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Management Discussion and Analysis 1 

Ex.1/Tab 1/Sch.1 – Management Discussion and Analysis 2 

On October 18, 2012, the Ontario Energy Board (“The Board”) issued its “Report of the Board: A 3 

Renewed Regulatory Framework for Electricity Distributors: A Performance Based Approach”, 4 

and subsequently commenced implementation of the Renewed Regulatory Framework. This 5 

report set out a comprehensive performance-based approach for the Renewed Regulatory 6 

Framework which promotes the achievement of outcomes that will benefit existing and future 7 

customers; will align customer and distributor interests; will continue to support the achievement 8 

of important public policy objectives; and will place a greater focus on delivering value for 9 

money. Under this approach, a distributor is expected to demonstrate continuous improvement 10 

in its understanding of the needs and expectations of its customers and its delivery of services. 11 

 12 

On March 5, 2014, the Board issued its report on “Performance Measurement for Electricity 13 

Distributors: A Scorecard Approach”. The report sets out the Board’s policies on the measures 14 

that will be used by the Board to assess a distributor’s effectiveness and improvement in 15 

achieving customer focus, operational effectiveness, public policy responsiveness, and financial 16 

performance to the benefit of existing and future customers. Under this approach, a distributor is 17 

also expected to demonstrate continuous improvement in its understanding of the needs and 18 

expectations of its customers and its delivery of services. 19 

 20 

With the above in mind, Wellington North Power Inc. (WNP) has provided an overview of this 21 

utility in terms of the Renewed Regulatory Framework and the Distributor Scorecard.  Since 22 

these are the measures to which a utility is held accountable, these are also the measures a 23 

utility should address during rate application process.  Therefore, this is our account of how 24 

Wellington North Power Inc. continues to improve in its understanding of the needs and 25 

expectations of its customers and its delivery of services.   26 

 27 

Wellington North Power Inc.’s Vision Statement is:  28 

“To be regarded within the province of Ontario as an industry leader in the safe, reliable and 29 

cost efficient distribution of electricity.” 30 

  31 
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Wellington North Power Inc.’s Mission Statement is: 1 

“Wellington North Power Inc. (WNP) shall provide its customers with the most cost effective 2 

delivery of electricity safely, reliably and efficiently. This will be done while providing superior 3 

customer service and promoting customer education and green initiatives within its service 4 

area.” 5 

 6 

Wellington North Power Inc.’s Strategic Objectives: 7 

 Manage a safe and reliable distribution system in an efficient and cost effective manner; 8 

 Provide outstanding customer service; 9 

 Continue to increase shareholder value; 10 

 Meet all regulatory obligations. 11 

 12 

Customer Focus:   13 

In terms of service quality, WNP has always maintained the highest standards possible.  In a 14 

regulatory environment, there are numerous Service Quality Requirement targets that a utility 15 

must achieve.  In most cases, WNP consistently meets and exceeds these targets.  In terms of 16 

customer satisfaction, WNP has always strived for strong customer relations and increase 17 

customer engagement within the community.  This effort is support by the customer satisfaction 18 

survey measure on the Distributor Scorecard.  In 2014, WNP achieved a customer satisfaction 19 

rating of “A” on its Distributor Scorecard, which is better than the Provincial and National 20 

averages.   21 

In terms of customer engagement, WNP has numerous methodologies by which it engages its 22 

customers.  As a local small utility and with many of the employees and Board Directors of the 23 

company living in the service area, it means that customer concerns are communicated quite 24 

easily just by interaction. WNP prides itself in having an office that is open 5 days a week during 25 

business hours meaning that customers have access to LDC employees to answer questions or 26 

to raise concerns. For example, the use of Smart Meter data has enabled Customer Service 27 

representatives review consumption patterns with customers and assist with managing their 28 

electricity bills. 29 

 30 

Operational Effectiveness:  31 

Wellington North Power Inc. continues its commitment to safety to protect the public and 32 

employees within our community. In WNP’s Scorecard, the utility recorded zero fatalities and 33 
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zero serious incidents within its operating service area of the urban areas of Mount Forest, 1 

Arthur and Holstein. Furthermore, Annual audits conducted by the Electrical Safety Authority 2 

have reported that Wellington North Power Inc. was “C” - Compliant with Ontario Regulation 3 

22/04 (Electrical Distribution Safety).  This has been achieved and maintained by our resilient 4 

commitment to safety coupled with the adherence to company procedures & policies.  5 

With regards to reliability, WNP continues to hold the reliability of distribution system to the 6 

highest standards.  This is supported by the low “Average Number of Hours that Power to a 7 

Customer is interrupted” and “Average Number of Times that Power to a Customer is 8 

interrupted” indices that are reported in WNP’s Scorecard. 9 

Concerning its Distribution system plan, WNP has implemented new processes to expand its 10 

planning horizon to a 10 year horizon (5 historical years and 5 forecasted years).  Full details on 11 

the Distribution System Plan can be found in Exhibit 2 – Appendix 2A 12 

 13 

Public Policy Responsiveness:  [ 14 

WNP’s Energy Savings target was 4.52 GWh (4,520,000 kWh – equivalent to approximately 4% 15 

of annual energy consumption of all Wellington North Power Inc.’s customers in Arthur, Holstein 16 

and Mount Forest.)  At the end of 2014, the actual kW Energy Savings achieved was 3.31 GWh 17 

(3,310,671 kWh) meaning that the utility met 73% of its set target.  Although the utility did not 18 

reach its sets target, Wellington North Power Inc. continued to forge good relationships with 19 

residential and small businesses.  This was achieved by leveraging the suite of OEB approved 20 

CDM programs primarily designed for the residential and small commercial classes of 21 

customers.   22 

 23 

Financial Performance: 24 

WNP’s financial performance continues to remain strong despite recent economic and industry 25 

challenges posed by increased activity and complex operational demands.  The main factors 26 

contributing to the utilities financial success were a strong focus on performance and associated 27 

financial management, efficiencies achieved throughout the financial year including reductions 28 

in overhead expenses, and a continued focus on improving business planning and monthly 29 

financial reporting activities.  The Distribution System Plan included in this application in Exhibit 30 

2 – Appendix 2A supports the capital and maintenance programs needed to sustain the 31 

reliability of WNP’s distribution system as we move into the future. 32 
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 1 

With this rate application, WNP looks to the future in terms of carrying a strong and sound 2 

foundation forward.  By building on this foundation through continuous improvement, 3 

technological investment, and sound financial investment, WNP plans to continue to provide the 4 

highest value in electrical distribution services, cost effectively, to our community and the 5 

customer.  6 

7 
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Administration 1 

Ex.1/Tab 2/Sch.1 - Legal Application 2 

Application 3 

 4 
 5 

ONTARIO ENERGY BOARD 6 

          EB-2015-0110 7 

 8 

IN THE MATTER OF the Ontario Energy Board Act, 1998, 9 

 10 

AND IN THE MATTER OF an Application by Wellington North Power Inc., for an 11 

Order or Orders approving just and reasonable rates for the distribution of electricity 12 

to be implemented as of May 1, 2016. 13 

 14 

APPLICATION 15 

 16 

The Applicant is Wellington North Power Inc. (referred to in this application as the “Applicant”, 17 

the “Distributor”, the “Company”, “Wellington North Power” or “WNP”).  The company is 18 

incorporated pursuant to the Ontario Business Corporations Act, and licensed as Electricity 19 

Distributor under the Ontario Energy Board Act, 1998 (the “Act”).  20 

Wellington North Power Inc. holds Electricity Distribution Licence ED-2002-0511.  21 

The Applicant undertakes the business of distributing electricity within the former Town of Mount 22 

Forest, Village of Arthur and the Village of Holstein, servicing approximately 3694 residential 23 

and general service customers.  Wellington North Power’s head office is located at 290 Queen 24 

Street West, in the Township of Wellington North in the former town of Mount Forest  25 

Wellington North Power Inc. is applying to the Ontario Energy Board (the “Board” or the “OEB”) 26 

pursuant to Section 78 of the Ontario Energy Board Act, 1998 for approval of its proposed 27 

distribution rates and other charges, to be effective on May 1, 2016. 28 

The Applicant’s schedule of Tariff of Rates and Charges proposed in this Application are 29 

identified in Exhibit 8. 30 
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Wellington North Power Inc. requests a written hearing to address any questions raised by 1 

Board Staff and other interested parties regarding this 2016 Cost of Service Rate Application. 2 

The Applicant submits the proposed distribution rates contained in this Application are just and 3 

reasonable on the following grounds:  4 

(i) Wellington North Power Inc. is applying for electricity distribution rates in 5 

accordance with the Board’s “Filing Requirements for Electricity Distribution Rate 6 

Applications – 2015 Edition for 2016 Rate Applications - Chapter 2: Cost of 7 

Service”, issued July 16, 2015; 8 

 9 

(ii) Wellington North Power Inc. has filed its Distribution System Plan in conjunction 10 

with its 2016 Cost of Service rate application.  The Applicant’s Distribution 11 

System Plan has been filed in accordance with the Board’s “Filing Requirements 12 

for Electricity Transmission and Distribution Applications - Chapter 5: 13 

Consolidated Distribution System Plan Filing Requirements”, issued March 28, 14 

2013; 15 

 16 

(iii) In order for Wellington North Power Inc. to maintain a safe, reliable and efficient 17 

electricity distribution infrastructure at a comparative cost of service rate, there is 18 

some impact to all customer classes serviced by the LDC. Wellington North 19 

Power Inc. believes that costs have been proportionally and equitably distributed 20 

across the customer classes. 21 

(Further information can be found in Exhibit 9 and in the Cost Allocation 22 

informational filing submitted by Wellington North Power Inc. with this application 23 

in Exhibit 8); 24 

 25 

(iv) Other grounds as may be set out in the material accompanying this Application 26 

Summary. 27 

 28 

Wellington North Power Inc. applies for an Order or Orders approving the proposed distribution 29 

rates and other charges set out in this Application to be effective May 1, 2016 or as soon as 30 

possible thereafter. The Applicant submits these rates and charges are just and reasonable 31 
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pursuant to section 78 of the Ontario Energy Board Act, 1998 being Schedule B to the Energy 1 

Competition Act, 1998, S.O. 1998, c.15,  2 

The address of service for the Applicant is:  3 

Wellington North Power Inc.,  4 

290 Queen Street West, PO Box 359  5 

Mount Forest, ON N0G 2L0  6 

 7 

I, Richard Bucknall, certify that the evidence provide in Wellington North Power Inc.’s 2016 Cost 8 

of Service rate application (EB-2015-0110) is accurate, consistent and complete. 9 

 10 

DATED: At the Township of Wellington North, in the County of Wellington in the Province of 11 

Ontario, this 30th day of October, 2015.  12 

 13 

Wellington North Power Inc. 14 

Richard Bucknall 15 

Chief Administrative Officer 16 

  17 
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Ex.1/Tab 2/Sch.2 – Contact Information 1 

Application contact information is as follows: 2 

 3 

Main Contact: Richard Bucknall – Chief Administrative Officer 4 

 Wellington North Power Inc. 5 

 290 Queen St W, Mount Forest, ON, N0G 2L0 6 

 Telephone: 1-519-323-1710 7 

 E-mail: rbucknall@wellingtonnorthpower.com 8 

 9 

Alternative Contact:  Raymond Petersen – Finance and Regulatory Supervisor 10 

  Wellington North Power Inc. 11 

  290 Queen St W, Mount Forest, ON, N0G 2L0 12 

  Telephone: 1-519-323-1710 13 

  E-mail: rpetersen@wellingtonnorthpower.com 14 

 15 

Applicant’s Legal Advisor: James Sidlofsky, Partner Borden Ladner Gervais LLP 16 

Scotia Plaza, 40 King Street West, 17 

Toronto, ON, M5H 3Y4 18 

Phone: 416-367-6277 19 

  20 

mailto:rbucknall@wellingtonnorthpower.com
mailto:rpetersen@wellingtonnorthpower.com
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Ex.1/Tab 2/Sch.3 – Confirmation of Internet Address 1 

Wellington North Power Inc.’s website address is: www.wellingtonnorthpower.com 2 

  3 
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Ex.1/Tab 2/Sch.4 – Statement of Publication 1 

All of Wellington North Power Inc.’s customers may be affected by this application. 2 

Upon receiving the Letter of Direction and the Notice of Application and Hearing from the Board, 3 

Wellington North Power Inc. will immediately arrange to have the Notice of Application and 4 

