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Toronto, Ontario M4P 1E4 

 

Dear Ms. Walli, 

 

Re:  Wellington North Power Inc. 

EB-2015-0110 - 2016 Cost of Service Application 

Settlement Proposal  

 

Wellington North Power Inc. (WNP) is pleased to advise the Board that all Parties were able to 

arrive at a complete settlement with respect to the Applicant’s 2016 Cost of Service application 

(file number EB-2015-0110). Pursuant to Procedural Order No.2, please find attached the 

Settlement Proposal together with supporting documentation. 

 

Wellington North Power Inc. confirms a copy of the settlement proposal has been filed through 

the Board’s e-filing service together with updated models.  As per requirements, two copies will 

be mailed to the Ontario Energy Board offices. 

 

Should you have any questions, please do not hesitate to contact me. 
 

Regards, 

Richard Bucknall 
 

Richard Bucknall 

Chief Administrative Officer 

Wellington North Power Inc. 

 

Cc: OEB:   Ms. Jane Scott and Mr. Michael Millar 

Cc: Intervenors: Energy Probe Research Foundation; Vulnerable Energy Consumers Coalition 

Cc: Legal Counsel:  Mr. James Sidlofsky and Bruce Bacon 
 

This document has been filed pursuant to the Board’s e-filing Services.  
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Note: 
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SETTLEMENT PROPOSAL 

Wellington North Power Inc. (the “Applicant” or “WNP”) filed a Cost of Service application with 

the Ontario Energy Board (the “OEB”) on November 2nd 2015 under section 78 of the Ontario 

Energy Board Act, 1998, S.O. 1998, c. 15, (Schedule B) (the “Act”), seeking approval for changes 

to the rates that WNP charges for electricity distribution, to be effective May 1, 2016 (OEB file 

number EB-2015-0110) (the “Application”). 

The OEB issued a Letter of Direction and Notice of Application on November 23rd 2015. In 

Procedural Order No. 1, dated December 15th 2015, the OEB sought the provision of written 

interrogatories and outlined the timetable of the various elements in the proceeding. 

Following the receipt of interrogatories, WNP filed its interrogatory responses with the OEB on 

January 27th 2016 and filed responses to clarification questions with the OEB on February 8th 

2016. 

On February 1st 2016, following interrogatories and the issuance of clarification questions, OEB 

Staff submitted a proposed issues list as agreed to by the parties. On February 8th 2016 the OEB 

issued its decision on the proposed issues list, approving the list submitted by OEB staff as the 

final issues list (the “Issues List”), and confirmed that a settlement conference would occur in 

accordance with Procedural Order No. 1. 

The settlement conference was convened on February 11th 2016 in accordance with the OEB’s 

Rules of Practice and Procedure (the “Rules”) and the OEB’s Practice Direction on Settlement 

Conferences (the “Practice Direction”). Mr. Jim Faught acted as facilitator for the settlement 

conference which was held for one day. 

WNP and the following intervenors (the “Intervenors”), participated in the settlement 

conference: 

 Energy Probe Research Foundation (“EP”); and 

 Vulnerable Energy Consumers Coalition (“VECC”). 

WNP and the Intervenors are collectively referred to below as the “Parties”.  Ontario Energy 

Board staff (“OEB staff”) also participated in the settlement conference.  The role adopted by 

OEB staff is set out in page 5 of the Practice Direction. Although OEB staff is not a party to this 

Settlement Proposal, as noted in the Practice Direction, OEB staff who did participate in the 
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settlement conference are bound by the same confidentiality and privilege rules that apply to 

the Parties to the proceeding. 

This document is called a “Settlement Proposal” as this is a proposal by the Parties presented to 

the OEB to settle the issues in this proceeding. It is termed a proposal as between the Parties 

and the OEB. However, as between the Parties, and subject only to the OEB’s approval of this 

Settlement Proposal, this document is intended to be a legal agreement, creating mutual 

obligations, and binding and enforceable in accordance with its terms. As set forth later in this 

Preamble, this agreement is subject to a condition subsequent, that if it is not accepted by the 

OEB in its entirety, then unless amended by the Parties it is null and void and of no further 

effect. In entering into this agreement, the Parties understand and agree that, pursuant to the 

Act, the OEB has exclusive jurisdiction with respect to the interpretation and enforcement of 

the terms hereof. 

These settlement proceedings are subject to the rules relating to confidentiality and privilege 

contained in the Practice Direction. The Parties acknowledge that this settlement proceeding is 

confidential in accordance with the OEB’s Practice Direction on Settlement Conferences. The 

Parties understand that confidentiality in that context does not have the same meaning as 

confidentiality in the OEB’s Practice Direction on Confidential Filings, and the rules of that latter 

document do not apply. Instead, in this settlement conference, and in this Settlement Proposal, 

the Parties have interpreted “confidential” to mean that the documents and other information 

provided during the course of the settlement proceeding, the discussion of each issue, the 

offers and counter-offers, and the negotiations leading to the settlement – or not – of each 

issue during the settlement conference are strictly privileged and without prejudice. None of 

the foregoing is admissible as evidence in this proceeding, or otherwise, with one exception, 

the need to resolve a subsequent dispute over the interpretation of any provision of this 

Settlement Proposal. Further, the Parties shall not disclose those documents or other 

information to persons who were not attendees at the settlement conference. However, the 

Parties agree that “attendees” is deemed to include, in this context, persons who were not 

physically in attendance at the settlement conference but were a) any persons or entities that 

the Parties engage to assist them with the settlement conference, and b) any persons or 

entities from whom they seek instructions with respect to the negotiations; in each case 

provided that any such persons or entities have agreed to be bound by the same confidentiality 

provisions. 
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This Settlement Proposal provides a brief description of each of the settled and partially settled 

issues, as applicable, together with references to the evidence. The Parties agree that 

references to the “evidence” in this Settlement Proposal shall, unless the context otherwise 

requires, include a) additional information included by the Parties in this Settlement Proposal, 

and b) the Appendices to this document.  The supporting Parties for each settled and partially 

settled issue, as applicable, agree that the evidence in respect of that settled or partially settled 

issue, as applicable, is sufficient in the context of the overall settlement to support the 

proposed settlement, and the sum of the evidence in this proceeding provides an appropriate 

evidentiary record to support acceptance by the OEB of this Settlement Proposal. The Parties 

agree that references to the evidence in this Settlement Proposal shall, unless the context 

otherwise requires, include, in addition to the Application, the responses to interrogatories, 

responses to clarification questions and undertakings, and all other components of the record 

up to and including the date hereof, including additional information included by the Parties in 

this Settlement Proposal and the Attachments to this document.   

Included with this Settlement Proposal are Attachments that provide further support for the 

proposed settlement. The Parties acknowledge that the Attachments were prepared by WNP.  

While the Intervenors have reviewed the Attachments, the Intervenors are relying on the 

accuracy of the underlying evidence in entering into this Settlement Proposal. 

For ease of reference, this Settlement Proposal follows the format of the final Approved Issues 

List. 

The Parties are pleased to advise the OEB that the Parties have reached a complete agreement 

with respect to all of the issues in this proceeding. Specifically: 

Description Number of 

Issues Settled 

“Complete Settlement” means an issue for which complete settlement was reached by all 

Parties, and if this Settlement Proposal is accepted by the OEB, the Parties will not adduce any 

evidence or argument during the oral hearing in respect of these issues. 

 

All 

“Partial Settlement” means an issue for which there is partial settlement as WNP and the 

Intervenors who take any position on the issue were able to agree on some but not all, aspects 

of the particular issue.  If this Settlement Proposal is accepted by the OEB, the Parties who take 

any position on the issue will only adduce evidence and argument during the hearing on those 

portions of the issues not addressed in this Settlement Proposal.  

 

 

None 

“No Settlement” means an issue for which no settlement was reached.  WNP and the 

Intervenors who take a position on the issue will adduce evidence and/or argument at the 

hearing on the issue. 

 

None 
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If applicable, a Party who is noted as taking no position on an issue may or may not have 

participated in the discussion on that particular issue, but in either case such Party takes no 

position on a) the settlement reached, and b) the sufficiency of the evidence filed to date. 

According to the Practice Direction (p. 3), the Parties must consider whether a Settlement 

Proposal should include an appropriate adjustment mechanism for any settled issue that may 

be affected by external factors. These adjustments are specifically set out in the text of the 

Settlement Proposal. 

The Parties have settled the issues as a package, and none of the parts of this Settlement 

Proposal are severable. If the OEB does not accept this Settlement Proposal in its entirety, then 

there is no settlement (unless the Parties agree in writing that any part(s) of this Settlement 

Proposal that the OEB does accept may continue as a valid settlement without inclusion of any 

part(s) that the OEB does not accept).  

In the event that the OEB directs the Parties to make reasonable efforts to revise the 

Settlement Proposal, the Parties agree to use reasonable efforts to discuss any potential 

revisions, but no Party will be obligated to accept any proposed revision. The Parties agree that 

all of the Parties who took a position on a particular issue must agree with any revised 

Settlement Proposal as it relates to that issue prior to its resubmission to the OEB. 

Unless stated otherwise, the settlement of any particular issue in this proceeding and the 

positions of the Parties in this Settlement Proposal are without prejudice to the rights of Parties 

to raise the same issue and/or to take any position thereon in any other proceeding, whether or 

not WNP is a party to such proceeding, provided that no Party shall take a position that would 

result in this Agreement not applying in accordance with the terms contained herein. 

