Distribution System Code – Section 3.1.4.: 

 
 

Excerpt from Distribution System Code – Section 3.2: 

 
 

Wellington North Power Inc. Variable Connection Fees: 
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In addition, Wellington North Power Inc. recognizes the advantage of a clear policy 

statement with regards to capital contributions and wishes to thank the Board staff 

for bringing this to WNP’s attention.  WNP has produced the following policy 

statement on a go forward basis. 
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The following table is a listing of the 2012 capital budget projects complete with an 

indication of where capital contributions may be expected for each project: 

 
 

b. To date in 2012, Wellington North Power Inc. has not received any capital 

contributions.  At this time, WNP continue to forecast no capital contributions will 

be received in 2012. 
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62. Reference: Board staff IRR #12 
Exhibit 2, Tab 5, Schedule 6, 2012 capital projects 
VECC IR #1 

WNP has retained BM Ross to conduct a feasibility study to improve and increase staff 
workspace, create an accessible front entrance and enhance the customer service area. 
BM Ross’s proposal is dated March 22, 2012 and the Board of Director’s approval for 
selection of the candidate to conduct the feasibility study is dated April 24, 2012. WNP’s 
capital budget includes $306,000 for renovation projects related to this study. In part c) 
of Board staff IRR #12, WNP states that it is not proposing to complete the renovations 
in one year and that further expenditures are projected for 2013. In response to VECC 
IR #1, WNP states that the forecast is subject to the recommendations of engineers and 
architects, as well as approval of WNP’s rate application request. 

a. What is the status of BM Ross’ feasibility study? Specifically, has WNP 
received the final report as described in page 3 of the BM Ross proposal? 

b. Please provide an update of the cost, timing and scope of renovations 
proposed. Does WNP still propose to undertake projects 2012-012, -013 and -
014 as proposed in its evidence in 2012? 

c. What further renovations and expenses are proposed in 2013, as stated in the 
response to VECC IR #1? 

 
 
Wellington North Power Inc. - Response:
 

  

a. The BM Ross feasibility study is on-going with a final report expected in October 

2012.  The final report has not been received. 

b. A detailed cost, timing and scope for the renovation project is pending the final report 

from BM Ross.  The preliminary assessment from BM Ross suggests the renovation 

project budget may exceed the amount proposed in the forecast capital budget, 

however, until a final report is received from BM Ross this cannot be confirmed.  It is 

estimated that design work for a renovation or new build project will be scheduled for 

2013 with construction activities occurring in 2014. 

Projects 2012-012, -013 and -014 will not be fully completed in 2012 although capital 

spending on the renovation projects will occur.  This will include the cost of the 
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renovation feasibility study, the cost to repair water damaged roof and any items 

identified in the BM Ross’ final report as critical safety issues where immediate 

resolution is recommended.  These projects will be immediately undertaken to 

eliminate these potential workplace hazards. 

 

c. The table below summarizes the amounts that Wellington North Power Inc. has 

spent on building renovations between the years of 2008 and 2011, together with the 

forecast for 2012 Test Year and 2013: 

 
 

It is important to note that Wellington North Power Inc. owns and maintains four 

buildings; three buildings at the main site in Mount Forest and one building in Arthur. 

 

It should be noted that the proposed forecast for the 2012 Test Year and 2013 is: 

• A forecast view; 

• Subject to recommendations contained within BM Ross’ final report. 

• Subject to approval of WNP’s rate application request in order to finance some / 

all of the required renovations capital spend in conjunction with debt from a bank 

or other financial institution. 
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The table below illustrates the items that WNP has spent between 2008 and 2011 on 

building renovations, together with forecasted amounts for the years of 2012 and 

2013: 
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Operating Costs 

 

63. Reference: Board staff IRR #19 
Employee Working Agreements 2008-10 and 2011-13 

WNP has provided detail of its compensation expense from 2008-2012 in terms of 
number of employees, total compensation, average compensation and rate of change 
year over year. WNP has also provided its employee agreements applicable to this 
period, outlining employment conditions and compensation rates. Board staff notes that 
increases mandated for all staff were 4% in 2009 and 3% for each year thereafter. Board 
staff also notes considerable variability in average compensation rates, particularly in the 
management and non union categories.  

a. Please provide a detailed variance explanation for average compensation 
changes between years for management and non union staff. 

 
 
Wellington North Power Inc. - Response:
 

  

a. In its interrogatory response to Board Staff IR #19 Wellington North Power Inc. used 

the employee description of Executive, Management and “Non-Union”.  A more 

accurate description of WNPI’s workforce would be Board of Directors, Management 

and “Non-Management” positions.  Wellington North Power is a non-unionized 

company. 

 

Compensation variance for 2008 - 2009 

 

As requested, the table above compares the number of employees and the total 

compensation variance for Management and Non-Management staff.  
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The number of company employees in 2008 and 2009 remained unchanged.  The 

total compensation variance between 2008 and 2009 for Management was 3.8%.  

The increase is related to salary negotiations, between the employees and the 

Organization and Personnel Committee, which is made up of two members of the 

Board of Directors and the CEO.  Once an agreeable settlement has been reached, 

the Committee submits a recommendation to the Board of Directors for approval.  

Both Managment and Non-Management employees negotiate, wage and benefit 

increases.  In 2009 there was no change in employee benefits. 

For Non-Management employees, the increase in compensation costs was 11.3%.  

There was a 4% increase in wages for Non-Management staff to bring them to a 

rate comparable to neighbouring LDCs.  If Wellington North Power does not remain 

compatible in the wages it pays to employees, they leave to work for other utilities.  

In addition the company implement a new NorthStar CIS system in 2009.  