Hearing for this proceeding published in the local community not-paid-for newspaper which has 5 

the highest circulation in its service area namely; “The Wellington Advertiser”. 6 

Bill Impacts for Publication: 7 

The table below provides a list of the distribution charges bill impacts applicable to the typical 8 

usage of a Residential and General Service < 50 kW customer to be used for the publication 9 

notice. Bill impacts for all customer classes can be found at Exhibit 8/Tab 1/Sch.14. 10 

Table 1.1:  Bill Impact Summary for Publication 11 

 12 

Once the Notice of Application and Hearing has been published in the above listed newspapers, 13 

WNP will immediately file an Affidavit of Publication together with proof. 14 

  15 
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Ex.1/Tab 2/Sch.5 – Bill Impacts 1 

The 2016 distribution rates proposed by the Applicant will result in overall bill impacts for all 2 

WNP’s customer classes as detailed in Table:  1.12 below.  3 

 4 

Table:  1.12 – Bill Impacts 5 

 6 

Note: 7 

The above bill impacts are based upon the removal of the Ontario Clean Energy Benefit (OCEB) 8 

and Debt Retirement Charges (DRC) for Residential and General Service <50kW customers. 9 

The table below shows the bill impact relating to the Distribution Charge portion of the bill for 10 

Residential and General Service < 50 kW customers 11 

Table:  1.13 – Bill Impacts 12 

 13 

Further information pertaining to the causes of these bill impacts can be found in Exhibit 8 /Tab 14 

1 /Schedule 14. 15 

  16 
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Ex.1/Tab 2/Sch.6 - Statement as to the Form of Hearing Requested 1 

This Application is supported by written evidence. The written evidence will be pre-filed and may 2 

be amended from time to time, prior to the Board’s final decision on the Application. 3 

 4 

WNP requests that, pursuant to Section 34.01 of the Board’s Rules of Practice and Procedure, 5 

this proceeding be conducted by way of written hearing. 6 

  7 
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Ex.1/Tab 2/Sch.7 – List of Specific Approvals Requested 1 

In its 2016 Cost of Service Rate Application, Wellington North Power Inc. is requesting the 2 

following approvals: 3 

 4 

a) Approval to charge distribution rates effective May 1, 2016 to recover a Base Revenue 5 

requirement of $2,592,599. This includes revenue deficiency of $258,891 as detailed in 6 

Exhibit 6. The schedule of proposed rates is set out in Exhibit 8; 7 

b) Approval of the Applicant’s Distribution System Plan as included in Exhibit 2 and filed as a 8 

stand-alone document with this Application; 9 

c) Approval of revised Low Voltage Rates as proposed and described in Exhibit 8; 10 

d) Approval for an adjustment to the Retail Transmission Service Rates approved in the 11 

Applicant’s 2015 IRM application (EB-2014-0121) as detailed in Exhibit 8; 12 

e) Approval to continue to charge Wholesale Market and Rural Rate Protection charges 13 

approved in The Board Decision and Order in the matter of WNPs 2015 distribution rates 14 

(EB-2014-0121) detailed in Exhibit 8; 15 

f) Approval to continue the specific Service Charges (with the exception of the MicroFIT 16 

monthly Service charge) and Transformer Allowance approved in the Board Decision and 17 

Order in the matter of WNP’s 2015 distribution rates (EB-2014- 0121) as detailed in Exhibit 18 

8; 19 

g) Approval to adjust MicroFIT monthly service charge from $5.40 to $10.00 as detailed in 20 

Exhibit 3; 21 

h) Approval of the proposed Loss Factor as detailed in Exhibit 8; 22 

i) Approval of the Rate Riders for a one year disposition of the Group 1 Deferral and Variance 23 

account balances as at December 31, 2014 along with the carrying charges projected to 24 

April 30, 2015 in accordance with the Report of the Board on Electricity Distributors’ Deferral 25 

and Variance Account Review Initiative (EDDVAR – July 31, 2009) as detailed in Exhibit 9; 26 

j) Approval of the Rate Riders for a one year disposition of the Group 2 Deferral and Variance 27 

account balances as at December 31, 2014 along with the carrying charges projected to 28 

April 30, 2015 in accordance with the Report of the Board on Electricity Distributors’ Deferral 29 

and Variance Account Review Initiative (EDDVAR – July 31, 2009) as detailed in Exhibit 9; 30 

k) Approval to revise the Smart Meter mid-range typical useful life from 15 years to 10 years as 31 

detailed in Exhibit 4 and the Applicant’s Distribution System Plan contained in Appendix 2a 32 

of Exhibit 2; 33 
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l) Approval of the Rate Riders for a one year disposition for the Loss Revenue Adjustment 1 

Mechanism variance account (“LRAMVA”) for lost revenue from 2011-2014 resulting from 2 

the 2011-2014 IESO (formally “OPA”) Conservation and Demand Management (“CDM”) 3 

programs as detailed in Exhibit 4; 4 

m) Approval to include assets relating to a new substation (built and energized in 2014) into the 5 

Applicant’s 2016 Rate Base as detailed in Exhibit 2; 6 

(As per the Applicant’s Incentive Rate Mechanism (IRM) application for 2014 distribution 7 

rates which included an Incremental Capital Module (ICM) for constructing and energizing 8 

the new substation (EB-2013-0178), the Decision and Order (March 20, 2014) noted: 9 

“The Board accepts Wellington North’s proposal to recover the resulting ICM 10 

revenue requirement through fixed and variable rate riders to be in effect until the 11 

issuance of the rate order arising from its next cost of service application”); 12 

n) Approval for recovery of the variance between the Incremental Capital Module (ICM) Rate 13 

Rider revenue collected in 2014 and 2014 rates versus the forecasted revenue projected in 14 

the Applicant’s 2014 IRM with ICM application (EB-2013-0178). This variance has been 15 

calculated as a ”true-up” as illustrated in Exhibit 2 and included in the EDDVAR model as 16 

detailed in Exhibit 9. (The resulting Rate Rider is included within the Group 2 Deferral and 17 

Variance account balances which the Applicant is seeking approval for a one year 18 

disposition as summarized in point (j) above.)   19 

o) Approval to construct and energize a new 2nd feeder line in 2016 and recover costs through 20 

electricity rates as detailed in the Applicant’s Distribution System Plan that has been filed 21 

with this application in Exhibit 2 (DSP Section 5.4.5.3.1 – “Second 44kV Feeder to Mount 22 

Forest”); and 23 

p) Approval of the Applicant’s Advanced Capital Module (ACM) to replace an aged substation 24 

and construct a new replacement substation in 2018, as detailed in the Applicant’s 25 

Distribution System Plan that has been filed with this application in Exhibit 2. (DSP Section 26 

5.4.5.3.1 – “MS3 Substation Re-build (2018) – Advanced Capital Module”) 27 

The Applicant is seeking approval of this ACM with appreciation that updated estimates and 28 

information will be provided in the Applicant’s IRM rate application in 2017 seeking approval 29 

for 2018 distribution rates. 30 

  31 
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Ex.1/Tab 2/Sch.8 - Proposed Issues List 1 

In establishing the overall appropriateness of the proposed rates, WNP anticipates that the 2 

following issues will be addressed by the Board and Interveners. 3 

 4 

General (Exhibit 1) - The reasonableness/suitability of: 5 

• The overall economic and business planning assumptions for the Test Year; 6 

• The reasonableness of the proposed revenue requirement of $258,891. 7 

 8 

Rate Base (Exhibit 2) - The reasonableness/suitability of: 9 

• The Distribution System Plan; 10 

• WNP’s asset planning assumptions and capital planning process; 11 

• The overall capital expenditures including two “special” projects planned  over the five-12 

year forecast horizon; 13 

• Acceptance of a “special project” to build a second 44kV feeder line to the service area 14 

of Mount Forest, with assistance by Hydro One Networks Inc., to address demand 15 

capacity constraints that in the near-term will limit economic growth and development; 16 

• Approval of an Advanced Capital Module to replace an aged and deteriorating 17 

substation in 2018;  18 

• The proposed Rate Base for the 2016 Test Year; 19 

• Inclusion of 1508 asset data at NBV into the Rate Base for the 2016 Test Year; 20 

• The proposal to adjust the typical useful life for Smart Meters based on failure rate 21 

evidence. 22 

 23 

Operating Revenues (Exhibit 3) - The reasonableness/suitability of: 24 

• The load forecast methodology including weather normalization; 25 

• The proposed customers/connections and load forecasts (both kWh and kW) for the test 26 

year; 27 

• The adjustment of CDM in the load forecast; 28 

• The proposed revenue offsets; 29 

• The proposal to adjust the Monthly Service Charge for MicroFIT customers. 30 

 31 

Operating Costs (Exhibit 4) - The reasonableness/suitability of: 32 

• The overall OM&A forecast for the 2016 Test Year;. 33 
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• The methodologies used to allocate costs; 1 

• The proposed level of depreciation/amortization expense for the Test Year; 2 

• The compensation costs and employee levels; 3 

• The test year forecast of PILs. 4 

 5 

Cost of Capital and Rate of Return (Exhibit 5) - The reasonableness/suitability of: 6 

• The proposed capital structure; 7 

• The cost of debt; 8 

• The proposed return on equity. 9 

 10 

Calculation of Revenue Deficiency (Exhibit 6) - The reasonableness/suitability of: 11 

• The calculation of Revenue Deficiency. 12 

 13 

Cost Allocation (Exhibit 7) - The reasonableness/suitability of: 14 

• The appropriateness of WNP’s cost allocation; 15 

• The proposed revenue-to-cost ratios. 16 

 17 

Rate Design (Exhibit 8) - The reasonableness/suitability of: 18 

• The customer charges and the fixed-variable splits for each class; 19 

• The proposed Retail Transmission Service Rates; 20 

• The proposed loss factors; 21 

• The proposed Low Voltage rates; 22 

• WNP’s proposed Tariff of Rates and Charges; 23 

 24 

Deferral and Variance Accounts (Exhibit 9) - The reasonableness/suitability of: 25 

 The account balances, cost allocation methodology and one-year disposition period. 26 

  27 
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Ex.1/Tab 2/Sch.9 - Statement of Deviation of Filing Requirements 1 

Except where specifically identified in the Application, WNP has adhered to Board’s filing 2 

documents listed below in preparing this application: 3 

 Chapter 2 of the Board’s “Filing Requirements for Electricity Distribution Rate Applications – 4 

2015 Edition for 2016 Rate Applications - Chapter 2: Cost of Service”, issued July 16, 2015; 5 

 The Board’s “Filing Requirements for Electricity Transmission and Distribution Applications - 6 

Chapter 5: Consolidated Distribution System Plan Filing Requirements”, issued March 28, 7 

2013; 8 

Furthermore, the excel version of the “2016 Cost of Service Checklist” is being filed in 9 

conjunction with this application.  10 

  11 
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Ex.1/Tab 2/Sch.10 – Changes in Methodologies 1 

The pro-forma projections for the 2016 Test Year were prepared in accordance with WNP’s 2 

usual process, with the following exceptions: 3 

 Rates for Distribution and Sales of Electricity are assumed to be constant for the entire 4 

calendar year; and 5 

 Amortization reflects the half-year rule for capital additions. 6 

  7 
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Ex.1/Tab 2/Sch.11 - Board Directive from Pervious Decisions 1 

The Board did not issue specific directives in previous decisions.  2 

  3 
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Ex.1/Tab 2/Sch.12 - Conditions of Service 1 

WNP’s Conditions of Services are found at http://www.wellingtonnorthpower.com/ 2 

 3 

WNP updated its Conditions of Service in 2014 to ensure consistency with Board Regulations 4 

and Codes. The revised document was been made available to the public for review with a 5 

notice being published in a newspaper and a message within customer’s monthly bills. No 6 

comments have been received from any member of the public to the utility. The Board was 7 

notified by letter dated December 17
th
 2014 advising that Conditions of Service had been 8 

revised. 9 

  10 
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Ex.1/Tab 2/Sch.13 - Accounting Standards for Regulatory and Financial 1 

Reporting 2 

The useful lives proposed by WNP in this Application are consistent with the useful lives in the 3 

Kinectrics Report commissioned by the OEB dated July 8, 2010.  WNP accounting methodology 4 

changed in this regard took effect January 1, 2012 and was approved by the Board in the 5 

Applicant’s last Cost of Service rate application in 2012 (EB-2011-0249). 6 

WNP attests that it does not and will continue not to capitalize administration and other general 7 

overhead costs no longer permitted under IFRS, as clarified by the Board in its letter dated 8 

