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Cost Allocation Study Requirements 1 

Ex.7/Tab 1/Sch.1 - Overview of Cost Allocation 2 

Wasaga Distribution Inc. (“WDI”) has prepared and is filling a cost allocation informational filing 3 

consistent with its understanding of the Directions and Policies in the Board’s reports of 4 

November 28, 2007 Application of Cost Allocation for Electricity Distributors, and March 31, 5 

2011 Review of Electricity Distribution Cost Allocation Policy (EB-2010-0219) (the “Cost 6 

Allocation Reports”) and all subsequent updates.  7 

The main objectives of the original informational filing in 2006 were to provide information on 8 

any apparent cross-subsidization among a distributor’s rate classifications and to support future 9 

rate applications. As part of its 2012 Cost of Service Rate Application, WDI updated the cost 10 

allocation revenue to cost ratios with 2012 base revenue requirement information. The revenue 11 

to cost ratios from the 2012 application is presented below.  12 

Table 7.1:  Previously Approved Ratios (2012 COS) 13 

Customer Class Name 

2012 Approved  
Revenue to Cost 

Ratio 
Residential 102.29 

General Service < 50 kW 92.60% 
General Service > 50 to 4999 kW 98.52% 

Street Lighting 70.00% 
Unmetered Scattered Load 102.29% 

 14 

The Cost Allocation Study for the 2016 Test Year allocates the 2016 Test Year costs (i.e. the 15 

2016 Test Year forecast revenue requirement) to the various customer classes using allocators 16 

that are based on the forecast class loads (kW and kWh) by class, customer counts, etc.  17 

WDI has used the updated OEB-approved Cost Allocation Model and followed the instructions 18 

and guidelines issued by the OEB to enter the 2016 Test Year data into this model.  All 19 

references to sheet I3, I4, I5, I6, I7, O1, and O2 are found in WDI’s 2016 Cost Allocation Model. 20 

WDI populated the information on Sheet I3 Trial Balance Data with the 2016 forecasted data, 21 

Target Net Income, PILs, Deemed Interest on long term debt, and the targeted Revenue 22 

Requirement and Rate Base. 23 
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On Sheet I4, Break-out of Assets, WDI updated the allocation of the accounts based on 2016 1 

Test Year values. 2 

On Sheet I5.1, Miscellaneous data, WDI updated the deemed equity component of rate base, 3 

kilometer of roads in the service area, working capital allowance, the proportion of pole rental 4 

revenue from secondary poles, and the monthly service charges. 5 

As instructed by the Board, in Sheet I5.2, Weighting Factors, WDI has used LDC specific factors 6 

rather than continue to use OEB approved default factors. The utility has applied service and 7 

billing & collecting weightings for each customer classification.  8 

These weightings are based on a review of time and costs incurred in servicing its customer 9 

classes; they are discussed further below: 10 

Table 7.2:  Weighting Factors 11 

 
Residential 

General 
Service < 

50 kW 

General 
Service > 
50 to 4999 

kW 
Street 

Lighting 

Unmetered 
Scattered 

Load 

Insert Weighting Factor for Services Account 1855 1.0 1.5 3.0 0.0 0.0 

Insert Weighting Factor for Billing and Collecting 1.0 1.0 1.5 0.5 0.5 
 12 

Proposed Services Weighting Factors 13 

Residential:  14 

The Services weighting factor was set to “1”, per Cost Allocation instruction sheet. 15 

General Service less than 50 kW, General Service greater than 50 kW: The proposed 16 

Services weighting factor of 1.5 and 3.0 reflects that these customers require greater 17 

capacity than do residential customers including increased levels of engineering and 18 

planning. 19 

 20 

 21 



Wasaga Distribution Inc. 
EB-2015-0107 

Exhibit 7 – Cost Allocation 
Filed: September 11, 2015 

 

PAGE 4 OF 18 
 

Street Lighting and Unmetered Scattered Load: 1 

The Services weighting factor of 0 is proposed for both customer classes as the costs 2 

incurred to provide Services for either of these customer classes are the responsibility of the 3 

Town of Wasaga Beach.  4 
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Proposed Billing and Collecting Weighting Factors 1 