Throughout the training, installation and conversion process, two full-time Customer 

Service employees worked with the CIS vendor, during regular business hours to 

input customer data and test the system, including parallel billing with the old 

system and the new one, ensuring calcualtions for customer accounts were the 

same.  The process took two months to complete.  During the conversion period, 

after regular business hours, overtime was required to complete their regular daily 

duties, to ensure the customer care, and billing were kept current. Wellington North 

Power’s part-time employee also worked, throughout this time period, to ensure 

customer service was maintained. 



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

WNP response to Board Staff Supplemental Interrogatories 
Page 44 of 85 

 
Compensation variance 2009 - 2010 

 

The table above compares the number of employees and the total compensation 

variance for Management and Non-Management staff.   

In 2010 the compensation of Management as 19.72%.  There was a 3% increase in 

wages and Wellington North Power creating an additional operations management 

position for an Engineering Technican to assist the Manager of Operations, with 

distribution system connections, GIS mapping, Asset Manaagment and project 

layouts and drawings.  In the absence of the Manager of Operations, this employee 

would also be responsible for supervising the line crew.  The employee started in 

the position May 31, 2010.  As a result the number of Management employees in 

2010, was increase by .6 percent to reflect the last seven months of the year. 

In December, of 2010 the Regulatory/Finance employee resigned because of 

workload.  At the time the company was trying to hire a certified finance person to 

reduce the workload and overtime for the regulatory/finance position.  However, the 

employee had another job offer and chose to resign, effective the third week of 

January 2011.  A replacement finance person was hired in December of 2010 and 

had some initial training provided by the departing employee.  The additional 

employee for the month of December, resulted in the Management employee count 

was increase by 0.1 percent. 

The Non-Management compensation variance between the years of 2009 and 2010 

was -2.53%.  The number of employees remain the same in 2010 as in 2009.  

Although there was a wage increase of 3%, the reduction in compensation was 

attributed to not having the CIS system implementation, training and testing, which 

also reduce the hours of the part-time employee for 2010. 
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Compensation variance 2010 - 2011 

 

The table above compares the number of employees and the total compensation 

variance for Management and Non-Management staff between 2010 and 2011. 

The increase in Management compensation for 2011 versus 2010 was 41.25%.  

This was the result of hiring a CA for the finance position in December of 2010 and 

a Regulatory Compliance Analyst in February of 2011.  The retiremement of the 

Operations Manager after thirty-five years of service and the hiring of a new 

Manager of Operations.  There was a three month overlap between the retirement 

of the Opeations Manager and the starting of the new Manager of Operation, in 

order to familarizing the new manager with the distribution system and organization 

and to initiate knowledge transfer.  Further expense was incurred as a result of the 

overtime for the Regulatory Compliance Analyst in preparing the 2012 Cost of 

Service Rate Application.  There was addition cost for the Financial Analyst, in 

preparing and setting up the new financial system, required for the transition to the 

International Financial Reporting Standards.  The conversion to Great Plains 

required re-mapping and formating the general ledger accounts, setting up a 

CGAAP chart of accounts and an IFRS chart of accounts. 

The Non-Management variance in compensation for 2011 versus 2010 was 

36.25%.  The number of employees increased from 7.5 to 8.5.  Wellington North 

Power hired an additional staff member to focus on the MDM/R implementation, 

testing, and cut-over to production.   Additional overtime was required for training 

and implementation of the MDM/R module, within  Wellington North Power’s CIS 

system.  All of the metering and billing business processes had to be revised and 

tested in the sandbox environment, before the company could certify readiness, to 

cut-over to the MDM/R production system at the IESO. 
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Once cut-over was acheived, after regular business hours, customer service began 

testing Time of Use rates with customer usage in the CIS test environment.  This 

required shadow billing, which has the test system producing bills using meter data 

hourly consumption with Time-of-Use rates and the live system producing regular 

RPP bills using previous meter readings and current meter readings.  The two bills 

are then compared to ensure the consumption for the time period is the same, but 

the Time of Use buckets are at the correct rate for the Off-Peak, On-Peak and Mid-

Peak time bands. 

The increase in costs for 2011 over 2010 can also be seen as a result of the 

Finance Assistant training on the new financial system and completing all of the 

data input and testing to ensure everything was reconciled with the old system, after 

regular business hours.  There were a number of related modules to be tested, 

during the conversion, including inventory, job cost, asset module and payroll.  All of 

these modules required reports to be configured to ensure our data transfer from 

one system to another was seamless. 
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64. Reference: Board staff IRR #20 
Market Salary Report September 2008 

The referenced report calculates 3% increases for each year on top of the adjustment to 
bring WNP to market rates. 

a. How was the 3% increase determined? 

b. Did WNP instruct Barcon Consulting to apply a 3% increase to the adjusted 
rates? 

c. The 2008 market salary report recommends a review of on call procedures 
prior to making any adjustments to rates. Adjustments to these rates appear to 
have been made in the subsequent report. Did WNP conduct this review? If 
not, who did? What changes were made to on call procedures as a result? 

 
 
Wellington North Power Inc. - Response:
 

  

a. The 3% increased was determined after a negotiation process with staff and the 

Organization and Personnel Committee, which consists of two, Board of Directors, 

the CEO and employee representatives. The employees investigate the wage 

increases and / or settlements reached by neighbouring LDCs and their employees.   
 

Once a reasonable settlement is reached with the employees, the Committee takes a 

recommendation to the Board of Directors for approval.  In order to attract and 

maintain qualified employees, Wellington North Power feels it must ensure it is 

paying workers at competitive rate.  

 

b. At the end of the Employee Working Agreement period, which could be one, two or 

three years, Barcon Consulting reviews the document, to ensure current labour laws 

are complained with.  The consultant does not suggest the rate increases, but 

instead is supplied with the resolution and final decision of the Board of Directors.  

The Employee Working Agreement is then updated to reflect the negotiated 

settlement and signed by the employees. 