February 24, 2010.  WNP understands the need for comparability between distribution utilities.   9 

WNP has also adopted the various account changes prescribed by the Board in relation to the 10 

USoA (Article 210 – Chart of Accounts and Account 220 – Account Descriptions). 11 

Consistent with recent applications to the Board, WNP no longer includes PST in its OM&A cost 12 

estimates.   13 

Regulatory costs and the incremental one-time cost have been normalized by allocating one 14 

fifth of that total to the 2016 Test Year.    15 

WNP is not proposing other changes in methodology. 16 

  17 
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Ex.1/Tab 2/Sch.14- Accounting Treatment of Non-Utility Related Business 1 

WNP is engaged in the delivery of the IESO’s Conservation and Demand Management 2 

Programs. The accounting for these activities is segregated from WNP’s rate regulated activities 3 

in accordance with the Board’s Accounting Procedures Handbook for Electricity Distributors. 4 

  5 
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Ex.1/Tab 2/Sch.15 - Operating Environment 1 

WNP is incorporated under the Ontario Business Corporations Act, and is owned by the 2 

Shareholders of the Township of Wellington North and the Township of Southgate: 3 

 Commons Shares: Township of Wellington North  97% 4 

    Township of Southgate  3% 5 

 6 

WNP is managed by a Board of Directors appointed by the Township of Wellington North 7 

  8 
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Ex.1/Tab 2/Sch.16 - Corporate Organization 1 

WNP has thirteen (13) full-time employees (no part-time employees).  The organagram below 2 

illustrates the structure of the organization: 3 

Table:  1.14 – Corporate Structure 4 

 5 

 6 

  7 
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The accountabilities of the Chief Operating Officer include, but are not limited to the following: 1 

 Service reliability and safety of the utility’s electrical distribution system; 2 

 Capital project execution; 3 

 Budget forecasting (Capital); 4 

 Maintenance of distribution equipment; 5 

 Health & Safety compliance; 6 

 Industry compliance (ESA); 7 

 Energy Conservation planning and delivery; 8 

 Meter inspections, New services and New Connections; 9 

 Training and staff development of three linemen, one-lead-hand and an Operations 10 

Technician; 11 

 Asset management maintenance; 12 

 Implementation of the Distribution system plan. 13 

 Customer engagement and attendance at community events  14 

 15 

The accountabilities of the Chief Administrative Officer include, but are not limited to the 16 

following: 17 

 Regulatory Compliance with governing bodies including the OEB, IESO, Ministry of 18 

Energy and Ministry of Finance; 19 

 Financial obligations and adherence to accounting codes and ethics; 20 

 Budget reporting and budget forecasting (Operating);  21 

 Customer Service and handling with escalated issues and complaints; 22 

 Service quality measurement and continuous improvements; 23 

 Billing and Collections; 24 

 Settlement validation; 25 

 Data validation (meter and settlement); 26 

 Measurement, tracking and measurement of WNP’s Scorecard; 27 

 Customer engagement and attendance at community events  28 

  29 



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 1 – Administrative Documents 
Filed: October 2015 

 

PAGE 29 OF 230 

Executive Summary 1 

Ex.1/Tab3/Sch.1 - Proposed Revenue Requirement 2 

WNP proposes to recover through distribution rates a revenue requirement of $2,592,599. Table 3 

1.5 below shows a comparison of the 2012 Board Approved Revenue Requirement versus the 4 

2016 Test Year proposed Revenue Requirement.  5 

 6 

Table 1.5:  2016 Test Year Proposed Revenue Requirements 7 

 8 

The proposed revenue requirement for the 2016 Test Year is 17% higher than the 2012 Cost of 9 

Service approved Revenue Requirement (equating to an increase of 3.4% per year). The major 10 

contributors to the increased revenue requirements are: 11 

a) Increases in the OM&A expenses (as discussed in Exhibit 4); and 12 

b) Regulated Return on Capital which has increased by $105,619 between the 2012 Board 13 

Approved and 2016 Test Year ($570,249 - $464,630 ($191,420 + $273,210) = $105,619 14 

~ an increase of 23%). 15 

All of these drivers are explained in their respective Exhibits 16 

  17 
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Ex.1/Tab 3/Sch.2 - Budget and Accounting Assumptions 1 

WNP is a member of Cornerstone Hydro Electric Concepts Association Inc. (CHEC), a non-for-2 

profit organization consisting of similar sized and like-minded LDC’s that collaborate to tackle 3 

industry issues. WNP has reviewed the budget processes of other CHEC LDC’s and has 4 

adopted its own process as described below. 5 

 6 

WNP compiles budget information for the three major components of the budgeting process:  7 

a) Revenue forecasts;  8 

b) Operating, maintenance and administration (“OM&A”) expenses; and  9 

c) Capital costs under the RRFE categories: 10 

o System Access 11 

o System Renewal 12 

o System Service 13 

o General Plant 14 

 15 

WNP’s operating expenses (OpEx) and capital expenditure (CapEx) budgets are prepared 16 

annually by the Chief Administrate Officer (CAO) and Chief Operating Officer (COO). The 17 

CapEx and OpEx are reviewed at WNP’s Finance Committee meeting in October/November. If 18 

members of the Finance Committee accept the OpEx and CapEx budgets, there is a 19 

recommendation to take this matter to the next Board of Directors meeting for approval. At the 20 

November Board of Director’s meeting, the directors discuss the proposed CapEx and OpEx 21 

budgets and will approve it or reject it. (Any rejections lead to budget revisions which are 22 

presented at the next Board meeting for review and acceptance.) 23 

WNP’s OpEx and CapEx budgets are prepared before the start of each fiscal year, and in most 24 

circumstances, approved before the start of the year.  Once approved, the budgets do not 25 

change. At monthly Board meetings, actuals are presented to show progress against the 26 

budgets. If there is deviation against the plan, it is the responsibility of the CAO and/or COO to 27 

know why and to propose corrective action (where possible.) WNP’s Financial Committee meets 28 

quarterly and reviews the company’s financials and CapEx and OpEx budgets in detail. The 29 

CAO and COO meet each month with the Finance department to review budgets against latest 30 

actuals. 31 

 32 
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As part of the planning process for a rate application (IRM or Cost of Service), WNP prepares a 1 

revenue projection using most recent approved rates and actual consumption data from the last 2 

12 months. Other Operating Revenues are projected by looking at the last 12 months actuals. 3 

The OM&A costs presented at Exhibit 4 are the result of a business planning and work 4 

prioritization process that ensures that the most appropriate, cost effective solutions are put in 5 

place. The budgeting process used to determine the OM&A budget involves the following steps. 6 

 7 

1) Detailed expenses for the past 3 years are provided to the CAO and COO. Current year 8 

to date actual expenses are also provided. The COO and CAO are required to update 9 

current year forecast to aid in development of full year forecast estimates. 10 

2) Outside expenses for all department budgets are based on analysis including previous 11 

years actual information, current year forecast, known changes in external costs and 12 

anticipated changes in departmental activities or responsibilities in response to new 13 

legislation/regulations/industry activities; 14 

3) Variances in spending from prior years must be explained and documented, both at the 15 

time of creating forecast and on a monthly basis as actuals are compiled; 16 

4) The CAO and the Finance Department prepares a total labor budget by department 17 

using projected wage and benefit cost. Overtime costs are based on previous years 18 

actual. 19 

The CAO and the Finance Department collates all forecasted OM&A expenditures to compare 20 

the total projected expenditures and review year over year variances.  21 

The forecasted capital budget (CapEx) is influenced, among other factors, by WNP’s capacity to 22 

finance capital projects and the availability of internal resources to complete planned capital 23 

projects. All proposed capital projects are assessed within the framework of its capital planning 24 

process as outlined in WNP’s Distribution System Plan in Exhibit 2 (reference Appendix 2A – 25 

section 5.4.2: CapEx Planning Process Overview, page 107). Topics included in the budget 26 

process include: 27 

• Customer expectations such as new connections; 28 

• Customer Load Demand and forecasted growth; 29 

• Current Load Capacity; 30 

• System Renewal based on asset lifecycle optimisation; 31 

• Reliability such as load switching; 32 
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• ESA and Regulatory Requirements;  1 

• 3rd party requirements including infrastructure re-development  2 

The Distribution System Plan presented in Exhibit 2 (Appendix 2A) supports the capital and 3 

maintenance programs needed to maintain the reliability of WNP’s distribution system and meet 4 

the requirements of our customers. 5 

  6 
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Ex.1/Tab 3/Sch.3 - Load Forecast Summary 1 

The load forecast presented at Exhibit 3 a similar approach as was used in WNP’s last Cost of 2 

Service application (EB-2011-0249). WNP’s forecast is based on a regression model developed 3 

based on monthly wholesale purchased kWh from January 2005 to December 2014 as 4 

measured at the wholesale point of delivery (exclusive of losses; i.e., not loss adjusted). 5 

The methodology proposed in this application predicts wholesale consumption using a 6 

regression analysis that relates historical monthly wholesale kWh usage to monthly historical 7 

heating degree days and cooling degree days. The regression model also uses other variables 8 

which are tested to see their relationship and contribution to the fluctuating wholesale 9 

purchases. More detailed model statistics can be found at Exhibit 3, Tab 1 Schedule 2. 10 

The result of the regression analysis produces an equation that predicts the purchases based 11 

on the explanatory variables. This prediction model is then used as the basis to forecast the 12 

total level of weather normalized purchases for WDI for the 2015 Bridge Year and the 2016 Test 13 

Year, which is converted to Billed kWh by rate class. A detail explanation of the process is 14 

provided in Exhibit 3. 15 

Weather normalized values are determined by using the regression equation with a 10-year 16 

average monthly degree days (2005-2014). The 10-year average is consistent with recent 17 

years’ weather and has been used in other electricity distribution rate applications and has been 18 

accepted by the Board.  19 

The difference between non-normalized and normalized forecast is assumed to be the amount 20 

related to moving the forecast to a weather normal basis. This difference is assigned to those 21 

rate classes that are weather sensitive. Allocation to specific weather sensitive rate classes 22 

(Residential, General Service 50 and General Service 50-999kW) is based on WNP’s weather 23 

normalization work completed by Hydro One for WNP for its’ 2007 Cost Allocation Study. 24 

  25 
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The 2016 Load Forecast is presented below and compares the 2016 Test Year against the last 1 

(2012) Board approved Forecast: 2 

Table 1.6:  Load Forecast 3 

 4 

Notes 5 

a) The kWh and kW values in the above table are after CDM adjustment; and 6 

b) The customer and connections counts are end-of year actuals (not averages). 7 

Detailed explanations of the load forecast methodology, outcome and analysis can be found in 8 

Exhibit 3 of this Application. 9 

  10 
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Ex.1/Tab 3/Sch.4 - Rate Base and Capital Planning 1 

A rate base is the value of property on which a utility is permitted to earn a specified rate of 2 

return in accordance with rules set by the Board. The rate base underlying WNP’s revenue 3 

requirement includes a forecast of net fixed assets, plus a working capital allowance defined as 4 

7.5% of the sum of the cost of power and controllable expenses. Controllable expenses include 5 

operations and maintenance, billing and collecting and administration expenses. 6 

 7 

The proposed Rate Base for the 2016 test year of $9,523,835 reflects an increase of 8 

$2,034,517 from the 2012 Board Approved. The increase is predominately as a result of: 9 

 The inclusion at Net Book Value of $1,383,199 in assets transferred to the 2016 Test Year 10 

opening balance from account 1508.  These assets are related to the 2014 ICM approval to 11 

rebuild our MS-2 sub-station. Further details on the topic of the ICM project can also be 12 

found at Exhibit 2 / Tab 5 / Schedule 7. 13 

 The capital assets added in the Test Year, total $1,910,401, of which $1,269,062 is the 14 

projected Capital Contribution payment for the construction of the second line feeder to 15 

Mount Forest.  Another $480,000 of the remaining capital spending is budgeted to connect 16 

the new line into the existing distribution system. Details of these additions are discussed in 17 

WNP’s 2015 Distribution System Plan that has been filed as Appendix 2A of Exhibit 2. 18 

The above major investments indicate the prudent, reasonable and forward-looking investment 19 

in the distribution assets necessary to meet other regulatory requirements such as “obligation to 20 

connect” new growth and the need to maintain the highest electrical safety standards.  21 

