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January 22, 2016 

 

 

Ontario Energy Board  

2300 Yonge Street  

P.O. Box 2319  

Toronto, Ontario  

M4P 1E4 

 

Attention: Ms. Kirsten Walli, Board Secretary. 

 

Dear Sir/Madam:  

 

Re: Distribution Rate Application for London Hydro OEB File: EB-2016-0091. 

 

I request the Board consider the following letter and information within the attached OEB-EB-

2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW – ADDENDUM during your review of 

the London Hydro Cost of Service rate application EB-2016-0091. The Addendum incorporates 

a review of London Hydro customer requested RSVA – Global Adjustments1  reconciliation data 

received December 8, 2016. 

 

The Addendum supports material to my previously submitted customer comments, which 

expressed my concerns related to the London Hydro Cost of Service rate application EB-2016-

0091 and found within the OEB posted file name “M F Rosehart_Ltr of Comment_London 

Hydro_20161212_Redacted”.  

 

London Hydro has recently responded to my comments to EB-2016-0091 found within the OEB 

posted file name “M F Rosehart_Ltr of Comment_London Hydro_20161212_Redacted” with the 

following Board File “London Hydro_IRR_Exhibit 1_20170117” comments: 

 

 
 

                                                           
1 RSVA-GA Defined: “Net difference” refers to the difference between the amount charged/credited by the IESO … for the 

global adjustment and the amount billed to non-RPP customers for the global adjustment in Sales of Electricity – OEB 

Accounting Procedures Handbook (APH). 
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As outlined within London Hydro’s response above they feel that this matter has been properly 

vetted through past initiatives and that although they give no follow-up support documentation 

they do not agree with my comments within OEB posted file name “M F Rosehart_Ltr of 

Comment_London Hydro_20161212_Redacted”. In short, this is their response to a matter 

summarized within the posted file and related to a potential “financial discrepancy, estimated to 

be in the range of $3.2 to $3.5 million … which cannot be accurately reconciled as valid, 

resulting in potential financial impacts to the Class B customers.”2 

 

Please note that I fully understand that the previous IRM rate application EB‐2015‐0087 

application was signed off by at least 4 Senior London Hydro staff including the CEO and vetted 

through their auditors and the OEB rate application process. In addition, upon review of this rate 

application the 2014 RSVA-Global Adjustment additions of $7.6 million, while historically 

materially high, was not challenged during the application process.  

 

In my opinion many interrogatories are subject to opinion regarding validity or relatively or 

small in nature while a potential material $3.8 million discrepancy with impacts to customers is 

not a small matter and should have been given proper attention then and now as an imbedded 

component of London Hydro Cost of Service Rate Application EB-2016-0091. Satisfied would 

be a state after a legitimate review where the customer (Class B3) is not being overcharged or 

subsidizing another rate class, even if the outcome of an evaluation is that I was incorrect in my 

evaluation. Therefore, considering London Hydro's response in Board File “London 

Hydro_IRR_Exhibit 1_20170117” and other past interactions that criteria has not been met and I 

await the response or posted actions from the OEB whom has a regulatory obligation to review 

and make a decision on this matter. 

 

The letter I initially submitted to the Board was directed to the OEB with a regulatory 

responsibility to ensure customers are protected and held harmless from potential London Hydro 

IRM rate design issues and I therefore, while not expected, appreciate their response. 

 

In summary, London Hydro has stated their position within Board File: London 

Hydro_IRR_Exhibit 1_20170117 and I have presented my position within the newly attached 

OEB-EB-2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW – ADDENDUM and previous 

OEB Board File: M F Rosehart_Ltr of Comment_London Hydro_20161212_Redacted and 

attachment Allocations Methods No. 1 and 2 found within attachment OEB-EB-2016-0091-

LONDON-HYDRO-RSVA-GA-REVIEW. 

 

                                                           
2 OEB posted file name “M F Rosehart_Ltr of Comment_London Hydro_20161212_Redated” 

3 Class B customer is defined as the Non-RPP, Non-Class A General Service > 50 kW (Approx. 1,600) and all retailer associated 

(mostly residential and small business) and Non Wholesale Market Participant customers 
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ATTACHMENT NO. 2 

 

 

Previously OEB Posted, 

 

 

OEB Posted M F Rosehart_Ltr of Comment_London Hydro_20161212_Redacted 

 

and 

 

OEB-EB-2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW 
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December 9, 2016 

 

 

Ontario Energy Board  

2300 Yonge Street  

P.O. Box 2319  

Toronto, Ontario  

M4P 1E4 

 

Attention: Ms. Kirsten Walli, Board Secretary 

 

Dear Sir/Madam:  

 

Re: Distribution Rate Application for London Hydro OEB File: EB-2016-0091. 