Residential: the Billing weighting factor is set at “1”, per Cost Allocation instruction sheet. 2 

General Service less than 50 kW:  3 

The proposed Billing and Collecting weighting factor is 1.0.   WDI feels that equal work is 4 

required for billing and collecting when compared to the residential customer class.  5 

General Service greater than 50 kW: The proposed billing and collecting weighting factor 6 

is 1.5 as there is less customers to spread the fixed costs associated with the time required 7 

to prepare a bill. The collecting costs are higher than those incurred when dealing with 8 

General Service < 50 kW customers.  9 

Street Lighting and USL: The proposed weighting factor is 0.5.  This customer class does 10 

not give rise to Collecting activity and so no Collecting costs have been allocated.  The 11 

weighting factor reflects the extremely low volume of bills issued.   12 

In Sheet I6.1 Revenue has been populated with the 2016 Test Year forecast data as well as 13 

existing rates. 14 

Sheet I6.2 has been updated with the required Bad Debt and Late Payment revenue data as 15 

well as customer/connection number information devices. 16 

WDI updated the capital cost meter information on Sheet I7.1 and the meter reading information 17 

on I7.2 to reflect its recently completed deployment of smart meters.  WDI used similar costs as 18 

proposed in WDI’s 2012 COS (EB-2011-0103) 19 

The data entered on sheet I8 reflects the findings of the 2004 hour by hour load data being 20 

scaled to be consistent with the 2016 Test Year load forecast and the inspection of the scaled 21 

data to identify the system peaks and class specific peaks.  The scaling factor used by rate 22 

class is illustrated in Table 7.3.   23 

WDI demand data from sheet I8 in WDI’s 2012 Cost Allocation model has been provided in 24 

Appendix A. 25 
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Table 7.3: Scaling Factors 1 

Rate Class 2016 Forecast (kWh) 2004 Actual (kWh) Scaling Factor 
[A] [B] [A]/[B] 

Residential                  87,540,339             73,579,335  1.1897 
GS <50 kW                  17,037,738             20,937,238  0.8138 
GS >50 kW                  20,902,750            11,837,685  1.7658 
Street Lighting 611,285                1,599,766  0.3821 
Unmetered Scattered Load                        221,022                   246,304  0.8974 

 2 

Unmetered Loads 3 

WDI communicates with unmetered load customers to assist them in understanding the 4 

regulatory requirements in which WDI operates within.  Since WDI’s largest customer in this 5 

category is the Town of Wasaga Beach, WDI confirms load and rate impact whenever increases 6 

are completed.  WDI also communicated the rate increase forecasted for this rate application 7 

and the impacts to its customers.  Additionally, WDI has had communications with the Town on 8 

the conversion to LED and questions have arisen regarding the impact this could have on rates 9 

during these conversations.  10 

WDI is currently looking into ways to update business practices to ensure WDI is 11 

communicating effectively including investigating new software developments as they become 12 

available in the marketplace.  13 
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Sheet I6.1 of the Cost Allocation Model 1 

 2 

 3 

  4 
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Sheet I6.2 of the Cost Allocation Model  1 

 2 

 3 

4 



Wasaga Distribution Inc. 
EB-2015-0107 

Exhibit 7 – Cost Allocation 
Filed: September 11, 2015 

 

PAGE 9 OF 18 
 

Sheet I8 Demand Data of Cost Allocation Model 1 

 2 

No Direct Allocations were entered on Sheet I9. 3 

The revenue to cost ratios calculated on Sheet O1 of the Cost Allocation model updated for the 4 
2016 Test Year are provided at the next page. 5 

  6 
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Sheet O-1 of the Cost Allocation Model  1 

 2 

 3 
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Sheet O-2 of the Cost Allocation Model 1 

 2 

  3 
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Class Revenue Requirements  1 