 22 

Table 1.7 below shows the derivation of the proposed 2016 Test Year Rate Base and further 23 

details are included in Exhibit 2.  24 

Table 1.7:  Rate Base 25 

 26 
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The utility is not proposing to recover any costs from any rate class renewable energy 1 

connections/expansions, smart grid, and regional planning initiatives.  2 

 3 

Table 1.8 below summarizes the change in Working Capital Allowance for the 2016 Test Year 4 

from the Board Approved: 5 

Table 1.8:  Working Capital Allowance 6 

 7 

As described in the Distribution System Plan (“DSP”), WNP’s capital expenditures are modest 8 

and as a result there are few identifiable separate “projects” to be reported on and details of 9 

these capital expenses above the materiality threshold are presented in the DSP in Exhibit 2 10 

(Appendix 2) 11 

The table below summarizes WNP’s capital investment plan showing historic (actual) 12 

investment spent for the years 2011 to 2014; current year (2015) planned investment; and 13 

forecasted planned investment (2016-2020) grouped by the investment categories. 14 

  15 
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Table 1.9:  Capital Investment Overview – Historic, Current and Future 1 

 2 

The above table includes “special” projects (the shaded values in years 2014, 2016 and 2018).  3 

These special projects are: 4 

 2014 – In its 2013 Incentive Rate Mechanism (IRM) rate application seeking approval for 5 

2014 distribution rates, WNP included an Incremental Capital Module (ICM) requesting 6 

approval and recovery for building a new substation to replace an existing station that, in a 7 

3rd party assessment, had major deficiencies.  The ICM was approved as per Decision and 8 

Order EB-2013-0178 dated March 13th 2014. The LDC spent $1,433,955 on this ICM project 9 

that was energized and in-service in December 2014 (as planned).  10 

[Note: the total amount spent by the WNP was $1,673,955 of which $240,000 was already 11 

approved for substation investment  and included in LDC’s 2014 CapEx plan as per 2012 12 

Cost of Service rate application EB-2011-0249].   13 

 2016 – As discussed in this Distribution System Plan, WNP are seeking regulatory approval 14 

to recover construction costs through electricity distribution rates for building a 2nd feeder 15 

line to one of its service territories (the Town of Mount Forest). Currently, there is only one 16 

feeder to this area which is at its demand capacity and has been affected by reliability in 17 

recent years.  This project is in conjunction with Hydro One. 18 

 2018 – As discussed in this Distribution System Plan, WNP are seeking regulatory approval 19 

to recover construction costs through electricity distribution rates to replace a municipal 20 

substation due to age and deficiencies (as identified in a 3rd party assessment study). 21 

 22 

It should be noted that in preparing its capital investment plans and reviewing the needs for the 23 

“special” projects, WNP considers discretionary and non-discretionary spending (i.e. are there 24 

capital projects that can be shifted to another period or does the project need to be completed in 25 

that particular year.)   To that extent, WNP has prioritized its plans and where possible, for the 26 

years of 2016 and 2018 when “special” projects have been planned, has moved discretionary 27 

capital projects into other years.   28 

  29 
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The below table is taken from the Ontario Energy Board‘s “Filing Requirements for Electricity Transmission and Distribution Applications - 1 

Chapter 5 – Consolidated Distribution System Plan Filing Requirement” (March 28, 2013), table 2 page 18 and the LDC historical and planned 2 

Capital Expenditure.  3 

Table 1.10:  Capital Expenditure Summary 4 

 5 

 6 
Notes: 7 

a) Although it is not a requirement because the LDC has not filed a DSP, Wellington North Power Inc. has provided “previous plan” data. 8 

b) 2015: Actual includes costs as at 31st August 2015. 9 

c) The System Renewal Actual CapEx spend is currently higher than Plan (32.6%) due to a Capital Contribution project that to date has not 10 

been started. This is a developer project that is planned for completion within the year and has a planned capital contribution of $130,000 - 11 

this contribution will reduce the LDC's system renewal spend if it is started/completed within the year. 12 

d) 2015: System service includes a new SCADA system being installed and implemented at the LDC. This is due to be implemented in 13 

October 2015. 14 

e) 2015: General Plant includes the purchasing of a pick-up truck and necessary building renovation work - these investments account for 15 

$110,000 of planned CapEx spend and are due to be started and completed in Q4 of 2015. 16 

 17 
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Ex.1/Tab 3/Sch.5 - Overview of Operation Maintenance and Administrative 1 

Costs 2 

The operating costs consist of the required expenditures necessary to maintain and operate 3 

WNP’s distribution system assets, the costs associated with metering, billing, collecting from its 4 

customers, the costs associated with ensuring all stakeholders safety (public and employees) 5 

and costs to maintain the distribution business service quality and reliability standards set by the 6 

regulating bodies. 7 

In WNP’s last approved Cost of Service rate application requesting approval for 2012 8 

distribution rates (EB-2011-0249), prior to the settlement conference, the Applicant was seeking 9 

approval for $1,704,469 for OM&A expenses. Through the settlement process, this was reduced 10 

to $1,500,000 and approved by the Board. However, even though current rates include 11 

$1,500,000, WNP’s actual operating costs for 2013 and 2014 were $1,744,085 and $1,726,946 12 

respectively and the utility is projecting OM&A to be $1,750,000 in 2015. In WNP’s opinion, the 13 

operating cost proposed in the utility’s 2012 application are more in-line with the actual costs 14 

rather than the amount that was settled and approved.  15 

Furthermore, by way of this 2016 Cost of Service rate application, WNP is proposing an OM&A 16 

amount of $1,797,368 for the 2016 Test Year which, in the opinion of the Applicant, is a very 17 

reasonable request considering this represents a 5.5% increase over the amount requested in 18 

the 2012 application. Over the four year period from 2012 to 2016, the annual simple average 19 

increase is 1.4% which is less than the Board’s annual inflation rate over the same period (i.e. 20 

the percentage change in GDP-IPI). 21 

 22 

The increase of approximately $297,368 in OM&A spending from its 2012 Cost of Service to the 23 

2016 Test Year can be attributed to three main factors: 24 

 Working Agreement - One of the main cost drivers is the increase in labour costs per 25 

year incurred as part of WNP’s Employee Working Agreement. WNP’s Employee 26 

Working Agreement is reviewed every three years. The current agreement is effective 27 

from January 1st 2014 to 31st December 2016 and includes a 2.5% increase in salary 28 

costs due to inflation.  29 

 30 
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 2015 Organizational Restructure and CEO Retirement - In 2015, WNP had an 1 

organizational restructure due to the imminent retiring of the CEO / President. WNP 2 

Board of Directors believed that this was an opportunity to promote from within the 3 

company and restructure rather than hiring an external person to replace the CEO / 4 

President.  This restructure resulted in changes in employees’ responsibilities and a 5 

review of pay grades. Job descriptions were revised to reflect accountabilities and 6 

responsibilities of each position within the restructure.   7 

 8 

 Change in Regulatory Costs - WNP has experienced an increase in regulatory costs, 9 

particularly when preparing and submitting complex and detailed rate applications (i.e. in 10 

2011 & 2012 for a Cost of Service submission (EB-2011-0249); in 2013 & 2014 for an 11 

Incentive Rate Mechanism application with an Incremental Capital Module (EB-2013-12 

0178); and in 2015 & 2016 Cost of Service application – EB-2015-0110)). 13 

The table below illustrates the variance between OM&A spending from its 2012 Cost of Service 14 

to the 2016 Test Year: 15 

Table 1.11:  Summary of Recoverable OM&A Expenses 16 

 17 

WNP has provided a concise summary of year over year OM&A variances in Exhibit 4 of this 18 

Application. 19 

  20 
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Ex.1/Tab 3/Sch.6 - Statement of Cost of Capital Parameters 1 

WNP has followed the Report of the Board on Cost of Capital for Ontario’s Regulated Utilities, 2 

December 11, 2009 in determining the cost of capital. 3 

 4 

In calculating the cost of capital, [Utility Name] has used the deemed capital structure of 56% 5 

long-term debt, 4% short-term debt, and 40% equity, and the Cost of Capital parameters in the 6 

OEB letter of October 15, 2015, for the allowed return on equity and where appropriate for debt.  7 

 8 

[Utility Name]’s cost of capital for 2015 has been calculated as 5.99%, as shown in Table 1.9 9 

below: 10 

Table:  1.12 – Overview of Capital Structure 11 

Particulars Cost Rate 

 
(%) 

Debt  

Long-term Debt 4.01 

Short-term Debt 1.65 

Total Debt 4.35 

 
 

Equity  

Common Equity 9.19 

Preferred Shares 0.00 

Total Equity 9.19 

 
 

Total 5.99 

The Cost of Capital parameters are consistent with the letter issued by the OEB on October 15, 12 

2015 that sets the values as indicated below:  13 

Table 1.13:  2016 Rate Applications – Capital Parameters 14 

 15 

WNP understands that the OEB may update the ROE for 2016 at a later date, and therefore the 16 

utility commits to updating its Application to reflect the OEB’s updated Cost of Capital 17 

Parameters for May 1, 2016 applications and as new information is issued. 18 

  19 
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Ex.1/Tab 3/Sch.7 - Overview of Cost Allocation and Rate Design 1 

The main objectives of a Cost Allocation study is to provide information on any apparent cross-2 

subsidization among a distributor’s rate classifications and to eventually be used in future rate 3 

applications.  4 

WNP has prepared and is filling a cost allocation information filing consistent with the utility’s 5 

understanding of the Directions, the Guidelines, the Model and the Instructions issued by the 6 

Board in November of 2006 and all subsequent updates.  7 

WNP has prepared a Cost Allocation Study for the 2016 Test Year based on an allocation of the 8 

2016 Test Year costs (i.e. the 2016 forecast revenue requirement) to the various customer 9 

classes using allocators that are based on the forecast class loads (kW and kWh), by class and 10 

by customer counts.  11 

WNP has used the updated Board-approved Cost Allocation Model and followed the instructions 12 

and guidelines issued by the Board to enter the 2016 data into this model. 13 

Using the Cost Allocation model, four customer classes’ revenue to cost ratios (General Service 14 

50-999kW, Unmetered Scattered Load, Sentinel Lighting and Street Lighting) were beyond the 15 

Board range. For these classes, WNP has applied the same methodology as used in the 16 

Applicant’s 2012 Cost of Service rate application (EB-2011-0249) for adjusting revenue-to-cost 17 

ratio to be within the Board’s expected tolerance. 18 

Table 1.14 below shows the utility’s proposed Revenue to Cost reallocation based on an 19 

analysis of the proposed results from the Cost Allocation Study vs the Board imposed floor and 20 

ceiling ranges. 21 

Table 1.14:  Proposed Revenue to Cost Allocation 22 

 23 
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Distribution revenue is derived through a combination of fixed monthly charges and volumetric 1 

charges based either on consumption (kWh’s) or demand (kW’s).  2 

Revenues are collected from 7 customer classes: 3 

 Residential; 4 

 General Service < 50 kW; 5 

 General Service 50 - 999 kW; 6 

 General Service 1000-4999kW; 7 

 Sentinel Lighting; 8 

 Unmetered Scattered Load; and 9 

 Street Lighting. 10 

Fixed rate revenue is determined by applying the current fixed monthly charge to the number of 11 

customers or connections in each of the customer classes. 12 

Variable rate revenue is based on a volumetric rate applied to meter readings for consumption 13 

or demand volume. 14 

Existing volumetric rates include a component to recover allowances for Transformer ownership 15 

(Transformer Allowance). 16 

Commodity Charges as well as deferral and variance Rate Riders and WNP’s specific other rate 17 

Adders (such as Lost Revenue Adjustment Mechanism – LRAM) are added to the distribution 18 

rates to arrive at a final all-encompassing bill. 19 

WNP has incorporated the Fixed Rate design changes for Residential customer class as set out 20 

in the Board’s paper “Implementing a New Rate Design for Electricity Distributors” (EB-2012-21 

0410) released July 16th 2015. Using the residential consumption at the 10th percentile and 22 

applying the proposed 2016 Test Year rates the total bill was below the Board’s 10% threshold. 23 

WNP is not proposing any rate mitigation plans and is discussed further in Exhibit 8 24 

  25 
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Ex.1/Tab 3/Sch.8 - Overview of Deferral and Variance Account Disposition 1 

In this rate application, WNP is proposing to dispose of all its Deferral / Variance account 2 

balances. 3 

 4 

WNP proposes to dispose of a debit of $22,445 relating to Group 1 Variance/Deferral Accounts. 5 

This debit balance includes carrying charges up to and including April 30, 2016.  6 

