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Legal Application 1 

 2 

 3 

ONTARIO ENERGY BOARD 4 

          EB-2017-0082 5 

 6 

 7 

IN THE MATTER OF the Ontario Energy Board Act, 1998, being 8 

Schedule B to the Energy Competition Act, 1998, S.O. 3 1998, c.15; 9 

 10 

 11 

AND IN THE MATTER OF an Application by Wellington North Power Inc., to the 12 

Ontario Energy Board for an Order or Orders  approving or fixing just and 13 

reasonable rates and other service charges for the distribution of electricity as of 14 

May 1, 2018. 15 

 16 

 17 

1. Title of Proceeding: 18 

An application by Wellington North Power Inc. for an Order or Orders approving or fixing just 19 

and reasonable distribution rates and other charges, effective May 1, 2018.  20 

 21 

2. The Applicant:  22 

Applicant’s Name:  Wellington North Power Inc. 23 

Applicant’s Address for Service:  Wellington North Power Inc. 24 

290 Queen St W, Mount Forest, ON, N0G 2L0 25 

Applicant’s Contact Details: Richard Bucknall – Chief Administrative Officer 26 

E-mail: rbucknall@wellingtonnorthpower.com 27 
 28 

 Raymond Petersen – Finance & Regulatory Supervisor 29 

 E-mail: rpetersen@wellingtonnorthpower.com 30 
  31 
 Tel: 519-323-1710 32 

 Fax: 519-323-2425  33 

mailto:rbucknall@wellingtonnorthpower.com
mailto:rpetersen@wellingtonnorthpower.com
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3. Application 1 

a) The Applicant is Wellington North Power Inc. (referred to in this application as the 2 

“Applicant”, the “Distributor”, the “Company”, “Wellington North Power” or “WNP”).  The 3 

company is incorporated pursuant to the Ontario Business Corporations Act, and licensed 4 

as Electricity Distributor under the Ontario Energy Board Act, 1998 (the “Act”).  5 

 6 

Wellington North Power Inc. holds Electricity Distribution Licence ED-2002-0511.  7 

 8 

The Applicant undertakes the business of distributing electricity within the former Town of 9 

Mount Forest, Village of Arthur and the Village of Holstein, servicing approximately 3,700 10 

residential and general service customers.  Wellington North Power’s head office is located 11 

at 290 Queen Street West, in the Township of Wellington North in the former town of 12 

Mount Forest.  13 

 14 

b) Wellington North Power Inc. hereby applies to the Ontario Energy Board (the Board) 15 

pursuant to Section 78 of the Ontario Energy Board Act, 1998 for an Order or Orders 16 

approving just and reasonable rates for the distribution of electricity based on a 2018 17 

Incentive Rate-setting mechanism (“IRM”) application, to be effective on May 1, 2018. 18 

 19 

c) For its Incentive Rate-Setting Mechanism (“IRM”) Application using the Price Cap Index 20 

methodology, Wellington North Power Inc. has used the following Board issued model(s) 21 

to support its submission: 22 

 2018 IRM Rate Generator Model (version 1.1, updated September 8th 2017). 23 

 2018 GA Analysis Work Form (version 1.4, updated July 24th 2017). 24 

 2018 Capital Module – ACM (version 4.0, updated August 3rd 2017). 25 

 26 

d) In preparing and submitting this application, Wellington North Power Inc. has adhered to 27 

Chapter 3 of the Ontario Energy Board’s “Filing Requirements for Electricity Distribution 28 
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Rate Applications – 2017 Edition for 2018 Rate Applications” (the “Filing Requirements”) 1 

issued July 20th 2017.   2 

 3 

e) Wellington North Power Inc. applies for Board approval for the following matters: 4 

(1) Adjustment to current (2017) distribution rates by applying the OEB’s annual 5 

adjustment mechanism of the Price Cap Index to establish 2018 electricity 6 

distribution rates, effective from May 1, 2018. 7 

 8 

(2) The Revenue-Cost ratio adjustments were approved in Wellington North Power Inc.’s 9 

2016 Cost of Service rate application (EB-2015-0110) and therefore no further 10 

adjustments are being requested for 2018. 11 

 12 

(3) As per Board’s policy, “A New Distribution Rate Design for Residential Electricity 13 

Customers”1, the report required that electricity distributors to transition to a fully 14 

fixed monthly distribution service charge for residential customers over a four-year 15 

period beginning in 2016. Wellington North Power Inc. is proposing residential rate 16 

changes consistent with the new policy. Wellington North Power Inc. has followed 17 

the approach set out in worksheet 16 of the 2018 IRM Rate Generator model as per 18 

table below: 19 

Rate Design Transition 20 

  
Revenue 

from Rates 

Current 
Fixed / 

Variable 
Split 

Decoupling 
Monthly 

Fixed 
Charge Split 

Incremental 
Fixed Charge 

($/month/year) 

New 
Fixed / 

Variable 
Split 

Adjusted 
Rates 

Current Residential 
Fixed Rate 
(inclusive of R/C adj.) 