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

WNP response to Board Staff Supplemental Interrogatories 
Page 48 of 85 

 
 

c. Wellington North Power did conduct a review of the on-call procedures, as 

recommended in the Barcon Consulting September 2, 2008 Report to the Board of 

Directors. (Page 2 of the Report last paragraph) 

 
The change in procedures, are set out below in the Board of Director’s resolution and 

approval, dated November 29, 2008:  
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Cost of Capital 

65. Reference: Board staff IRR #24 
WNP IR responses Appendix, Sheet I2 

The continuity table provided for the Twp of Wellington North loan does not include 2012 
payments. 

a. Please provide a revised continuity table for the Twp of Wellington North loan 
that includes 2012 payments. 

 
 
 
Wellington North Power Inc. - Response:
 

  

a. As requested, WNP has updated the continuity table for the Township of 

Wellington North loan to include 2012 payments made to date. 

 

A copy of the data has been uploaded on to the OEB’s RESS site with the file 

name below: 
(Filename: WellingtonNorth_SuppIR_Responses_Appendix_July12)  
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Smart Meter Cost Recovery 
 

66. Reference: Board staff IRR #28 
Exhibit 10, Tab 1, Schedule 3, Table 10-6 

WNP’s response to Board staff IR #28 indicates that it installed smart meters in 2007 
and 2008 for new construction connections and meters requiring reverification.  

a. Were the meters installed in 2007 and 2008 the same meter types as those 
installed following the approved procurement process? 

b. Were any of these meters subsequently replaced to be consistent with the 
meter types installed in WNP’s smart meter program from August 2008 
onward? 

c. If these meters were replaced, are they included in the stranded meter 
account? If so, what is the net book value of these meters? 

 
 
Wellington North Power Inc. - Response:
 

  

a. The meters installed by Wellington North Power in 2007 and 2008 were 

Elster meters.  As a result of the Fairness Commissioner, approving the 

company’s move to its second vendor Elster, during the approved 

procurement process the meters are the same. 

 

b. No the meters were not replaced, as WNP’s AMI system is Elster. 

 

c. No the meters from 2007 and 2008 were not replaced, nor are they included 

in the stranded meter account. 
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67. Reference: Board staff IRR #37 

Board staff IR #37 indicates that the Board has determined that it is preferable to 
calculate SMFA revenues based on actual revenues collected from each rate class. 
WNP’s response indicates that it has the information but that it is not readily available at 
the time of responding to this question. 

a. Please recalculate the SMDA to reflect actual SMFA revenues billed by rate 
class. 

 
 
 
 
 
Wellington North Power Inc. - Response:
 

  

a. The table below summarises the annual actual revenues collected using the Smart 

Meter Rate Adder for each rate class: 

 

 
 

When comparing the table above to the Smart Meter model (v2.17) that was filed by 

the WNP in its’ application, there is a variance of $7.10 (i.e. the figures collated from 

the LDC’s billing statistics, by rate class, is $7.10 lower than the General Ledger 

Journal Entry revenues.  The General Ledger Journal Entry amounts were inputted 

into the Smart Meter model). 
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The table below illustrates how WNP has recalculated the Smart Meter Disposition 

Rider.  This method applies the Board’s preference of calculating the SMFA revenues 

per class on the basis of the revenues collected from the separate classes, with General 

Service 50 – 999 kW and General Service 1000 – 4999 kW revenues being divided 

evenly between the Residential and General Service <50 kW classes: 

 

 
 

The steps taken in creating the above table are: 

a. “Total Revenue Collected” is the revenue collected from the Smart Meter Rate 
Adder derived from the billing statistics as illustrated in the table on the previous 
page.  “Other classes” is aggregation of General Service 50 – 999 kW and 
General Service 1000 – 4999 kW revenues; 

b. “Allocation of Other Classes’ Revenue” is the allocation of the “Other Classes” 
evenly divided between Residential and General Service <50kW; 

c. “Allocation of Variance” – as mentioned on the previous page, there is a variance 
of $7.10 between billing statistics and General Ledger Journal Entry values.  This 
$7.10 variance has been included so that the Total Revenue collected reconciled 
to the Smart Meter Model (version 2.17 – worksheet 8. Funding_Adder_Revs).  
This amount has been evenly allocated to both rate classes; 

d. “Total Revenue” is the summation of the values of a + b + c.   
The total of $272,244.14 reconciles to the value shown in cell K109 of the Smart 
Meter Model (version 2.17 – worksheet 8. Funding_Adder_Revs); 

e. “Ratios” is the percentage of each class’s Smart Meter Revenue when compared 

to the Total Smart Metter Revenue of $272,244.14; 
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f. “Interest” – as per the Smart Meter Model (version 2.17) worksheet 8. 

Funding_Adder_Revs, cell M109, the total Interest is $9,072.08. 
WNP has used the ratios (explained above in e) to allocate the Interest between 
the two rate classes; 

g. “Total Smart Meter Rate Adder Revenues” is the addition of:  
(d) Total Revenue Allocated + (f) Interest 

h. “Carrying Charges” has been taken from the Smart Meter Model (version 2.17) – 
worksheet 9. SMFA_SMDR_SMIRR, cells G32:Q32.  This is the Interest on 
Deferral and Forecasted OM&A and Amortization Expense. 
WNP has used the ratios (explained above in e) to allocate the Carrying charges 
across both rate classes. 

 
Using the above steps, the table below shows the updated values of Smart Meter Rate 
Adder Revenues between the two classes (shaded cells represent the updated values): 
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The effect of applying this approach compared to (i) WNP’s Cost of Service Application 
and (ii) subsequent revisions during Interrogatories in June 2012 are shown in the table 
below:  

 
 

Note: As per WNP’s Cost of Service Application, the LDC is seeking recovery 

over four

 

 years.  