Where in this Agreement, the Parties “Accept” the evidence of WNP, or “Agree” to a revised 

term or condition, including a revised budget or forecast, then unless the Agreement expressly 

states to the contrary, the words “for the purpose of settlement of the issues herein” shall be 

deemed to qualify that acceptance or agreement. 
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SUMMARY 

In reaching this Settlement Proposal, the Parties have been guided by the Filing Requirements 

for 2016 rates and the Approved Issues List. 

This Settlement Proposal reflects a settlement of all of the issues in this proceeding. 

WNP has made changes to the Revenue Requirement as presented below in Table 1: 

TABLE 1:  REVENUE REQUIREMENT  

 

Based on the foregoing, and the evidence and rationale provided below, the Parties agree that 

this Settlement Proposal is appropriate and recommend its acceptance by the OEB. 

Please refer to Attachment A for updated Tariff of Rates and Charges based on the outcome of 

this Settlement Proposal which are subject to the OEB’s acceptance. 
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Table 2 below illustrates the updated Bill Impacts based on the results of this Settlement 

Proposal. 

TABLE 2:  B ILL IMPACT SUMMARY  

 

WNP acknowledges that the Unmetered Scattered Load rate class total bill impact is above a 

10% increase. However, the applicant is not proposing rate mitigation on the basis that: 

 The total bill impact is greater than 10% due to the small monthly usage associated with 

this rate class (an average monthly usage of 252 kWh); 

 WNP has observed that energy used for this rate class has continually reduced from 

2010 to date; however billing and servicing costs remain consistent; and 

 There is only one (1) customer connection in the Unmetered Scattered Load rate class 

and this has been consistent for the past 5 years (2010 to 2015).  

 

Attachment B contains the Bill Impacts by rate class for all components of WNP’s monthly 

electricity bill. 
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RRFE OUTCOMES 

In reaching this Settlement Proposal, the Parties have taken into consideration the outcomes as 

defined by the Renewed Regulatory Framework for Electricity (RRFE). Below is a summary of 

the outcomes: 

a) Customer Focus: 

The Parties acknowledge and accept that WNP has engaged with its customers in preparing 

its 2016 Cost of Service rate application, namely: 

 The Applicant has addressed or is in the processing of addressing feedback from 

WNP’s 2014 Customer Satisfaction survey including: 

o Preferred contact methods and use of social media; 

o Launch of Customer Connect and a new website that enables consumers to 

view their energy usage, past payments and ability to make a payment; 

 Surveying large consumers independently (General Service 1,000-4,999kW) to assess 

load demand requirements that were included in the Applicant’s Distribution System 

Plan; 

 Organizing of public meetings to share information with rate-payers about capital 

plans and operating budgets; and 

 Continued to promote the benefits of an LDC that has an office open 5 days a week 

with approachable and knowledgeable staff to address customers concerns, 

feedback or complaints. 

 

b) Operational Effectiveness: 

The Parties accept that WNP’s proposed OM&A expenses, as modified by this Settlement 

Proposal, are driven by appropriate high-level objectives for the 2016 Test Year, as 

described in the evidence. Specifically, the Parties understand that the Applicants OM&A 

costs reflect the expenditures required to: 

 Maintain and operate its distribution system assets;  

 The costs associated with metering, billing and collecting from its customers; 

 The costs associated with ensuring all stakeholders’ safety (public and employees); 

and  

 Costs to maintain the distribution service quality and reliability standards in 

compliance with the Distribution System Code and other regulatory bodies 
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(including Independent Electricity System Operator, Ministry of Energy, Ministry of 

Finance, etc.). 

 

c) Public Policy Responsiveness: 

For the purpose of settlement of the issues in this proceeding, the Parties accept WNP’s 

confirmation that the resources available to it in the 2016 Test Year as result of this 

Settlement Proposal will allow it to meet all obligations currently mandated by the OEB and 

the Government relevant to this Application in the Test Year.  

 

d) Financial Performance: 

For the purpose of settlement of the issues in this proceeding, and subject to the 

adjustments noted in this Settlement Proposal, the Parties accept that WNP’s proposed 

rates in the 2016 Test Year will, in all reasonably foreseeable circumstances, allow the 

Applicant to meet its obligations to its customers while maintaining its financial viability.  

 

The Parties accept that the Applicant has adequately demonstrated it is using reasonable 

efforts to pursue operational effectiveness initiatives as referenced in the Applicant’s 

Distribution System Plan. Furthermore, as discussed in section 1.1 of this settlement 

proposal, WNP has applied opportunities to divert labour costs from OM&A expense 

accounts to capitalized projects. This has resulted in reducing annual OM&A costs which in-

turn has reduced the revenue requirement requested by WNP, therefore benefitting the 

ratepayer. 
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1 PLANNING 

1.1  Capital 

Is the level of planned capital expenditures appropriate and is the rationale for planning and 
pacing choices appropriate and adequately explained, giving due consideration to: 

 Customer feedback and preferences; 

 Productivity; 

 Benchmarking of costs; 

 Reliability and service quality; 

 Impact on distribution rates; 

 Trade-offs with OM&A spending; 

 Government-mandated obligations; and 

 The objectives of the Applicant and its customers. 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all elements of the Capital Expenditures have been 

correctly determined in accordance with OEB policies and practices.  Specific adjustments to 

Capital Expenditures as a result of the Settlement Proposal in the amount of $139,700 are 

further described below. 

 Issue 1.1.1 – Second Line Feeder to Mount Forest. 

 Issue 1.1.2 – Advanced Capital Module (ACM) in 2018. 

A summary of Gross Capital Expenditures is presented in Table 3 below.   

TABLE 3:  2016  GROSS CAPITAL EXPENDITURES (EXCLUDING D ISPOSALS) 
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1.1.1 Second Line Feeder to Mount Forest 

Regarding “System Service”, as per the Applicant’s Distribution System Plan, WNP is planning to 

build a second line feeder to the town of Mount Forest to primarily address current demand 

capacity limitations to this community which will restrict future growth and secondly to provide 

an alternative supply in the event of prolonged power outages (as encountered in the ice-storm 

of April 2013). WNP is an embedded distributor fed by Hydro One Networks Inc. (HONI). The 

proposed second line feeder will be constructed by HONI from Palmerston to WNP’s service 

territory. (WNP and HONI explored alternative solutions as discussed in Appendix D – “HONI 

Town of Mount Forest Supply Study” filed with the Applicant’s DSP in Exhibit 2 of the 

application.)  

In its application, WNP included an estimate based on a 2014 “fixed price” and indexed for 

inflation to 2016 rates of $1,269,751. When responding to interrogatories it was noted that the 

“fixed price” methodology was not in accordance with OEB Policy or HONI’s Conditions of 

Service and consequently, the revised cost estimate of $1,092,961 was used (based on an 

Economic Evaluation by HONI) – a difference of $176,790 between application and IR 

responses.   

On February 11, 2016 (on the day of the Settlement Conference), HONI provided to WNP a 

revised cost estimate of $881,156 (before HST) based on 2016 construction rates.  WNP 

provided this latest information in the Settlement Conference indicating the total cost, 

including HST, was $1,027,767 which consists of: 

 $881,156 for design, procurement and construction by HONI for the 44kV pole line; 

 $114, 550 for HST (@ 13%) on the above; and 

 $32,061 for the 2014 HONI Supply Study of Mount Forest. 

 

Attachment L contains details of the latest quote received from HONI on February 11th 2016.  

 

In updating the Fixed Asset Continuity Schedule and 2016 Capital Plan, WNP has used the 

amount of $913,217 based on: 

 HONI’s Capital Contribution Required from WNP of $881,156 (before HST) 

 Plus the cost of HONI’s 2014 study of $32,061 (before HST) that WNP expensed in 

2014.)  
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(The difference of $179,700 for System Service presented in Table 5 between IR Responses 

and Settlement submission is as a result of HONI’s revised cost estimate as described 

above.)  

All Parties agree that: 

a) For the purpose of establishing the 2016 Test Year revenue requirement, the capital 

expense for this project should be treated as $913,217. (The estimated capital expense 

for this project, including HST, is $1,027,767); 

b) The HONI cost of $931,217 plus the work required by WNP (a pole-line project and PME 

Metering) with an estimated cost of $460,000 (excluding HST) should be treated as one 

combined project.  

Hydro One will construct the line extension up to WNP’s service territory boundary at 

Highway 6 and Bentley Street. WNP will construct a new pole line would from Highway 

6 and Bentley Street to the LDC’s Municipal Substation 1 where the extension would 

connect to the existing 44kV system. As well as new pole line construction work, WNP 

will also be responsible for acquiring and installing primary metering equipment (PME) 

at Highway 6 and Bentley Street. 

c) A symmetrical variance account will be established to reflect the difference in revenue 

requirement associated with the estimated cost of the combined project and the actual 

cost and timing of the project on an annual basis until the next rebasing cost of service 

application or customer IR application. At the next rebasing cost of service application or 

customer IR application, the disposition of the balance of the symmetrical variance 

account will be addressed. The parties agree that there is a need for this account given 

the changing cost estimates from HONI and that the timing of the project is beyond the 

control of WNP. 

 

 

The Applicant notes that in terms of measuring implementation of its Distribution System Plan 

(DSP) in WNP’s Scorecard, the HONI costs will be included. If required, WNP may need to 

explain any deviation for costs and timing for this project in its commentary in the LDC’s 

Scorecard. 

All Parties agreed that an additional pole-line project in 2016, with a cost estimate of $40,000, 

would be included to assist with meeting the agreed 2016 OM&A budget. (Operations labour 

cost of approximately $10,000 associated with this pole-line work would be allocated to this 

capital project and subsequently capitalized. Consequently, labour costs are diverted from 
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being charged to labour expense accounts.) This has been included, hence the $40,000 variance 

between Settlement and IR Responses in Table 3 above for System Renewal. (WNP has added 

$40,000 for a capital pole-line replacement project in each subsequent year (2017, 2018, 2019 

and 2020) to assist with diverting approximately $10,000 of labour costs to capital projects 

instead of labour expense accounts.)  

