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Friday, August 31, 2012
Ontario Energy Board

P.O. Box 2319, 27th Floor

2300 Yonge Street

Toronto, ON

M4P 1E4

Attention: Kristen Walli, Board Secretary
Dear Ms. Walli:
Re: North Bay Hydro Distribution Ltd. – Application for 2013 Electricity Distribution Rates – EB-2012-0152
North Bay Hydro Distribution Ltd. (NBHDL) is pleased to submit to the Ontario Energy Board (the “Board”) its 2013 electricity distribution rate application, in accordance with the Board letter dated July 26, 2012 that directs the company to file its electricity distribution rate application by August 31, 2012.  In the case of NBHDL, this application is a 3rd Generation Incentive Rate ("IRM3") application.  
The filing requirements indicate that each application should include:

· A Manager’s Summary documenting and explaining all rate adjustments applied for;
· The primary contact information for the IRM application; 

· A completed Rate Generator model with supplemental filing modules or work forms, provided by the Board, both in electronic (i.e. Excel) and PDF form;
· A  PDF copy of the current Tariff Sheet;
· Supporting documentation cited within the application; and
· Statement as to which publication the applicant’s notice will be appearing.
The completed 2013 IRM3 models are attached along with supporting documentation, tariff sheets and bill impact information.  The Manager’s Summary for NBHDL’s 2013 rate application is attached to this letter.  
The primary contact for this application is Melissa Casson, Regulatory Manager.  Contact details are below.
Consistent with the Board’s requirement for the publication of a notice of application, NBHDL confirms that its notice of application will appear in the following publication:

The North Bay Nugget

259 Worthington West
North Bay, ON   P1B 3B4

NBHDL confirms that the North Bay Nugget is a paid publication with a readership and paid circulation of approximately 15,000.

NBHDL’s 2013 electricity distribution rate application will be sent to you in the following form:

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

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

Yours truly,

Original signed by
Melissa Casson
Regulatory Manager
North Bay Hydro Distribution Limited

(705) 474-8100 (300)

mcasson@northbayhydro.com

NORTH BAY HYDRO DISTRIBUTION LTD.
EB-2012-0152
MANAGER’S SUMMARY

AUGUST 31, 2012
North Bay Hydro Distribution Ltd. (NBHDL) is a licensed electricity distributor (ED-2003-0024) that owns and operates electricity distribution systems that provide service to the City of North Bay.  NBHDL charges its customers distribution rates and other charges as authorized by the Ontario Energy Board (“Board”).  In this application, NBHDL is applying for rates and other charges effective May 1, 2013.

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

1) Price Cap Adjustment

2) Smart Meter Funding Adder / Disposition
3) Low Voltage Service Charges

4) LRAM / SSM Cost Claims

5) Retail Transmission Service Rates

6) Deferral and Variance Account Rider

7) Smart Grid Rate Adder

8) Revenue to Cost Ratio Adjustment

9) Tax Changes
10) Conclusion

Appendices are as follows:

· Appendix A – 2013 Proposed Tariff of Rates and Charges
· Appendix B – Bill Impacts

· Appendix C - Current Tariff of Rates and Charges
· Appendix D - NBHDL 2010 Draft Rate Order
· Appendix E – 2011 IRM Decision and Order
· Appendix F - 2011 RRR E2.1.5 – Customers, Demand and Revenue
· Appendix G – 2013 IRM Rate Generator Model

· Appendix H – 2013 RTSR Model

· Appendix I – 2013 Shared Tax Savings Model 
1) Price Cap Adjustment 

Under the 3rd Generation IRM plan, NBHDL’s electricity distribution rates for 2013 have been adjusted for three factors: a price escalator, a productivity factor and a stretch factor.  For the purposes of preparing the 2013 application, the Board expects NBHDL to use a proxy for the price cap adjustment; the proxy is .88%.  NBHDL understands that when the final price adjustment factor is determined the Board will adjust the price cap adjustment assumed in the 2013 final rates.  In addition, should the Board re-establish the groupings of distributor-specific stretch factors, it is understood that the Board will update that data accordingly.
2) Smart Meter Funding Adder / Disposition
NBHDL’s Rate Adder of $1.47 per meter expired April 30, 2012.  Several of NBHDL’s current rate riders have a sunset date of April 30th, 2014; deferring the smart meter application and including a request for disposition in its 2014 rate application will assist in smoothing rate impacts for customers as NBHDL anticipates a partial offset for the addition of the SMDR/SMIRR.  Rate impacts and mitigation are of significant importance to NHBDL and the company believes that the one year deferral of the smart meter disposition is in the best interest of customers and rates at this time.
3) Low Voltage Service Charges
For 2013 rates, NBHDL proposes to maintain the low voltage service charge rates as approved in its current tariff sheet.  
4) LRAM / SSM Cost Claims