Ex.7/Tab 2/Sch.1 - Class Revenue Analysis 2 

Table 7.4 below shows the results of the cost allocation updated 2012 Test Year study. These 3 

results are used to compare, analyze the allocation under each option and help the utility 4 

determine its 2016 Test Year proposed ratios. 5 

Table 7.4:  Previously Approved Ratios (2012 COS) 6 

Customer Class Name Service Rev Req.   Misc. Revenue  Base Rev 
Requirement 

Rev2Cost 
Expenses 

%  

Residential 3,176,195 80.05% $439,097 75.37% $2,736,842 80.85% 102.29% 
General Service < 50 kW 424,476 10.70% $69,305 11.88% $355,201 10.49% 92.60% 
General Service > 50 to 4,999 kW 284,957 7.18% $43,168 7.41% $241,789 7.14% 98.52% 
Unmetered Scattered Load 5,232 0.13% $930 0.16% $4,302 0.13% 102.29% 
Street Lighting 77,124 1.94% $30,172 5.18% $46,952 1.39% 70.00% 
TOTAL $3,967,935 100.00% $582,898 100.00% 3,385,037 100.00% 100.00% 
 7 

Table 7.5 shows the allocation percentage and base revenue requirement allocation under 8 

existing rates, cost allocation results and proposed 2016 Test Year proposed allocation.   9 
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Table 7.5:  Base Revenue Requirement under 3 Scenarios 1 

 2 

Table 7.6 below shows the revenue offset allocation which resulted from Cost Allocation Study 3 

(Sheet O1). 4 

Table 7.6:  Revenue Offset Allocation as per Cost Allocation Study 5 

Revenue Offsets  
% $ 

76.51% 362,938 
11.79% 55,932 
8.35% 39,596 
3.21% 15,210 
0.15% 701 

100.00% 474,377 
 6 

Table 7.7 shows the allocation of the service revenue requirement under the same 3 scenarios. 7 

Table 7.7:  Service Revenue Requirement under 3 Scenarios 8 

Service Revenue Requirement $  
Cost 

Allocation 
Existing 

Rates 
Rate 

Application 

3,741,335 3,757,131 3,757,131 
493,480 466,258 466,258 
314,766 312,965 314,473 
59,943 73,438 71,930 
5,055 4,787 4,787 

4,614,578 4,614,578 4,614,578 
 9 
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Revenue-to-Cost Ratios 1 

Ex.7/Tab 3/Sch.2 - Cost Allocation Results and Analysis 2 

The table at the next page shows Appendix 2-P of the Board Appendices. The Appendix 3 

provides information on previously approved ratios and proposed ratios.  The section following 4 

Appendix 2-P addresses the method and logic used to update the ratios from the Cost 5 

Allocation study to the proposed ratios.  6 

  7 
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Appendix 2-P: Cost Allocation 1 

 2 
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Table 7.8 below shows WDI’s proposed Revenue to Cost reallocation based on an analysis of 1 

the proposed results from the Cost Allocation Study vs. the Board imposed floor and ceiling 2 

ranges.  3 

Table 7.8:  Proposed Allocation 4 

 5 

* Ratios highlighted in pink fell outside of the floor to ceiling range. 6 

The proposed Revenue to Cost ratio is adjusted by changing the allocation percentage for each 7 

class. The utility reviews and assesses the bill impacts for each class before adjusting the 8 

Revenue to Cost ratios.  9 

WDI proposes to increase the ratio for the General Service > 50kW customer class from 10 

99.43% to 99.91% to reflect the adjustment made to Street Lighting to bring down to the 11 

maximum ceiling.  WDI proposes to increase the General Service > 50kW because of the 12 

minimal impact this has on the bill.  The Residential, General Service <50kW and classes are 13 

currently within the target range, and therefore no adjustments were made. WDI has proposed 14 

to adjust the revenue to cost ratio over the period of the 2016 Test Year.  15 

Per the Filing Requirements for Transmission and Distribution Applications dated July 16, 2015, 16 

WDI has completed OEB Appendix 2-P with the results of the 2016 cost allocation study. The 17 

Allocated cost table (Table 2), calculated class revenues (Table 3) and Rebalancing Revenue-18 

to-Cost (Revenue to Cost) Ratios (Table 4) are summarized on the previous page. 19 

  20 
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Appendix 1 

List of Appendices 2 

APPENDIX A WDI’S 2012 COST ALLOCATION SHEET I8 

DEMAND DATA 

 3 

  4 
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Appendix A: WDI’s 2012 Cost Allocation Sheet I8 Demand Data 1 

 2 
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