 

I am writing to express my concerns as a London Hydro customer related to their Cost of Service 

Rate Application EB-2016-0091. Specifically, I wish to address concerns within London 

Hydro’s 2016 IRM rate application EB‐2015‐0087 dealing with RSVA – Global Adjustments4 

and subsequent OEB approved rate riders. The 2016 IRM rate application is relevant as an 

embedded component of EB-2016-0091.  

 

Upon my review of the London Hydro 2016 IRM filing I have identified a financial discrepancy, 

estimated to be in the range of $3.2 to $3.5 million.  The discrepancy is in relation to the $7.6 

million RSVA-GA 2014 variance account IRM 20155 additions, which cannot be accurately 

reconciled as valid, resulting in potential financial impacts to the Class B customers. The 

fundamental question is -  What is included in the $7,614,471 IRM 2016 RSVA Global 

Adjustment 2014 Additions? 

 

I have been in contact with London Hydro on this matter and provided my analysis and they 

have kindly forwarded their IRM reconciliations to me for review. My observation of the 

reconciliations is that London Hydro may be adding various period balances to derive a total 

variance, rather than netting the period customer receivables and payables. The discrepancy has a 

potential financial impact to non-RPP and non-Class A General Service > 50 kW (Approx. 

1,600) and retailer associated (mostly residential and small business) Class B customers.  

 

                                                           
4 RSVA-GA Defined: “Net difference” refers to the difference between the amount charged/credited by the IESO … for the 

global adjustment and the amount billed to non-RPP customers for the global adjustment in Sales of Electricity – OEB 

Accounting Procedures Handbook (APH). 
5 ATTACHMENT NO. 1: RSVA - GLOBAL ADJUSTMENT ADDITIONS 2014 
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The OEB outlined their primary role in London recently as the agency responsible for ensuring 

consumer protection and distributor regulatory compliance.  As a rate payer paying for customer 

protection services through the OEB (and distributor), I therefore request the Board to consider 

the information within the attached OEB-EB-2016-0091-LONDON-HYDRO-RSVA-GA-

REVIEW during your review of the London Hydro Cost of Service rate application and ensure 

that our Class B customers are protected from financial risk e.g. cross subsidization or otherwise.  

 

Respectfully, 

 
Mark F. Rosehart 

       

  

 

Attachments: OEB-EB-2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW 
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OEB-EB-2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW 

 

 

The following evaluation is a review of London Hydro’s 2016 IRM rate application 

EB‐2015‐0087 RSVA – Global Adjustments6 2014 additions and subsequently approved rate 

riders:  

 

 The 2014 reconciliations and subsequent OEB approved rate riders are 

relevant in the current London Hydro Cost of Service application process, as 

it is an embedded component of EB-2016-0091. 

 

RSVA - GLOBAL ADJUSTMENT ADDITIONS 2014: 

 

As outlined in ATTACHMENT NO. 1: RSVA - GLOBAL ADJUSTMENT ADDITIONS 2014 

the London Hydro_2016_IRM_RateGen_20160317 tool identifies an addition to the RSVA-GA 

account of $7,614,471 with a total closing 2014 customer receivable balance of $9,592,3577. The 

additions are subsequently translated into a charge through the OEB approved Rate Order (rate 

rider) for clearance to Class B (Non-Regulated Price Plan, Non-Class A and Non-Wholesale 

Market Participant) consumers. 

 

RSVA – GLOBAL ADJUSTMENT EVALUATIONS: 

 

The following review reflects and or outlines my understanding of the rules and evaluation of the 

matter. Due to the lack of available monthly London Hydro Class B energy data the analysis 

incorporates assumptions resulting in a +/- 10% analytical accuracy. Two energy allocation 

methods are being utilized within this submission to evaluate the RSVA_GA 2014 - $7,614,471 

additions. 

 

Input statistics IRM rate application EB‐2015‐0087 as follows: 

 

a) RSVA-GA account of $7,614,471 to be validated with a closing 2014 total customer 

receivable balance of $9,592,357 (Previous opening 2014 balance plus adjustments and 2014 

balances excluding 2015 balances). 

 

b) Annual Rate Class Energy as follows: 

 

                                                           
6 RSVA_GA Defined: “Net difference” refers to the difference between the amount charged/credited by the IESO … for the 

global adjustment and the amount billed to non-RPP customers for the global adjustment in Sales of Electricity – OEB APH. 
7 Total Receivable balance: previous opening 2014 balance plus adjustments and 2014 balances excluding 2015 balances. 
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Table No. 1 

 

Class B represents approximately 47.6% annually of total metered sales in 2016.  

 

1. ALLOCATION METHOD NO. 1 

 

Assumptions: 

 

a. The analysis within assumes that London Hydro wholesale purchases are coincident with 

the IESO wholesale market profile when determining monthly IRM energy allocations.  

