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Overview of Cost Trends 1 

Ex.4/Tab 1/Sch.1 - Overview of Operating Expenses 2 

Operations, Maintenance and Administration (OM&A) expenses included in the calculation of 3 

Wellington North Power Inc.’s (WNP) revenue requirement are those determined to be 4 

reasonable in amount and necessary for and related to the provision of utility service or in some 5 

way a benefit to customers.  6 

In this Exhibit, the operating costs consist of the required expenditures necessary to maintain 7 

and operate WNP’s distribution system assets, the costs associated with metering, billing, 8 

collecting from its customers, the costs associated with ensuring all stakeholders safety (public 9 

and employees) and costs to maintain the distribution business service quality and reliability 10 

standards set by the regulating bodies. 11 

In WNP’s last approved Cost of Service rate application requesting approval for 2012 12 

distribution rates (EB-2011-0249), prior to the settlement conference, the Applicant was seeking 13 

approval for $1,704,469 for OM&A expenses. Through the settlement process, this was reduced 14 

to $1,500,000 and approved by the Board. However, even though current rates include 15 

$1,500,000, WNP’s actual operating costs for 2013 and 2014 were $1,744,085 and $1,726,946 16 

respectively and the utility is projecting OM&A to be $1,750,000 in 2015. In WNP’s opinion, the 17 

operating cost proposed in the utility’s 2012 application are more in-line with the actual costs 18 

rather than the amount that was settled and approved.  19 

Furthermore, by way of this 2016 Cost of Service rate application, WNP is proposing an OM&A 20 

amount of $1,797,368 for the 2016 Test Year which, in the opinion of the Applicant, is a very 21 

reasonable request considering this represents a 5.5% increase over the amount requested in 22 

the 2012 application. Over the four year period from 2012 to 2016, the annual simple average 23 

increase is 1.4% which is less than the Board’s annual inflation rate over the same period (i.e. 24 

the percentage change in GDP-IPI) 25 

  26 
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As shown in Table 4.1 below, WNP’s increase in OM&A spending from its 2012 Cost of Service 1 

to the 2016 Test Year is $297,368 or 19.8% over the last 4 years.  2 

Table 4.1:  2012 Board Approved vs. 2016 Test Year 

 

The majority of the increase can be attributed to the Operations costs (approx. $140,437). 3 

Operations costs include activities such as repairs, inspection, testing, cleaning and verification 4 

activities.    5 

Billing and Collecting shows an increase of $67,137 which is caused by the increase in labour 6 

and associated benefits costs as well as an increase in Bad Debt write-off amounts (approx. 7 

$8,000 more in 2014 compared to the balance included in the 2012 Board Approved).   8 

Administrative costs show an increase of $79,821. Administration costs are mainly driven by the 9 

increases in regulatory time and increased labour and associated benefit costs.  10 

The cost of living is based on an inflation rate of circa 2% per year, as published by the Bank of 11 

Canada - a well-known, reliable and widely used source in establishing inflation rates. WNP is a 12 

non-union organization and salaries are adjusted in accordance with the Employee Working 13 

Agreement which can be found at Appendix 4G. WNP’s Employee Working Agreement is 14 

reviewed and updated every three years.   15 

WNP’s employee count has remained fairly consistent; however the wage and benefit increases 16 

have been a contributing factor to increased costs.  WNP recognizes that their staff needs to be 17 

fairly compensated for the safe, reliable and efficient work that is preformed, along with the 18 

dedication and expertise.  WNP completed a third party independent review in Quarter 2 of 19 
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2015 and, based upon the findings, the staff salary increases are within the industry norm.  1 

OMERS contribution costs have increased from $82,800 in 2012 to $101,500 in 2015 Bridge 2 

Year.   3 

The tables below summarize the year-over-year changes in expenditures. 4 

Table 4.2:  2012 Board Approved vs. 2012 Actual  

 5 

As an outcome of WNP’s 2012 Cost of Service rate application, WNP was instructed to move 6 

the smart meter costs from 1556 account to the Billing and Collecting account. The 1556 Smart 7 

Meter account included the incurred expenses (e.g. labour) for the installation of Smart Meters. 8 

In WNP’s 2012 Cost of Service rate application (EB-2011-0249), the Applicant included the 9 

OEB’s Smart Meter model (“Smart Meter model v2.17”) which showed a balance of $105,542 as 10 

April 30th 2012. This entry accounts for $105,542 of the variance between 2012 Board Approved 11 

OM&A and 2012 Spend.   12 

Table 4.3:  2012 Actual vs. 2013 Actual  

 13 

There was a major ice storm in April 2013 that caused substantial damage and resulted in an 14 

18-hour power outage in the LDC’s service territory. Consequently, WNP incurred an unplanned 15 
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cost of over $11,000 for both outside and inside overtime labour costs and vehicle time to 1 

restore power, tidy-up tree debris, clear fallen tree limbs from power lines and extended office 2 

opening time to manage customer telephone calls from concerned customers. 3 

It was recognized in 2013 that there had been a reporting issue in regards to the burden in 2012, 4 

this was corrected in 2013 causing there to be an increase in the Administrative and General 5 

accounts. 6 

Table 4.4:  2013 Actual vs. 2014 Actual  

 7 

Between 2013 and 2014 there are no significant material variances. 8 

Table 4.5:  2014 Actual vs. 2015 Bridge Year  

 

In 2015, WNP started communication by social media rather than printing articles or adverts in 9 

the newspaper (including but not limited promoting electrical safety awareness). Consequently, 10 

it is anticipated that there will be a reduction in the expenses attributed to the Community 11 

Relations account compared to previous years. 12 

In 2015, one staff member was re-allocated from Administrative to Operations.  This will cause a 13 

movement in labour expenses from Administration to Operations. 14 
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Table 4.6:  2015 Bridge Year vs. 2016 Test Year 

 1 

Between the 2015 Bridge Year and the 2016 Test Year there are no significant material 2 

variances. 3 

  4 
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Summary and Cost Driver Tables 1 

Ex.4/Tab 2/Sch.1 - Cost Driver Tables 2 

OEB Appendix 2-JA below provides a summary of WNP’s Operations, Maintenance and 3 

Administrative (“OM&A”) costs as required by the OEB’s filing guidelines. 4 

Appendix 2-JA - Summary of Recoverable OM&A Expenses 5 

 6 

 7 

  8 
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Appendix 2-JA:  Summary of Recoverable OM&A Expenses 1 

 2 

In accordance with the OEB’s minimum filing requirements, OEB Appendix 2-JB, below, outlines 3 

the key drivers of OM&A costs over the 2012 to 2016 period.   4 

OEB Appendix 2-JB - Recoverable OM&A Cost Driver Table 5 

 6 

Cost Drivers over the Material Variance 7 

Working Agreement - One of the main cost drivers is the increase in labour costs per year 8 

incurred as part of WNP’s Employee Working Agreement. WNP’s Employee Working 9 

Agreement is reviewed every three years. The current agreement is effective from January 1st 10 

2014 to 31st December 2016 and includes a 2.5% increase in salary costs due to inflation.  11 



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 4 – Operating Expenses 
Filed: October 2015 

 

PAGE 10 OF 90 

 

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

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

believed that this was an opportunity to promote from within the company and restructure rather 3 

than hiring an external person to replace the CEO / President.  This restructure resulted in 4 

changes in employees’ responsibilities and a review of pay grades. Job descriptions were 5 

revised to reflect accountabilities and responsibilities of each position within the restructure.   6 

Change in Regulatory Costs -  WNP has experienced an increase in regulatory costs, 7 

particularly when preparing and submitting complex and detailed rate applications (i.e. in 2011 & 8 

2012 for a Cost of Service submission (EB-2011-0249); in 2013 & 2014 for an Incentive Rate 9 

Mechanism application with an Incremental Capital Module (EB-2013-0178); and in 2015 & 10 

2016 Cost of Service application – EB-2015-0110)). 11 

  12 
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Ex.4/Tab 2/Sch.2 - OM&A Variance Analysis 1 

 2 

The variance used to determine the OM&A accounts requiring analysis as described by the 3 

Board’s Filing Requirements is $50,000 for a distributor with a revenue less than or equal to $10 4 

million.  Although the materiality threshold is $50,000, WNP has provided explanations for 5 

variances that are greater than $25,000 because this will provide further clarity of the Applicants 6 

accounts.  Because annual wage increases are over $25,000 these are broken out by their 7 

effect on the different OM&A groupings. 8 

2012 Board Approved vs. 2012 Actual: 9 

Table 4.2:  2012 Board Approved vs. 2012 Actual  10 

  11 

*Note the above table, Administrative and General includes LEAP payment of $2,310 to WNP’s 12 

social agency LEAP Partners. 13 

As an outcome of WNP’s 2012 Cost of Service rate application, the utility was instructed to 14 

move the smart meter costs from 1556 account to the Billing and Collecting account. The 1556 15 

Smart Meter account included the incurred expenses (e.g. labour) for the installation of Smart 16 

Meters. In WNP’s 2012 Cost of Service rate application (EB-2011-0249), the Applicant included 17 

the OEB’s Smart Meter model (“Smart Meter model v2.17”) which showed a balance of 18 

$105,542 as April 30th 2012. WNP initially transferred a balance of $105,542 to Billing & 19 

Collecting causing a significant variance to this account when compared to previous years. 20 

Consequently, this amount was reallocated equally across the Operations, Maintenance and 21 

Billing & Collecting accounts at year-end.   22 

  23 
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2012 Actual vs. 2013 Actual: 1 

Table 4.3:  2012 Actual vs. 2013 Actual 2 

 3 

The material variances from the 2012 Actual to the 2013 Actual include: 4 

 Operations   Increase of $32,221 5 

o WNP Working Agreement 2013 annual increase was 3%; approx. $4,000 was 6 

attributed to Operations. 7 

o In 2013 WNP hired a Powerline Apprentice increasing labour costs when compared 8 

to the previous year. This fourth lineman was included in the 2012 Operations and 9 

Maintenance balances that were reviewed in WNP’s Cost of Service rate application 10 

(EB-2011-0249) with hiring to have occurred in Quarter 4 of 2012. The new lineman 11 

was hired in May 2013 following a recruitment and selection process. 12 

o There was an ice storm in April 2013 that caused power outages and extensive tree 13 

damage throughout WNP’s service area.  The cost of this storm, in terms of labour 14 

and overtime was over $11,000 with approximately $5,000 attributable to Operations.  15 

This was an uncontrollable cost. 16 

o In 2013 a new Operations Technician was hired by WNP. (The previous Technician 17 

left the company in December 2012.) The “new” Operations Technician’s labour rate 18 

was lower than that of his predecessor and his main focus was Operations.  19 

Therefore, there was a decrease in Maintenance and an increase in Operations. 20 

o 2013 WNP replaced some of its safety clothing and small safety tools at a cost of 21 

$7,500. 22 

 23 

 Maintenance   Decrease of $32,901 24 

o As mentioned above, in 2013 WNP hired a Powerline Apprentice increasing labour 25 

costs when compared to the previous year.  26 
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o A new Operations Technician was hired by WNP. (The previous Technician left the 1 

company in December 2012.) The “new” Operations Technician’s main focus was 2 

Operations.  Therefore, creating a decrease in Maintenance and an increase in 3 

Operations 4 

o WNP’s service area was affected by a major ice storm in April.  The cost of this 5 

storm was over $11,000 with approximately $4,200 attributed to Maintenance.  WNP 6 

encountered extra costs ensuring that all of its customers were safely connected to 7 

the system and patrolling powerlines to mitigate future issues.  This was an 8 

uncontrollable cost. 9 

o An invoice for 2014 services was incorrectly posted to 2013 (rather than being 10 

posted to 2014) which caused an overstatement of $11,500 in this account in this 11 

year. (this invoice is the annual fee for the Metering Automation Server.)   12 

 13 

 Billing & Collecting   14 

o  No material variance.  15 

 16 

 Community Relations   17 

o No material variance. 18 

 19 

 Administrative & General – Increase of $151,384 20 

o WNP Working Agreement 2013 annual increase was 3%; approx. $12,000 was 21 

attributed to Administrative & General.  22 

o Insurance costs have increased by $4,700 and this necessity is an uncontrollable 23 

item. 24 

o Consulting/Outside Services costs increased in 2013 by approximately $16,500. This 25 

was largely attributable to WNP switching to another vendor to support the utility’s 26 

financial software system. This change resulted in an increase in consulting/outside 27 

services costs to have the financial software system reviewed and updated to the 28 

latest standard. Approximately $9,000 was spent transferring to a new vendor. This 29 

was a one-time cost to move to a vendor that is reliable, knowledgeable, available, 30 

and that WNP trusts. 31 

o In April 2013 there was a major ice storm that passed through WNP’s territory 32 

causing substantial damage and an 18-hour power outage.  The cost of this storm 33 
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was over $11,000 with approximately $2,300 attributed to the Administrative & 1 