 

 

 

1.1.2 Advanced Capital Module (ACM) in 2018 

In its application, WNP included an Advanced Capital Module (ACM) for 2018 to replace an 

aged/deteriorated substation. WNP acquired the services of Costello Associates Inc. to provide 

supporting technical information and budgetary estimates for an asset condition assessment of 

six of its distribution substations. This independent 3rd party report with findings and 

recommendation was issued to WNP in June 2013. This study identifies deficiencies in the 

substations that require attention. Page 2 of the report states the concern regarding the age of 

these substations and combined with overall condition lead to the planned replacement. 

The ACM filed with the Application reflected the estimated costs for replacing WNP’s MS3 

Substation. Details about this “special” capital project, including background, scope, options 

explored and supporting material can be found in WNP’s 2016 DSP, Section 5.4.5.3.2. 

All Parties accepted WNP’s evidence in support of the ACM. WNP has updated the ACM model 

to incorporate the changes in depreciation agreed as discussed in section 2.1.4. The table below 

summarizes the proposed ACM project and the “Maximum Eligible Incremental Capital 

(forecasted CapEx less Threshold) 
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TABLE 4:  ACM  2018  PROJECT WITH THRESHOLD TEST  

 

All Parties accept WNP’s ACM for 2018. The Applicant will file updated information on the 

forecasted costs and will demonstrate that the capital project still qualifies for incremental 

capital funding and recovery in its 2017 rate application seeking approval for 2018 distribution 

rates with latest forecast and revenue data at that time.  

Attachment I of this Settlement Proposal provides the ACM Threshold Test and the updated 

ACM Model has been filed through the OEB’s e-filing service. 

For the purposes of settlement of all the issues in this proceeding, the Parties accept the 

evidence of WNP that the level of planned capital expenditures and the rationale for planning 

and pacing choices are appropriate in order to maintain system reliability, service quality 

objectives and the reliable and safe operations of the distribution system.  The Parties further 

acknowledge that the planned capital expenditures are adequately explained, giving due 

consideration to:  

 WNP’s customer feedback and preferences as explained in: 

o Exhibit 1 / Section 1 / Tab 5  

o Exhibit 1 – Appendix 1A 
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o 2016 Filing Requirements – Chapter 2 Appendices / worksheet App.2-AB: Capital 

Expenditures 

 Exhibit 2 – Appendix 2A: Distribution System Plan: 

o Section 5.2.2.3 – Consultations with Customers 

o Section 5.2.3.4 – System Reliability and Performance 

o Section 5.2.3.5 – Customer Focus 

o Section 5.4.2 – CapEx Planning Process 

o Section 5.4.5 – Justifying Capital Expenditures 

o Section 5.4.5.3 – Special Projects 

o Section 5.0 –Appendix 5D: Hydro One Networks Inc. Town of Mount Forest 

Supply Study 

o Section 5.0 –Appendix 5E: Stakeholder letters supporting 2nd feeder 

o Section 5.0 –Appendix 5F: 3rd Party Substation Assessment Study 

 Total impact on distribution rates as detailed in Attachment B of this Settlement 

Proposal 

The Parties further agree that the Distribution System Plan filed in this proceeding, combined 

with the resources made available to WNP in the Test Year under the terms of this Settlement 

Proposal, provide a foundation to WNP in the Test Year to continue to:  

 Maintain system reliability and service quality objectives; and  

 Maintain reliable and safe operation of its distribution system. 

Attachment C of this Settlement Proposal provides updated Capital Expenditure Summary – 

Appendix 2-AB to reflect this settlement.  

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 2 / Tab 1 / Schedule 3 

 Exhibit 2 / Tab 1 / Schedule 4 

 Exhibit 2 / Tab 2 / Schedule 1 

 Exhibit 2 / Tab 2 / Schedule 2 

 Exhibit 2 - Appendix 5A: WNP’s Distribution System Plan: 
o Section 5.4.5.3 – Special Projects 

o Section 5.0 –Appendix 5D: HONI Inc. Town of Mount Forest Supply Study 

o Section 5.0 –Appendix 5E: Stakeholder letters supporting 2nd feeder 

o Section 5.0 –Appendix 5F: 3rd Party Substation Assessment Study 
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IR Responses dated January 27th 2015: 

 IR 2-Staff-7, pages 25-29 

 IR 2-Staff-14, pages 40-41 

 IR 2-Staff-23, pages 56-57 

 IR 2-Staff-25, page 61 

 IR 2-Staff-29, pages 67-68 

 IR 2-Staff-30, pages 69-71 

 IR 2-VECC-7, page 75 

 IR 2-VECC-8, pages 76-77 

 IR 2-VECC-11, pages 80-81 

 IR 2-VECC-13, pages 84-85 
 

Clarification Question Responses dated February 8th 2016: 

 None 

Supporting Parties: 
All  
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1.2  OM&A 

Is the level of planned OM&A expenditures appropriate and is the rationale for planning 

choices appropriate and adequately explained, giving due consideration to: 

 Customer feedback and preferences; 

 Productivity; 

 Benchmarking of costs; 

 Reliability and service quality; 

 Impact on distribution rates; 

 Trade-offs with capital spending; 

 Government-mandated obligations; and 

 The objectives of the Applicant and its customers. 

 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all elements of the OM&A expenditures have been 

correctly determined in accordance with OEB policies and practices.  Specific adjustments to 

OM&A expenditures as a result of the Settlement Proposal are summarized below and are 

described in detail in the specified sections further below: 

o Issue 1.2.1 – OM&A Expenditures 

o Issue 1.2.2 – OPEBs 

 

A summary of the adjusted OM&A expenditures is presented in Table 5 below.  For the purpose 

of presentation, WNP has identified in the table below the revised OM&A budget for the 2016 

Test Year, and has indicated reductions totaling $79,728. The Parties acknowledge that the 

ultimate determination of the areas of OM&A in which reductions will be made is at the 

discretion of WNP. 
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TABLE 5:  2016  TEST YEAR OM&A  EXPENDITURES  

 

For the purposes of settlement of all the issues in this proceeding, the Parties accept the 

evidence of WNP that the level of planned OM&A expenditures and the rationale for planning 

choices are appropriate and adequately explained, giving due consideration to:  

 WNP’s customer feedback and preferences as explained in: 

o Exhibit 1 / Section 1 / Tab 5  

o Exhibit 1 – Appendix 1A 

 Exhibit 2 – Appendix 2A: Distribution System Plan: 

o Section 5.2.2.3 – Consultations with Customers 

o Section 5.2.3.4 – System Reliability and Performance 

o Section 5.2.3.5 – Customer Focus 

o Section 5.4.5.3 – Special Projects 

o Section 5.0 –Appendix 5D: Hydro One Networks Inc. Town of Mount Forest 

Supply Study 

o Section 5.0 –Appendix 5E: Stakeholder letters supporting 2nd feeder 

o Section 5.0 –Appendix 5F: 3rd Party Substation Assessment Study 

 IR Response 4-Staff-44 regarding Benchmarking 

 Total impact on distribution rates as detailed in Attachment B of this Settlement 

Proposal 

 The agreed to changes in OM&A spending as described in Issue 1.2.1 of this Settlement 

Proposal 
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1.2.1 OM&A Expenditures 

For the purposes of the settlement of all issues in this proceeding, The Parties agree to reduce 

the OM&A expenditures in the 2016 Test Year by $$75,728. 

The Parties agree that WNP’s proposed OM&A expenses, as modified by this Settlement 

Proposal, support the planning choices and are adequately explained. 

The evidence in this proceeding regarding OM&A expenditures provided a starting point for 

discussions which resulted in a Settlement Proposal which is agreeable to all Parties and 

provides a basis to support acceptance by the OEB.  In reaching this agreement, consideration 

was given to historical spending levels, inflation, efficiencies, customer growth and planned 

initiatives in response to customer needs and preferences, including power quality 

enhancements and improved customer service capabilities. 

For the purposes of the settlement of the issues in this proceeding, the Parties agree to the 

proposed OM&A expenses in this Settlement Proposal. The Intervenors have relied on WNP’s 

view that it can safely and reliably operate the distribution system based on the total OM&A 

budget established in this Settlement Proposal. WNP confirms that it will be able to achieve its 

business objectives as outlined in Exhibit 1 in the 2016 Test Year. 

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 4 / Tab 1 / Schedule 1 

 Exhibit 4 / Tab 2 / Schedule 1 

 Exhibit 4 / Tab 2 / Schedule 2 

 Exhibit 4 / Tab 3 / Schedule 2 

 Exhibit 4 / Tab 3 / Schedule 3 

 Exhibit 4 / Tab 3 / Schedule 7 

 Exhibit 4 / Tab 3 / Schedule 8 

 Exhibit 4 / Tab 3 / Schedule 9 
 

IR Responses dated January 27th 2015: 

 IR 4-Staff-42, pages 147-149 

 IR 4-Staff-42, pages 147-149 

 IR 4-Staff-43, page 150 
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 IR 4-Staff-44, page 151 

 IR 4-Staff-45, page 152 

 IR 4-Staff-46, page 153 

 IR 4-VECC-28, page 161 

 IR 4-VECC-30, pages 163-166 

 IR 4-VECC-32, pages 168-169 

 IR 4-Energy Probe-17, pages 171-172 

 IR 4-Energy Probe-19, pages 175-176 

 IR 4-Energy Probe-20, pages 177-178 

 IR 4-Energy Probe-17, pages 181-184 

 
Clarification Question Responses dated February 8th 2016: 

 4-Energy Probe-21 – CQ 4, page 9 
 

Supporting Parties: 

All 
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1.2.2 OPEBs 

Recognizing the OEB will address the method for the accounting of OPEBs in rates as part of a 

generic policy process, all Parties agree that a variance is required to reflect the difference in 

OPEBs between cash and accrual method. Based on the evidence provided WNP’s response to 

interrogatory 4-Staff-45 showing the cumulative difference between accrual and cash of 

$(32,087) between 2011 to 2015, all parties believed that it would be prudent to record the 

variance which, in the future, may be material (i.e. reach WNP’s materiality threshold of 

$50,000). 