The bill impact of applying the revised Smart Meter Disposition Rider for the Residential 

rate class is shown below and reduces the overall bill impact from 17.06% to 16.79%: 
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The bill impact of applying the revised Smart Meter Disposition Rider for the 

General Service <50kW rate class is shown below and increases

 

 the overall bill 

impact from 11.18% to 11.89%: 

 
 

WNP has provided a copy of the data in the above tables data in an excel spreadsheet.  

This has been uploaded on to the OEB’s RESS site with the file name below: 
(Filename: WellingtonNorth_SuppIR_Responses_Appendix_July12)  
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GEA Plan 
 
68. Reference:  Board staff IRR 41 

Board staff IRR 42 
 

a. Are the activities associated with the connection of renewable generation 
contained in WNP’s current 8-year capital plan strictly driven by works related 
to WNP’s distribution system? 

b. Keeping in mind the Framework for Determining Direct Benefits, would you 
characterize the activities associated with the connection of renewable 
generation as strictly benefitting WNP’s ratepayers? 

c. Please provide an explanation for the above determination. 
d. If warranted, please complete the answer to Board staff IRR 41(e). 

 
 
 
Wellington North Power Inc. - Response:
 

  

a. Activities associated with the connection of renewable generation are not explicitly 

contained within WNP’s current 8-year plan as these GEA activities are driven by 

works related to WNP’s distribution system asset management program. 

 

The projects contained in the 8-year capital plan include activities such as 

increasing system capacity by installing conductor with greater current carrying 

capacity as conductor assets are replaced.  The new conductor with its increased 

current carrying capacity is beneficial for WNP’s customers who want to connect 

renewable generation; however, it also satisfies the company’s objective of 

replacing aged assets with standardized material built to modern-day construction 

standards. 

 

b. Within the Framework for Determining Direct Benefits the GEA related work 

contained within the 8-year capital plan would qualify as “renewable enabling 

improvements”.  These costs are the distributor responsibility and these 

improvements are just a normal consideration when designing projects at 

Wellington North Power Inc. 
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These system improvements benefit WNP’s ratepayer by increasing system safety 

and reliability installing standardized material built to modern-day construction 

standards, as well, reducing overall line loss experienced on WNP’s system.  The 

last benefit to come from renewable enabling improvements is that these activities 

facilitate future green-energy, generation project investment within WNP’s service 

area.  This has an overall positive impact on the local green economy. 

 

c. These projects have been identified as “renewable enabling improvements” 

because the main objective in project execution is to improve safety and reliability 

by replacing aged assets in a proactive manner.  A side-benefit these projects also 

improve the distribution system’s current carrying capacity, which would enable 

renewable generation to connect more readily. 

 

Wellington North Power Inc. considers the upgrading required to support future 

connection of renewable generation when creating its capital plan.  These 

improvements, however, are “renewable enabling improvements” and achieved 

through the normal course of asset replacement at Wellington North Power Inc. 

 

As stated above, these system improvements benefit WNP’s ratepayer by 

increasing system safety and reliability installing standardized material built to 

modern-day construction standards, as well, reducing overall line loss experienced 

on WNP’s system.  The last benefit to come from renewable enabling 

improvements is that these activities facilitate future green-energy, generation 

project investment within WNP’s service area.  This has an overall positive impact 

on the local green economy. 
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d. Activities associated with the connection of renewable generation are not explicitly 

contained within WNP’s current 8-year plan as these GEA activities are driven by 

works related to WNP’s distribution system asset management program. 

 

However, if a large-scale FIT generation project was planned for Wellington North 

Power Inc.’s service area a connection impact assessment would be completed 

which would identify specific connection costs, expansion costs and renewable 

enabling improvements that would be required prior to connection of the generation 

project.  As no large-scale FIT generation project has completed a connect impact 

assessment study at present the OMA and capital costs related to such a project 

cannot be estimated. 
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69. Reference:  Board staff IRR 42d) 
 

a. Are the expenditures in the reference included in the 8-year capital plan? 
b. If yes, do the improvements/ works exclusively benefit WNP’s ratepayers? 
c. If not, would WNP be adopting the 6%-94% provincial benefit ratios outlined in 

the Framework for Determining Direct Benefits? 
d. Please quantify the rate impact of the activities contained in the table in the 

reference. 
 
 
 
 
Wellington North Power Inc. - Response:
 

  

a. Yes, the 8-year capital plan includes the forecast expenditures detailed in Board staff 

IRR 42d).  These expenditures would be included as part of the budget for Projects 

2012-009, 2013-007, 2014-006, 2015-008, 2016-007, and 2017-006, respectively. 

 

b. Yes, the work detailed in Board staff IRR 42d) represent an exclusive benefit to 

WNP’s ratepayer as the execution of these projects result in a local source of clean, 

green, energy. 

These system improvements benefit WNP’s ratepayer by increasing system safety 

and reliability installing standardized material built to modern-day construction 

standards, as well, reducing overall line loss experienced on WNP’s system.  The 

last benefit to come from renewable enabling improvements is that these activities 

facilitate future green-energy, generation project investment within WNP’s service 

area.  This has an overall positive impact on the local green economy. 

 

c. As these expenditures are included in the 8-year capital plan no response is 

provided here.  WNP has 13 MicroFIT generators connected to its distribution 

system and does not currently intend to adopt a provincial benefit ratio.  However, if 

a large scale FIT project in planned in the future, a CIA will be carried out and the 

company would make use of the provincial benefits ratios outlined in the Framework 

for Determination of Direct Benefits. 
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d. The rate impact of renewable enabling improvement (REI) activities was considered 

within the cost of service application previously submitted by Wellington North Power 

Inc.  These costs were previously forecast within the capital budgets as presented 

within the original submission.  These costs would be within projects referenced 

2012-009, 2013-007, 2014-006, 2015-008, 2016-007, and 2017-006. 