General account, mainly as overtime to keep the office open and telephones manned 2 

to handle calls from concerned customers. This was an uncontrollable cost for the 3 

utility. 4 

o The 2013 External Audit expense increased by $6,500 compared to 2012 because 5 

WNP conducted an interim financial audit as part of a transition to a new audit firm.  6 

o WNP sent its Board of Directors to two conferences in 2013 - the EDA Annual 7 

Meeting in March and the Georgian Bay District AGM Meeting in September.  More 8 

Board Directors attended these meetings in 2013 compared to 2012 resulting in an 9 

increase of $4,300 above the prior year.  WNP understands this is a controllable cost 10 

and because of this, has limited the number of Board Directors attending these 11 

meetings. 12 

o In 2013, WNP incurred costs from WNP’s 2012 Cost of Service (EB-2011-0249) 13 

application in the amount of $26,296.  $19,169 is associated with the amortized 14 

expenses incurred during the Cost of Service application (professional fees); and 15 

$7,126 was a corrected invoice from the OEB for the settlement conference held in 16 

August 2012. 17 

o The allocation of burden costs was set at an unrealistically low rate in 2013.  This 18 

resulted in large overhead costs that needed to be expensed at the end of the year.  19 

This resulting allotment of this expenditure disproportionally affected the 20 

Administrative & General accounts by about $24,000.  Because of this problem, 21 

WNP has now implemented a procedure, where the burden rate is reviewed 22 

quarterly to ensure it is reasonable.  This results in a commensurate drop in the 23 

expense in the following year. 24 

  25 
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2013 Actual vs. 2014 Actual: 1 

Table 4.4:  2013 Actual vs. 2014 Actual  

 

There are no material variances from the 2013 Actual to the 2014 Actual. 2 

 3 

2014 Actual vs. 2015 Bridge Year: 4 

Table 4.5:  2014 Actual vs. 2015 Bridge Year 

 

In 2015, WNP had an organizational restructure due to the imminent retiring of the CEO / 5 

President. WNP Board of Directors believed that this was an opportunity to promote from within 6 

the company and restructure rather than hiring an external person to replace the CEO / 7 

President.  This restructure resulted in changes in employees’ responsibilities and a review of 8 

pay grades. Job descriptions were revised to reflect accountabilities and responsibilities of each 9 

position within the restructure.  WNP hired a 3rd party consultant to assist WNP’s Board of 10 

Directors to review and benchmark the revised Job Descriptions as well as complete an equity 11 

review assessing all job positions within the company.  This report is included in Appendix 4G. 12 
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A new organizational structure was implemented on January 1st 2015 and new pay grades 1 

reflecting additional duties or responsibilities were also applied from January 1st 2015.  Below is 2 

the breakout of the restructure in terms of approx. costs by department. 3 

o Operations = $8,300 4 

o Maintenance = $2,700 5 

o Billing & Collecting = $10,500 6 

o Admin & General = $16,000 7 

However, it should be noted that even with these changes in the wages and associated benefits 8 

as a result of the restructure, there was a net decrease of $76,000 in the Administrative and 9 

General accounts.  This is because the CEO/President retired and the associated 10 

wages/benefits with this position were higher than the actual change in the employee costs from 11 

the organizational restructure. 12 

Exhibit 4 / Tab 3 / Schedule 3 provides further details regarding WNP’s organizational 13 

restructure in 2015 14 

The material variances from the 2014 Actual to the 2015 Bridge Year include: 15 

 Operations – Increase of $62,325 16 

o WNP Working Agreement 2015 annual increase was 2.5%; approx. $5,000 was 17 

attributed to Operations. 18 

o WNP’s Working Agreement 2015 annual increase was 2.5%; approximately $5,000 19 

was attributed to Operations. 20 

o As a consequence of WNP organizational restructure in 2015, the utility moved half 21 

of one its employees to Operations causing an increase in annual labour by approx. 22 

$25,000. This “additional” resource will support Operations with administrative duties 23 

including contacting a sample of customers who have received a service from WNP 24 

to measure their satisfaction. 25 

 26 

 Maintenance 27 

o No material variance. 28 
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 1 

 Billing & Collecting – Increase of $46,062 2 

o WNP Working Agreement 2015 annual increase was 2.5%; approx. $5,000 was 3 

attributed to Billing & Collecting. 4 

o The 2015 forecast includes an increase of $2,000 for annual Bad Debt write-off. 5 

o A movement in labour cost from General to Collecting was required due to an 6 

increase in chasing overdue accounts.  This continual collection activity contributes 7 

towards WNP minimizing its annual bad debt write-off amounts. 8 

 9 

 Community Relations  10 

o No material variance. 11 

 

 Administrative and General – Decrease of $81,843 12 

 When the CEO/President retired at the end of March 2015, there was an 13 

organizational restructure. As described above, WNP Board of Directors believed 14 

that this was an opportunity to promote from within the company and restructure 15 

rather than hiring an external person to replace the CEO / President.  This 16 

restructure resulted in changes in employees’ responsibilities and a review of pay 17 

grades. Job descriptions were revised to reflect accountabilities and responsibilities 18 

of each position within the restructure.  WNP hired a 3rd party consultant to assist 19 

WNP’s Board of Directors to review and benchmark the revised Job Descriptions as 20 

well as complete an equity review assessing all job positions within the company.  21 

(This report is included in Appendix 4G.)  However, it should be noted that even with 22 

these changes in the wages and associated benefits as a result of the restructure, 23 

there was a net decrease of $76,000 in the Administrative and General accounts.  24 

This is because the CEO/President retired and the associated wages/benefits with 25 

this position were higher than the actual change in the employee costs from the 26 

organizational restructure. 27 

o Due to the costs incurred in 2014 for training employees WNP will be limiting the 28 

number of training courses and conferences that will be attended this year. As a 29 

result, there is a reduction of $11,500 in 2015 when compared to 2014. WNP 30 

carefully considers the value and benefit of attending courses / conferences versus 31 

the costs incurred. 32 

o WNP is scrutinizing controllable costs in the consulting/professional services to 33 

ensure that 2015 spending is lower. 34 
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o WNP is expecting higher than normal costs in the regulatory accounts because of 1 

preparing and filing its 2016 Cost of Service rate application. 2 

o Insurance costs for property, buildings and vehicles have increased by $4,008 3 

compared to 2014. 4 

  5 
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2015 Bridge Year vs. 2016 Test Year: 1 

Table 4.6:  2015 Bridge Year vs. 2016 Test Year  

 

There are no material variances from the 2015 Bridge Year to the 2016 Test Year. 2 

  3 
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The OEB’s Appendix 2-L Recoverable OM&A Cost per Customer and per FTE calculates the 1 

cost per customer per full time employee. This information is shown in the table below and 2 

covers the 2012 to 2016 period: 3 

OEB Appendix 2-L – Recoverable OM&A Cost per Customer and per FTE 4 

 5 

As shown in the OEB appendix above, the OM&A costs per customer in the Test Year has 6 

increased since the 2012 Board Approved costs. The problem which the utility is faced with is 7 

that despite that fact that the number of customers in WNP is growing at steady rate of 8 

approximately less than 1% per year, investments in its customer service and investments in its 9 

infrastructure (repairs and maintenance) are still required.  10 

According to the OEB’s published 2014 Yearbook (Issued July 31st 2015), the total cost per 11 

customer provincial average was $339.  WNP’s total cost per customer average was $466.   12 

 13 

Total cost per customer is calculated as: 14 

=   Operating Expenses   15 

Total Number of Customers serviced by WNP 16 

 17 

  18 
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Although, WNP’s OM&A Cost per customer was above the provincial average for 2014, WNP’s 1 

cost reduced by 2% compared to the prior year of 2013, as illustrated in the table below. 2 

Table 4.7 – WNP’s 2014 OM&A and Customer Summary 3 

 4 

WNP has experienced increases in its OM&A costs required to deliver quality and reliable 5 

services to customers. Contributors to rising OM&A costs include: 6 

 Implementation of province-wide programs (i.e. Time of Use pricing and adoption of 7 

International Financial Reporting Standards);  8 

 Employee training and development to keep abreast of changes in the fields of 9 

regulatory, financial and operations; 10 

 Changes in wage and benefits costs for employees; and 11 

 Professional services to assist with complex rate applications submitted by WNP as well 12 

as conducting an independent review of account balances prior to a Cost of Service rate 13 

application submission. 14 

Unlike some LDCs in the province, WNP has not seen significant customer growth to share or 15 

absorb these costs.  Consequently, such events over a short-period of time have resulted in 16 

operating costs rising at a faster rate than customer growth. However, in WNP’s opinion over 17 

the last two years (2013 and 2014), initiatives and activities are planned and prioritized better 18 

than previously, with the objective of reducing the need to outsource to a 3rd party or incur over-19 

time costs to complete.  Part of this better planning process has contributed to the 2% OM&A 20 

cost per customer reduction seen in 2014. 21 
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 1 

The above table also illustrates WNPs customer base over the five year period of 2010 to 2014 2 

showing an average annual growth rate of 0.8%.  WNP has experienced and continues to see a 3 

steady growth in its residential customer numbers.  As per the Applicant’s Distribution System 4 

Plan (filed with this rate application), section 5.2.4.4 “Consultations with Municipal Planning 5 

Office” a report from Wellington County projects population growth up to the year 2031 to the 6 

area of Wellington North including the urban service areas managed by WNP.  With this in mind, 7 

WNP aims to plateau its OM&A costs and with steady customer growth, it is envisaged that 8 

future OM&A costs will continue to stabilize or decline. 9 

 10 

The table below summarizes WNP’s Projection for OM&A Cost per Customer for the Bridge 11 

Year (2015) and Test Year (2016): 12 

Table 4.8:  WNP’s 2 OM&A Cost per Customer Projections 13 

 14 

 15 

The above table assumes the customer numbers as derived from the Load Forecast 16 

methodology as described in Exhibit 3, showing a continued growth of 0.8% yearly.  On this 17 

basis, and also assuming approval of the OM&A forecasted budget for 2016 Test Year, WNP is 18 

projecting an OM&A cost per customer of $477 in the 2016 Test Year.  This increase equates to 19 

approx. 1.9% change compared to the 2015 Bridge Year and is below an assumed 2.0% 20 

inflation rate.   21 

 22 

  23 
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Program Delivery Costs with Variance Analysis 1 

Ex.4/Tab 3/Sch.1 - Program Description 2 

The following section describes programs which WNP is in the process of adopting. The 3 

categorization of USoA account/functions has been based on the RRFE categories, Customer 4 

Focus, Operational Effectiveness, Public Responsiveness and Miscellaneous. 5 

Program Overview 6 

WNP aims to meet or exceed the system maintenance and inspection requirements of the 7 