As per WNP’s responses to interrogatories, the Applicant has included $12,568 in its OM&A and 

therefore requires the new variance account, as described further in the settlement of Issue 

4.2.3 below, to record the difference in rates between these two methodologies pending the 

OEB’s final determination on this generic policy issue. 

Table 6 below presents the adjustments related to recovery for the change to reflect OPEBs on 

a cash basis.   

TABLE 6:  OPEBS ACCOUNT CHANGE  

 

 

Evidence References: 

Application dated November 2nd 2015: 

 Exhibit 4 / Tab 3 / Schedule 1 – page 35 

 Exhibit 4 – Appendix 4H: Actuarial Report 

 

IR Responses dated December 18, 2015: 

 IR 4-Staff-45, page 152 

 IR 4-Energy Probe-22, page 180 

 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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1.2.3 Property Taxes and LEAP 

The Parties agree that the inclusions in OM&A of $14,000 for Property Tax and $2,909 for LEAP 

Program funding are appropriate. WNP calculated 2016 LEAP Funding in accordance with the 

“Filing Requirements for Electricity Distribution Rate Applications”, Chapter 2 – Cost of Service 

dated July 16, 2015. 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 4 / Tab 5 / Schedule 1, pages 79-80 

 Exhibit 4 / Tab 3 / Schedule 9 
 
IR Responses dated January 27th 2015: 

 None 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All   
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2 REVENUE REQUIREMENT 

2.1 Are all elements of the Revenue Requirement reasonable, and have they been 
appropriately determined in accordance with OEB policies and practices? 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all elements of the Revenue Requirement have 

been correctly determined in accordance with OEB policies and practices.  Specific adjustments 

to Revenue Requirement as a result of the IR Responses and the Settlement Proposal are 

summarized below and are described in detail in the relevant sections: 

o Issue 2.1.1 Cost of Capital 

o Issue 2.1.2 Rate Base 

o Issue 2.1.3 Working Capital 

o Issue 2.1.4 Depreciation 

o Issue 2.1.5 Taxes 

o Issue 2.1.6 Other Revenue 

A summary of the adjusted Revenue Requirement is presented in Table 7 below.   

TABLE 7:  REVENUE REQUIREMENT  

 

An updated Revenue Requirement Work Form Model is included in Attachment D of this 

Settlement Proposal and has been filed through the OEB’s e-filing service.  
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Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 1 / Schedule 1 

 Exhibit 3 / Tab 1 / Schedule 2 

 Exhibit 3 / Tab 5 / Schedule 1 

 Exhibit 3 / Tab 5 / Schedule 2 

 Exhibit 3 / Tab 1 / Schedule 3 

 Exhibit 2 - Appendix 5A: WNP’s Distribution System Plan 
o Section 5.4.5.3 – Special Projects 
o Section 5.0 –Appendix 5D: Hydro One Networks Inc. Town of Mount Forest Supply 

Study 
o Section 5.0 –Appendix 5E: Stakeholder letters supporting 2nd feeder 
o Section 5.0 –Appendix 5F: 3rd Party Substation Assessment Study 
 

IR Responses dated January 27th 2015: 

 IR 3-Staff-32, page 98 

 IR 3-Staff-33, pages 99-101 

 IR 3-Staff-34, page 102 

 IR 3-Staff-37, page 106 

 IR 3-Staff-38, page 107 

 IR 3-Staff-40, page 111 

 IR 3-VECC-15, pages 112-114 

 IR 3-VECC-16, pages 115-117 

 IR 3-VECC-18, pages 120-122 

 IR 3-VECC-20, pages 127-129 

 IR 3-Energy Probe-11, pages 133-134 

 IR 3-Energy Probe-13, pages 138-140 
 

Clarification Question Responses dated February 8th 2016: 

 3-Energy Probe-13 – CQ 2, pages 4-7 

 3-Energy Probe-16 – CQ 3, page 8 
 

Supporting Parties: 

All 
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2.1.1 Cost of Capital 

For the purposes of settlement, WNP has agreed to adjust its long term debt rate resulting in a 

weighted average cost of capital rate of 5.99% for the 2016 Test Year.  This rate reflects: 

 The cost of capital parameters for 2016 Cost of Service applications as adjusted for long 

term debt rates for loans secured prior to WNP’s 2016 rate application; 

 Interest rate adjustment from 4.02% to 3.76% for a pending 2016 financing loan for 

$1,100,000 over a 25 year term from Infrastructure Ontario as agreed by all Parties; and 

 Affiliate Debt interest rate to be held at the OEB’s current long-term debt rate of 4.54% for 

the period of this (2016) cost of service application and for the period  of the next rebasing 

cost of service rate application or customer IR application. 

Table 8 below details the long term debt rate calculation. The change in the long term debt rate 

resulted in a reduction of the Regulated Return on Capital of $1,588 as shown in the Revenue 

Requirement Work Form, worksheet “10. Tracking Sheet”, Item 17 included in Attachment D. 

TABLE 8:  LONG TERM DEBT RATE CALCULATION  
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TABLE 9:  COST OF CAPITAL  

 

The Parties accept that WNP’s calculation of the proposed capital structure and the associated 

cost of capital have been correctly determined in accordance with OEB policies and practices. 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 5 / Tab 1 / Schedule 1 

 Exhibit 5 / Tab 1 / Schedule 4 

 2016 Filing Requirements – Chapter 2 Appendices / worksheet App.2-OA: Capital 

Structure 

 2016 Filing Requirements – Chapter 2 Appendices / worksheet App.2-OB: Cost of Debt 

Instruments 

 
IR Responses dated January 27th 2015: 

 IR 5-VECC-35, pages 194-195 

 IR 5-VECC-36, page 196 

 IR 5-VECC-37, page 197 

 IR 5-Energy Probe-31, page 199 

 IR 5-Energy Probe-32, page 200 
 

Clarification Question Responses dated February 8th 2016: 

 5-VECC-35 – CQ 61, page 11 
 

Supporting Parties: 

All 
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2.1.2  Rate Base 

WNP has agreed to make the adjustments to Rate Base as described in the settlement of Issue 

1.1 above.  Also, adjustments have been captured in relation to the settlement of Issues 2.1.3 

and 2.1.4 noted below. 

Subject to the adjustments to the Rate Base described above and presented in Table 10 below, 

the Parties accept the evidence of WNP that the 2016 Test Year Rate Base is correct and based 

on OEB policies and practices.  

TABLE 10:  RATE BASE  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 2 / Tab 1 / Schedule 1 

 Exhibit 2 / Tab 1 / Schedule 2 

 Exhibit 2 / Tab 1 / Schedule 3 

 Exhibit 2 / Tab 1 / Schedule 4 

 Exhibit 2 / Tab 2 / Schedule 1 

 Exhibit 2 / Tab 2 / Schedule 2 

 Exhibit 2 / Tab 3 / Schedule 1 

 Exhibit 2 / Tab 3 / Schedule 2 

 Exhibit 2 / Tab 4 / Schedule 1 

 Exhibit 2 / Tab 5 / Schedule 1 

 Exhibit 2 / Tab 5 / Schedule 2 

 Exhibit 2 / Tab 5 / Schedule 7 

 Exhibit 2 - Appendix 5A: WNP’s Distribution System Plan 
o Section 5.4.5.3 – Special Projects 
o Section 5.0 –Appendix 5D: Hydro One Networks Inc. Town of Mount Forest Supply 

Study 
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o Section 5.0 –Appendix 5E: Stakeholder letters supporting 2nd feeder 
 

IR Responses dated January 27th 2015: 

 IR 2-Staff-6, page 24 

 IR 2-Staff-7, pages 25-29 

 IR 2-Staff-8, page 30 

 IR 3-Energy Probe-13, pages 138-140 

 IR 4-Energy Probe-25, page 186 
 

Clarification Question Responses dated February 8th 2016: 

 2-Staff-6 & 2-Energy Probe-4 – CQ 1, page 4 
 

Supporting Parties: 

All 
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2.1.3 Working Capital 

The Working Capital Allowance base has been updated to reflect the agreed upon updates to: 

 The load forecast adjusting the Cost of Power; 

 The level of OM&A; 

 The Retail Transmission rates (Issue 3.4.1) adjusting the Cost of Power; 

 Low Voltage rates (Issue 3.4.2) adjusting the Cost of Power; 

 The Regulatory charges that came into effect January 1, 2016 (Issue 3.3.4) namely 

revised Wholesale Market Service rates and introduction of Ontario Electricity Support 

Program (OESP) that affect the Cost of Power; and 

 The proposal that a $25,000 deduction to the Working Capital Allowance is made to 

reflect the fully allocated depreciation of assets included in OM&A expense.  