 

Below, Wellington North Power Inc. has quantified the rate impact of these REI 

activities.  This has been done by dividing the annual forecasted spend by the 

number of the customers the company currently services (forecasted customer 

numbers were used for 2013, 2014, 2015).  As shown below, the annual rate impact 

of these MicroFIT projects is minimal. 

 

 

Forecast 2012 MicroFIT Project Capital Rate Impact 
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Forecast 2013 MicroFIT Project Capital Rate Impact 

 

 
 

Forecast 2014 MicroFIT Project Capital Rate Impact 
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Forecast 2015 MicroFIT Project Capital Rate Impact 

 

 
 

Forecast 2012 FIT Project Capital Rate Impact 

 
The FIT project, when executed, will have a $5.41, one-time, annual rate impact, 

however, as detailed within the Distribution System Code the distributor is to 

contribute to expansion costs up to the renewable energy generation facility’s 

renewable energy expansion cost cap. 
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With regards the FIT project detailed within the table provided in Wellington North 

Power Inc.’s response to Board staff IRR 42 d) a connection impact assessment is 

pending which would in detail identify connection costs, expansion costs and REI 

costs necessary to connect this large-scale generation project. 

 

Connection costs would be the responsibility of the proposed generator. Expansion 

costs would be responsibility of Wellington North Power Inc. up to $90,000/MW of 

installed renewable generation as per the renewable energy generation facility’s 

renewable energy expansion cost cap (DSC 3.25A).  Any expansion costs over and 

above the renewable energy generation facility’s renewable energy expansion cap 

would be the responsibility of the proposed generator.  REI costs would be the 

responsibility of Wellington North Power Inc. 

 

The provided forecast for the FIT project detailed within Wellington North Power Inc. 

response to Board staff IRR 42 d) is for the required REI activities as projected at 

this time.  This estimate is subject to the findings of a connection impact assessment.   
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70. Reference:  Board staff IRR 43a), 43b) 
 
WNP’s answer to Board Staff IR 43(a) and 43(b) suggest that the implementation of the 
GEA plan will result in additional labour requirements, and OM&A expenditures. 
  

a. Please provide a forecast figure for: labour, operations and maintenance, and 
administrative expenses for the 2012 test year. 

 
 
Wellington North Power Inc. - Response:
 

  

a. Wellington North Power Inc. would estimate that the annual OMA costs associated 

with the GEA connections are $12,072, using the calculations illustrated below:. 

 
 

Wellington North Power Inc. would estimate that the annual OMA costs 

associated with the GEA connections are $10,392: 

Labour: 
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Wellington North Power Inc. would estimate that the annual operations costs 

associated with the GEA connections are $1,560: 

Operations: 

 
 

Wellington North Power Inc. would estimate that the annual maintenance costs 

associated with the GEA connections are $1,680: 

Maintenance: 

 
 

Wellington North Power Inc. would estimate that the annual administration costs 

associated with the GEA connections are $8,832: 

Administration: 
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71. Reference:  Board staff IRR 43(c) 
 
WNP indicates in part that it “reserves the right to pursue a Green Energy Act rate-rider 
under a future application, however, at this time, feels it’s in the rate payers’ best interest 
to not apply for this rate rider at this time”. 
 

a. Notwithstanding that the rate rider application may come later, please explain 
why WNP would prefer not to record expenditures associated with the 
connection of renewable generation in the earmarked deferral accounts?  

b. To avoid double counting at a later stage, please outline how is WNP planning 
to separate the GEA plan costs from the overall costs contained within its 8-
year capital plan. 

c. Please complete the response to Board staff IRR 43 (c). 
 
 
Wellington North Power Inc. - Response:
 

  

a. Wellington North Power Inc. is currently tracking costs associated with the 

connection of renewable generation in work-in-progress accounts that will be 

allocated at year-end.  At this time, the deferral accounts will be utilized.  Any non-

incremental costs are allocated to WNP’s OMA accounts.  Incremental costs are 

allocated to the deferral accounts. 

 

b. Wellington North Power Inc. does not plan on pursuing capital costs associated with 

its normal asset replacement activities that support the GEA plan through a GEA 

rate-rider.  These construction activities would be consider renewable enabling 

improvements. 
 

However, if a large-scale FIT generation project was planned for Wellington North 

Power Inc.’s service area a connection impact assessment would be completed 

which would identify specific connection costs, expansion costs and renewable 

enabling improvements that would be required prior to connection of the generation 

project.  At this time, Wellington North Power Inc. may seek to recover GEA plan 

costs under separate application if a large renewable generation project was 

executed within WNP’s service area. 
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c. Wellington North Power Inc. will use the deferral accounts as outlined in the 

Distribution System Plan Filing Requirements to record OM&A and capital expenses 

related to renewable generation and Smart Grid costs. 
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72. Reference:  Board staff IRR 43(d) 
 
WNP states in part that it “charges a fixed rate for connection of MicroFIT generation 
facilities, which off-set costs associated with the connection of generation facilities. Any 
additional cost associated with the connection of MicroFIT generation projects would be 
borne by the collective rate payer”. 

a. Please complete the response to 43(d), include cost recovery for expansions 
and REI works and indicate whether recovery will be from WNP’s or provincial 
ratepayers, and the percentage. 

b. Please indicate the accounting mechanism planned for cost recovery as per 
the accounting provisions in the DSP Filing Requirements.  

 
 
 
Wellington North Power Inc. - Response:
 

  

 
a. Wellington North Power cost recovery for renewable enabling improvements intends 

to recover the cost of this design and construction work from WNP’s ratepayers.  

Expansion and connection costs would be handled as per the Distribution System 

Code. 

 

If a large-size generation project was planned for Wellington North Power Inc.’s 

service area a connection impact assessment would be completed which would 

identify specific connection costs, expansion costs and renewable enabling 

improvements that would be required prior to connection of the generation project.  