Ontario Energy Board’s Distribution System Code (DSC) in order to minimize subsequent repair 8 

and/or replacement costs. Section 4.4.1, of the DSC states: 9 

“A distributor shall maintain its distribution system in accordance with good utility practice and 10 

performance standards to ensure reliability and quality of electricity service, on both a short-11 

term and long-term basis.” 12 

The following OM&A programs are consistent with good utility practices.  13 

Customer Focus 14 

 Operational Effectiveness & Communication 15 

 Customer Service, Mailing Costs, Billing and Collections 16 

 Retailer Charges 17 

 Bad Debts 18 

 Monthly Billing 19 

 Service Locates 20 

Operational Effectiveness 21 

 Meters operations and maintenance  22 

 Distribution sub-stations and protection and control 23 

 Asset management 24 

 Overhead/Underground lines operations and maintenance 25 
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 Operations & engineering, Inspection drafting & design construction services 1 

 Distribution Transformers 2 

 Vegetation Management 3 

 Poles Towers & Fixtures 4 

 Health & Safety Costs 5 

 Executive, Financial, Legal, Professional and Insurance Services 6 

 Post-employment costs 7 

 Procurement and Materials Management 8 

 Office buildings & security costs 9 

 IT, software, telecommunications  10 

Public and Regulatory Responsiveness 11 

 Regulatory & Compliance 12 

 Industry Membership Fees 13 

 Metering Compliance  14 

Each program is discussed in detail over the following pages. 15 

  16 



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 4 – Operating Expenses 
Filed: October 2015 

 

PAGE 25 OF 90 

 

a) CUSTOMER FOCUS 1 

Operational Effectiveness & Communication 2 

The coordination of both internal and external communications strategies is central to 3 

supporting the company’s strategic plan, as well as key community, safety, customer and 4 

employee initiatives. More particularly, external strategies and plans help to support media 5 

relations, website development, the development of various collateral materials, and the 6 

integration of social media into the communications platform. All of these activities focus on 7 

enhancing public understanding of their local distributor and Ontario’s power system, as well as 8 

educating consumers on electrical safety, managing their electricity bill, creating a culture of 9 

conservation, CDM program delivery, and activities that directly support community initiatives. 10 

For WNP this means a commitment to provide relevant and timely consumer information to it’s 11 

over 3,700 customers, including proactive communications as it relates to the local distribution 12 

system and related electricity issues that impact ratepayers. WNP maintains a visible presence 13 

in the community it serves by educating and keeping its customers informed about electrical 14 

safety (at home and in the workplace); energy conservation and demand management as it 15 

relates to ongoing public education (at events, in schools, social media, marketing and 16 

advertising) and delivering a complement of residential and business CDM programs; 17 

contributions to the community, consumer-based issues such as escalating electricity prices or 18 

Time-of-Use rates; projects and local initiatives (i.e. Community Energy Plan); and, any relevant 19 

programs, issues and/or projects that impact customers.  20 

The costs included in the Community Relations cost category are related to the functions of the 21 

WNP community safety programs, and activities related to corporate and customer 22 

communications.  23 

Customer Service, Mailing Costs, and Billing  24 

WNP’s Customer Service and Billing department are responsible for activities that include:  25 

 correctly computing and billing customers using approved rates, rate riders, rate adders, loss 26 

factors and other regulated rates and charges 27 

 Testing and promoting Customer Information System enhancements to support regulatory 28 

changes 29 
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 Processing bill payments in a timely manner to satisfy cash flow requirements, and 1 

 Managing delinquent accounts appropriately so that all customers pay for the services 2 

provided to them.  3 

The Billing department is also  responsible for handling day to day customer inquiries in regards 4 

to their accounts and fielding numerous other questions as they relate to Government and 5 

Regulatory policy, conservation and demand management, pricing and consumption inquiries. 6 

In addition to this function, office data clerks are also responsible for processing of payments 7 

dropped off at our office, customer move ins and outs, activations of our Equal Payment 8 

program, and numerous other administrative tasks.   This department fields over 7,400 calls per 9 

year. 10 

As the number of electricity end users in our service area increases and changes occur within 11 

Ontario’s electricity market, WNP’s call and correspondence volumes will continue to increase.  12 

Monthly Billing  13 

The Billing Department is responsible for all billing activities supporting approximately 3,700 14 

customers in WNP’s three service areas. This includes the provision of monthly billing that 15 

results in WNP issuing over 45,000 invoices annually in addition to approximately 580 final bills 16 

for customers moving within or outside of WNP’s service territory annually. The Billing 17 

Department is responsible for managing Electronic Business Transactions (“EBT”) and retailer 18 

settlement functions for just over 245 retailer accounts; account adjustments; processing of 19 

meter changes (e.g. re-verification); and other various account related field service orders, and 20 

mailing services. In 2014 WNP had a billing error rate of 0.27%. 21 

WNP’s office is open to their customers 5 days a week to assist them with payments and billing 22 

inquires or concerns.  WNP offers customers a number of billing and payment options including 23 

an equal payment plan, pre-authorized payments, online payments, cheque, cash, debit and 24 

credit card payments. In addition, customers can view their usage and manage their 25 

consumption using an online application. 26 

Retailer Charges 27 

This program includes all labour involved in dealing with the importing of files from the retailer, 28 

the reviewing of the files and the response back to the retailer.  This also involves the 29 
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processing of retailer service agreements and from time to time correspondence with the 1 

retailers regarding specific accounts. 2 

Collections and Bad Debts 3 

Collection activity is not exclusive to overdue accounts, it also includes the adoption and 4 

continued application of a prudent Credit Policy and the Customer Service Amendments 5 

consistent with the OEB’s Distribution System Code. 6 

Following the implementation of the recent regulations for the handling of arrears management, 7 

WNP Collections Department has installed processes to ensure that collection activities adhere 8 

to regulatory requirements.  Consequently, this has resulted in WNP spending more time than in 9 

previous years managing customers who fall behind with their payments and annual bad debt 10 

amounts steadily increasing. (For example, in regulatory changes introduced in October 2010 11 

meant that if the customer's account has a deposit amount in their account, the Disconnection 12 

process cannot start. The disconnection process can only commence when the customer's 13 

account shows a $0 balance and there is no deposit. Consequently, if the customer has a 14 

deposit and this is subsequently used to pay aged debt, then there is a high probability that the 15 

customer will incur further debt associated with 3½ months of electricity usage.) 16 

 17 

WNP does not outsource its collections activity and the utility is fortunate that a low percentage 18 

of its customer-base makes up the company’s annual bad debt and this is largely as a result of 19 

the tenaciousness of the Collections Department to chase debts.  Collections include a variety 20 

of activities, including the collection of overdue accounts, treatment of security deposits and 21 

final bills for service termination. In an effort to minimize bad-debt write-off, Wellington North 22 

Power Inc. enforces a prudent credit policy in accordance with the Distribution System Code. 23 

Active overdue accounts and Final bill accounts are collected by in-house staff through notices, 24 

letters and direct telephone contact. 25 

 26 

However, as a consequence of the implementation of separate requirements for handling low-27 

income customers (in through LEAP activities) as well as the proposed requirements under the 28 

Ontario Electricity Support Program (OESP - from January 1, 2015), it is WNP’s opinion that 29 

more resource (time) will be required from the Collections Department to service low-income 30 

customers and bad debt will continue to increase. 31 
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Service Locates  1 

A portion of WNP’s distribution system is underground. Whenever WNP’s customers are 2 

preparing to excavate they contact Ontario One Call to request that a Locate be performed. 3 

Ontario One Call relays the customer’s request to WNP.  A customer service employee fulfills 4 

the request within the mandated 5 business day window; currently data is valid for 30 calendar 5 

days. The employee provides the data directly to the requesting customer and copies to WNP 6 

so that the customer can safely commence their planned excavation. This is a reactive activity 7 

and in a typical year WNP responds to over 530 requests.  8 

 9 

b) OPERATIONAL EFFECTIVENESS 10 

Operations and Maintenance  11 

WNPs Operations strategy is to provide safe, reliable service at an appropriate level of quality 12 

throughout the licensed service area. WNP’s maintenance strategy is an important part of its 13 

overall strategy of minimizing the life cycle costs of assets by minimizing reactive and 14 

emergency-type work, through an effective planned maintenance program (including predictive 15 

and preventative actions). These strategies are implemented through policies and work 16 

practices that promote a good experience for the customer with regard to safety, security of 17 

supply, continuity of service, the timely restoration of service and the minimization of 18 

undesirable service conditions.  19 

WNP’s customer responsiveness and system reliability are monitored to ensure that its 20 

maintenance strategy is effective. This effort is coordinated with WNP’s capital project work, so 21 

that maintenance programs help to identify those areas that require capital investments. WNP is 22 

then able to adjust its capital spending priorities to address these matters. This process is 23 

described in more detail in conjunction with WNP’s Asset Management Plan, found in the 24 

Distribution System Plan filed with this rate application. 25 

Within WNP, Operations and Maintenance expenses include all costs relating to the operation 26 

and maintenance of the WNP distribution system. This includes both direct labour costs and 27 

non-capital material spending to support both scheduled and reactive maintenance events. In 28 
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addition, costs are allocated from support departments to cover the costs of Labour Burden, 1 

Material and Vehicles. 2 

Metering 3 

WNP owns and maintains approximately 3,731 meters installed on its customers’ premises for 4 

the purpose of measuring energy consumption of electricity for billing purposes. Meters vary in 5 

type by customer and include meters capable of measuring kWh consumption, kW demand and 6 

kVA, as well as hourly interval data. WNP invoices its customers monthly, on a calendar billing 7 

cycle. 8 

 9 

Wholesale Metering 10 

WNP receives its power from HONI by two 44kV subtransmission feeders and an 8.3kV 11 

distribution feeder. The three feeders are metered at the borders of Arthur (44kV), Mount Forest 12 

(44kV) and Holstein (8.3kV).  13 

 14 

Retail Metering 15 

WNP uses Elster meters across its service territory and has contractual agreements with: 16 

 Rodan Energy Solutions as WNP’s Meter Services Provider (MSP); 17 

 Savage Data Systems for Operational Data Store (ODS) which involves the validation, 18 

estimation and editing (VEE) of metered data;  19 

 UtiliSmart as WNP’s appointed Advanced Metering Infrastructure (AMI) Operator and; 20 

 UtiliSmart for settlement services and web presentment of Wholesale, Retail, Embedded 21 

Generation interval data. 22 

 23 

All direct labour, vehicles and material related to metering activities is charged to metering. 24 

 25 

Distribution Sub-Stations and Protection and Control 26 

Wellington North Power owns and operates six (6) municipal substations throughout its service 27 

territory. Substation inspections are performed on a monthly basis to identify any potential 28 

issues such as excessive vegetation growth, leaks or other signs of damage or unsafe 29 

conditions. In addition to the monthly inspections, each substation is schedule for full shutdown 30 
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and maintenance every three years. Electrical testing and oil analysis is performed by a third 1 

party firm specializing in substation maintenance.  2 

Asset Management 3 

Wellington North Power uses a GSI system to store and maintain asset data including 4 

information obtained through system patrols. In addition, the company also receives information 5 

from local residents and business owners who contact the company to report items that they 6 

have noticed, such as a damaged hydro pole. Such observations are usually received by a 7 

telephone call or e-mail which a Customer Service Representative (CSR) will create a work 8 

order for the Operations team who will then visit the location to assess the situation.  9 

During patrols, maintenance activities and inspections, should a lineman identify a damaged 10 

asset, they note the location and asset identification (e.g. pole or transformer asset number) 11 

and liaise with the Operations Technician.  The Operations Technician will find the particular 12 

asset in the GIS system and retrieve the data (i.e.  age, date last inspected) and collectively the 13 