The Parties accepted the revised Working Capital Allowance amount incorporating the changes 

noted above. Table 11 below illustrates the calculation of the Working Capital Allowance: 

TABLE 11:  WORKING CAPITAL ALLOWANCE CALCULATION  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 2 / Tab 3 / Schedule 1 
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 Exhibit 2 / Tab 3 / Schedule 2 
 

IR Responses dated January 27th 2015: 

 IR 2-Staff-12, pages 35-36 

 IR 8-VECC-43, page 229 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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2.1.4 Depreciation 

In its application, WNP presented information concerning failure rates of installed Smart 

Meters and proposed that the typical useful life for Smart Meters be reduced from 15 years to 

10 years. In responding to interrogatories, WNP adjusted the depreciation period to 10 years 

for Smart Meters in the Fixed Asset Continuity Schedule to calculate the impact of amortization 

expense and the subsequent change in revenue requirement. WNP applied a 10-year useful life 

as this aligns with the 10-year seal date for Smart Meters as per Measurement Canada. The 

Applicant also commented that at 10 years, the meters would need to be sample tested by 

Measurement Canada and this would increase operating costs to account for removal of each 

meter and installation of a replacement meter. 

Although in its application, WNP had provided data demonstrating meter failure rates, the 

Applicant had not included in its evidence any 3rd party studies to support changing the typical 

useful life of Smart Meters to 10 years. . 

For the purposes of settlement, the Parties accepted the depreciation rate for this application 

for Smart Meters should remain at 15 years. WNP has amended the Fixed Asset Continuity 

Schedule to reflect Smart Meters having a typical useful life of 15 years which has reduced 

amortization expense. 

As per Issue 1.1, the additional pole-line project in 2016 and the revised HONI cost estimate for 

the 2016 second line feeder project, have been included / updated into the Fixed Asset 

Continuity Schedule and reflect a $4,209 increase in 2016’s amortization compared to the 

WNP’s application. 

The Parties accept the evidence of WNP that its forecast depreciation/amortization expenses 

are appropriate and reflect the useful lives of the assets and that depreciation has been 

correctly determined in accordance with OEB accounting policies and practices. 

TABLE 12:  DEPRECIATION  
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Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 4 / Tab 4 / Schedule 1 

 Exhibit 4 / Tab 4 / Schedule 2 

 Exhibit 4 / Tab 4 / Schedule 3 

 Exhibit 4 / Tab 4 / Schedule 4 

 Exhibit 4 / Tab 4 / Schedule 5 

 Exhibit 4 / Tab 4 / Schedule 6 

 Exhibit 4 / Tab 4 / Schedule 7 
 

IR Responses dated January 27th 2015: 

 IR 2-Staff-8, page 30 

 IR 2-Staff-9, page 31 

 IR 2-Staff-23, pages 56-57 

 IR 2-Staff-27, page 64 

 IR 4-VECC-31, page 167 

 IR 4-Energy Probe-5, page 90 

 IR 4-Energy Probe-24, page 185 

 IR 4-Energy Probe-25, page 186 

 IR 4-Energy Probe-26, pages 187-188 

 IR 4-Energy Probe-27, page 189 
 
Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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2.1.5 Taxes 

For the purposes of settlement of all the issues in this proceeding, and subject to the other 

adjustments arising in this Settlement Proposal, the Parties accept the evidence of WNP that its 

forecast PILs are appropriate and have been correctly determined in accordance with OEB 

accounting policies and practices.   

A summary of the adjusted PILs is presented in Table 13 below.   

TABLE 13:  INCOME TAXES  

 

PILS has changed to $0 because regulatory taxable income has reduced from $27,537 (IR) to 

$(25,937) as a consequence of the changes accepted in the settlement conference.  An updated 

PILs Model is included in Attachment E of this Settlement Proposal and has been filed through 

the OEB’s e-filing service.  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 4 / Tab 5 / Schedule 1 

 Exhibit 4 / Tab 5 / Schedule 2 

 Exhibit 4 / Tab 5 / Schedule 3 

 Exhibit 4 / Tab 5 / Schedule 4 

 Exhibit 4 / Tab 5 / Schedule 5 
 

IR Responses dated January 27th 2015: 

 None 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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2.1.6 Other Revenue 

The Parties have agreed to increase the 2016 Test Year Other Revenue by $1,297 as a 

consequence of increasing the Monthly Service Charge for MicroFIT accounts as discussed in 

Issue 2.1.7 below. This results in a Test Year amount of $130,105 which is consistent with 2015 

year to date actual results.     

TABLE 14:  OTHER REVENUE  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 4 / Schedule 1 

 Exhibit 3 / Tab 4 / Schedule 2 

 Exhibit 3 / Tab 4 / Schedule 3 

  
IR Responses dated January 27th 2015: 

 IR 3-Staff-40, page 111 

 IR 3-VECC-20, pages 127-129 

 IR 3-VECC-21, page 130 

 IR 3-Energy Probe-16, pages 143-145 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 

  



Wellington North Power Inc. 
EB-2015-0110 

Settlement Proposal 
Filed: March 4, 2016 

Page 39 of 133 

2.1.7 MicroFIT Monthly Service Charge 

In its Application, WNP proposed increasing the Monthly Service Charge (MSC) for its MicroFIT 

accounts. The current MSC is $5.40 however WNP incurs a $10.00 monthly fee per microFIT 

meter point from its vendor and is of the opinion this charge should be passed onto its microFIT 

customers. Furthermore, in responding to interrogatories, WNP noted that applying the same 

cost structure for MicroFIT meters to that of a Residential metered customer, using the data in 

sheet “O3.6 - MicroFIT Charge” in the Cost Allocation schedule, then the calculated MicroFIT 

Monthly Unit Cost would actually be $15.69, inclusive of the $10.00 monthly settlement vendor 

fee.  

Based upon the evidence presented, all Parties agreed that the Monthly Service Charge per 

MicroFIT account should be $15.69. 

The impact on “Other Revenue” due to this increase in the MSC for MicroFIT accounts is shown 

below: 

TABLE 15:  OTHER REVENUE  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 4 / Schedule 3 
 
IR Responses dated January 27th 2015: 

 IR 3-Staff-40, page 111 

 IR 3-VECC-21, page 130 

 IR 3-Energy Probe-16, pages 143-145 
 
Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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2.2 Has the Revenue Requirement been accurately determined based on these elements? 

COMPLETE SETTLEMENT 

For the purposes of settlement of all the issues in this proceeding, and subject to the 

adjustments expressly noted in this Settlement Proposal, the Parties accept the evidence of 

WNP that the proposed Base Revenue Requirement has been determined accurately.  

A revised Revenue Requirement Work Form is included in Attachment D of this Settlement 

Proposal and has also been filed through the OEB’s e-filing service. 
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3 LOAD FORECAST, COST ALLOCATION AND RATE DESIGN 

3.1 Are the proposed load and customer forecast, loss factors, CDM adjustments and 
resulting billing determinants appropriate, and, to the extent applicable, are they an 
appropriate reflection of the energy and demand requirements of the applicant’s 
customers? 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that the methodology used for the load forecast, 

customer forecast, loss factors and CDM adjustments have been determined in accordance 

with OEB policies and practices or any differences with the same are not material.  Specific 

adjustments as a result of IR Responses and the Settlement Proposal are summarized 

immediately below and are described in detail in the specified sections further below: 

 Issue 3.1.1 – Customer/Connections Forecast 

 Issue 3.1.2 – Load Forecast 

 Issue 3.1.3 – Loss Factors 

 Issue 3.1.4 – CDM Adjustments 

The resulting billing determinants are presented in Table 16 below.   

TABLE 16:  2016  TEST YEAR B ILLING DETERMINANTS (FOR COST ALLOCATION AND RATE DESIGN) 

 
Note: kWh and KW forecasted energy volumes are after CDM adjustments have been applied. 

An updated copy of WNP’s Load Forecast Model is included in Attachment F of this Settlement 

Proposal and has also been filed through the OEB’s e-filing service. 
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Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 1 / Schedule 1 

 Exhibit 3 / Tab 1 / Schedule 2 

 Exhibit 3 / Tab 1 / Schedule 3 

 Exhibit 3 / Tab 1 / Schedule 4 

 Exhibit 3 / Tab 1 / Schedule 5 

 Exhibit 3 / Tab 1 / Schedule 6 

 Exhibit 3 / Tab 1 / Schedule 7 

 Exhibit 3 / Tab 1 / Schedule 8 

 Exhibit 3 / Tab 1 / Schedule 9 

 Exhibit 3 / Tab 1 / Schedule 10 

 Exhibit 3 / Tab 1 / Schedule 11 

 Exhibit 3 / Tab 1 / Schedule 12 

 Exhibit 3 / Tab 1 / Schedule 13 

 Exhibit 3 / Tab 2 / Schedule 1 

 Exhibit 3 / Tab 2 / Schedule 2 

 Exhibit 3 / Tab 2 / Schedule 3 

 Exhibit 3 / Tab 3 / Schedule 1 

  
IR Responses dated January 27th 2015: 

 IR 3-Staff-32, page 98 

 IR 3-Staff-33, pages 99-101 

 IR 3-Staff-34, page 102 

 IR 3-Staff-36, pages 104-105 

 IR 3-VECC-16, pages 115-117 

 IR 3-VECC-18, pages 120-122 

 IR 3-Energy Probe-10, page 132 

 IR 3-Energy Probe-12, pages 135-137 

 IR 3-Energy Probe-13, pages 138-140 
 

Clarification Question Responses dated February 8th 2016: 

 2-Staff-6 & 2-Energy Probe-4 – CQ 1, page 4 
 

Supporting Parties: 

All 
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3.1.1 Customer/Connection Forecast 

The Parties accepted WNP’s 2016 Test Year customer / connection forecast as proposed in the 

Application with no changes and summarized below: 

TABLE 17:  SUMMARY OF LOAD FORECAST CUSTOMER COUNTS/CONNECTIONS  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 1 / Schedule 10 
 
IR Responses dated January 27th 2015: 

 IR 3-VECC-17, pages 118-119 

 IR 3-Energy Probe-9, page 131 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 
All 
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3.1.2 Load Forecast 

The Parties agree to increase 2016 Predicted kWh Purchases (prior to CDM adjustment) by 

810,530 kWh to correct for trending of 2016 data using 2005 to 2014 actual data.  The increase 

in forecasted purchases of 810,530 kWh is equivalent to an increase of 758,453 of forecasted 

billed kWh for 2016 Test Year.  Table 18 below provides the weather normalized billed kWh 

forecast by rate class.      