WNP proposes to dispose of a debit of $153,328 relating to account 1589 RSVA – Global 7 

Adjustments. This debit balance includes carrying charges up to and including April 30, 2016.  8 

WNP proposes to dispose of a debit of $51,217 relating to Group 2 Variance/Deferral Accounts 9 

which includes 1508 – Other Regulatory Assets – Sub Account. This 1508 – Other Regulatory 10 

Assets account balance relates to the Incremental Capital Module (ICM) Rate Rider variance 11 

between forecasted collected revenue and actual revenue collected from the Rate Rider (as 12 

discussed in Exhibit 2).  13 

This debit balance includes carrying charges up to and including April 30, 2016 14 

WNP also proposes to dispose of the following;  15 

• A net debit balance of $11,761 recorded in account 1568 being the Lost Revenue 16 

Adjustment Mechanism Variance Account, and  17 

 18 

All Group 1 and Group 2 DVA balances are proposed to be disposed of over a 1 year period. 19 

WNP has followed the OEB’s guidance as provided in the OEB’s Electricity Distributor’s 20 

Disposition of Variance Accounts Reporting Requirements Report. As of December 31, 2014, 21 

WNP recorded principal balances in the following Board-approved deferral and variance 22 

accounts. 23 

  24 
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The table below summarises the account balances (principal with interest charges applied to 1 

April 30th 2016) that WNP are seeking recovery of through this rate application: 2 

Table 1.15:  Account and Balances sought for disposition/recovery 3 

 
Account 

$ 

LV Variance Account 1550 82,075 

Smart Metering Entity Charge Variance Account 1551 2,209 

RSVA - Wholesale Market Service Charge 1580 (83,122) 

RSVA - Retail Transmission Network Charge 1584 (54,607) 

RSVA - Retail Transmission Connection Charge 1586 (39,663) 

RSVA - Power (excluding Global Adjustment) 1588 75,878 

RSVA - Global Adjustment 1589 153,328 

Disposition and Recovery/Refund of Regulatory Balances (2010) 1595 3,767 

Disposition and Recovery/Refund of Regulatory Balances (2011) 1595 0 

Disposition and Recovery/Refund of Regulatory Balances (2012) 1595 35.906 

Total of Group 1 Accounts (excluding 1589)   22,445 

  
 

Other Regulatory Assets - Sub-Account - Deferred IFRS Transition Costs 1508 49,011 

Other Regulatory Assets - Sub-Account - Other 
4
 1508 7,828 

Retail Cost Variance Account – Retail 1518 3,227 

Misc. Deferred Debits 1525 (5) 

Retail Cost Variance Account – STR 1548 3,918 

Smart Meter Capital-Recovery Offset Variance - Stranded Meter Costs 1555(1531) 6,567 

HST/OVAT 1592 (19,329) 

Total of Group 2 Accounts   51,217 

  
 

LRAM Variance Account  1568 11,761 

  
 

Total Group 1 &2 Balances Allocated to each class (excluding 1589) $73,662 

Total Balance Allocated to each class from Account 1589 $153,328 

  
 

Accounting Changes Under CGAAP Balance + Return Component 1576 0 

Total Balance Allocated to each class for Accounts 1575 and 1576 
 

$0 

  4 
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 1 

Ex.1/Tab 3/Sch.9 - Overview of Bill Impacts 2 

A summary of the bill impacts by class is presented below. Detailed explanations of the bill 3 

impacts are presented at Exhibit 8. 4 

Table 1.16:  Bill Impacts Summary – Comparing Current Rates and Proposed 2-016 Rates 5 

 6 

The above table shows the total bill impact before tax and demonstrates the effect of the 7 

proposed 2016 rates vary by customer class, ranging from a decrease of 0.49% for the Street 8 

Lights Class to increases of 9% for Unmetered Scattered Load.  9 

The Residential Class total bill impact is an increase 0.77%, approximately $1.10 per month. In 10 

calculating this change, the Ontario Clean Energy benefits (OCEB) 10% credit was removed 11 

from both the current bill and the proposed bill so as to give a like-for-like comparison. 12 

The percentage increases of 9% for Unmetered Scattered Lighting is exacerbated because of 13 

the relative small bill amount.   14 

For General Services <50kW and General Service 1000-4999kW, these increases are 15 

predominately due to the allocation of cost-to-revenues as derived from the Cost Allocation 16 

Model. This is discussed in Exhibit 7.  17 

All customer classes have seen an increase in their proposed RTSR (network and connection) 18 

rates. The RTSR rates are discussed in Exhibit 8 of this application. 19 

Finally, all customer classes have been impacted by the proposed increase of Low Voltage (LV) 20 

rates based on WNP’s forecast for the 2016 Test Year. As described in Exhibit 8, WNP has 21 
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noted rising LV charges incurred from Hydro One over the past three years, largely due to LV 1 

Rate Riders. Therefore, at the time of re-basing, the utility feels it is reasonable to adjust the LV 2 

rates charged to customers to reflect the charges incurred from Hydro One.  3 

In WNP’s opinion, the proposed rates for the 2016 Test Year are equitable, just and reasonable. 4 

The proposed 2016 Test Year revenue requirement is needed to remain in compliance with the 5 

utility’s regulatory bodies as well as meet its fulfill its mission statement to provide its customers 6 

with the most cost effective delivery of electricity safely, reliably and efficiently.  7 

  8 
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Applicant Overview 1 

Ex.1/Tab 4/Sch.1 – Applicant Overview 2 

Wellington North Power Inc.’s service territory is the urban areas of the former town of Mount 3 

Forest, the former village of Arthur and the former village of Holstein. 4 

The Township of Wellington North and the Township of Southgate are the Shareholders of the 5 

Corporation.  The Township of Wellington North is the primary holder, of 97% of the shares and 6 

the Township of Southgate holding 3% of the shares. 7 

The table below illustrates the scale of service area and assets managed by WNP 8 

Table 1.17:   Overview of WNP 9 

  10 

 2014 Supporting Information 

Maximum Monthly Peak 17,897 kW January 2014 

Service Area (sq. km) 14  

Kilometres of Line 86  
   
Total Customers  3,731  
   

Residential  3,213  

General Service <50kW 478  

General Service 50-999 kW 40  

General Service 1000-4999 kW 5  

   Unmetered Scattered Load (connections) 1  

Sentinel Lights (connections) 27  

Street Lighting (connections) 905  
   

Generation 301,047 kWh Generated energy during 2014 from: 
 18 MicroFIT accounts and; 
 1 FIT account 

Number of Substations (<50 kV) 6  

Wholesale Meter Points 3  

Poles 1841  

Primary Lines (km)   

   Overhead 72  

   Underground 14  

Transformers (units)   

   OH 518  

   UG 122  

44kV Switches Load Break 
 

6  



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 1 – Administrative Documents 
Filed: October 2015 

 

PAGE 49 OF 230 

(WNP) is an embedded distributor within Hydro One’s service territory and is connected under 1 

115kV, from two of Hydro Ones Transmissions Station feeders: 2 

 3 

WNP is a registered Market Participant, dealing directly with the Independent Electricity System 4 

Operator (IESO) for the electricity which is passed through our distribution system to 5 

consumers. 6 

As an embedded utility, WNP is billed monthly by Hydro One for all Transmission related 7 

charges including Low Voltage.  Transmission and Low Voltages charges are passed through to 8 

WNP’s customers.   9 

WNP’s service area consists of 44kV, 8kV, and 4kV high voltage systems.   10 

WNP has two Hydro One 44kV feeders serving its distribution territory. WNP owns and operates 11 

the electricity distribution system in its licensed service area including parts of the Township of 12 

Wellington North and the Township of Southgate, serving approximately 4,500 Residential, 13 

General Service, Street Lighting, Sentinel Light and Unmetered Scattered Load 14 

customers/connections. 15 

WNP’s distribution assets include: 16 

 Four municipal distribution stations that steps voltage from 44kV to 4kV for distribution 17 

within the town of Mount Forest; 18 

 Two municipal distribution stations that steps voltage from 44kV to 4kV for distribution 19 

within the village of Arthur, and; 20 

 Distribution assets supplied by a Hydro One shared distribution station which service our 21 

customer’s in the village of Holstein. 22 

WNP receives power from two Hydro One 44kV circuits, one from Fergus TS and one from 23 

Hanover TS.  These 44kV circuits are used to supply our distribution assets described above.  24 

Electricity is then distributed through WNP’s service area of 14 square kilometers through the 25 

company’s 72km of overhead conductors and 14km of underground cable. 26 

Transformer Substation 

Owner

Transformer 

Name

Community Served within Wellington 

North Power Service Territory

Hydro One Networks Inc. NA73 - Fergus TS Urban Area of Arthur

Hydro One Networks Inc. NA36 - Hanover TS Urban Areas of Holstein and Mount Forest
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The distribution voltage of 4kV is stepped down by approximately 640 transformers, both 1 

overhead and underground, to the service voltage provided to our customers.  WNP monitors its 2 

distribution system using a station monitoring system at its main office building at 290 Queen 3 

Street West in Mount Forest, ON. 4 

WNP owns and maintains approximately 3,736 meters installed on its customers’ premises for 5 

the purpose of measuring energy consumption of electricity for billing purposes.  Meters vary in 6 

type by customer and include meters capable of measuring kWh consumption, kW demand and 7 

kVA, as well as hourly interval data.  WNP completed the installation of all of its Residential and 8 

General Service <50kW Smart Meters by December 2010 as part of the Province of Ontario’s 9 

Smart Meter initiative. On June 25, 2008, Ontario Regulation 235/08 was filed by the Ontario 10 

Provincial Government giving WNP authorization to proceed with its first phase of Smart Meter 11 

installation.   12 

In managing its distribution system assets, WNP’s main objective is to optimize performance of 13 

the assets at a reasonable cost with due regard for system reliability, public and worker safety 14 

and customer service requirements. 15 

In addition to the capital needs of the network, WNP provides for maintenance planning for the 16 

assets.  WNP’s assets fall into two broad categories – distribution plant, which includes assets 17 

such as substation building, wires, overhead and underground electricity distribution 18 

infrastructure, transformers, meters and substations; and general plant which includes assets 19 

such as, office building and service centre, computer equipment and software.  General Plant 20 

also includes the company’s fleet of six vehicles and stores equipment. 21 

The following pages illustrate WNP service area maps 22 

 23 
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WNP Service Territory Map – Mount Forest 1 

 2 

  3 
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WNP Service Territory Map – Arthur 1 

 2 

  3 
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WNP Service Territory Map – Holstein 1 

 2 

 3 
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Ex.1/Tab 4/Sch.2 – Host /Embedded Distributor 1 

WNP is an embedded distributor who receives electricity at distribution level voltages from Hydro One 2 

Networks Inc.  WNP does not have any embedded distributors within its territory.  3 

  4 
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Ex.1/Tab 4/Sch.3 – Transmission or High Voltage Assets 1 

The Applicant does not have any transmission or high voltage assets deemed by the Board as 2 

distribution assets and as such are not seeking approvals from the Board in that regards. 3 

  4 
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Customer Engagement 1 

Ex.1/Tab 5/Sch.1 - Overview of Customer Engagement 2 

The Report of the Board, Renewed Regulatory Framework for Electricity Distributors: A Performance 3 

Based Approach (the “RRFE Report”) contemplates enhanced engagement between distributors and 4 

their customers to provide better alignment between distributor operational plans and customer needs 5 

and expectations. WNP always has, and always will, focus on its customers by striving to provide 6 

superior service to its customer base.  WNP is also becoming more customer-centric by investing in 7 

new capabilities, programs, and technologies that allow us to communicate more effectively and 8 

efficiently with our customers.  Some of our current initiatives to maintain or improve our level of 9 

customer engagement are as outlined over the next few pages. 10 

WNP has summarized its customer engagement activities in table 1.18 on the following page 11 

  12 
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Table 1.18 – OEB Appendix 2 – AC 1 

 2 

  3 
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Ex.1/Tab 5/Sch.2 - Customer Satisfaction Survey 1 