Operations Technician, Chief Operating Officer and Lead-Hand determine whether the asset 14 

needs to be replaced (or can it be monitored), and if so, when considering the following factors: 15 

a) Safety – is there any risk to the public or workers (e.g. could a damage pole break and fall); 16 

b) Reliability and maintenance history – has the asset shown signs of deterioration or poor 17 

performance and is this degrading; 18 

c) Obsolescence – is the asset dated and been replaced with a “better” product? For example 19 

replacing porcelain insulators with polymer insulators.  20 

d) Cost versus benefit – is the asset already scheduled for replacement and included within 21 

WNP’s CapEx plan? For example, a damaged pole may be repaired as a short-term fix 22 

because the pole is part of a pole-line replacement project that has already been planned. 23 

The Operations team maintains a list of assets that are being monitored for performance 24 

degradation.  It is the responsibility of the Chief Operating Officer to add asset replacement 25 

projects to the company’s CapEx plan.   26 

 27 

Overhead / Underground Lines Operation and Maintenance 28 

Maintenance work performed outside of the capital budget accounts is captured through the 29 

operating and maintenance accounts. This work can be either planned or unplanned. 30 

Maintenance and operating budgets are typically prepared based on historical values.   31 
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Regular system patrols identify potential problems allowing preparation and planning of repairs 1 

thereby minimizing or mitigating any impact to customers.  2 

 3 

Operation and Engineering for Construction Services 4 

This program involves connection requests from builders and developers for the design of 5 

distribution system capital projects, collection, analysis and allocation of materials, system 6 

planning, project planning and coordination and management of the distribution system design. 7 

It is also responsible for overall coordination of construction activities to enhance, modify and 8 

renew the distribution system in accordance to the capital plan.  9 

Distribution Transformers  10 

The distribution system consists of pad mount and pole mount transformers of applicable 11 

primary and secondary voltages and sizes. The majority of the transformers are 50kVA 12 

servicing a largely residential customer base. 13 

WNP records all relevant information on its transformers at time of installation and stores the 14 

information in its GIS system. The data recorded includes but not limited to mount type, size, 15 

age, voltage, condition, and location. Historically not all data was recorded however all data is 16 

currently being captured in new construction or replacements. 17 

 18 

Transformer Inspection 19 

WNP visually inspects transformers during system patrols. In addition to visual inspection WNP 20 

covers all of its transformers in its annual infra-red inspections. These inspections look for hot 21 

spots on transformers and their primary/secondary connections. 22 

The inspection of transformers includes: 23 

Polemount Transformers: 24 

 Paint condition and corrosion 25 

 Phase indicators and unit numbers match operating map 26 

 Leaking oil 27 

 Flashed or cracked insulators 28 

 Contamination/discolouration of bushings 29 

 Ground lead attachments 30 

 Damaged disconnect switches or lightning arresters 31 
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 Ground wire on arresters unattached 1 

 2 
Padmount Transformers:  3 

 Paint condition and corrosion 4 

 Placement on pad or vault 5 

 Check for lock and penta bolt in place or damage 6 

 Grading changes 7 

 Access changes (Shrubs, trees etc.) 8 

 Phase indicators and unit numbers match operating map (where used) 9 

 Leaking oil 10 

 Lid Damage, missing bolts, cabinet damage 11 

 Cable connections 12 

 Ground connections 13 

 Nomenclature 14 

 Animal nests/damage 15 

 General Condition 16 

 17 
Transformer Maintenance 18 

WNP performs maintenance on any transformers which are identified by either visual or infra-19 

red inspection as needing work. This work may include replacement of connections if found to 20 

be hot, painting or replacement of unit if leaking.  21 

Vegetation Management (Tree Trimming)  22 

Vegetation and Right of Way control is required under the Minimum Inspection Requirements of 23 

the Distribution System Code and good utility practice.  WNP has a relatively heavy mature tree 24 

cover where overhead hydro lines are in the proximity to trees.  Tree contact with energized 25 

lines can cause the following:  26 

 Interruption of power due to short circuit to ground or between phases; 27 

 Damage to conductors, hardware and poles; 28 

 Danger to persons and property within the vicinity due to falling conductors, hardware, poles 29 

and trees; and 30 

 Danger of electric shock potential from electricity energizing vegetation 31 

Care must be taken to balance the requirements of customers and stakeholders and safe 32 

and reliable operation of the distribution system.   33 

 34 

Line-clearing inspections have been incorporated into the other inspection programs included in 35 

this plan and additional checks are performed by work crews in the area in which regular work is 36 
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performed. Depending on the size, shape and growth pattern of each tree species, the tree 1 

trimmers remove sufficient material from the tree to limit the possibility of contact during high 2 

wind situations. This work is primarily carried out by WNP employees, but contractors may be 3 

hired, based on cost and availability of resources.  4 

 5 

Examples of WNP performing line clearance and vegetation inspections include, but not limited 6 

to: 7 

 Monthly substation patrols at each of WNP’s with visual inspection looking for vegetation 8 

and growth interference (line or fence clearance); and 9 

 In accordance with the WNP Procedures, annual line patrols including a visual  inspection of 10 

conductors looking for leaning or broken “danger” trees; growth into line due to “climbing” 11 

plants; compromised accessibility; vines or bush growth interference (line clearance) or bird 12 

or animal nests 13 

 14 

Since 2012 to date, WNP has increased the amount of resources committed to line-clearing and 15 

vegetation control.  WNP adheres to the ESA requirements for tree trimming using EUSA utility 16 

best practices. WNP does not perform tree removals. Townships are notified if there is a 17 

concern with a particular tree and the Township is involved in any decision regarding tree 18 

removal.  The major ice storms of April 2013 and December 2013 that affected the WNP’s 19 

service area could have been far worse (i.e. longer power outages due to fallen trees or tree 20 

debris) if WNP had not increased its line-clearing activities. 21 

 22 

Poles Towers and Fixtures 23 

The WNP overhead distribution system is supported by primarily wood type poles. These poles 24 

are divided throughout the towns of Arthur, Holstein and Mount Forest. Historically, prior to the 25 

use of GIS, little pole information was recorded or maintained. In 2011, Rodan Energy Solutions 26 

was contracted to complete an Asset Management Plan and Strategy including inventory which 27 

forms the basis of WNP pole management.  28 

 29 

System patrols, schedule pole inspections, age as well as local and regional planning activities 30 

are inputs to the pole replacement strategy forming Wellington North Power’s capital plan and 31 

further detailed in the DSP Plan submitted with this rate application. 32 
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Fleet Costs 1 

WNP owns and operates a fleet of six vehicles.  In addition to meeting legislated requirements, 2 

fleet management and operations are geared to minimizing vehicle down time so that there are 3 

no inappropriate delays to dispatching a trouble crew to restore service and to maintain vehicle 4 

reliability and safety.   5 

WNP maintains and operates the following fleet of vehicles and rolling stock. The fleet is 6 

comprised of: 7 

 Pick-up Trucks   (3)                                         8 

 Single Bucket Truck (1)   9 

 Double Bucket Truck (1)   10 

 Radial Boom Derrick (RBD) (1)                                         11 

 Pole Trailer (1)       12 

All of which have an established replacement cycle that can be adjusted depending on the 13 

particular condition and duty of the individual vehicle. Replacements are reviewed annually and 14 

are accommodated within WNP’s capital budgeting process. 15 

Health and Safety 16 

Wellington North Power complies with the Occupational Health and Safety Act and Regulation 17 

for Construction Projects “the Green Book” as well as follows the EUSA rule book and Utility 18 

Best Practices. In addition, Wellington North Power has a Joint Health and Safety Committee 19 

who meet regularly. 20 

Staff regularly attends various health and safety training events as well as completing mandated 21 

training. 22 

WNP takes great pride in the fact that WNP has been 25 years plus without lost time due to 23 

injury.  As per the WNP’s 2014 Scorecard regarding Operational Effectiveness – Safety with 24 

reference to “Component C – Serious Electrical Incident Index:”  during 2014, Wellington 25 

North Power Inc. had zero fatalities and zero serious incidents within its operating service area 26 

of the urban areas of Mount Forest, Arthur and Holstein.  (Component “C” consists of the 27 

number of serious electrical incidents, including fatalities, which occur within a utility’s territory.)  28 
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WNP will continue its commitment to safety to protect the public and employees within the 1 

community it services. 2 

Executive, Financial, Legal, Professional and Insurance Services 3 

The program includes costs such as legal and administrative costs incurred annually as part of 4 

the utility’s business operations. These costs also include general accounting and audit costs. 5 

This program covers preparation of statutory, management and financial reporting; accounts 6 

payable and general accounting; treasury functions, including borrowing and cash 7 

management; financial risk management; accounting systems and internal control processes; 8 

preparation of consolidated budgets and forecasts; and tax compliance. The executive team is 9 

responsible for the decision making for all financial and non- financial aspects of the utility. This 10 

program also covers professional costs associated with Regulatory Affairs.   In Quarter 4 of 11 

2014 WNP hired an independent third party to review WNP’s deferral and variance account 12 

balances to assist with the forthcoming rate application, as well as provide training to a new 13 

staff member. 14 

Post - Employment Costs 15 

The cost of post-employment benefits is actuarially determined using the projected benefit 16 

method prorated based on existing employee data with assumptions that reflect management's 17 

best estimates.  18 

Collins Barrow completed an Actuarial Valuation Report on February 4, 2015 that detailed the 19 

benefit expense for fiscal 2014 and plan obligation under CICA 3461. At December 31 2014, 20 

The Prepaid Benefit Liability was $142,040 and the 2014 increase in the unamortized actuarial 21 

loss included as part of the overall liability was $2,717. A copy of the actuarial valuation report is 22 

provided in Appendix 4H. 23 

Collins Barrow also estimated the benefit expense and plan obligation on the basis of IFRS IAS 24 

19 as of December 31, 2014 and extrapolated the results for the 2015 Bridge Year and 2016 25 

Test Year.  26 

Collins Barrow stated in their correspondence that the calculations conform to the standards set 27 

out in the amendments to International Accounting Standard 19 (Employee Benefits) issued 28 

June 2012, but note that significant changes to the benefit costs or employee demographics in 29 
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2015 or 2105 would require a full actuarial review. Since significant changes are not expected 1 

the estimates will be used as part of our application to estimate costs for the bridge and test 2 

years under MIFRS. 3 

Under IAS 19, the deferral and amortization of actuarial gains/losses has been eliminated.  4 

WNP budgeted to recognize this adjustment to a future obligation as an expense through 5 

OM&A and this application presents the data from that perspective.  This increase in cost is also 6 

accounted for in WNP`s PILs calculations.  Please refer to Appendix 4I. 7 

WNP recognizes that under IFRS, all re-measurements which would include actuarial gains and 8 

losses would go through Other Comprehensive Income in 2015. For historical comparability and 9 

consistency with past rate setting processes WNP has included the future re-measurements of 10 

the Post-Retirement Benefits Liability in OM&A as shown in Table 4-10 below.  11 

Table 4-9: Post-Retirement Benefits Liability 12 

 13 
 14 
 15 

Procurement and Materials Management 16 

Materials and equipment used in the construction and maintenance of the distribution system 17 

are stored in the WNP stockroom/warehouse or in the yard. All costs associated with receiving 18 

shipments, tracking inventory, and issuing materials to line crews contribute to this account. 19 

Inventory is maintained to facilitate repairs. 20 

 21 

Office Buildings & Security Costs 22 

Wellington North Power’s main office with two small storage barns is located in Mount Forest 23 

with a secondary garage structure located in Arthur where the double bucket and a pickup are 24 

stored for fast response in the Arthur area. The main office building is secured through manual 25 

keyed locks as well as a monitored alarm system. The yard is fenced, gated and locked after 26 

normal business hours. 27 
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Building maintenance is completed internally or through subcontracts for items such as HVAC, 1 

lawn care, etc. 2 

IT, Software and Telecommunications  3 

Information Systems Strategy - WNP’s Information Systems expenditures ensure business 4 

goals are aligned to technological solutions.  These expenditures include data security, 5 

hardware, network infrastructure, switches, servers, equipment, workstations, laptops, printers, 6 

projectors, telephone and telecommunications, software, including licensing and web based 7 

solutions.  Ensuring business needs are met, including resiliency and redundant integration and 8 

secure solutions have been put in place, to safeguard business continuity and sustainability.  9 