TABLE 18:  SUMMARY OF LOAD FORECAST PREDICTED PURCHASES AND B ILLED KWH  

 

The billed demand forecast for the 2016 Test Year is based on a four-year average ratio of kW 

to kWh for the classes that are billed distribution on a demand basis.  A four-year (4-year) was 

used to cover the period of 2011 to 2014 to reflect reduced kW demand due to CDM programs 

delivered and implemented during this period. All Parties accepted this methodology that was 

described in WNP’s Application. Table 19 below shows the 2016 Test Year kW Forecast.   

TABLE 19:  SUMMARY OF LOAD FORECAST KW 

 



Wellington North Power Inc. 
EB-2015-0110 

Settlement Proposal 
Filed: March 4, 2016 

Page 45 of 133 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 1 / Schedule 11 

 Exhibit 3 / Tab 1 / Schedule 12 

 Exhibit 3 / Tab 1 / Schedule 13 
 
IR Responses dated January 27th 2015: 

 IR 3-VECC-16, pages 115-117 

 IR 3-VECC-18, pages 120-122 

 IR 3-Energy Probe-10, page 132 

 IR 3-Energy Probe-12, pages 135-137 

 IR 3-Energy Probe-13, pages 138-140 
 

Clarification Question Responses dated February 8th 2016: 

 2-Staff-6 & 2-Energy Probe-4 – CQ 1, page 4 
 

Supporting Parties: 

All 
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3.1.3 Loss Factors 

The Parties agree to the Loss Factors proposed in the Application with no changes as 

summarized below: 

TABLE 20:  LOSS FACTORS  

 

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 8 / Tab 1 / Schedule 12 
 

IR Responses dated January 27th 2015: 

 IR 3-VECC-18, pages 120-122 

 IR 3-VECC-19, pages 123-126 

 IR 8-Staff-49, page 224 

 IR 8-VECC-44, page 230 
 

Clarification Question Responses dated February 8th 2016: 

 None 

Supporting Parties: 

All  
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3.1.4 Load Forecast CDM Adjustments 

The Parties agree to the Load Forecast CDM Adjustment by rate class proposed in the 

Application with no changes as summarized below:  

TABLE 21:  LOAD FORECAST CDM  ADJUSTMENT  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 3 / Tab 2 / Schedule 1 

 Exhibit 3 / Tab 2 / Schedule 2 

 Exhibit 3 / Tab 2 / Schedule 3 
 

IR Responses dated January 27th 2015: 

 IR 3-Staff-37, page 106 

 IR 3-Staff-38, page 107 

 IR 3-VECC-18, pages 120-122 

 IR 3-VECC-19, pages 123-126 

 IR 3-Energy Probe-13, pages 138-140 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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3.2 Is the proposed cost allocation methodology, allocations, and revenue-to-cost ratios 
appropriate? 

COMPLETE SETTLEMENT 

The table below shows the revenue to cost ratios determined by the OEB’s Cost Allocation 

Model. 

TABLE 22:  SUMMARY OF 2016  REVENUE TO COST RATIOS AS PER OEB ’S COST ALLOCATION MODEL  

 

The Parties accept the evidence of WNP that all elements of the cost allocation methodology, 

allocation and Revenue-to-Cost ratios have been correctly determined in accordance with OEB 

policies and practices.  Specific adjustments to cost allocation methodology and Revenue-to-

Cost ratios as a result of the IR Responses and the Settlement Proposal are summarized below. 

An update copy of the Cost Allocation Model is included in Attachment G of this Settlement 

Proposal and has also been filed through the OEB’s e-filing service. 

The resulting Revenue-to-Cost ratios are presented in Table 23 below. 

TABLE 23:  SUMMARY OF 2016  REVENUE TO COST RATIOS  
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It should be noted that in the above table, the “Settlement” column represents the Cost 
Allocation methodology applied in WNP’s repose to interrogatory 7-VECC-40 as well as 
incorporating the changes agreed as a consequence of the settlement proposal (for example 
revisions to load forecast volume, OM&A adjustment and revenue requirement). 

As a result of this Settlement Proposal, the Revenue-to-Cost ratios proposed in Table 23 are 

consistent for 2016 through to the next rebasing application.  
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3.3 Are the applicant’s proposals for rate design appropriate? 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all elements of the rate design have been correctly 

determined in accordance with OEB policies and practices.  Specific adjustments to the rate 

design as a result of the IR Responses and the Settlement Proposal are summarized 

immediately below and are described in detail in the specified sections further below: 

o Issue 3.3.1 – Adjustment of Fixed / Variable split for Four Rate Classes 

o Issue 3.3.2 – Residential Rate Design 

o Issue 3.3.3 – Tariff Sheet Updates 

The resulting distribution rates are presented in Table 24 below. 

TABLE 24:  MAY 1,  2016  D ISTRIBUTION RATES  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 7 / Tab 1 / Schedule 1 

 Exhibit 7 / Tab 2 / Schedule 2 

 Exhibit 7 / Tab 3 / Schedule 3 

 Exhibit 8 / Tab 1 / Schedule 3 
 

IR Responses dated January 27th 2015: 

 IR 7-VECC-38, pages 203-204 

 IR 7-VECC-40, pages 206-207 

 IR 7-VECC-41, page 208 

 IR 7-Energy Probe-34, page 209 

 IR 7-Energy Probe-35, page 210 

 IR 8-Staff-48, pages 211-223 
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 IR 8-Staff-50, page 225 

 IR 8-VECC-42, page 228 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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3.3.1 Adjustment of Fixed / Variable Split for Four Rate Classes 

For the purposes of settlement, the Parties have agreed that four rate classes (General Service 

<50kW, Unmetered Scattered Load, Sentinel Lights and Street Lights) should maintain their 

current fixed / variable split. For the remaining rate classes (Residential, General Service 50-

999kW and General Service 1,000 – 4,999kW) the proposed fixed/variable split as presented in 

the interrogatories are accepted.  

The table below summarizes the proposed fixed/variable split for 2016 rates as a result of the 

IRs and the settlement conference.  

TABLE 25:  PROPOSED FIXED /  VARIABLE SPLIT FOR 2016  RATES  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 8 / Tab 1 / Schedule 1 

 Exhibit 8 / Tab 1 / Schedule 2 

 Exhibit 8 / Tab 1 / Schedule 3 
 

IR Responses dated January 27th 2015: 

 IR 8-VECC-42, page 228 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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3.3.2 – Residential Rate Design  

Under the OEB’s new Policy entitled “A New Distribution Rate Design for Residential Electricity 

Customers” (EB-2012-0140), distributors are required to structure Residential distribution rates 

so that all costs for distribution service are collected through a fixed monthly charge within four 

years (i.e. by 2019). 

 

The Parties agree to the proposed implementation of a fixed monthly distribution charge for 

Residential customers over four years. 

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 8 / Tab 1 / Schedule 2 

 Exhibit 8 / Tab 1 / Schedule 3 

 Exhibit 8 / Tab 1 / Schedule 16 
 

IR Responses dated January 27th 2015: 

 IR 8-Staff-50, page 225 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Other: 

 The OEB’s Report on A New Distribution Rate Design for Residential Electricity 
Customers dated April 2, 2015, EB-2012-0410. 

 

Supporting Parties: 

All 
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3.3.3 Tariff Sheet Updates 

The Parties agree to update the proposed tariff sheets to reflect the adjustments from the IR 

Responses and the Settlement Proposal.  These include: 

• Update of the Wholesale Market Service Rate from $0.0044/kWh to $0.0036/kWh  

effective January 1, 2016; and 

• Addition of the Ontario Electricity Support Program Charge of $0.0011/kWh 

effective January 1, 2016. 

Copies of the updated Tariff sheets have been included in Attachment A of this Settlement 

Proposal. 

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 8 – Appendix 8B: WNP’s Proposed Schedule 

 2016 Filing Requirements – Chapter 2 Appendices / worksheet App.2-Z: Tariff 

 2016 Filing Requirements – Chapter 2 Appendices / worksheet App.2-W: Bill Impacts 

 
IR Responses dated January 27th 2015: 

 IR 8-Staff-48, pages 211-223 
 
Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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3.4 Are the proposed Retail Transmission Service Rates and Low Voltage service rates 
appropriate? 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all elements of the Retail Transmission Service 

Rates and Low Voltage Service Rates have been correctly determined in accordance with OEB 

policies and practices.  Specific adjustments to the rates as a result of the IR Responses and the 

Settlement Proposal are summarized immediately below and are described in detail in the 

specified sections further below: 

o Issue 3.4.1 – Retail Transmission Service Rates  

o Issue 3.4.2 – Low Voltage Service Rates  

 

 

3.4.1 Retail Transmission Service Rates 

As per WNP response to interrogatory 8-Staff-51, the Applicant updated the Proposed RTSR- 

Network and Proposed RTSR- Connection rates as a result of the OEB issuing the 2016 Uniform 

Transmission Rates (UTR) as per Decision and Order EB-2015-0311: “2016 Uniform 

Transmission Rates” (January 14th 2016).  