WNP incorporates customer feedback into its capital planning process. As a local small utility and with 2 

many of the employees and Board Directors of the company living in the service area, it means that 3 

customer concerns are communicated quite easily just by interaction. WNP prides itself in having an 4 

office that is open 5 days a week during business hours meaning that customers have access to LDC 5 

employees to answer questions or to raise concerns. 6 

WNP has been conducting surveys of their customer base over the last few years of years, with 7 

responses constantly indicating that customers are satisfied with the LDC’s service levels, capital 8 

spending program and reliability of the distribution system. Customers have also indicated that energy 9 

costs have an impact on their budget and that cost of energy is a concern.  The surveys conducted and 10 

customer engagement events that WNP have participated in include: 11 

a) CHEC (Cornerstone Hydro Electric Concepts Inc.) Joint Utilities Customer Satisfaction Survey 12 

utilizing the services of UtilityPULSE (June 2013); 13 

b) WNP Customer Satisfaction Survey utilizing the services of UtilityPULSE (June 2014); 14 

c) Public meetings in March 2015; 15 

d) General Service 1,000 – 4,999kW Survey (December 2014) 16 

e) Attendance at local community events – such as Homeshows and Spring / Fall fairs; 17 

f) Bill inserts and newspaper advertising promoting energy conservation tips and electrical 18 

awareness; 19 

g) Annual newspaper adverts informing consumers of projects completed by WNP during the year 20 

as well as planned projects; 21 

h) Social media postings promoting energy conservation tips and electrical awareness. 22 

In 2014, as part of the preparing for WNP’s 2016 Cost of Service rate application, the LDC 23 

commissioned UtilityPULSE to conduct a telephone satisfaction of its customers.  In this survey 966 24 

customers (residential and small businesses) were contacted and 366 interviews completed 25 

representing a response rate of 37% (providing a confidence level of 95% (+/- 5.1%).  (A summary of 26 

the survey results are included in Appendix 1A. 27 

Details of WNP’s 2014 Customer Satisfaction results was posted on the LDC’s website 28 

(http://www.wellingtonnorthpower.com/downloads/WNP_UtilityPULSE_Summary2014.pdf) and a 29 

summary was included as a bill insert in electricity bills issued in September 2014 thanking customers 30 

for sharing their opinion of their local hydro company.   31 

http://www.wellingtonnorthpower.com/downloads/WNP_UtilityPULSE_Summary2014.pdf
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The table below provides a comprehensive summary of the results of the 2014 Customer Satisfaction 1 

survey: 2 

Table 1.19:  2014 Customer Satisfaction Survey - Summary 3 

 Area Score 

1 Electricity bill payers who are “very or fairly” satisfied with Wellington North Power 91% 

2 Cost of electricity is reasonable when compared to other utilities 63% 

3 Proactive in communicating changes and issues affecting customers 84% 

4 Deals professionally with customers’ problems 90% 

5 Delivers on its service commitments to customers 89% 

6 Provides consistent and reliable electricity 93% 

7 Quickly handles and restores power 90% 

8 Makes electricity safety a top priority for employees and contractors 90% 

9 Operates a cost effective electricity system 78% 

10 Overall the utility provides excellent quality services 88% 

 4 

WNP reviewed the above information as a good indicator of how the company is being perceived by its 5 

customers. The LDC recognizes that there are areas for improvement, such as improving customer 6 

communication and engagement when planning distribution projects because WNP believes this 7 

activity will offer consumer awareness and diminish any negative perception towards the company not 8 

operating a cost-effective electricity system.  With this in mind, WNP organized two public meetings at 9 

public locations within the service territory in March 2015 with the objectives of: 10 

a) Presenting WNP’s Capital Expenditure projects planned for 2015 together with proposed 11 

investment plans for 2016 to 2020; 12 

b) Promoting energy conservation as well as tips and energy saving advice. 13 

Notices advertising the public meetings were placed in two local newspapers. Regrettably, there was 14 

no attendance at either meeting.  The LDC is disappointed with the response and is now exploring what 15 

other initiatives can be used to engage customers to gather input into WNP’s capital projects. 16 

  17 
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As part of the 2014 Customer Satisfaction survey, customers were also asked about WNP’s 1 

effectiveness during an unplanned outage.  The table below summarizes the results: 2 

Table 1.20 2014 Customer Satisfaction Survey 3 

 – WNP’s Effectiveness during an Unplanned Outage 4 

 Area Satisfaction 

Score 

1 Responding to questions 72% 

2 Providing a reason for the outage 71% 

3 Providing an estimate when the power was restored 72% 

4 Responding to the power outage 88% 

5 Restoring power quickly 91% 

6 Communicating updates periodically 71% 

7 Posting information to the website 35% 

8 Using media channels for providing updates 52% 

As an embedded distributor, in “Loss of Supply” unplanned outages, the LDC is reliant upon Hydro One 5 

to restore power upstream of the service area.  WNP acknowledges this and attempts to impart latest 6 

information that is made available by Hydro One. Where the loss of supply is on WNP’s distribution 7 

system, the Operations team provides periodic updates to Customer Service Representatives (CSRs) 8 

who can share information with customers.   9 

WNP acknowledge that its current website has a limited capability, with updates having to be loaded by 10 

a 3rd party. With this in mind, in Quarter 4 2015, the LDC is migrating to a new web hosting company 11 

and as part of the solution, the LDC will be able to post its own updates to its website – this will be real-12 

time information that the LDC currently posts on social media sites. With this project, it is envisaged 13 

that this will address the poor satisfaction score of 35% received during the 2014 Satisfaction Survey 14 

for “posting information to the website”. 15 

In Quarter 1 of 2015, WNP began posting communication messages to customers using social media 16 

(Facebook and Twitter). Messages include weather warnings, notice of planned outages, updates of 17 

restoration times during unplanned outages, energy saving tips, electrical safety awareness messages, 18 

invitations to events that WNP will be attending (e.g. Homeshows and Spring/Fall Fairs) and 19 

notifications that bills have been mailed. This has been implemented as a result of the feedback 20 

gathered from the 2014 Scorecard survey regarding use of media channels.  21 

 22 
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Included in the 2014 Customer Satisfaction survey, customers were also asked about priority 1 

investments and the table below summarizes the responses: 2 

Table 1.21:   2014 Customer Satisfaction Survey – Priority Investments 3 

 Area Satisfaction Score 

1 Investing more in the electricity grid to reduce the number of outages 65% 

2 Burying overhead wires 55% 

3 Developing a smart phone application 27% 

4 Maintaining and upgrading equipment 78% 

5 Providing sponsorships to local community causes 43% 

6 Making better use of social media 31% 

7 Providing more self-serve services on the website 28% 

8 Educating customers about energy conservation 73% 

9  Reducing the time needed to restore power 80% 

10 Invest more in tree trimming 59% 

WNP appreciates the feedback from its customers and with this information, has implemented or 4 

planned the following initiatives: 5 

a) Use of social media - in Quarter 1 of 2015, WNP began posting communication messages to 6 

customers using social media (Facebook and Twitter). In WNP’s 2015 Communications Plan, the 7 

LDC has recorded the messages that are shared with its customers and through what forms of 8 

media.  This is an evolving document, that throughout 2015, the LDC will update to reflect learnings. 9 

For example, the reviewing the 2011 Census statistics for one of the LDC’s service area, the urban 10 

area of Mount Forest, 33% of the population is over the age of 60; therefore using the social media 11 

as forms of communication may not be effective for all consumers. 12 

Table 1.22:  Age Demographics for Mount Forest (2011 Census data) 13 

 14 

 15 
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a. Self-service website - in March 2015, WNP launched “Customer Connect” which is an 1 

on-line portal where customers can view their historic electricity consumption as well as 2 

payment history.  Furthermore, in Quarter 4 2015, the LDC is migrating to a new web 3 

hosting company and as part of the solution, the LDC will be able to post its own 4 

updates to its website – this will be real-time information that the LDC currently posts on 5 

social media sites. 6 

b. Smart-phone application – the re-launched website planned for Quarter 4 2015 will be 7 

Smart-phone compatible. 8 

c. “Tree-trimming” – in April 2013 and December 2013, the LDC’s service territory was 9 

affected by major ice-storms causing extensive tree damage and power outages due to 10 

“Loss of Supply”.  Since 2012 to date, WNP has increased the amount of resources 11 

committed to line-clearing and vegetation control.  WNP adheres to the ESA 12 

requirements for tree trimming using EUSA utility best practices. WNP does not perform 13 

tree removals. Townships are notified if there is a concern with a particular tree and the 14 

Township is involved in any decision regarding tree removal.   15 

d. The planned CapEx initiatives planned for 2015 to 2020 include projects where cables 16 

will be buried underground as summarized below: 17 

Table 1.23:  Planned Underground Projects – 2015 to 2020 18 

 19 

 20 

e. Investing more to reduce the number of outages - in April 2013 and December 2013, the 21 

LDC’s service territory was affected by major ice-storms causing extensive tree damage 22 

and power outages due to “Loss of Supply”.  On April 12th 2013 a major ice-storm 23 

downed 44kV hydro poles to the north of WNP’s service territory and due to the this 24 

upstream loss of supply, the Town of Mount Forest (serviced by WNP) has a power 25 

outage lasting nearly 18 hours and negatively impacting the manufacturing and small 26 

business consumers as well as critical load customers in Mount Forest.  The outage 27 

further demonstrates the need for an alternate power supply to ensure critical loads 28 

(hospital, seniors housing complex and warming station) are maintained and switching 29 

options are available to transfer loads.  As contained in this Distribution System Plan, in 30 
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conjunction with Hydro One, WNP has proposed a solution to provide a 2nd feed to the 1 

Town of Mount Forest to address current load capacity constraints as well as reliability 2 

concerns – this is discussed in WNP’s Distribution System Plan in Exhibit 2 (Appendix 3 

2A - Section 5.4.5.3.1.) 4 

 5 

In Quarter 1 of 2015, the LDC surveyed its General Service 1,000 – 4,999 kW customers with the 6 

results illustrated in the table below: 7 
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General Service 1,000 -4,999 kW Customer Survey 1 

 2 
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WNP has five General Service 1,000 – 4,999 kW customers of which four completed the survey.  1 

From reviewing the responses, WNP has made the following observations: 2 

a) Customers are “very satisfied” with the service they receive from WNP; 3 

 4 

b) When there is a power outage, General Service 1,000 – 4,999 kW customers contact WNP 5 

with their preference being by telephone.  These customers have the Chief Operating 6 

Officer cell number and contact him directly even when there are momentarily power 7 

interruptions. This is very useful information to receive and aids WNP in decision-making – 8 

i.e. to perform line patrols across its service area and whether to contact Ontario Grid 9 

Control Centre (OGCC) to establish if there are upstream issues. 10 

 11 

c) Efficient at managing the electric system – 50% of customer did not comment on this 12 

question. In WNP’s opinion, there may be customer frustration with their local hydro 13 

company not being able to resolve a power outage problem expediently because it is as a 14 

result of an issue beyond the LDC’s service territory. During the April 2013 major ice storm, 15 

WNP is aware that the two General Service 1,000 – 4,999 kW customers operating in the 16 

Town of Mount Forest were affected by the 18 hour power outage and the LDC had no 17 

ability to switch load to another supply.  WNP, working with Hydro One has proposed a 2nd 18 

feeder to this area which is discussed in detail in WNP’s Distribution System Plan in Exhibit 19 

2 (Appendix 2A - Section 5.4.5.3.1). 20 

 21 

d) “Keeps it promises” and “Is a socially responsible company” both had mixed results with 2 22 

customers agreeing with these statements and 2 customers providing no comment.   23 

 24 

e) “Operates a cost-effective hydro system” also provided mixed results.  These customers 25 

incur the Global Adjustment element on their electricity accounts and WNP has explained 26 

that, although this represents a significant portion of their total bill, the LDC has not control 27 

over this charge.  All four customers respect this information yet feel frustrated with the 28 

inability to control or predict this fluctuating electricity component. WNP has worked with all 29 

its General Service 1,000 – 4,999 kW customers to undertake CDM programs to conserve 30 

energy and install energy demand savings devices. 31 

  32 
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f)  “Investing more in the electricity grid” – 75% of respondents rated this as a very high 1 

priority.  As mentioned above, these intensive energy users are affected by momentary 2 

power interruptions. WNP is aware that the two General Service 1,000 – 4,999 kW 3 

customers operating in the Town of Mount Forest were affected by the 18 hour power 4 

outage and the LDC had no ability to switch load to another supply.  WNP, working with 5 

Hydro One has proposed a 2nd feeder to this area which is discussed in detail in WNP’s 6 

Distribution System Plan in Exhibit 2 (Appendix 2A - Section 5.4.5.3.1). 7 

From the responses received, WNP has adapted its operating and capital plans to address the 8 

needs and expectations of its General Service 1,000 – 4,999 kW customers. 9 

  10 



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 1 – Administrative Documents 
Filed: October 2015 