 10 

Information Systems Five Year Plan (2016-2020): Technical solutions address redundancy, 11 

business continuity and security. WNP’s Information Technology capital expenditures will 12 

ensure improved business continuity and redundancy to meet customer needs.  There are four 13 

areas for IS Capital Budget expenditures: 14 

a) Hardware; 15 

b) Software; 16 

c) Network; and 17 

d) Communication. 18 

 19 

The requirements within each of these areas allow for the continued resiliency in the company’s 20 

systems: 21 

(i) Effective and efficient business processes; 22 

(ii) Support of risk and compliance management; 23 

(iii) Network reliability and security; and 24 

(iv) Continued business continuity and ongoing update and testing of disaster recovery 25 

abilities 26 

 27 

WNP ensures technical solutions contribute to meeting the Ontario Energy Board’s established 28 

utility performance outcomes: 29 

a) Customer Focus:  Technical solutions are provided in a manner that responds to customer 30 

needs and preference – Access to consumption and usage information, account information, 31 

billing information and company contact information. 32 
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b) Operational Effectiveness: Continuous improvement in the delivery of safe reliable 1 

electricity to customers 2 

c) Public Policy Responsiveness:  Current and future technical requirements are reviewed and 3 

solutions developed to meet all obligations mandated by the government. 4 

d) Financial Performance:  Financial viability is maintained; to ensure ongoing operational 5 

effectiveness 6 

 7 

Planning of IS capital expenditures is based on establishing lifecycle of both hardware and 8 

software, annual IS capital project planning enables the company to leveraging new and 9 

existing information system technology.  WNP’s annual maintenance plan, ensure the latest 10 

software updates are installed and tested, before implementing in our production environment.  11 

The company maintains a test system for both the Customer Information System (CIS) and the 12 

Meter Data Management Repository (MDM/R).   13 

 14 

Information Systems lifecycle encompasses investigation, requirement review and 15 

documentation, development, testing and procedural workflow, followed by end user 16 

acceptance testing and training of other staff members. 17 

 18 

WNP’s has included its’ IS investment within its 5-year Capital Investment Plan (2016 to 2020) 19 

as part of its Distribution System Plan that has been filed with the Applicant’s 2016 Cost of 20 

Service Rate application. 21 

c) PUBLIC AND REGULATORY RESPONSIVENESS 22 

Regulatory and Compliance 23 

This program includes all costs incurred by WNP while complying with the OEB’s evolving and 24 

changing regulatory framework.  The workload in this program has increased over the last little 25 

while due to provincial policy initiatives that have been introduced.  Some of the new policies 26 

are listed below; 27 

 Scorecard benchmarking 28 

 Regional planning  29 

 LEAP 30 

 Mandatory conservation targets 31 
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 Increased regulatory requirements in the RRFE 1 

 New customer service rules for low income 2 

 Customer engagement requirements  3 

Industry Membership Fees 4 

WNP pays membership fees to specific companies to have the opportunity of being able to 5 

minimize cost through collaboration.  WNP is a proud member of CHEC (Cornerstone Hydro 6 

Electric Concepts Inc.), EDA (Electricity Distributors Association), and USF (Utilities Standards 7 

Forum). 8 

  9 
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Ex.4/Tab 3/Sch.2 - Program Variance Analysis 1 

The appendix below shows the year over year variances of OM&A programs for 2012 Board 2 

Approved to 2016 Test Year. A variance analysis of expenses exceeding the materiality 3 

threshold follows the table. WNP notes that prior to 2014, the programs presented in the table 4 

below were not in place. The utility carefully selected and adopted these programs based on a 5 

review of its OM&A activities. WNP is tracking and reporting on these programs; however there 6 

is an expectation that these programs may evolve and change over time or may need to be 7 

adjusted based upon feedback of this rate application.  8 

OEB Appendix 2-JC – OM&A Programs Table 9 

 10 

In WNP’s last rate application (EB-2011-0249), WNP received approval for an envelope OM&A 11 

budget of $1,500,000 per year (excluding property taxes at $12,006), commencing 2012.  In the 12 

table above, WNP has illustrated the Board’s Approved budget by the programs. 13 

The table below illustrates the variances by OM&A programs year-over-year from the 2012 14 

Board Approved amounts through to the 2016 Test Year. 15 
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Table 4.10:  OM&A Programs Variances 1 

 2 

2012-2016 Variances 3 

Below is a summary of the variances exceeding the materiality threshold of $25,000. 4 

Customer Focus  5 

Customer Service, Mailing Costs, Billing; 6 

 7 

2016 Test Year vs. 2014 Actual – Increase of $30,404 8 

 WNP had an increase in labour costs resulting from the Employee Working 9 

Agreement pay increase by $10,000, along with the 2015 Organizational Restructure 10 

of $5,000. 11 

 Increases from third party vendors for yearly support of WNP’s billing system, along 12 

with system upgrades increased by $8,000, this is an uncontrollable cost. 13 
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 1 

2016 Test Year vs. 2012 Board Approved – Increase of $80,999  2 

 3 

 WNP has had an increase in labour costs and subsequent burdens from the Employee 4 

Working Agreement increases between 2012 and 2016.  The utility has also included an 5 

estimated increase amount in labour due to the addition of mandatory programs 6 

affecting the bill based on the assumption that customers will be contacting us with 7 

questions regarding the programs.   8 

 WNP’s mailing costs have increased by $15,000 caused by the increase in the postage 9 

rates by Canada Post.  These costs are uncontrollable costs. 10 

 Yearly increases in billing production including the cost of paper, cost of envelopes, 11 

additional of customers causing more bills to go out, all contributed to the increases in 12 

this program.  WNP continues to try and control costs by shopping around for the same 13 

products and also trying to purchase when such items are on sale.   14 

   15 

Customer Service Collections; 16 

 17 

2016 Test Year vs. 2014 Actual – Increase of $39,259 18 

 19 

 WNP had an increase in labour costs resulting from the Employee Working Agreement 20 

pay increase by $10,000, along with the 2015 Organizational Restructure of $6,000. 21 

 WNP does not outsource its collections activity and collection activities are on the rise 22 

causing the utility to put more time and effort into collecting payments from customers.  23 

With the implementation of separate requirements for handling low-income customers (in 24 

through LEAP activities) as well as the proposed requirements under the Ontario 25 

Electricity Support Program (OESP - from January 1, 2015), it is WNP’s opinion that 26 

more resource (time) will be required from the Collections Department to service low-27 

income customers and bad debt will continue to increase.  To be able to control bad 28 

debts WNP considering this increase uncontrollable. 29 

 30 

2016 Test Year vs. 2012 Board Approved – Increase of $40,811  31 

 32 
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 WNP does not outsource its collections activity and collection activities are on the 1 

rise.  With the implementation of separate requirements for handling low-income 2 

customers (in through LEAP activities) as well as the proposed requirements under 3 

the Ontario Electricity Support Program (OESP - from January 1, 2015), it is WNP’s 4 

opinion that more resource (time) will be required from the Collections Department 5 

to service low-income customers and bad debt will continue to increase. 6 

 7 

Operational Effectiveness 8 

Meters Maintenance & Reading; 9 

 10 

2016 Test Year vs. 2012 Board Approved – Increase of $47,792  11 

 12 

 WNP had an increase in labour costs resulting from the Employee Working Agreement 13 

pay increase along with an increase from the 2015 Organizational Restructure. 14 

 15 

Distribution sub-stations, protection and control; 16 

 17 

2016 Test Year vs. 2014 Actuals – Decrease of $26,807  18 

 19 

 In 2014 WNP hired a third party to complete a detailed study on the conditions all of its 20 

sub-stations.  This is not a yearly cost and therefore caused a decrease in this program 21 

when compared to the Test Year. 22 

 23 

Asset Management & Maintenance Department; 24 

 25 

2016 Test Year vs. 2014 Actuals – Increase of $37,620  26 

 27 

 As a consequence of WNP organizational restructure in 2015, the utility moved half of 28 

one its employees to Operations causing an increase in annual labour by approx. 29 

$25,000.  30 

Operations & Engineering, inspection, drafting & design; 31 
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 1 

2016 Test Year vs. 2014 Actuals – Increase of $54,587  2 

 The cost in this program for 2014 was unusually low due to the fact that WNP’s Manager 3 

of Operations resigned and the job was vacant for 3 months.  The Bridge Year and Test 4 

Year are more realistic based on the job being filled, along with an increase from the 5 

2015 Organizational Restructure. 6 

 7 

Executive, Financial, Legal, Professional and Insurance Services; 8 

 9 

2016 Test Year vs. 2014 Actuals – Decrease of $109,317  10 

 When the CEO/President retired at the end of March 2015, there was an organizational 11 

restructure. As described above, WNP Board of Directors believed that this was an 12 

opportunity to promote from within the company and restructure rather than hiring an 13 

external person to replace the CEO / President.  This restructure resulted in changes in 14 

employees’ responsibilities and a review of pay grades. Job descriptions were revised to 15 

reflect accountabilities and responsibilities of each position within the restructure.  WNP 16 

hired a 3rd party consultant to assist WNP’s Board of Directors to review and benchmark 17 

the revised Job Descriptions as well as complete an equity review assessing all job 18 

positions within the company.  (This report is included in Appendix 4G.)  However, it 19 

should be noted that even with these changes in the wages and associated benefits as a 20 

result of the restructure, there was a net decrease.  This is because the CEO/President 21 

retired and the associated wages/benefits with this position were higher than the actual 22 

change in the employee costs from the organizational restructure.  23 

2016 Test Year vs. 2012 Board Approved – Increase of $88,088  24 

 WNP insurance costs have been consistently increasing by $4,000 every year, this is an 25 

uncontrollable cost. 26 

 WNP anticipates uncontrollable increases in insurance and “new” monthly financing loan 27 

repayments of approx. $5,700 per month for a major capital project planned in 2016.   28 

(The major capital investment project in 2016 is the construction of a 2nd feeder with an 29 

estimated cost of $1,269,750 which WNP will finance through a long-term loan with 30 

approximate loan repayments of $47,400 over 30 years at a rate of 3.95% (rates and 31 

payments are to be confirmed in April 2016). As discussed in WNP’s 2016 Distribution 32 



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 4 – Operating Expenses 
Filed: October 2015 

 

PAGE 45 OF 90 

 

System Plan, WNP are seeking Board approval to build a 2nd feeder line to one of its 1 

service territories (the Town of Mount Forest) and recover construction costs through WNP’s 2 

distribution rates. Currently, there is only one feeder to this area which is at its demand 3 

capacity and has been affected by reliability in recent years. This project is in conjunction 4 

with Hydro One.) 5 

Public and Regulatory Responsiveness 6 

Regulatory & Compliance; 7 

 8 

2016 Test Year vs. 2014 Actuals – Increase of $31,335 9 

 These are the forecasted operating expenses that WNP have projected to be incurred in 10 

2016 for the 2016 Cost of Service Rate Application that would not have existed in 2014.  11 

For example this will include; resources to respond to interrogatories prepare settlement 12 

proposal and review Draft Rate Order.  13 

 14 

  15 
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Ex.4/Tab 3/Sch.3 - Employee Compensation 1 

Overview 2 

 3 

WNP;s overall compensation philosophy for all employees is designed to be competitive and 4 

equitable in order to attract and retain qualified personnel in an industry that is facing an aging 5 

workforce and is very competitive for skilled resources.  The compensation package includes a 6 

base wage and benefits package.  WNP’s workforce is comprised of only non-unionized 7 

employees. 8 

 9 

Staffing and Compensation 10 

 11 

The number of employees is based on the computation of the number of full-time equivalent 12 