The Parties have agreed to the RTSR rates presented in Table 26 below: 

TABLE 26:  RTSR  NETWORK AND CONNECTION RATES  

 

A copy of the OEB’s RTSR Model has been included in Attachment H of this Settlement Proposal 

and has also been filed through the OEB’s e-filing service. 
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Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 8 / Tab 1 / Schedule 4 
 
IR Responses dated January 27th 2015: 

 IR 2-Staff-12, pages 35-36 

 IR 8-Staff-51, pages 226-227 

 IR 8-VECC-43, page 229 

 IR 8-Energy Probe-36, page 232 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Other: 

 2016 Uniform Transmission Rate Decision and Order dated January 14, 2016, OEB File 

No. EB-2015-0311 

 

Supporting Parties: 

All 
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3.4.2 Low Voltage Service Rates 

Subsequent to updates related to interrogatories and this Settlement Proposal, the Parties have 

agreed to the Low Voltage rates presented in Table 27 below. 

TABLE 27:  LOW VOLTAGE SERVICE RATES  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 8 / Tab 1 / Schedule 11 
 

IR Responses dated January 27th 2015: 

 IR 8-Energy Probe-37, pages 233-235 
 
Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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4 ACCOUNTING 

4.1 Have all impacts of any changes in accounting standards, policies, estimates and 
adjustments been properly identified and recorded, and is the rate-making treatment of 
each of these impacts appropriate? 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all impacts of changes to accounting standards, 

policies, estimates and adjustments have been properly identified and recorded in accordance 

with the OEB’s policies and properly reflected in rates.   

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 9 / Tab 1 / Schedule 1 

 Exhibit 9 / Tab 1 / Schedule 2 

 Exhibit 9 / Tab 1 / Schedule 3 

 Exhibit 9 / Tab 1 / Schedule 4 

 Exhibit 9 / Tab 1 / Schedule 5 

 Exhibit 9 / Tab 1 / Schedule 6 

 Exhibit 9 / Tab 1 / Schedule 7 

 Exhibit 9 / Tab 1 / Schedule 8 

 Exhibit 9 / Tab 1 / Schedule 9 

 Exhibit 9 / Tab 1 / Schedule 10 

 Exhibit 9 / Tab 1 / Schedule 11 

 Exhibit 9 / Tab 4 / Schedule 1 

 Exhibit 9 / Tab 4 / Schedule 2 

 Exhibit 9 – Appendix 9A: EDDVAR Continuity Schedule 
 

IR Responses dated January 27th 2015: 

 IR 9-Energy Probe-38, page 236 
 
Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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4.2 Are the Applicant’s proposals for the Deferral and Variance accounts, including the 
balances in existing accounts and their disposition as well as the continuation of existing 
accounts, appropriate? 

COMPLETE SETTLEMENT 

The Parties accept the evidence of WNP that all elements of the deferral and variance accounts, 

including the balances in the existing accounts and their disposition on a harmonized basis 

commencing May 1, 2016, as well as the continuation of existing accounts.  Specific 

adjustments to the deferral and variance accounts as a result of the IR Responses and the 

Settlement Proposal are summarized immediately below and are described in detail in the 

specified sections further below: 

o Issue 4.2.1 - LRAM & LRAMVA Disposition 

o Issue 4.2.2 - LRAMVA Baseline 

o Issue 4.2.3 - OPEBs Deferral Account 

o Issue 4.2.4 - Capital Project – 2nd line feeder (Deferral Account) 

Table 28 below summarizes the amounts for disposition and associated rate riders by rate class.   

TABLE 28:  DVA  RATE R IDERS  

 
Note: For Residential customers, Group 2 Accounts are to be disposed on a per customer basis (not 
volumetric) as per OEB’s letter issued July 16th 2015 regarding implementation of transition to fully fixed 
distribution charges. 

A copy of the DVA Continuity (EDDVAR) Model has been filed through the OEB’s e-filing service. 
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Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 9 / Tab 4 / Schedule 1 

 Exhibit 9 – Appendix 9A: EDDVAR Continuity Schedule 
 

IR Responses dated January 27th 2015: 

 IR 9-Energy Probe-38, page 236 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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4.2.1 LRAM & LRAMVA Disposition Calculation 

The Parties agree to the LRAM and LRAMVA calculations and the resulting deferral disposition 

balances as presented in Table 29 below.  

TABLE 29:  LRAM/LRAMVA  RATE R IDER  

 

Evidence References: 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 9 / Tab 4 / Schedule 1 

 Exhibit 9 – Appendix 9A: EDDVAR Continuity Schedule 

 WNP LRAM Model filed with Application 
 

IR Responses dated January 27th 2015: 

 IR 3-Staff-39, pages 109-110 

 IR 3-VECC-19, pages 123-126 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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4.2.2 LRAMVA Baseline 

As per WNP’s response to interrogatory 3-VECC-19, the 2016 LRAMVA Baseline should be 

1,966,667 kWh calculated by 2015 persistence savings flowing into 2016 plus 2016 actual 

savings. This is based on the following assumptions: 

a) Persistence is on a 1.0 basis, not reduced or adjusted (as reported by the OPA / IESO in 

the 2011-2014 CDM Program) and; 

b) Persistence information will be made available to LDC’s from the governing authorized 

body, the IESO, to enable LDC’s to measure LRAMVA correctly. 

Presently, IESO reports released to LDCs for the 2015-2020 Conservation First 

Framework contain only what savings have been made during the calendar year and do 

not provide persistence savings from prior years. Under the rules of the Conservation 

First Framework, persistence savings from prior years of the program cannot be 

recognized for targeting reporting purposes. (For instance, 2016 reports do not show 

persistence savings from 2015.) 

 

The Parties agreed that WNP’s LRAMVA Baseline of 1,966,667 kWh for 2016 is acceptable and 

OEB Staff have confirmed that reports will be available from the IESO, as the body responsible 

for confirming CDM savings, of the persisting savings for the 2015 – 2020 period from prior 

years’ CDM programs. Should this information not be available, then WNP will require direction 

from the OEB on how to obtain, measure and record LRAMVA Baseline energy savings for 2016 

and beyond.  

For the purposes of settlement, the Parties agree to the proposed LRAMVA baseline as 

presented in Table 30 below based on WNP’s annual CDM target of 983,333 kWh of energy 

savings in 2015 plus 983,333 kWh of energy savings in 2016 on the provision that persistence 

reporting is available as noted above. 
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TABLE 30:  2016  LRAMVA  BASELINE CALCULATION  

 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 9 / Tab 4 / Schedule 1 

 Exhibit 9 – Appendix 9A: EDDVAR Continuity Schedule 
 

IR Responses dated January 27th 2015: 

 IR 3-VECC-19, pages 123-126 
 
Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All 
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4.2.3 OPEBs (Deferral / Variance Account) 

Consistent with other recent Settlement Proposals approved by the OEB (for example Guelph 

Hydro: EB-2015-0073 and Waterloo North Hydro EB-2015-0108), the Parties agree that WNP 

will establish a new deferral account for the purpose of recording the difference in revenue 

requirement each year, starting in the 2016 Test Year, between both the capitalized and OM&A 

components of OPEBs accounted for using a forecasted cash basis (as to be reflected in rates if 

this Settlement Proposal is accepted by the OEB) and both capitalized and OM&A components 

of OPEBs accounted for using a forecasted accrual basis. Carrying charges will not apply to this 

deferral account. If the OEB determines that LDCs must include in rates OPEBs accounted for 

using a forecasted cash basis, WNP will seek to discontinue this account without seeking 

disposition of the amounts recorded in this account. If the OEB determines that LDCs should 

recover OPEBs in rates using a forecasted accrual accounting methodology, the Parties agree 

that WNP may seek disposition of this account to dispose the amounts recorded in its next cost 

of service rate application. WNP will propose a disposition period over which the account 

should be disposed depending on the quantum in the account and the potential rate impacts at 

the time.  

A draft accounting order for this account is included in Attachment J to this Settlement 

Proposal. 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 4 / Tab 3 / Schedule 1, page 35 

 Exhibit 4 – Appendix 4H: Actuarial Report 

 

IR Responses dated December 18, 2015: 

 IR 4-Staff-45, page 152 

 IR 4-Energy Probe-22, page 180 

 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 

All  
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4.2.4 Capital Project – 2nd line feeder (Deferral Variance Account) 

As per Issue 1.1, the Parties agree that WNP will establish a new deferral account for the 

purpose of recording the difference in revenue requirement each year, starting in the 2016 Test 

Year, between the total estimated cost of the construction of the second line feeder to Mount 

Forest (HONI work [estimate $931,261] plus WNP work [PME Meter and pole-line construction 

work [estimate $460,000]) for disposal / recovery in a subsequent IRM application.  

A draft accounting order for this account is included in Attachment K to this Settlement 

Proposal. 