 

PAGE 67 OF 230 

Ex.1/Tab 5/Sch.3 – Front Desk Support 1 

WNP maintains front desk support allowing the customer and the utility to interact on a direct 2 

basis. Social interaction is still one of the best ways to be in close contact with the customer.  3 

People love being heard and they like giving feedback, which is conveniently done when paying 4 

their electrical bill at the front counter of your local utility.   5 

 6 

With a front desk, information is exchanged regularly with every customer interaction.  Data 7 

gathered though these interactions can then be used to improve business outcomes.  In this 8 

sense, front desk staff becomes pivotal to the business and bridges the gap between the 9 

customer and other utility staff.  WNP plans on continuing its front desk operations as a form of 10 

customer engagement and to ensure expected customer service levels are maintained.  11 

  12 
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Ex.1/Tab 5/Sch.4 – Publications 1 

All of WNP’s customers receive a physical bill in the mail each month. WNP takes advantage of 2 

this opportunity to communicate additional information by bill inserts.  Many of these messages 3 

are coordinated with announcements from the OEB, IESO, and other agencies, and include 4 

information about retailers, rate changes, conservation and demand management programs, 5 

electrical safety awareness and references to our website. 6 

  7 
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Ex.1/Tab 5/Sch.5 –Advertisements 1 

WNP posts notices and announcements in local newspapers  For example, when customers are 2 

affected by planned outages across a wide area  (for instance on December 7th 2014, there was 3 

planned outage by Hydro One which affected the town of Mount Forest between 2am and 5pm. 4 

WNP published a newspaper notice advising customers of this outage.)  5 

  6 
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Ex.1/Tab 5/Sch.6 – Conservation and Demand Management 1 

Conservation and Demand Management (“CDM”) work conducted by WNP includes a number 2 

of initiatives that involves outreach to our customers. Reaching out to customers through CDM 3 

programs helps customers to better understand their local utility, while they become more 4 

knowledgeable about energy conservation.  WNP continues to participate in a number of 5 

community events to highlight CDM program offerings.  6 

 7 

In addition to the above, a number of customers have express the need for extra consultation 8 

and assistance with various CDM programs.  In response to this, utility staff makes direct 9 

contact with customers to assist them with their concerns and/or CDM program applications on 10 

an individual basis.  These efforts provide a communication channel to energy conscious 11 

customers so that the needs and desires of these customers are better understood and 12 

addressed.        13 

 14 

One extremely important CDM initiative that WNP has undertaken for the past several years is 15 

that of the Roving Energy Manager (REM) program.  CHEC Association Members, including 16 

WNP, currently share a REM across their respective distribution territories in order to make this 17 

position as cost effective as possible. Key areas of responsibility for the REM include performing 18 

site visits, assessing potential areas for energy savings, and providing written reports where 19 

required.  20 

 21 

The REM has been instrumental in assisting WNP with meeting its CDM goals and objectives, 22 

while engaging WNP’s, commercial, and industrial customers.  Under the REM program, a 23 

mutually beneficial relationship is created whereby the needs and wants of the utilities larger 24 

customers are satisfied through CDM offerings, while the REM becomes a significant resource 25 

of knowledge to the utility.  At the present time, WNP expects the REM program to continue into 26 

the foreseeable future.  27 

  28 
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Ex.1/Tab 5/Sch.7 – Community Involvement 1 

It is important to WNP and its Shareholders that its employees support and give back to their 2 

community, and as such the utility participates in several community projects and events (at no 3 

cost to ratepayers) such as:  4 

 Christmas Lights: WNP assists with wiring, set-up and removal of Christmas lights 5 

throughout the towns of Arthur, Holstein and Mount Forest; 6 

 ALS Ice Bucket challenge – the utility participated in this worthy cause; 7 

 Attendance at local community meetings and events. 8 

  9 
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Ex.1/Tab 5/Sch.8 – Social Services 1 

WNP provides support through partnerships with the province’s Low-income Energy Assistance 2 

Program (LEAP) program. This financial assistance program is designed to help low-income 3 

customers who have difficulty making their electricity bill payments.  4 

  5 
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Ex.1/Tab 5/Sch.9 – Other Engagement Activities 1 

Other Customer centric engagement activities Include: 2 

 Newsletters and  bill inserts; 3 

 Education – school programs promoting electrical safety in conjunction with the ESA; 4 

 Outage Notification – Planned  5 

 Website 6 

 Customer Connect – an-online portal enabling WNP customers to securely logon to their 7 

account to access consumption and payment history 8 

 Facebook and Twitter messaging advising of power restoration times during outages as 9 

well as promoting energy saving tips and TOU rates. 10 

  11 
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Financial Information 1 

Ex.1/Tab 6/Sch.1 - Historical Financial Statements 2 

Historical Audited Financial Statements have been included in the Appendix of this Exhibit 3 

The following attachments are presented in this next section.  4 

• Appendix 1B  Year ended 31 December, 2012 5 

• Appendix 1C  Year ended 31 December, 2012 6 

• Appendix 1D  Year ended 31 December, 2012 7 

  8 
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Ex.1/Tab 6/Sch.2 - Reconciliation between Financial Statements and 1 

Results Field 2 

A detailed reconciliation between the financial results shown in WNP annual RRR filings, 3 

Audited Financial Statements and with the regulatory financial results filed in the application is 4 

included in Appendix 1E for the years 29012, 2013 and 2014. 5 

  6 
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Ex.1/Tab 6/Sch.3 - Annual Report 1 

WNP does not publish an annual report to its Shareholders.  Financial statements are presented 2 

yearly to the Shareholder at an annual Shareholder meeting. 3 

  4 
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Ex.1/Tab 6/Sch.4 - Prospectus and Recent Debt/Share Issuance Update 1 

WNP does not issue debt or share nor do they publish any prospectus. 2 

  3 
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Ex.1/Tab 6/Sch.5 - Other Relevant Information 1 

The Applicant is not seeking any changes to its tax status in this application. 2 

 3 

Existing/Proposed Accounting Orders: 4 

The Account Standard (“AcSB”) deferred mandatory adoption of IFRS for qualifying rate 5 

regulated entities to January 1, 2016. However, per the Board’s letter of July 17, 2013, 6 

electricity distributors electing to remain on CGAAP were required to implement regulatory 7 

accounting changes for depreciation expenses and capitalization policies by January 1, 2013.  8 

WNP choose to implement the change in useful lives under CGAAP as of January 1, 2012 and 9 

included this in WNP’s 2012 Cost of Service rate application (EB-2011-0249). This application 10 

was approved by the Board as per Decision and Order September 20, 2012. 11 

WNP has prepared this 2016 Cost of Service rate application under MIFRS. 12 

 13 

Accounting Standards used in Application: 14 

In accordance with the Board’s Filing Requirements, WNP has provided information for 2012, 15 

2013, and 2014 Actual under CGAAP. The 2014 Actual, 2015 Bridge Year and 2016 Test Year 16 

have been provided under MIFRS.  17 

The only implication for WNP is the reallocation of Account 1995 Contributed Capital to Account 18 

2240 Deferred Revenue. There were no monetary impacts or revenue requirement impact from 19 

this change as provided in Appendix 2-Y, illustrated below. 20 

Table 1.24:  Impact of Transition to IFRS 21 

  22 
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Materiality Threshold 1 

Ex.1/Tab 7/Sch.1 - Materiality Threshold 2 

The Minimum Filing Requirements state that a distributor with a distribution revenue 3 

requirement of less than $10 million must use $50,000 as a materiality threshold. With a 4 

proposed base revenue requirement of $2,592,599, WNP has used this amount as a materiality 5 

threshold throughout this application. 6 

  7 
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Corporate Governance 1 

Ex.1/Tab 8/Sch.1 - Corporate Governance Structure 2 

WNP is incorporated under the Ontario Business Corporations Act, and is owned by the 3 

Shareholders of the Township of Wellington North and the Township of Southgate: 4 

  5 

Commons Shares: Township of Wellington North  97% 6 

    Township of Southgate  3% 7 

 8 

WNP is managed by a Board of Directors appointed by the Township of Wellington North. In 9 

May 2015, the majority shareholder carried a motion to appoint two new directors to WNP’s 10 

Board of Directors. Consequently, this increased the number of Board Directors from five to 11 

seven. 12 

 13 

The composite of the Board of Directors is: 14 

3 Directors - representatives of the Township of Wellington North 15 

1 Director - an employee of Wellington North Power Inc. 16 

3 Directors - independent and affiliated to neither the Township nor the utility 17 

This composite complies with the Affiliates Relationship Code (“ARC”) whereby at least 33% of 18 

the directors must remain independent from the Affiliate. 19 

Table 1.25:  Corporate Governance Structure 20 

 21 

  22 
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Ex.1/Tab 8/Sch.2 – Board of Directors 1 

WNP has 3 corporate independent board members, (meaning that they are not an employee or 2 

officer of the utility). This conforms to the Affiliate Relationship Code (“ARC”) whereby at least 3 

one-third of its directors must remain independent from Affiliate Boards. When a Board member 4 

is appointed, they sign an attestation acknowledging acceptance of the Code of Conduct which 5 

speaks to conflicts of interest as well as a Confidentiality Agreement. 6 

 7 

Open, frank and honest discussions are encouraged at all Board and Committee meetings. 8 

The Chief Operating Officer and/or Chief Administrative Officer provides the WNP’s Board with 9 

all the written reports, presentations, verbal and written responses to WNP’s Board enquires, 10 

that are crucial to the success of the corporate goals and objectives. These practices enable 11 

WNP’s Board of Directors appreciates the challenges and opportunities that confront the utility 12 

and assist the Board in making strategic decisions. 13 

 14 

The background of each [Utility Name] Board Member is as follows: 15 

1) Alan Rawlins (Chair)  - Appointed December 1st 2014, Director 16 

a. WNP Board Director from January 1st 2008 to November 30th 2014  17 

b. Attends WNP’s Finance Committee, Operations Committee and Organization, 18 

Personnel and Market Relations Committee meetings 19 

c. Retired Sales Manager and Estimating Manager 20 

d. Lions Club member and active participant 21 

e. An independent Director on WNP Board 22 

 23 

 24 

2) Andrew Lennox (Vice-Chair), Appointed December 1st 2014 25 

a. Attends WNP’s Finance Committee meetings 26 

b. Mayor of the Township of Wellington North 27 

c. Owner / Consultant for Greenleaf Strategy 28 

d. Owner of Lennox Farms 29 

e. Former Product Manager and Marketing Communications Manager 30 

f. Business Education and experience in management and business planning 31 

 32 

  33 
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3) David Commissiong, Appointed April 26th 2001 1 

a) Attends WNP’s Organization, Personnel and Market Relations Committee 2 

meetings 3 

b) Retired 4 

c) Former VP of Marketing & Sales at Ontario Hydro 5 

d) Former Brand Manager at GE Appliances 6 

e) Wealth of hydro and marketing experience combined with strategic planning 7 

and change management 8 

 9 

 10 

4) Mike Givens, Appointed May 11th 2015 11 

a) Chief Administrative Officer at Township of Wellington North 12 

b) Former Treasurer at the Township of Wellington North 13 

c) Former Director of Finance at the Township of Mapleton 14 

d) Wealth of knowledge regarding governance and experience in the public 15 

sector 16 

 17 

 18 

5) Gerald Shepetunko, Appointed June 5th 2012 19 

a) Attends WNP’s Finance Committee, Operations Committee meetings 20 

b) Retired 21 

c) Former Contracts Administrator at SPAR Aerospace Ltd 22 

d) Attends all local community events 23 

e) Extensive procurement and contract management background 24 

 25 

 26 

6) Daniel Yake, Appointed May 11th 2015 27 

a) Attends WNP’s Organization, Personnel and Market Relations Committee 28 

meetings 29 

b) Wastewater Operator & Mechanic at Ontario Clean Water Agency 30 

c) Municipal councillor since 1994 31 

d) Former Shipping & Receiver specialist 32 

e) Former press operator 33 

f) Leadership and people skills 34 
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7) Richard Bucknall, Appointed May 11th 2015 1 

a) Attends WNP’s Finance Committee, Operations Committee and 2 

Organization, Personnel and Market Relations Committee meetings 3 

b) CAO at Wellington North Power Inc. 4 

c) Former Regulatory and Office Manager at Wellington North Power Inc. 5 

d) Former Commercial Manager at RWE npower in UK 6 

e) Extensive European electricity knowledge 7 

  8 
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Ex.1/Tab 8/Sch.3 – Board Mandate 1 