(FTE) positions throughout each of the years.  A position that was added in a particular calendar 13 

year is counted as a portion of an FTE in that calendar year based on the start date of the 14 

position.  15 

 16 

The salaries and wages amounts include all salaries and wages paid, inclusive of overtime, 17 

vacations, holidays, sick leave, bereavement leave, The benefits amount include the employer’s 18 

portion of statutory benefits (CPP, EI and EHT), employer contributions to OMERS and WSIB 19 

and WNP’s costs for providing extended health care, dental, long-term disability and life 20 

insurance for its employees. 21 

OEB Appendix 2-K presented below details WNP’s employee compensation.  22 

 23 
OEB Appendix 2-K – Employee Compensation 24 

 25 
 26 
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Please note in the above table the calculation used for the 2012 Rebasing only included the 1 

estimated amount for the extended health care, dental, long-term disability and life insurance.  2 

Causing the 2012 actuals to have an increase. 3 

 4 

Compensation – Union  5 

WNP is a Non-Union company.  6 

Compensation  7 

WNP is a Non-Union company. Employees’ compensation levels are reviewed by the 8 

company’s CAO and the Board of Directors. The change in compensation paid to employees in 9 

non-management and management positions are attributable to cost of living increase and a 10 

provision for benefit coverage. A percentage of the staff’s annual salary is invested in a pension 11 

plan.  WNP is bound by an “Employee Working Agreement” representing the interests of both 12 

administrative (inside) and trade (linemen) employees.  The utility negotiated a 3 year Employee 13 

Working Agreement in place January 1, 2014.  Wage increases were negotiated at 2.5% in year 14 

1, 2.5% in year 2 and 2.5% in year 3.   15 

WNP hired an impartial third party in 2015 to complete a full equity review on all job positions 16 

and compare (“benchmark”) the hourly wage rates to other LDC’s, to ensure that the utility is 17 

fairly compensating its employees for their expertise and dedication.  The third party provided a 18 

concise report with recommendations of adjusting the hourly rates for inside employees to 19 

account for the increased responsibility of duties and also to reflect the current market rates.  20 

(No changes were made to the linemen’s hourly rates.) Please refer to Appendix 4G for a copy 21 

of the report. This information from this was reviewed in February 2015 by the Board of 22 

Directors and approved, with new hourly rates being implemented with effect from January 1st 23 

2015. 24 

  25 
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Benefit Program Costs 1 

A detailed summary of benefit program costs are presented below in Table 4.11. 2 

Table 4.11:  Benefit Expenses 3 

 4 

 5 

 6 

Statutory deductions have increased 31% between 2012 and 2016 Test Year as a result of 1 7 

new employee along with rate increases, wage and progression increases and the 8 

Organizational Restructure. 9 

 10 

Total company benefits have increase 26% over the same time frame.  Majority of this increase 11 

is attributed to the OMERS increases with a small portion going to the Health & Life Insurance 12 

benefits due to the rate increases, wage and progression increases and the Organizational 13 

Restructure.  14 

 15 

Pension 16 

The employees of all LDCs participate in the OMERS retirement plan.  Therefore, the pension 17 

benefits provided to the employees of WNP are consistent with the pension benefits provided to 18 

employees of other LDCs.  Pension contributions have increased due to the 2009 economic 19 

downturn that caused a funding deficit in OMERS.  Because of this, OMERS has increased 20 

contributions for both employee and employer portion.  Please see the table below for a 21 

summary.   22 

  23 
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Table 4.12:  OMERS Rate Increases (2012 to 2016) 1 

 2 

Benefits 3 

A comprehensive and competitive benefits package exists which includes health and dental 4 

insurance, life insurance, long-term disability vacation and leave policies. The plans are 5 

designed to address the health and well-being of employees.  6 

 7 

Employee Staffing Levels 8 

As explained in the description of the Corporate Organization in Exhibit 1 / Tab 5 / Schedule 5, 9 

WNP has 13 full time employees: 10 

 A Chief Administrative Officer (CAO); 11 

 A Chief Operating Officer (COO); 12 

 A Field Lead-hand; 13 

 3 Linesmen; 14 

 An Operations Technician; 15 

 A Finance/Regulatory Supervisor 16 

 A Financial Analyst; 17 

 A Customer Service Supervisor 18 

 An Admin/Finance Assistant; 19 

 A Customer Service & Collections Representative; and  20 

 An Administration Support Representative. 21 

Changes in Staff Levels 22 

WNP’s President/CEO retired on March 31st 2015.  As part of the company’s succession 23 

planning process, the President/CEO and the Board of Directors reviewed the structure of the 24 

company and collectively agreed to restructure the organization as opposed to hiring an 25 

external person to the role of President/CEO. 26 

  27 
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The restructure involved creating four new positions in the company: 1 

1) The accountabilities and responsibilities of the CEO/President were to be shared between 2 

the newly created positions of Chief Administrative Officer (CAO) and Chief Operating 3 

Officer (COO). 4 

2) Two Supervisor positions were created - a Customer Service Supervisor and a 5 

Finance/Regulatory Supervisor.   6 

3) The creation of these new positions resulted in the removal of the following roles;  7 

 Manager of Operations; 8 

 Regulatory & Admin Manager; 9 

 Finance Analyst; and 10 

 Senior Customer Service Representative. 11 

The table below shows the headcount change between 2012 and 2015, including projections for 12 

2016 based on the number of months worked and reflecting the company restructure in 2015. 13 

Table 4.13:  Headcount (number of months worked per year) 14 

 15 

The organagram (organizational diagram) below illustrates the structure before the retirement of 16 

the CEO/President. 17 

 18 

  19 
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Table 4.14:  Previous Company Structure (effective to December 31st 2014) 1 

 2 

The organagram below reflects the positions following the company’s organizational restructure; 3 

 4 

Table 4.15:  WNP’s Current Structure (effective January 1st 2015) 5 

  6 
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Ex.4/Tab 3/Sch.4 - Shared Services of Corporate Cost Allocation 1 

Wellington North Power Inc. is not an affiliated company and therefore does not provide or 2 

receive any services from an affiliate and therefore has no information for this section. 3 

  4 
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Ex.4/Tab 3/Sch.5 - Variance Analysis of Corporate Cost Allocation 1 

WNP has no variances to report in this section. 2 

  3 
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Ex.4/Tab 3/Sch.6 - Purchases of Non-Affiliate Services 1 

WNP purchases equipment, materials, and services in a cost effective manner with full 2 

consideration given to price as well as product quality, the ability to deliver on time, reliability, 3 

compliance with engineering specifications and quality of service. In making purchase decisions, 4 

WNP also considers the “total acquisition cost” (i.e. value for money) rather than the lowest bid, 5 

and this includes, but limited to such factors as repairs, staff training, compatibility, warranty, 6 

trade-in values, recycling and safe environmental disposal. 7 

Vendors are screened to ensure knowledge, reputation, and the capability to meet WNP’s 8 

needs. The procurement of goods and/or services for WNP is carried out with highest of ethical 9 

standards and consideration to the public nature of the expenditures.  WNP has a Purchasing 10 

and Procurement Policy (Corporate Services Policy #13) that the company adheres to and a 11 

copy of this policy is contained in Appendix 4F. 12 

All purchases of goods and services must be approved by the Board of Directors of WNP as 13 

presented in the annual Operating (OpEx) and Capital Investment (CapEx) budgets. Formal 14 

Board of Director’s approval of the annual OpEx and CapEx budgets constitutes financial 15 

approval to proceed with the procurement process. Budget amendments, capital expenditures 16 

not yet approved in the budget or special expenditures must be supported by a Resolution 17 

signed by two (2) Board of Directors.  The Resolution shall specify the purpose of the 18 

expenditure and the funding source. 19 

When goods or services are tendered, a Tender/Request for Proposal or a Request for Quote 20 

will be issued to a minimum of three vendors, if availability permits. Once again, the CAO and 21 

the COO together with a Resolution from the Board of Directors shall authorize the acceptance 22 

of the proposals. 23 

WNP’s 2014 Vendor list over the materiality threshold of $50,000 is presented below on Table 24 

4-16: Products and Services from Non Affiliates.  25 

Table 4.16: Products and Services from Non Affiliates 2014 26 

 27 
 28 
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WNP’s 2015 Vendor list is presented below in Table 4.17 1 

Table 4.17:  WNP Vendor List (2015) 2 

  3 
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Ex.4/Tab 3/Sch.7 - One-time Costs 1 

The only noteworthy one-time costs relate to the costs associated with 2016 Cost of Service 2 

application which are amortized over a period of 5 years. Regulatory costs are discussed at the 3 

next section.  4 

  5 
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Ex.4/Tab 3/Sch.8 - Regulatory Costs 1 

Table 4.17 below shows WNP’s regulatory costs for 2012 Board Approved rebasing year, 2015 2 

Bridge Year and 2016 Test Year. All regulatory costs listed in this table are tracked in account 3 

5655 – Regulatory Expenses.  WNP uses sub-accounts to track OEB Assessments, Cost 4 

Awards from the OEB and the costs associated with WNP’s rate applications (i.e.; annual IRM’s 5 

filings and cost of service rate applications).   6 

WNP wishes to comment on the following lines represented in Table 4.18: 7 

a) Line 6 – “Consultants costs for regulatory matters”: the historical costs for regulatory matters 8 

reflects the actual costs incurred during WNP’s 2012 Cost of Service rate application, rather 9 

than the annual balance that was amortized over 4 years; 10 

b) Line 10 – “Any other costs for regulatory matters”: WNP has included the costs incurred in 11 

conducting surveys that are a requisite for WNP’s Scorecard (as introduced by the Board as 12 

part of the Renewed Regulatory Framework initiative to measure the performance of four 13 

outcomes including customer focus.) As per the Board’s report “Performance Measurement 14 

for Electricity Distributors: A Scorecard Approach” (EB-2010-0379) issued March 5, 2014, 15 

section 3.1.2, Board staff recommend all distributors survey customers for their level of 16 

satisfaction and will follow good survey practices. In order to meet requirements, WNP 17 

utilized a 3rd party company to conduct a telephone survey to measure customer satisfaction 18 

in 2014. 19 

Board’s expectation is survey results are to be reported on a biennial basis. To meet this 20 

requirement, WNP is planning to conduct a customer satisfaction survey in 2016 using a 3rd 21 

party. This will involve a 3rd party to work with WNP staff to develop a web-based survey tool, 22 

prepare questions, promotion, implement as well as gather data and present results. This 23 

web-based solution is expected to be less that the 2014 telephone survey. 24 

In addition, a component of the Scorecard is “Safety – Level of Public awareness” which 25 

WNP is assuming will be another survey.  26 

WNP has included an estimate of $6,300 for both surveys outlined above.  27 

  28 
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Table 4.18:  Breakdown of Regulatory Costs 1 

 2 

WNP has also updated Chapter 2 Appendix 2-M with the breakout of actual and forecasted 3 

costs incurred in preparing and submitting WNP’s 2016 Cost of Service rate application as well 4 

as reaching a Decision and Order from the Board. The table below summarizes these costs: 5 

Table 4.19:  Overview of Regulatory Costs for 2016 Cost of Service Application  6 

 7 

 8 

In reviewing the above table, the above points need to be taken into consideration: 9 

a) Line 6 – “Consultants costs for regulatory matters”: the 2015 Bridge Year amount of $2,500 10 

represents the incurred cost for a 3rd party independent review of WNP’s 2016 Distribution 11 
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System Plan (DSP). WNP has included a projected cost in 2016 Test Year for 3rd party 1 

assistance that may be required to support with responding to interrogatories; 2 

b) Line 7 – “Incremental operating expenses associated with staff resource allocated to this 3 

application”: this WNP’s staff time associated with (i) production and submission of the 4 

application; (ii) technical responses to questions arising from WNP’s Distribution System 5 