NBHDL will continue the following rate riders in relation to LRAM:

· LRAM / SSM (2011) until its sunset date of April 30, 2013.  This rate rider reflects savings from Third Tranche CDM programs prior to 2008 as approved in NBHDL’s 2010 Cost of Service (COS) application – (EB-2009-0270).
· LRAM (2012) until its sunset date of April 30, 2014.  This rate rider reflects savings associated with CDM programs delivered in 2008 and 2009.
5) Retail Transmission Service Rates

The Board’s Guideline G-2008-0001 - Electricity Distribution Retail Transmission Service Rates - was amended July 8, 2010 to reflect a new approach expected to minimize variances in USoA Accounts 1584 and 1586.  The Guideline was subsequently updated June 28, 2012 to reflect January 1, 2012 Uniform Transmission Rates (UTR).   Retail Transmission Service Rates (RTSR) are to be adjusted based on a comparison of historical transmission costs adjusted for new UTR levels and revenues generated from existing RTSRs.  Board prepared model “2013 RTSR Model” was completed to calculate NBHDL’s rates by rate class.
The rates entered in “3. Rate Classes” of the “2013 RTSR Model” are taken from the most recent Board-approved Tariff of Rates and Charges (EB-2011-0187).  A copy of the Tariff can be found in Appendix “C”.  The billing determinants included in “4. RRR Data” are those found in NBHDL’s most recently reported RRR filing; the 2011 annual filing, E2.1.5 – Customers, Demand and Revenue (see Appendix “F”).  The loss factor applied to the metered kWh can also be found in NBHDL’s current Tariff in Appendix “C”.  Historical Network and Connection amounts included in “6. Historical Wholesale” are based on 2011 IESO invoices and 2011 Hydro One invoices for Trout Lake TS.  In order to obtain the kW values shown, the billed amounts by category were divided by the UTR.
NBHDL understands that once January 1, 2013 UTR adjustments are determined, the Board will adjust NBHDL’s application model to incorporate this change.

6) Deferral and Variance Account Rider

The Report of the Board on Electricity Distributors’ Deferral and Variance Account Review Report (the “EDDVAR Report”) provides that during the IRM term, distributor’s Group 1 audited account balances will be reviewed and disposed if the preset disposition threshold of $.001 per kWh (debit or credit) is exceeded.
In the 2012 IRM application process (EB-2011-0187), NBHDL applied for and was granted disposition of Account 1521, Special Purpose Charge Assessment Variance Account, in the amount of $6,178, including carrying charges to April 30, 2012.  Page 10 of the Decision and Order for EB-2011-0187 found in Appendix “E” confirms this balance.  As part of the determination of the disposition balance NBHDL included amounts collected from customers up to April 30, 2011, however, NBHDL subsequently had customer billing adjustments throughout the remainder of 2011 in the amount of $1,659.  NBHDL feels that this amount is immaterial and does not wish to seek disposition at this time, however, the “2013 IRM Rate Generator Model” automatically determines rate riders in “8. Calculation of Def-Var RR” if Account 1521 has a balance owing in column “CF”.  According to footnote 4 within “5. 2013 Continuity Schedule” no balance is to be filed for clearance in 2013 if the account was approved for clearance in 2012.  In order to prevent the model from calculating a rate rider, NBHDL has not included the activity for this account within the continuity.
Similarly, NBHDL also sought approval and disposition of account 1562, PILS in the 2012 IRM application (EB-2011-0187).  The Board approved disposition in the amount of $795,862.54 which included carrying charges of $241,571.56.  Carrying charges were calculated until April 30, 2012.  Details on the Board’s decision can be found on pages 13 through 17 of the Decision and Order for EB-2011-0187 found in Appendix “E”.  In order to reconcile NBHDL’s G/L balance with the final PILs decision, NBHDL was required to record an debit adjustment in 2011 of $1,244,278 in principal and a credit adjustment of $88,845.19 in carrying charges; these adjustments are reflected in column “BS” and “BX” of “5. 2013 Continuity Schedule” within the “2013 IRM Rate Generator Model”.  As with the SPC account, having a balance in column “CF” for Account 1562 automatically causes the “2012 IRM Rate Generator Model” to determine a rate rider.  As of April 30, 2012, the balance in Account 1562 is $0 and NBHDL does not require any additional rate rider for this account.  NBHDL has included the approved 2012 carrying charge amount of $2,716 in column “BX” to bring the balance to $0 for this account.  
The input requirements of “5. 2013 Continuity Schedule” in the “2013 IRM Rate Generator” model for Group 1 account balances calculates a total credit variance of $44,775.  This amount represents the December 31, 2011 audited balances with interest projected to April 30, 2013 calculated using Board prescribed interest rates.  The Threshold Test determined a credit rate of ($0.0001) per kWh which does not meet the threshold test of $0.001 per kWh established by the Board and as such, NBHDL is not requesting disposition at this time.
It should be noted that the variance to the 2011 RRR amount reported in column “CH” for Account 1595 includes the following:


H1 2010 RAR General -



 

($3,681.75)

2011 IRM – Shared Tax Savings



($16,404.70)

Variance






($20,086.45)
The current deferral and variance account disposition rider and global adjustment rider expire April 30, 2013.  

7) Smart Grid Rate Adder

NBHDL’s Smart Grid rate rider expires April 30, 2013 and as such a prudence review of costs will be filed at a future date; accordingly NBHDL has not included a request for the continuation of the adder in this application.  
8) Revenue to Cost Ratio Adjustment
NBHDL implemented the final phase of the directive from the Board’s Decision for NBHDL’s 2010 COS application in regards to revenue to cost ratios in the 2012 IRM process.  NBHDL does not propose any further adjustments to the revenue cost ratio in the IRM period.
In its 2010 COS application, NBHDL proposed to increase the revenue cost ratios for Street Lighting, Sentinel Lighting and the General Service > 3,000 to 4,999 kW class in order to reach the bottom of the Board’s approved target range.  As per the decision, NBHDL adjusted the revenue cost ratios 50% of 
the difference between their respective current levels and the bottom of the corresponding range, with the intent of increasing a further 25% of the difference in the 2011 IRM period and the final 25% in the 2012 IRM period.  This staggered approach resulted in all classes being at least at the lower threshold of the Board approved range by 2012.

9) Tax Changes

In its 2010 COS application, NBHDL had $686,307 approved for income and capital taxes.  The Board has determined that currently known tax changes from the level reflected in the Board-approved base rates will be reflected in the IRM adjustments.  
Based on this rationale, it is NBHDL’s assumption that the “2013 IRM3 Tax Sharing Model” should calculate an identical grossed up tax amount as was approved in the 2010 COS decision for which to base estimated 2013 tax savings.  Consistent with its 2011 and 2012 IRM decisions on tax savings, NBHDL has assumed a taxable income of $2,313,638 at the approved effective tax rate of 28.72% which results in a grossed up tax amount of $664,477.  Based on this information the overall corporate income tax rate is expected to decrease to 26.50%, along with the elimination of the capital tax in Ontario, which results in a slightly lower tax forecast in 2013 of $613,114 as compared to the 2010 Cost of Service decision.  50% of the incremental change should be passed onto NBHDL customers as a Z-Factor refund of ($36,506), however, NBHDL considers this to be immaterial and proposes that the amount be recorded in variance account 1595 consistent with the treatment ordered in the 2011 IRM process. 
The billing determinants included in tab “3. Re-Based Bill Det & Rates” of the “2013 IRM Tax Sharing Model” are based on NBHDLs most recent Board-approved billing determinants (EB-2009-0270).  A copy of NBHDL’s DRO is included in Appendix “D”.  Within the DRO, please see Appendix E for a copy of the approved load forecast with customer / connection figures and kWh / kW.  The rates entered in this tab are taken from the most recent Board-approved Tariff of Rates and Charges (EB-2011-0187).  A copy of the Tariff can be found in Appendix “C”.   The input requirements of tab “5. Z-Factor Tax Changes” can also be verified in Appendix “D” – the 2010 DRO includes Appendix G which contains NBHDL’s approved tax credits, regulatory taxable income, taxable capital amounts, effective tax rate and the final approved PILs amount, including capital tax.
11) Conclusion
In summary, the total bill impact for a Residential customer with NBHDL, with a monthly electricity consumption of 800 kWh, will be (.11%) or a reduction of ($.14) per month after HST and before the OCEB credit.   The total bill impact for a General Service Less Than 50 kW customer with a monthly electricity consumption of 2,000 kWh will be (0.04%) or ($.11) per month after HST and before the OCEB credit.
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