At that time the company would be able to determine if there are costs to be 

recovered from provincial ratepayers.  
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b. Wellington North Power Inc. has filed a Basic GEA Plan with the Ontario Power 

Authority.  (A copy of this Basic GEA Plan was included in the LDC’s application in 

Exhibit 2, Tab 9, Schedule 1.) The company will also use the OM&A deferral 

accounts outlined in the DSP Filing Requirements including Account 1531 

(Renewable Generation Connection Capital Deferral Account) and Account 1532 

(Renewable Generation Connection OM&A Deferral Account).  The recovery of 

these costs would be from WNP’s ratepayer. 
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Deferral and Variance Accounts 
 
73. Reference:  Board staff IRR 50 

VECC IRR #26 
EP IRR #35d) 
Exhibit 9, Schedule 5, Table 9-6, page 777 
Exhibit 9, Schedule 5, Table 9-7, page 782 

WNP confirmed in Board staff IR #50 that it is seeking disposition of the costs related to 
IFRS in this application. In addition, WNP has chosen to take the deferral of 
implementation to IFRS to January 1, 2013. WNP also stated that any further 
incremental costs incurred by WNP to date in preparation to transition to IFRS will be 
captured into a sub account of 1508. These costs will be included in a future rate 
application for proposed recovery.  

Furthermore, in its response to VECC IR #26 and EP IR #35,  WNP  stated that 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 CGAAP to IFRS. 

a. Given WNP’s responses above, please update all related evidence including 
Table 9-6 and Table 9-7. 

 
 
Wellington North Power Inc. - Response:
 

  

a. The company anticipates spending approximately $15,000 in further costs related 

to the transition to IFRS on January 1, 2013.  The cost is for staff training and 

expenses.  In 2010 and 2011 Wellington North Power trained two different 

employees in the International Financial Reporting Standards.  However, both of 

these employees have ended their relationship with the company.  As a result of 

these terminations, other employees will need to have IFRS training. 

 

Given that WNP has decided to take deferral of implementation to IFRS until 

January 1, 2013, the LDC has re-considered the used of sub-account 1508 for any 

further incremental costs incurred.  WNP wishes to advise Board Staff and 

Intervenors that for this anticipated training and expenses of $15,000 will be 

expensed and will not be allocated to sub-account 1508, and therefore there is no 

action to further update evidence of Tables 9-6 and 9-7. 
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74. Reference:  Board staff IRR 51 a) and c) 

Exhibit 9, Schedule 5, Table 9-6, page 777 
Exhibit 9, Schedule 5, Table 9-7, page 782 
Chapter 2, Filing Requirements for Transmission and Distribution 
Applications, June 22, 2011, s. 2.12.1 and 2.12.2 
Updated 2012 EDDVAR Continuity Schedule, June 12 
EP IRR #18 (updated Table 3-26) 

WNP stated that Account 1592, sub account HST/OVAT ITC has a balance as at April 
30, 2012 of $5,248. After applying the 50% return calculation, WNP arrives at the total 
value of the credit ($2,624) to customers, which it considers minimal. 
  
a. Please update all related evidence including Table 9-6 for Account 1592, sub 

account HST/OVAT ITC, the updated DVA Continuity Schedule Work Form and 
Table 9 -7. 

b. In its response to Board staff IR #51c), WNP’s intention to continue using Account 
1592, sub account HST/OVAT ITC differs from Board’s 2012 COS Filing 
Requirements, S.2.12.2 as follows:   

 
No more amounts should be recorded in Account 1592 (PILs and Tax Variances, Sub-
account HST/OVAT ITCs for the Test Year and going forward, as the impact of the 
HST and associated ITCs on capital and operating costs in the Test Year should be 
reflected in the applied-for revenue requirement. 

 
Please confirm that WNP will follow the Board filing requirements for Account 1592, 
PILs and Tax Variances, Sub-account HST/OVAT ITCs and stop using Account 
1592, sub account HST/OVAT ITC for the test year and moving forward. 
 

 

 
Wellington North Power Inc. - Response:
 

  

a. Wellington North Power Inc. wishes to advise Board Staff that in its response 

provided to Board Staff IR #51a, the balance reported is incorrect.  The table below 

shows the correct balance and the amount that WNP is requesting disposition for 

which considers the 50% return disposal calculation being applied: 
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As instructed, WNP has updated the OEB’s 2012 EDDVAR model to reflect the 

balances in Account 1592, sub account HST/OVAT ITC, to reflect a total disposition 

of -$3,780.20. 

Note

• Cell BV70 shows a value of -$3,657 which is understating the value as 

calculated by WNP in the above table (i.e. according to WNP’s calculations 

as per table above, the total to refund to customers is -$3,580.68 + -$199.52 

= -$3,780.20).  (The model understates the Projected Interest for 2011 (cell 

BT70) and understates Projected Interest for Jan-Apr 2012 (cell BU70) – 

these cells are protected and cannot be amended.) 

: in the EDDVAR model: 

• Cell BV83 reconciles to WNP’s calculations as per the table above. 

 

Wellington North Power has uploaded an updated copy of the OEB’s 21012 

EDDVAR model on the RESS site: 
(Filename: WNP_2012_EDDVAR_Cont_schedule_CoS_July12) 
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As requested, WNP has now included Account 1592, sub account HST/OVAT ITC, in 

Group 2 Accounts that the LDC is requesting disposition.  This is illustrated in the 

table below, with the 50% return calculation being applied to Account 1592.  The 

table below supersedes Table 9-6 in WNP’s application in Exhibit 9, Schedule 5. 
 