Plan; (iii) preparing and submitting responses to interrogatories; and (iv) drafting and 6 

submitting a settlement proposal; and 7 

c) Line 11 – “OEB and Intervenor costs”: forecasted at $160,000 and consisting of the 8 

following items and assumptions: 9 

 10 

Item Projected Cost 

Intervenor costs  

Assumption: Two intervenors with two rounds of Interrogatories 
$60,000 

3
rd

 party review of WNP’s Distribution System Plan 

(sub-contracted out by OEB) 
$20,000 

One-day Settlement Conference $20,000 

Oral Hearing 

Assumption: Two days at a cost of $30,000 per day 
$60,000 

Total $160,000 

 11 

It should be noted that WNP has assumed that the costs associated with this application reflect 12 

a similar procedure as the 2012 Cost of Service Application which was essentially concluded by 13 

a settlement conference (case number EB-2011-0249); however WNP has included an amount 14 

for an Oral Hearing if the conditions were viable to proceed. 15 

  16 
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WNP proposes that costs directly associated with the Cost of Service application are amortized 1 

over a period of 5 years. The table below summarizes the total amount for recovery, the items 2 

that will be amortized, the amortization period and the 2016 Test Year proposed recovery 3 

balances: 4 

Table 4.20:  2016 Test Year Proposed Recovery Balances 5 

 6 

 7 

Note: The projected balances above are subject to change as a consequence of the rate 8 

application process. For example, should WNP not have to attend an Oral Hearing, then this 9 

would eliminate a forecasted cost of $60,000 which in turn would reduce the total for 2016 Test 10 

Year recovery by $12,000 (i.e. $60,000 / 5 years amortization= $12,000). 11 

 12 



Wellington North Power Inc. 
EB-2015-0110 

Exhibit 4 – Operating Expenses 
Filed: October 2015 

 

PAGE 61 OF 90 

 

Ex.4/Tab 3/Sch.9 - Low Income Energy Assistance Programs 1 

WNP has included $4,000 for the expense for the Low Income Assistance Program (LEAP) 2 

under Deductions Donation Expense (USoA #6205).  This amount is based on the Board’s 3 

determination that the greater of 0.12% of a distributor’s Board-approved distribution revenue 4 

requirement, or $2,000 should be included in the utility’s costs. 5 

WNP has partnered with United Way of Grey Bruce and Community Resource Centre of North 6 

and Centre Wellington to assist in programs intended to provide emergency relief to eligible low-7 

income customers who may be experiencing difficulty paying current arrears.    8 

In compliance with OEB policy, Wellington North Power Inc.: 9 

• Collects money from ratepayers for LEAP EFA in the amount approved by the OEB; 10 

• Transfers program funds to United Way of Grey Bruce and Community Resource Centre of 11 

North and Centre Wellington; 12 

• Determines funding allocations within their service territory by geography; 13 

• Establishes partnerships, contracts, and operational procedures with United Way of Grey 14 

Bruce and Community Resource Centre of North and Centre Wellington; 15 

• Receives, recording and taking appropriate action upon notification from an Intake Agency 16 

(or Lead Agency as appropriate) that an assessment of eligibility is being undertaken; 17 

• Receives, recording and taking appropriate action upon notification from an Intake Agency 18 

(or Lead Agency as appropriate) of decisions on applications; 19 

• Confirms customer and account information used in determining program eligibility, 20 

including information on payment history; and 21 

• Submits annual RRR filings (2.1.16) to the OEB in accordance with the regulator’s reporting 22 

requirements advising of whether the social agencies have fully depleted their LEAP funds. 23 

WNP has included the projected LEAP balance in its 2016 Revenue Requirement. 24 

  25 
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Ex.4/Tab 3/Sch.10 - Charitable and Political Donations 1 

As indicated in WNP’s financial accounts, the utility does not contribute to charitable or political 2 

causes, other than for LEAP funding, as described in section Exhibit 4 / Tab 3 / Schedule 9.  3 

The utility confirms that no donation amounts have been included for recovery. 4 

  5 
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Depreciation, Amortization & Depletion 1 

Ex.4/Tab 4/Sch.1 - Depreciation Rates and Methodology 2 

In accordance with the July 17, 2012 letter from the Board on Regulatory accounting policy 3 

direction regarding changes to depreciation expense and capitalization policies, WNP adopted 4 

the Kinectrics proposed useful lives and componentization as of January 1, 2012.  At this time 5 

the life span of the assets were extended to comply with the depreciation changes. 6 

For the fiscal year 2012, WNP completed a conversion of the company’s fixed asset module 7 

which supported the revised average useful lives for all asset categories based on historical 8 

evidence and is within the typical useful life bands outlined in the Kinectrics Report “Asset 9 

Depreciation Study for the Ontario Energy Board”. The newly adopted amortization rates are 10 

presented at Exhibit 4, Tab 4 Schedule 4 OEB Appendix 2.BB and are applied on a straight line 11 

basis.  All assets are componentized and depreciated individually according to asset life span 12 

as per the Kinetrics Report.  WNP will be continuing this method of depreciation in the Test Year 13 

and beyond. 14 

As well as incorporating the amortization rates, WNP updated Capitalization policy.  A copy of 15 

this policy is included in Appendix 4E.   16 

Continuity Statements of the historical and forecasted depreciation expenses are presented in 17 

Exhibit 4, Tab 4 Schedule 2.  18 

  19 
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Ex.4/Tab 4/Sch.2 – Depreciation Expense  1 

In accordance with the Board’s filing requirements, WNP has completed the following 2 

depreciation and amortization expense tables: 3 

a) 2012 NewCGAAP – Appendix 2-CB 4 

b) 2013 NewCGAAP – Appendix 2-CC 5 

c) 2014 MIFRS – Appendix 2-CD 6 

d) 2015 Bridge Year under MIFRS – Appendix 2-CE 7 

e) 2016 Test Year under MIFRS – Appendix 2-CF 8 

Appendix CA was not completed since WNP implemented New CGAAP amortization policies 9 

beginning January 1, 2012.  Also, Appendices 2-CG to 2-CI are also not included since these 10 

assume that New CGAAP amortization policies began January 1, 2013. 11 

The methodology for calculating the amortization amounts for 2015 and 2016 was to copy our 12 

assets at the end of 2014 into our test accounting environment and run the amortization for 13 

each year.  Amortization for the capital additions was then added to attain the final figures.    14 

This reduced our ability to limit variances for these years, but it presents the most realistic 15 

values for the bridge and test years’ amortization.  16 

Some of the largest variations from the expected amortization resulted from expense allocations 17 

on smart meter assets resulting from the previous rate application.  For Computer Hardware & 18 

Software, Smart Meters, and Communication Equipment (Smart Meters), there was an 19 

additional $221,352 allocated to these accounts in 2012. 20 

A portion of the Computer Hardware was amortized over 10 years, therefore the “Average 21 

remaining life on NBV is actually longer than the normal amortization period of 5 years for new 22 

additions. 23 

In line with our requested allocation of 1508 ICM assets to fixed assets in the opening 2016 24 

balances, a column (n) has been added in the 2016 Appendix 2-CF to include these new asset 25 

amounts.  Since these assets were put into service in 2014, the amortization calculations were 26 

also adjusted to include a full-year amortization on these additions. 27 
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Contributed Capital amortization was over-allocated in 2012, and this was offset by a correction 1 

in 2013.  WNP has elected to transfer all contributed capital amounts to Deferred Revenue 2 

(2440) and for completeness, these amounts were included in the MIFRS depreciation and 3 

amortization expense schedules even though the amount deferred revenue decreases by are 4 

not amortization, nor are they accumulated.  5 

The tables on the following pages illustrate the Fixed Asset Amortization Schedules that have 6 

been updated in the Board’s Chapter 2 Appendices workbook that has been filed with this 7 

application. 8 

 9 
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Appendix 2-CB – 2012 New CGAAP Amortization 1 

 2 
 3 
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Appendix 2-CC – 2013 New CGAAP Amortization 1 

 2 
 3 
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Appendix 2-CD – 2014 MIFRS Amortization 1 

 2 
  3 
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Appendix 2-CE – 2015 MIFRS Amortization 1 

 2 
  3 
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Appendix 2-CF – 2016 MIFRS Amortization 1 

 2 
 3 
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Ex.4/Tab 4/Sch.3 - Typical Useful Lives Study 1 

As stated in its Report on Transition to International Financial Reporting Standards (IFRS) of 2 

July 2009 (“Board Report”) (EB-2008-0408), the Board commissioned a depreciation study to 3 

assist electricity distributors in Ontario in their transition to IFRS.  The study was undertaken by 4 

Kinectrics Inc. and provides a generic depreciation study for distributors and concerning how it 5 

would be used. 6 

WNP reviewed the useful life of its assets with the aid of the Asset Depreciation Study by 7 

Kinectrics (Kinectrics Report) and the utility adopted the mid-range typical useful life for its 8 

assets effective from January 1st 2012, as presented in WNP’s 2012 Cost of Service application 9 

(EB-2011-0249, Exhibit 11, Schedule 2).  WNP did not undertake or commission a study to 10 

justify why the mid-range period was selected.  The effective date for implementing the mid-11 

range typical useful life for its assets of January 1st 2012 was chosen on the basis of: 12 

a) To meet the obligations of the regulator (either to implement in 2012 or 2013) and; 13 

b) The timing of the rate application seeking approval for May 1st 2012 distribution rates 14 

(i.e. to present the Test Year of 2012 Fixed Asset Continuity Schedule showing the 15 

application of adopting the mid-range typical useful life for assets.)  16 

 17 

Table 4.21, below, shows a comparison of Depreciation Rates that were approved in the 18 

Applicant’s last Cost of Service rate application (EB-2011-0249) and the Proposed Changes. 19 

  20 
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Table 4.21:  Comparison of Depreciation Rates (approved in 2012 CoS 1 

 2 

WNP is seeking approval to adjust the Useful Life of Smart Meters from the current 15 years to 3 
10 years, based on the information below; 4 

 5 

WNP completed the installation of smart meters throughout the service territory in Summer of 6 

2011.  At the end of Spring 2011, all installed smart meters were registered with the Meter Data 7 

Management and Repository (“MDM/R”).  Time of use (“TOU”) billing began in January 2012. 8 

 9 

Table 4.22 Smart Meter Implementation 10 

 11 
 12 

Over the past two years (2013 and 2014), WNP has observed an increase in the failure rate of 13 

Smart Meters.  During the period, the utility has replaced nearly 200 Smart Meters per year due 14 
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to technical faults and failures.  The removed meters are scrapped because the one-year 1 

warranty period has passed and it is most cost-effective to purchase a new meter (at 2 

approximately $98 per meter) compared to sending the meter back to the manufacturer for 3 

investigation (approximate cost $200).  The table below shows the number of meters that have 4 

been withdrawn and replaced over the past two years as well as the count as at June 30th 2015: 5 

Table 4.23:  Number of Faulty Smart Meters Scrapped – January 2013 to June 2015 6 

 7 

In 2013 WNP scrapped 187 Smart meters with a loss on disposal value of $10,818, 2014 WNP 8 

scrapped 199 Smart meters with a loss on disposal value of $22,469.  Between January 1st and 9 

June 30th 2015, WNP has scrapped 59 Smart meters, with a loss on disposal value of $6,734.  10 

(Note: these Smart meters scrapped and were outside of the manufacturers 1 year warranty 11 

period.) 12 

 13 

Based upon the above history, through this rate application, WNP is seeking approval to adopt a 14 

Typical Useful Life of 10 years for Smart Meters, therefore aligning to the meter seal dates as 15 

prescribed by Measurement Canada.   16 

 17 

 18 
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Ex.4/Tab 4/Sch.4 – Service Life Comparison  1 

Table 4.24 below, consistent with Board Appendix 2-BB, provides a summary of the life comparison between WNP’s selected useful lives and 2 

those provided in Table F-1of the Kinectrics Report. 3 

 4 

Table 4.24:  Appendix 2BB – Service Life Comparison: Table F-1 from the Kinectrics Report 5 