Evidence References: 
Application dated November 2nd 2015: 

 Exhibit 2 / Tab 1 / Schedule 3 

 Exhibit 2 / Tab 1 / Schedule 4 

 Exhibit 2 / Tab 2 / Schedule 1 

 Exhibit 2 / Tab 2 / Schedule 2 

 Exhibit 2 - Appendix 5A: WNP’s Distribution System Plan 

 Section 5.4.5.3 – Special Projects 

 Exhibit 2 - Appendix 5A: WNP’s Distribution System Plan 
o Section 5.0 –Appendix 5D: Hydro One Networks Inc. Town of Mount Forest Supply 

Study 

o Section 5.0 –Appendix 5E: Stakeholder letters supporting 2nd feeder 

o Section 5.0 –Appendix 5F: 3rd Party Substation Assessment Study 

 
IR Responses dated January 27th 2015: 

 IR 2-Staff-7, pages 25-29 

 IR 2-Staff-25, page 61 

 IR 2-VECC-13, pages 84-85 
 

Clarification Question Responses dated February 8th 2016: 

 None 
 

Supporting Parties: 
All  
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5 ATTACHMENTS 

A. Proposed May 1, 2016 Tariff of Rates and Charges 

Residential Customer: 
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General Service <50kW Customer: 
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General Service 50 – 999 kW Customer: 
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General Service 1,000 – 4,999 kW Customer: 
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Unmetered Scattered Load Customer: 
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Sentinel Lighting Customer: 
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Street Lighting Customer: 
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MicroFIT Customer: 
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Allowances and Specific Service Charges: 
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Retailer Service Charges and Loss Factors: 
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B. Bill Impacts 

Residential RPP Customer – Monthly Consumption of 800 kWh: 
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Residential Non-RPP Customer – Monthly Consumption of 800 kWh: 
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Residential RPP Customer (Low User) – Monthly Consumption of 310 kWh: 
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Residential Non RPP Customer (Low User) – Monthly Consumption of 310 kWh: 
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General Service <50kW RPP Customer – Monthly Consumption of 2,000 kWh: 
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General Service <50 kW Non-RPP Customer – Monthly Consumption of 2,000 kWh: 
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General Service 50 – 999 kW Non-RPP Customer – Monthly Demand of 106 kW: 
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General Service 1,000 – 4,999 kW Non-RPP Customer – Monthly Demand of 1,476 kW: 
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Unmetered Scattered Load RPP Customer – Monthly Consumption of 252 kWh: 
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Sentinel Lighting RPP Customer – Monthly Demand of 5 kW: 
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Sentinel Lighting Non-RPP Customer – Monthly Demand of 5 kW: 
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Street Lighting Non-RPP Customer – Monthly Demand of 165 kW: 
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C. Capital Expenditure Summary – Appendix 2-AA and Appendix 2-AB 

Capital Projects (historic, 2015 Bridge Year and 2016 Test Year): 
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Chapter 5 Consolidated DSP with forecast for 2016 to 2020 Capital Projects: 
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D. Revenue Requirement Workform 

Updated Revenue Requirement Form - Applicant: 
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Updated Revenue Requirement Form – Data Input: 
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Updated Revenue Requirement Form – Rate Base: 
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Updated Revenue Requirement Form – Utility Income: 
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Updated Revenue Requirement Form – Taxes / PILs: 
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Updated Revenue Requirement Form – Cost of Capital: 
 

 
  



Wellington North Power Inc. 
EB-2015-0110 

Settlement Proposal 
Filed: March 4, 2016 

Page 96 of 133 

Updated Revenue Requirement Form – Revenue / Sufficiency: 
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Updated Revenue Requirement Form – Test Year Revenue Requirement: 
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Updated Revenue Requirement Form – Tracking Sheet: 
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E. PILS Model 
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F. Load Forecast 

Load Forecast – Summary: 
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Load Forecast – Regression Statistics: 

 

Load Forecast – Actual kWh Purchases versus Predicted kWh Purchases: 
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G. Cost Allocation Model 

Cost Allocation Model – Sheet I6.1: Revenue 
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Cost Allocation Model – Sheet I6.2: Customer Data 
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Cost Allocation Model – Sheet O1: Revenue to Cost 
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Cost Allocation Model – Sheet O2: Fixed Charge |Floor|Ceiling 
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H. Retail Transmission Service Rates 

2016 RTSR - Applicant 
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2016 RTSR – Applicant’s Rate Classes 
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2016 RTSR – RRR Data (2014) 
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2016 RTSR – UTRs and Sub-Transmission Rates 
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2016 RTSR – Historical Wholesale 
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2016 RTSR – Current Wholesale 
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2016 RTSR – Forecast Wholesale 
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2016 RTSR – Rates to Forecast 
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I. Advanced Capital Module (ACM) for 2018 

ACM (2018) - Applicant 
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ACM (2018) – Applicant’s rate Classes 
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ACM (2018) – Growth Factor 
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ACM (2018) – Growth Factor Calculation 
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ACM (2018) – Revenue Requirement Check 

 
  



Wellington North Power Inc. 
EB-2015-0110 

Settlement Proposal 
Filed: March 4, 2016 

Page 125 of 133 

ACM (2018) – Growth Factor Denominator Calculation 
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ACM (2018) – Rate Class Revenue Proportions 
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ACM (2018) – Threshold Test 
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ACM (2018) – Proposed ACM Project: Substation Replacement 
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J. Draft Accounting Order - OPEBs 

Draft Accounting Order – OPEB Forecast Cash versus Forecast Accrual Differential Deferral / Variance 

Account 

 

WNP shall establish the following deferral account effective January 1, 2016. 

 

Account 1508 Other Regulatory Assets, Subaccount – OPEB Forecast Cash versus Forecast Accrual 

Differential Deferral Account WNP shall establish the OPEB Forecast Cash versus Forecast Accrual 

Differential Deferral Account for the purpose of recording the difference in revenue requirement each 

year between both the capitalized and OM&A components of OPEBs accounted for using a forecasted 

cash basis (as to be reflected in rates if this settlement is accepted by the OEB) and the capitalized and 

OM&A components of OPEBs accounted for using a forecasted accrual basis. 

 

If the OEB determines that LDCs must only include in rates OPEBs accounted for using a forecasted cash 

basis, WNP will seek to discontinue this account without seeking disposition of the amounts recorded in 

this account. If the OEB determines that LDCs may recover OPEBs in rates using a forecasted accrual 

accounting methodology, WNP will seek disposition of this account to recover the amounts so recorded 

in its next cost of service rate application.   

 

WNP will propose a disposition period over which the account should be recovered depending on the 

quantum in the account and the potential rate impacts at the time. 

 

Carrying charges will not apply to this account. 

 

 

Sample Journal Entry 

 

Assumptions: 

 OPEB costs (accrual basis) = $ 568 

 OPEB costs (cash basis) = $ 12,568 

 OBEB costs split between operating and capital on a 90/10 ratio. 

 Assume capital items depreciated over 40 years and half year rule applies in year of acquisition. 

 Assume OPEB costs incurred evenly throughout the fiscal period. 

 

 

The sample accounting entries for the Deferral Account is provided below: 
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A:  To record the excess of OPEBs accounted for using a forecasted accrual basis over OPEBs 

accounted for using a forecasted cash basis. 

 

DR Capital costs (various accounts)      $1,200 

DR OM&A expenses (various accounts)     $10,800 

CR 1508  Other Regulatory Assets, Subaccount – 

OPEB Forecast Cash versus Forecast 

Accrual Differential Deferral Account     $ 12,000 

 

B: To reverse depreciation recorded on capital portion of OPEB costs: 

 

DR Accumulated Depreciation      $15 

CR Depreciation         $15 
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K. Draft Accounting Order – CapEx Project: 2nd Line Feeder (2016) 

 

Draft Accounting Order – Second Line Feeder 2016 Capital Project to reflect the 2016 Settlement 

Proposal 

 

Accounting Order Requested – 1508 Other Regulatory Asset – Second Line Feeder Project. 

WNP requests a new variance account 1508 Other Regulatory Asset – Second Line Feeder Project to 

record the revenue requirement impact of three items:  

a) The net change in costs of the capital contributions paid to HONI for the construction of the 

Second Line Feeder;  

b) The net change in costs of the construction required by WNP to integrate the Second Line 

Feeder Project into the existing distribution system. 

c) The impact of either of the above two projects not being completed in 2016 

 

The costs that are included in the 2016 Cost of Service rate application are as follows:  

 

Item Estimated Cost 

HONI 2nd Feeder $881,156 

HONI Study $32,061 

WNP H'way 6 Pole Line $380,000 

PME Meter $80,000 

Total $1,373,261 

 

The OEB’s Filing Requirements indicate that in the event an applicant seeks an accounting order to 

establish a new deferral/variance account, the eligibility criteria must be met, including causation, 

materiality and prudence.  While the materiality of the variances is unknown, the scope of the project as 

a percentage of WNP’s total capital spending is very large.  Therefore the eligibility criteria have been 

met. 

 

In the absence of a general variance account for this purpose, WNP requests that the OEB approve an 

Accounting Order for WNP as part of this settlement, and that such an Accounting Order include the 

following: 

 

1) Changes in Capital Contributions paid to HONI to complete the Second Line Feeder Project.  The 

changes in these costs will be recorded as follows: 

 

Accounting Entry: 

Debit/Credit - Account 1609, Capital Contributions Paid  
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Credit/Debit - Account 1508, Other Regulatory Asset – Sub-account Second Line Feeder 

 

2) Changes in pole line project costs WNP incurs to integrate the Second Line Feeder Project into the 

existing distribution system; 

 

Accounting Entry: 

Debit/Credit – Asset Account Poles 1830 and Asset Account Meters 1860 

Credit/Debit - Account 1508, Other Regulatory Asset – Sub-account Second Line Feeder  

 

3) The account is symmetrical and will reflect both cost over-runs and lower project costs in both the 

HONI and WNP components of the project.  

 

4) The balance in the variance account is to be disposed of at WNP’s next Cost of Service Filing; and 

 

5) Carrying charges will be applied at the Board’s Prescribed Interest 
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L. CapEx Project: 2nd Line Feeder (2016) – Latest Quote from HONI 

Below is confirmation, for the public record, advising of the latest quote from Hydro One Networks Inc. 

(HONI) received on February 11th 2016: 

 