WNP’s Board mandate is as per below: 2 

 3 

1. General Accountability: 4 
 5 

 The Board's primary duty is to supervise the management of the business and affairs of 6 

Wellington North Power Inc. (the "Company") and to protect the investment of the 7 

Shareholders by managing the exposure to inherent risks 8 

  9 

 The Board's oversight relationship with management and accountability to 10 

shareholder(s) is to be guided by the Company's Statement of Mission, Vision and 11 

Values. 12 

 Directors are expected to work with their fellow Directors to fulfill the mandates of the 13 

Board and the Committees of the Board. 14 

 15 

2. Specific Accountabilities 16 

 Each Director is expected to be familiar with the Shareholder Agreement and By-laws of 17 

the Company, Board Policies, the mandates of the Board and the mandates of the 18 

Committees of the Board on which the Director serves. 19 

 Each Director will be well-informed on the business and affairs of the Company and on 20 

the economic, regulatory and community environments in which the Company 21 

operates. 22 

 Each Director is expected to work cooperatively with his or her fellow Directors for the 23 

long term benefit of the Company, the shareholder(s) and to provide thoughtful and 24 

informed counsel to management. 25 

 Each Director is at all times expected to possess and demonstrate the highest levels of 26 

personal and professional integrity. 27 

 Each Director is expected to demonstrate his or her commitment to the Board and the 28 

Company, through preparation for and participation in meetings of the Board and 29 

Committees of the Board on which the Director sits, and to engage in full and frank 30 

discussions of all matters before the Board and those Committees. 31 

  32 
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Ex.1/Tab 8/Sch.4 – Board Meetings 1 

In 2014, the WNP Board of Directors had 11 regular meetings as well as one extra-ordinary 2 

meeting and 2 special meetings.  Extra-ordinary meetings are defined as gatherings for 3 

potential employee interviews and/or meetings with its shareholder.  Special meetings are 4 

defined as presentations from companies or individuals on various electrical subjects or 5 

EDA/MEARIE conferences. 6 

 7 

Table:  1.26 – Board Meeting Schedule 8 

 9 

The overall attendance of the WNP Board Members has been exemplary, at minimum, each 10 

Directors has attended 92% of the meetings in 2014 and 96% of the board meetings to date in 11 

2015.  12 

  13 
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Ex.1/Tab 8/Sch.5 – Orientation and Continuing Education 1 

WNP values best practices of corporate governance and strives to maintain and adopt policies 2 

to promote maximum effectiveness. The Board recognizes that a Director Orientation and 3 

Continuing Education Policy is an essential tool to that effect.   4 

 5 

The orientation and education process includes, but not limited to, the following information: 6 

 7 

Orientation: 8 

 Shareholder Directive and Confidentiality Agreement; 9 

 Board Governance Policies (including Board Roles, Board Charters and Work Plans); 10 

 Board Structure and Contacts; 11 

 Board Meeting Schedule; 12 

 Board Minutes (from previous year(s)); 13 

 Operating Bylaw / Corporate Policies / Corporate Background / Organizational Chart; 14 

 Strategic Plan / Sales & Marketing Plan; 15 

 Current Year Budget, Directors’ & Officers’ Insurance; 16 

 EDA publications; and 17 

 Health & Safety Orientation (building access/security, emergency evacuation, respect in 18 

the workplace (including Bill 168-workplace violence), privacy, accessible customer 19 

service 20 

 21 

Continuing Education: 22 

The Board is responsible for ensuring Directors are provided with continuing education 23 

opportunities. Each Director shall assess his/her development needs annually during the Board 24 

evaluation process and inform the Chairperson of the Board and Chief Executive Officer of 25 

his/her development requirements. Education and training is then scheduled based on the 26 

results of each assessment.  27 

 28 

Additionally, informal training occurs by way of exposure to the following: 29 

 Attendance at industry associated meetings such as EDA meetings and conferences. 30 

 Education in regulatory directives and rate-setting. 31 

  32 
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Ex.1/Tab 8/Sch.6 – Ethical Business Conduct 1 

The Board has adopted a Code of Conduct for Directors and Officers.  Each Director and Officer 2 

is required to read and sign the Code of Conduct annually.  A copy of the Code of Conduct is 3 

provided in Appendix 1E. 4 

 5 

Potential conflicts of interest are declared and assessed at the outset of all Committee and 6 

Board meetings. 7 

  8 
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Ex.1/Tab 8/Sch.7 – Nomination of Directors 1 

When there is a vacancy (as a result of a resignation or a term-period expiring) a notice is 2 

posted in the regional newspaper seeking suitable candidates to apply. The applications are 3 

addressed to the CAO of the Township of Wellington North (the majority shareholder).  It is the 4 

duty of shareholder to interview and select suitable a candidate. The shareholder is appreciates 5 

WNP’s Board is composed of highly qualified and respected individuals who are knowledgeable 6 

with respect to the challenges facing them and whose commitment to the interests of the 7 

Corporation is beyond reproach.  Appointees are selected with this in mind.   8 

  9 
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Ex.1/Tab 8/Sch.8 – Board Committees 1 

The WNP Board Committees consist of the following: 2 

 3 

a) Operations Committee – meets every month to review capital investment plans, CapEx 4 

budgets versus actual, health and safety activities and  CDM activities; 5 

b) Finance Committee – meets each quarter to review WNP’s latest financials and study 6 

the CapEx and OpEx budgets versus actuals; 7 

c) Organization, Personnel and Market Relations Committee – meets each quarter to 8 

review strategic and tactical plans, communication plans and discuss HR matters. 9 

 10 

A copy of each Board Committee mandate is included in Appendix 1G of this Exhibit. 11 

  12 
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Letters of Comment 1 

Ex.1/Tab 9/Sch.1 - Letter of Comment 2 

WNP confirms that it does not have any letter of comments to at the time of the filing 3 

  4 
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Scorecard Evaluation 1 

Ex.1/Tab 10/Sch.1 – Scorecard Performance Evaluation 2 

Under the Renewed Regulatory Framework a distributor is expected to continuously improve its 3 

understanding of the needs and expectations of its customers and its delivery of services. 4 

WNP’s 2014 Scorecard can be found below. WNP is measured on four main categories: 5 

Customer Focus - Service Quality: 6 

Over the past five years WNP has exceeded all of the service quality measures including new 7 

services connected on time, scheduled appointments met, telephone calls answered within 30 8 

seconds, first contact resolution, billing accuracy and customer satisfaction. WNP attributes this 9 

success to its open door policy to its customers. Employees answer the telephone themselves 10 

with no automated phone system, and make personal arrangements for appointments. At the 11 

first point of contact, whether on the phone or in one of the two offices, customers are generally 12 

helped immediately with questions or issues. 13 

Customer Focus – Satisfaction Survey Results: 14 

Customer Satisfaction Survey is a new scorecard measure introduced by the Ontario Energy 15 

Board (OEB) for the 2014 scorecard.  Currently, there is no standardized definition and 16 

therefore this measure may differ from other utilities in the Province.  17 

In 2014, Wellington North Power Inc. engaged a third-party organization to conduct a customer 18 

satisfaction survey.  This statistical survey canvassed a number of key areas including power 19 

quality and reliability, price, billing and payments, communications, and the overall customer 20 

service experience.   21 

Wellington North Power Inc. considers this satisfaction survey to be useful tool for engagement 22 

to identify customer requirements with respect to the provision of electricity services as well as 23 

identifying areas that may require improvement.  For 2014, Wellington North Power Inc. 24 

received a rating of “A” on its customer satisfaction survey 25 

Operational Effectiveness: 26 

Annual audits conducted by the Electrical Safety Authority have reported that Wellington North 27 

Power Inc. was “C” - Compliant with Ontario Regulation 22/04 (Electrical Distribution Safety).  28 

This has been achieved and maintained by our resilient commitment to safety coupled with the 29 

adherence to company procedures & policies.  30 
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Wellington North Power Inc. will continue to construct and maintain the electrical distribution 1 

system in accordance with the safety standards set-out by the Ontario Regulation 22/04 code. 2 

 3 

The average number of hours that power to a customer is interrupted is a measure of system 4 

reliability or the ability of a system to perform its required function.  Wellington North Power Inc. 5 

considers the reliability of electrical service as a high priority for its customers and constantly 6 

monitors its distribution system for signs of reliability degradation.  Regularly maintenance of 7 

equipment is required to ensure the level of reliability is kept as high as possible.   8 

In 2014, Wellington North Power Inc. achieved 0.12 average hours of interrupted power which is 9 

within the range of its historical performance for interrupted power and is consistent with other 10 

measures over the five-year period between 2010 and 2014.  11 

The average number of times that power to a customer is interrupted is also a measure of 12 

system reliability and is also a high priority for Wellington North Power Inc.  As outlined above, 13 

the OEB also typically requires a utility to keep this measure within the rage of its historical 14 

performance and outside factors can also greatly impact this measure.  15 

In 2014, Wellington North Power Inc. experienced interrupted power 0.11 times, which is within 16 

the range of its historical performance for interrupted power and consistent with other measures 17 

over the five-year period between 2010 and 2014.   18 

 19 

WNP is submitting its Distribution System Plan with this rate application. 20 

 21 

Public Policy Responsiveness: 22 

Net Cumulative Energy Savings (Percent of target achieved) - Wellington North Power Inc.’s 23 

Energy Savings target was 4.52 GWh (4,520,000 kWh – equivalent to approximately 4% of 24 

annual energy consumption of all Wellington North Power Inc.’s customers in Arthur, Holstein 25 

and Mount Forest.)   26 

 27 

At the end of 2014, the actual kW Energy Savings achieved was 3.31 GWh (3,310,671 kWh) 28 

meaning that the utility met 73% of its set target.  Although the utility did not reach its sets 29 

target, Wellington North Power Inc. continued to forge good relationships with residential and 30 

small businesses.  This was achieved by leveraging the suite of OEB approved CDM programs 31 

primarily designed for the residential and small commercial classes of customers.   32 
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In 2015, a new CDM framework was mandated by the Ministry of Energy for the program period 1 

2015 – 2020.  Wellington North Power Inc. Energy Conservation Plan has been approved by the 2 

Independent Electricity System Operator – a copy of this plan is available on Wellington North 3 

Power Inc.’s website: http://www.wellingtonnorthpower.com 4 

 5 

In 2014, Wellington North Power Inc. received no new micro-embedded generation 6 

facility requests within its territory 7 

 8 

Financial Ratios: 9 

Wellington North Power Inc. achieved a ROE of 5.74% in 2014, which is just beyond the +/-3% 10 

range allowed by the Ontario Energy Board (see above paragraph) – a variance of 3.38% lower 11 

than the deemed ROE of 9.12%.   12 

The ROE over the past four years for Wellington North Power Inc. has continued to steadily 13 

increase each year.  In 2014, Wellington North Power Inc. incurred costs that were due to 14 

unplanned events, namely: 15 

a) 3rd party costs incurred in conducting a Customer Satisfaction Survey in 2014;  16 

b) Higher than forecasted annual regulatory rate application costs. (2014 Incentive Rate 17 

Mechanism application included an Incremental Capital Module for a replacement 18 

substation which required additional preparation time and incurred Intervenor costs);  19 

c) Advertising, recruitment and selection process costs  incurred to hire and train two new 20 

members of staff (these are not additional employees but filing vacancy positions as a result 21 

of two staff members leaving the company in 2014); 22 

d) Advertising costs, 3rd party consultant costs and hiring of a "new" Manager of Operations;  23 

e) Internal unplanned costs incurred in calculating, testing and implementing accounting (IFRS) 24 

changes in the company's Fixed Asset Module; 25 

f) 3rd party consultancy fees in reviewing account balances and providing staff training. 26 

  27 

http://www.wellingtonnorthpower.com/
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Wellington North Power Inc.’s 2014 Scorecard 1 

 2 

  3 
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Appendix 1 

List of Appendices 2 

Appendix 1A 2014 UtilityPULSE Survey  

Appendix 1B 2012 Audited Financial Statements 

Appendix 1C 2013 Audited Financial Statements 

Appendix 1D 2014 Audited Financial Statements 

Appendix 1E Reconciliation: RRR filings and Audited 

Financial Statements (2012-2014) 

Appendix 1F Discipline and Enforcement Policy 

Appendix 1G WNP Committee Mandates 
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Appendix 1A – 2014 UtilityPULSE Survey 1 
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