 6 
  7 
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Table 4.24 continued:  Appendix 2BB – Service Life Comparison: Table F-1 from the Kinectrics Report 1 

 2 

 3 

 4 
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Ex.4/Tab 4/Sch.5 - Depreciation Expense Associated with Retirement 1 

Obligation 2 

At this time, WNP does not have any Asset Retirement Obligations, associated 3 

depreciation or accretion expenses in relation to asset retirement obligations to report 4 

as part of the application. 5 

  6 
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Ex.4/Tab 4/Sch.6 - Depreciation and Capitalization Policy 1 

WNP’s Depreciation and Capitalization Policy is enclosed in Appendix 4E and included in 2 

Exhibit 2. 3 

  4 
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Ex.4/Tab 4/Sch.7 - Adoption of Half Year Rule 1 

WNP confirms that it has applied the half-year rule for the purposes of computing the net book 2 

value of Property, Plant and Equipment and General Plant to include in rate base.   Under the 3 

half-year rule acquisitions and investments made during the year are amortized assuming they 4 

entered service at the mid-point of the year.    5 
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Taxes or Payments In Lieu of Taxes (PILs) and Property 1 

Taxes 2 

Ex.4/Tab 5/Sch.1 - Overview of PILs 3 

WNP is required to make payments in lieu of income taxes (“taxes”) based on its taxable 4 

income. WNP files Federal/Provincial tax returns annually. There have been no special 5 

circumstances that would require specific tax planning measures to minimize taxes payable. 6 

There are no outstanding audits, reassessments or disputes relating the tax returns filed by 7 

WNP. 8 

There are no non-utility activities included in WNP’s financial results, therefore the entire 9 

amount of PILs payable is considered in the proposed allowance to be included in the revenue 10 

requirement. 11 

WNP has used the Board’s Tax Work Form model to calculate the amount of taxes for inclusion 12 

in its 2015 rates so that the integrity checks established in the Boards Minimum Filing 13 

Requirements have been adhered to. This model (reference: “2016_Test-14 

year_Income_Tax_PILS_Workform_WNP_EB-2015-0110”) has been submitted as part of this 15 

rate application.)  PILs have been calculated under MIFRS accounting policies. The PILS model 16 

was reviewed by WNP’s external auditor KPMG to ensure that the current and proposed tax 17 

rates have been applied and that the amount of PILS calculated appears reasonable.  18 

Property Taxes 19 

WNP pays property taxes to the Township of Wellington North for its office premises and the 20 

municipal substations.  The table below show the actual’s for 2012, 2013, 2014 and 2015.  For 21 

the Test Year 2016 WNP has forecasted an increase of $500 (3.7%) above the 2015 actual. 22 

Table 4.24:  Property Taxes     23 

 24 

2015 included an increase in property taxes due to acquiring access to one of WNP’s substation 25 

that is located on public property.   26 
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Table 4.25 below summarizes WNP’s taxes for the 2012 Historical Year, 2015 Bridge Year and 1 

2016 Test Year.  For the 2016 Test Year, WNP’s PILS will be a credit, because of the loss on a 2 

tax basis. 3 

Table 4.25:  Tax Provision for the Test Year4 

5 
  6 

 7 

  8 
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The income tax information for the 2016 Test Year is presented below in Table 4.26: 1 

Table 4.26:  Tax Provision for the Test Year 2 

 3 

The PILs model has been filed in conjunction with this application (reference: “2016_Test-4 

year_Income_Tax_PILS_Workform_WNP_EB-2015-0110” as filed this this application.) 5 

  6 
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Ex.4/Tab 5/Sch.2 - Latest Filed Tax Return, Tax Assessments and 1 

Correspondence 2 

WNP’s latest tax return is included in Appendix 4B and Appendix 4C. 3 

  4 
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Ex.4/Tab 5/Sch.3 - Calculation of Tax Credits 1 

WNP is not claiming an Apprenticeship Training Tax Credit in the 2016 Test Year. 2 

  3 
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Ex.4/Tab 5/Sch.4 - Non-recoverable and Disallowed Expenses 1 

WNP confirms that expenses that are deemed non-recoverable in the revenue requirement (e.g. 2 

certain charitable donations) or disallowed for regulatory purposes have been excluded from the 3 

regulatory tax calculation. 4 

  5 
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Ex.4/Tab 5/Sch.5 - Integrity Checklist 1 

WNP has had the PILS model reviewed by its external auditors, KPMG.  The utility affirms that 2 

the following integrity checks have been completed in its application: 3 

 The depreciation and amortization added back in the application’s PILs model agree with 4 

the numbers disclosed in the rate base section of the application; 5 

 The capital additions and deductions in the UCC/ CCA Schedule 8 agree with the rate 6 

base section for historic years, bridge and test years when normal adjustments for tax 7 

rules are applied; (i.e. CCA has been applied to assets temporarily assigned to regulatory 8 

accounts, and benefit costs added to labour costs are capitalized for accounting purposes, 9 

but expensed for tax.)  10 

 Schedule 8 of the most recent federal T2 tax return filed with the application has a closing 11 

December 31st historic year UCC that agrees with the opening bridge year UCC at 12 

January 1st; 13 

 The CCA deductions in the application’s PILs tax model for historic, bridge and test years 14 

agree with the numbers in the UCC schedules for the same years filed in the application; 15 

 Loss carry-forwards, if any, from the tax returns (Schedule 4) agree with those disclosed 16 

in the application; 17 

 CCA is maximized even if there are tax loss carry-forwards; and 18 

 A statement is included in the application as to when the losses, if any, will be fully utilized. 19 

  20 
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Conservation and Demand Side Management  1 

Ex.4/Tab 6/Sch.1 - Overview of CDM 2 

WNP filed its 2011 to 2014 CDM Strategy with the OEB in the Fall of 2010.  WNP began 3 

delivering CDM programs in 2011 in order to meet the mandated targets. The emphasis has 4 

been on delivering Ontario Power Authority (“OPA”) Contracted Province-Wide Programs to 5 

Residential and General Service customers. WNP has not sought approval for Board-approved 6 

CDM programs.   7 

The OPA provides funding for WNP’s CDM programs. WNP’s funding portfolio for 2011 to 2014 8 

was $278,526. Funding and expenditures for the delivery of OPA Contracted Province-Wide 9 

Programs are kept separate and tracked in Non-Distribution Revenue Accounts in accordance 10 

with the guidance in Chapter 5, Accounting Treatment of the CDM Code.  11 

In addition, WNP has ensured that any function performed within the distribution company for 12 

CDM activity has been attributed and tracked in the non-distribution accounts. Therefore, CDM 13 

activities are not included in the calculation revenue requirement or revenue offsets. 14 

The 2015 -2020 Energy Conservation Agreement was signed with an effective date of 15 

December 16, 2014. WNP receive CDM Plan approval from the IESO on July 2, 2015 with the 16 

Conservation First launch planned for January 1, 2016. Costs associated with CDM initiatives 17 

will be paid through the PAB budget provided by the IESO.  18 

At this time, WNP does not contemplate employing any Board-Approved programs.  The intent 19 

is to meet demand and energy reduction requirements by delivering OPA-Contracted Province-20 

Wide programs. WNP will not be applying for any OM&A costs related to the administration and 21 

delivery of CDM programs to be recovered through the revenue requirement. 22 

  23 
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Ex.4/Tab 6/Sch.2 - LRAM 1 

Ex.4/Tab 3/Sch.1 - Lost Revenue Adjustment Mechanism ("LRAM") for 2011-2014 2 

On March 31, 2010, the Minister of Energy and Infrastructure issued a directive (the "Directive") 3 

to the Board regarding electricity CDM targets to be met by licensed electricity distributors. The 4 

Directive required that the Board amend the licenses of distributors to add, as a condition of 5 

license, the requirement for distributors to achieve reductions in electricity demand through the 6 

delivery of CDM programs over a four-year period beginning January 1, 2011. Section 12 of the 7 

Directive required the Board to have regard to the objective that lost revenues that result from 8 

CDM Programs should not act as a disincentive to a distributor. On April 26, 2012, the Board 9 

issued Guidelines for Electricity Distributor Conservation and Demand Management ("CDM 10 

Guidelines").  11 

In keeping with the Directive, the Board adopted a mechanism to capture the difference 12 

between the results of actual, verified impacts of authorized CDM activities undertaken by 13 

distributors between 2011 and 2014 and the level of activities embedded into rates through the 14 

distributors load forecast in a Lost Revenue Adjustment Mechanism Variance Account 15 

(LRAMVA).  16 

The table below illustrates the balances recorded in WNP’s LRAMVA account by rate class for 17 

the program period 2011 to 2014: 18 

Table 4.27:  Summary of Requested LRAMVA Amounts for 2011 to 2014 19 

 20 

  21 
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In reviewing the above table, it should be noted that: 1 

a) WNP is not requesting recovery of lost revenue resulting from any pre-2011 CDM activities 2 

or legacy programs; and 3 

b) The above table reflects lost revenue for 2011, 2012, 2013 and 2014 CDM programs;  4 

c) Account entries are made each September following the publishing of the results from the 5 

OPA (recognized as the Independent Electricity System Operator (IESO) from January 1st 6 

2015);  7 

d) WNP has not requested disposal of LRAM balances associated to results from 2011 to 2014 8 

CDM programs prior to this rate application; and  9 

e) WNP is not currently requesting recovery of lost revenue resulting from Board-approved 10 

programs.  11 

WNP has used the most recent input assumptions when calculating lost revenue and has relied 12 

on the most recent final evaluation report from the Ontario Power Authority in support of its 13 

LRAM calculation for its contracted province-wide CDM programs ("OPA Programs") for 2011-14 

2014. Lost revenues are based on Board approved distribution volumetric variables as a result 15 

of rate applications filed by WNP (file numbers: EB-2010-0119, EB-2011-0249, EB-2012-0174 16 

and EB-2013-0178) and carrying charges through to April 30, 2015 are applied using the 17 

quarterly rates prescribed by the Board provided in Exhibit 9. 18 

The table below illustrates the CDM load reduction for 2011, 2012, 2013 and 2014: 19 

Table 4.28:  CDM Forecasted Load Reductions for 2011 to 2014 20 

 21 
 22 

For 2011, no CDM adjustment was applied as there was no CDM component included in WNP’s 23 

2008 cost of service application (EB-2007-0693). A CDM load reduction of 904,000 kWh was 24 

included in the load forecast that was approved in WNP’s most recent cost of service rate 25 

application (EB-2011-0249- Decision and Order dated (page 27 – section 3.3 “Is the impact of 26 

CDM appropriately reflected in the load forecast?”) issued on September 20, 2012). This CDM 27 
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derived load reduction of 904,000 kWh was applied to the years of 2012, 2013 and 2014 in 1 

determining the lost revenue  2 

WNP has filed a copy of its LRAM model with this rate application (see model “WNP EB-2015-3 

0110-LRAMVA Model”).  This CHEC LRAMVA copyrighted model includes: 4 

a) Separate tables for each rate class showing the lost revenue amounts requested by the year 5 

they are associated with and the year the lost revenues took place; 6 

b) Separate rate class table including a list of all the CDM programs/initiatives applicable to 7 

that rate class together with provide the energy savings (kWh) and peak demand (kW) 8 

savings assigned to those programs/initiatives; 9 

c) Lost revenue calculations based on calculating the energy savings by customer class and 10 

multiplying by WNP’s Board-approved variable distribution charge appropriate to the class; 11 

A copy of the IESO’s (OPA’s) “Final Results for Wellington North Power Inc.” report issued on 12 

September 2, 2015, containing the actuals for WNP for the period 2011, 2012, 2013 and 2014 is 13 

included in the Appendix 4D. 14 

  15 
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Appendix 4D IESO Final Results Report for Wellington 

North Power Inc. (CDM) for 2011- 2014 

Appendix 4E Depreciation and Capitalization Policy 
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