 
 

The table below supersedes Table 9-7 in WNP’s application in Exhibit 9, Schedule 8 and 

includes Account 1592: 
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An updated copy of WNP’s EDDVAR Continuity Schedule and WNP’s proposed Deferral 

/ Variance Account Riders have been uploaded onto the RESS site  
(Filename: WNP_2012_EDDVAR_Cont_schedule_CoS_July12) 

(Filename: WNP_Deferral and Variance Acc Riders_July12) 

 

The bill impact of amending the disposal balance for Account 1592, sub account 

HST/OVAT ITC and including this in Group 1 and Group 2 Deferral and Variance 

Accounts disposals, over a two-year period would be: 

o Residential    = reducing from 17.06% to 17.01% 

o General Service <50 kW  = reducing from 11.18% to 11.16% 

The bill impacts are shown below: 
 

Residential Bill Impact: 
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General Service <50kW Bill Impact: 

 
 

b. WNP confirms that it will follow the Board filing requirements for Account 1592, PILs 

and Tax Variances, Sub-account HST/OVAT ITCs and stop using Account 1592, sub 

account HST/OVAT ITC for the 2012 Test year and moving forward.   

 

WNP would like direction from the OEB whether to stop using Account 1592, sub 

account HST/OVAT ITC with effect from May 1, 2012 or

 

 the date that the LDC’s 

2012 rates are effective. 
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75. Reference:  Board staff IRR 53 

EDDVAR Report, page 24 

The July 31, 2009 EDDVAR Report, page 24 states: 
 

The Board also agrees the default disposition period used to clear the Account 
balances through a rate rider should be one year. However, a distributor could 
propose a different disposition period to mitigate rate impacts or address any 
other applicable considerations, where appropriate.  

 
a. Please explain why WNP is proposing 2 years instead of 1 year for the 

disposition period of its Group 1 and Group 2 Deferral and Variance Accounts 
and Non-RPP Global Adjustment. 

 
 
Wellington North Power Inc. - Response:
 

  

a. WNP is proposing that the Rate Riders being requested as part of its 2012 Cost of 

Service application have a disposition period of 2 years.  This is based upon the 

following: 

 

• On April 14, 2010, the Ontario Energy Board’s Decision and Order EB-2009-0253 

approved disposition of the LDC’s Group 1 account balances as of December 31, 

2008, over a four year period, commencing May 1, 2010 and ending April 30, 

2014.  Through applying a two-year disposition period to the Rate Riders 

proposed in its 2012 Cost of Service Application, it was WNP’s intention to have 

an end date also of 30 April, 2014.   

By having the same end date of 30 April 2014, WNP believes that it would 

simplify the effect on a customer’s bill, )i.e. attempting to provide some 

consistency over a two-year period as opposed to removing Rate Riders after 

only a one-year period.) 

 

• The OEB’s Decision and Order EB-2009-0253 of April 14, 2010 involves the 

disposition of Group 1 account balances with a value of $753,360.16 over a four-

year period commencing May 1, 2010, which equates to approximately $188,340 

per year being credited to customers. 
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If the Rate Adders proposed in WNP’s 2012 Cost of Service application were 

disposed of over a one-year period, this equates to a value of $861,775 being 

credited to customers.  (This amount excludes Account 1588 Global Adjustment 

as well as both Smart Meter Disposition Rider and Stranded Meter Rate Rider.) 

 

Consequently, WNP is very concerned that over a one-year period, over $1 

million ($188,340 + $851,853 = $1,040,193) will be credited to customers, which 

could have negative

 

 cash-flow implications to the LDC. 

• As part of its application, WNP is requesting: 

o A Smart Meter Disposition Rider (SMDR) to recover of the deficiency 

between the Smart Meter roll-out and implementation costs and the Smart 

Meter Adder Revenue Requirement that has been collected by the LDC 

since May 2006; and 

o A Stranded Meter Rate Rider to recover Stranded Meter costs incurred; 

o The above items are discussed in detail in Exhibit 10 of WNP’s 

application and WNP is seeking recovery of these costs over a four-year 

period. 

 

Should Board Staff, Intervenors and the Board allow WNP to implement a Smart 

Meter Disposition Rider and Stranded Meter Rate Rider at the rates proposed by 

WNP, then the LDC could consider the disposal of Group 1 and Group 2 Deferral 

and Variance Accounts and Non-RPP Global Adjustment over a one-year period.  

Agreement of both the Smart Meter Disposition Rider and Stranded Meter Rate 

Rider would reduce WNP’s cash-flow concerns. 
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If Board Staff, Intervenors and the Board allowed WNP to implement both: 

o A Smart Meter Disposition Rider at the proposed rates and recovered 

over four-years and; 

o A Stranded Meter Rate Rider at the proposed rates and recovered over 

four-years; 

Then the bill impact of disposing Group 1 and Group 2 Deferral and Variance 

Accounts over a one-year period would be: 

o Residential    = reducing from 17.01% to 15.14% 

o General Service <50 kW  = reducing from 11.16% to 7.83%  

 

The tables on the following pages show the bill impacts for Residential and 

General Service <50 kW rate classes: 
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Residential Rate Class – Bill Impact: 
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General Service <50 kW Rate Class – Bill Impact: 
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Transition from CGAAP to MIFRS 
 
76. Reference:  Exhibit 11, Schedule 5, page 839 

EP IRR #35b) 
EP IRR #39 

In WNP’s response to EP IRR #35b), WNP’s updated difference is $133,121 in 
amortization versus $109,003 in Table 11-11 in WNP’s application.  In the same IRR and 
in the calculation for the PP& E deferral account, WNP provided the calculation for the 
adjustment to the revenue requirement for each of the four year of the $41,439 broken 
down as $33,280 for depreciation and $8,259 for the return on PP&E account. 
 

a. Please confirm that $133,121 is the correct difference in amortization as per 
WNP’s response to IRR #35 to Energy Probe and not the amount of $109,003 
as shown in WNP’s original evidence. 

 
 
Wellington North Power Inc. - Response:
 

  

a. WNP can confirm that $133,121 was

(The amount of $109,003 included in WNP’s original evidence, Table 11-11 in Exhibit 

11, Schedule 5, was based upon forecasted data for the 2011 Bridge Year.  As per 

the Intervenor’s request, Energy Probe IR#35b, the data in the table was updated to 

reflect 2011 actual data.) 

 the correct difference in amortization as per the 

LDC’s response to IRR #35 to Energy Probe.   