 

The Method No. 1 detailed reconciliation of 2014 additions is outlined in Table No. 2 as 

follows: 

 

 
 

 

Table No. 2 
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Allocation Method utilized: 

 

As monthly total energy billed to Class B consumers is not readily available within the 2016 

IRM, the IESO monthly total Ontario Primary Demand profile is utilized to create monthly 

percent to total annual energy allocations. The monthly percent allocation is subsequently 

used to proportion the total IRM Class B energy reported throughout the year.  

 

Following the calculation of monthly proportional Class B energy, a monthly calculation of 

charges to Class B customers for Global Adjustment at the London Hydro Retail Rate8 

(Retail Rate x Energy) and charges at the IESO posted final wholesale rate (Final Rate x 

Energy) is determined. The monthly Global Adjustment variance to be realized in the 

RSVA_GA for the trade month is simply the net of the Retail Rate Charge minus the Final 

Rate Charge.  

 

Evaluation Result Method 1: 

 

Table No. 2 identifies that the estimated Global Adjustment variance over 2014 is $3,898,502 

assuming a +/- 10% accuracy.  The 2016 IRM identifies 2014 additions to be $7,614,471 

creating a discrepancy of $3,715,969 dollars or 48.8%. Even if Assumed an accuracy of 20% 

on the evaluation we would not be able to reconcile the $7,614,471 additions. 

 

 The 2016 IRM identifies 2014 additions to be $7,614,471 creating a 

discrepancy of $3,715,969 dollars or 48.8%. 

 

2. ALLOCATION METHOD NO. 2 

 

Assumptions: 

 

a. The analysis within assumes that London Hydro wholesale purchases are coincident with 

the IESO wholesale market profile when determining monthly IRM energy allocations.  

b. All London Hydro Customers are billed as Class B at the IESO first estimate Retail Rate 

to calculate maximum9 GA exposure. 

 

The Method No. 2 detailed reconciliation of 2014 additions is outlined in Table No. 3 as 

follows: 

 

 

                                                           
8 Retail Rate = IESO start of month posted 1st estimate rate. 
9 Maximum Global Adjustment Retail Rate$ minus Final Rate$ exposure if all customers billed Retail Rate. 
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Table No. 3. 

 

Allocation Method utilized: 

 

The same Allocation Method was utilized as outlined in METHOD NO. 1 above. 

 

Evaluation Result Method 2: 

 

Table No. 2 identifies that the estimated Global Adjustment variance over 2014 is $8,198,376 

assuming a +/- 10% accuracy.  The 2016 IRM identifies 2014 additions to be $7,614,471 

creating a variance of $583,905 dollars. However, $7,614,471 is at 92.9% of the estimated 

$8,198,376, while the IRM 2016 energy inputs identify the Class B to be 47.6% of energy 

sales creating a Overstated Discrepancy of $3,451,310 or 45.3%. 

 

 The 2016 IRM identifies 2014 additions to be $7,614,471 creating a discrepancy 

of $3,451,310 or 45.3%. 
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SUMMARY: 

 

The evaluation identified the IRM 2016 RSVA – Global Adjustment additions of $7,614,471 

to be inaccurate and may result in financial discrepancies with a potential financial impact to 

Class B customers. Impacts have been estimated in Model No. 1 @ $3.7 million and Model 

No. 2 @ $3.4 million with a +/- accuracy of 10%. Model No. 2 further illustrates that a 2014 

RSVA addition of $7.6 million is impossible at 92.9% exposure to London Hydro should all 

customers be assumed to be on Class B Global Adjustment retail rates when the current Class 

B represents only 47.6% of the total energy consumed. 

 

The London Hydro 2017 Cost of Service Application EB-2016-0091 incorporates IRM 2016 

rate application EB‐2015‐0087 inputs into the rate model and therefore it requires to be 

included in the current rate review process. A detailed audit, review and response is required 

to identify what is included in the IRM 2016 RSVA-GA additions of $7,614,471 and how 

variances are handled at London Hydro?  

 

RECOMMENDATION: 

 

Considering the information presented above, Mark F. Rosehart recommends to the Ontario 

Energy Board, with a mandate to provide consumer protection during the rate making 

process and distributor compliance, consider the information within the attached OEB-EB-

2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW during your review of the London 

Hydro Cost of Service Rate Application EB-2016-009. In addition, I recommend that the 

OEB validates and subsequently ensures that non-RPP and non-Class A General Service > 50 

kW and retailer associated Class B London Hydro customers are protected from undue 

financial risk e.g. cross subsidization or other.  
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ATTACHMENT NO. 1 - RSVA - GLOBAL ADJUSTMENT ADDITIONS 2014 
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ATTACHMENT NO. 2 – ALLOCATION MODEL NO.1 

 

 



Mark F. Rosehart 

    EB-2016-0091 

 

 

Page 18 of 18 

 

 

ATTACHMENT NO. 2 – ALLOCATION MODEL NO.2 

 

 
 