 

WNP has updated table 9-5 Exhibit 9 Schedule 4 and table 11-11 of Exhibit 11 

Schedule 5 to take into consideration the following factors: 

• In responding to Energy Probe IR #35, the actual 2011 data did not correctly 

update the MIFRS PP&E Deferral Account for the 2011 CGAAP Additions and 

Depreciation figures; 

• 2011 actual data being used; 

• As per Board Staff Supplemental IR #58, WNP has removed the Smart Meter 

costs  (smart meters and smart meter hard/software costs) from 2011 continuity 

tables; 
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• For CGAAP, for 2011 the same depreciation rates as 2010 were applied; 

• For MIFRS, for 2011 the “revised” depreciation rates as introduced by WNP that 

were applied with effect from January 1, 2012.  (As per Exhibit 11, WNP has 

introduced revised depreciation rates 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 illustrated in 

Table 11-9 of Exhibit 11, Schedule 3 of WNP’s application) as described in the 

Kinectrics Study.) 

 

Tthe table below reflects the changes as result of the above changes: 
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Based upon the above changes as result of the factors described above, WNP can 

confirm that the difference in amortization is $145,689. 

 

WNP did not have the Board models that took into consideration the PP&E changes 

such as those models provided to the 2013 COS filers.  (The 2013 CoS filers are 

provided with a file to calculate the PP&E adjustment in the Chapter 2 appendices.  They 

also have updated Revenue Requirement Workform and an updated Cost Allocation 

model modified to take the PP&E adjustments into consideration.) 

 

WNP has calculated the PP&E adjustment which solely reflects a change in depreciation 

rates which took effect January 1, 2012 since there are no other capitalization policy 

changes.  The PP&E adjustment has been reflected by WNP as a reduction to the 2012 

Amortization Expense which directly reduces the Revenue Requirement.  

 

WNP is not clear on the reason for adjusting 2011 which results in a reduction to the 

Revenue Requirement but has followed the instructions of the Board.  If it is determined 

in the future that this reduction to Revenue Requirement should not have taken place 

WNP would like the Board to approve the recovery of any dispositions related to this 

issue.  

 

WNP wishes to express the following points regarding Fixed Asset Continuity Schedules 

and Depreciation Expenses to Board Staff and Intervenors: 

• WNP filed its 2012 Cost of Service rate application was filed using MIFRS, as 

directed by the Board, with the intention of transitioning to Modified IFRS from 

January 1, 2012; 

• Between filing its application, there have been communication updates from the 

OEB and the Accounting Standards Board (AcSB) regarding the transition to 

IFRS for regulated entities / utilities.  As a result of these updates, WNP has 

decided to defer its transition to IFRS  
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• WNP amended its deprecation periods with effect from January 1, 2012 with the 

LDC adopting the deprecation periods for its assets as illustrated in table 2-15 of 

Exhibit 2, Tab 3, Schedule 1 of the WNP 2012 Cost of Service rate application.   

 
• In its application, WNP has calculated the PP&E adjustment which solely reflects 

a change in depreciation rates which took effect January 1, 2012 since there are 

no other capitalization policy changes.  The PP&E adjustment has been reflected 

by WNP as a reduction to the 2012 Amortization Expense which directly reduces 

the Revenue Requirement.  

 

• WNP is not clear on the reason for adjusting 2011 which results in a reduction to 

the Revenue Requirement but has followed the instructions of the Board.  If it is 

determined in the future that this reduction to Revenue Requirement should not 

have taken place WNP would like the Board to approve the recovery of any 

dispositions related to this issue. 

 

• WNP would like to confirm that its revenue requirement and revenue deficiency 

for 2012 Test Year is based upon the following dynamics: 

o Removing 2011 Smart Meter costs and Smart Meter Hard/Software costs 

from 2011 Continuity Schedules (as per request from Board Staff in 

Supplemental IR #58); 

This information is contained in the worksheet “App.2-B Fxd Asst Con 2011-

CGAAP” of file “WNP_COS_Filing-Reqt_Chp_Appendices_July12” that has been 

uploaded on the OEB’s RESS site. 
 

o Adjusting the Opening Balances of the 2012 Continuity Schedules to include 

Smart Meter costs and Smart Meter Hard/Software costs as reflected in 

WNP’s Smart Meter model (version 2.17) that has been filed with the OEB 

(as per request from Board Staff in Supplemental IR #58) 

This information is contained in the worksheet “App.2-B FA Cont 2012 Kinectric” 

of file “WNP_COS_Filing-Reqt_Chp_Appendices_July12” that has been uploaded 

on the OEB’s RESS site. 
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o 2011 Depreciation Expenses are based upon the depreciation rates that were 

applied in 2010 (as per Energy Probe Supplemental IR #10 b).   

This information is contained in the worksheets “App.2-B Fxd Asst Con 2011-

CGAAP” and “App.2-M Depn Exp 2011 Not Kinec” of file “WNP_COS_Filing-

Reqt_Chp_Appendices_July12” that has been uploaded on the OEB’s RESS 

site. 

 

o 2012 Depreciation Expense are based upon the depreciation rates that were 

adopted by WNP in January 2012 (as illustrated in table 2-15 of Exhibit 2, 

Tab 3, Schedule 1 of the WNP 2012 Cost of Service rate application and as 

per Energy Probe Supplemental IR #10 b). 

This information is contained in the worksheets “App.2-B FA Cont 2012 

Kinectric” and “App.2-M Depn Exp 2012 Kinectric” of file “WNP_COS_Filing-

Reqt_Chp_Appendices_July12” that has been uploaded on the OEB’s RESS 

site. 
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