 

$27.95 $1,090,385 79.4% 10.3% $3.62 89.7% $31.57 

Current Residential 
Variable Rate 
(inclusive of R/C adj.) 

 

$0.0103 $282,304 20.6%   10.3% $0.0052 

 21 

                                                           
1
 Board policy “A New Distribution Rate Design for Residential Electricity Customers” (EB-2014-0210), April 2, 

2015 
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(4) Approval for an adjustment to the Retail Transmission Service Rates approved in 1 

Wellington North Power’s 2017 IRM rate application (EB-2016-0111) as per Guideline 2 

(G-2008-0001) on Retail Transmission Service Rates2 and updates to the Uniform 3 

Transmission Rates (“UTRs”) as reflected in the IRM Rate Generator model filed with 4 

this Application.  5 

The rate model reflects the most recent uniform transmission rates (“UTRs) 6 

approved by the OEB (EB-2015-0311) issued on January 14, 2016. Wellington North 7 

Power Inc. acknowledges that OEB staff will adjust Wellington North Power Inc.’s 8 

2018 RTSRs when the 2017-2018 UTRs have been determined and approved.3 9 

 10 

(5) The continuation of the Low Voltage Service Rate as approved in Wellington North 11 

Power Inc.’s 2016 Cost of Service rate application (EB-2015-0110). 12 

 13 

(6) The continuation of existing Specific Service Charges and Loss Factors as approved in 14 

Wellington North Power Inc.’s 2016 Cost of Service rate application (EB-2015-0110). 15 

 16 

(7) Disposition of Group 1 accounts is not being requested because the outcome of the 17 

threshold test did not exceed the $0.001 per kWh pre-set disposition threshold as 18 

determined in Chapter 3 of the “Filing Requirements.” 4 19 

 20 

(8) Approval of a new Rate Rider for revenue recovery relating to the Advanced Capital 21 

Module (ACM) project that was filed with Wellington North Power Inc.’s 2016 Cost of 22 

Service rate application (EB-2015-0110)5. This capital investment project is the 23 

replacement of an aged and deteriorated municipal substation (MS3) in 2018 which 24 

                                                           
2
 OEB Guideline (G-2008-0001) on Retail Transmission Service Rates – issues October 22, 2008, revision 4.0 June 

28, 2012 and any subsequent revisions 
3
 2017-18 Transmission Cost of Service Application by Hydro One Networks Inc. – EB-2016-0160 

4
 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 

– Chapter 3 Rate-Setting Applications”, July 20, 2017 - Section 3.2.5 “Review and Disposition of Group 1 Deferral 
and Variance Account Balances”, pages 9 and 10 
5
 Wellington North Power 2016 Cost of Service application: Decision and Rate Order (EB-2015-0110), March 31, 

2016, Sub-section 3.1.1 Advanced Capital Module 
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was included in the LDC’s 5-year Distribution System Plan as a component of 1 

Wellington North Power Inc.’s 2016 Cost of Service Rate Application. 2 

 3 

f) This Application is supported by written evidence that may be amended from time to time, 4 

prior to the Board’s final decision on this Application. 5 

 6 

 7 

4. Proposed Distribution Rates and Other Charges 8 

The Tariff of Rates and Charges proposed in this Application are presented in Appendix B. 9 

 10 

 11 

5. Proposed Effective Date of Rate Order 12 

Wellington North Power Inc. requests the Ontario Energy Board make its Rate Order 13 

effective May 1, 2018. 14 

Wellington North Power Inc. requests that the existing rates be made interim commencing 15 

May 1, 2018 in the event there is insufficient time for: 16 

 The Board to issue a Draft Rate Order;  17 

 The Applicant to review and comment on the Draft Rate Order; 18 

 The Board to issue a final Decision and Order in this application for the implementation 19 

of the proposed rates and charges as of May 1, 2018.  20 

Wellington North Power Inc. also requests to be permitted to recover the incremental 21 

revenue from the effective date to the implementation date if the dates are not aligned.  22 

  23 
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6.  Form of Hearing Requested  1 

Wellington North Power Inc. respectfully requests that, pursuant to Section 34.01 of the 2 

Board’s Rules of Practice and Procedure, that this Incentive Rate-Setting Mechanism 3 

(“IRM”) Application proceeding be conducted by way of written hearing. 4 

 5 

 6 

7. Notice of Application 7 

All of Wellington North Power Inc.’s customers may be affected by this application. 8 

Wellington North Power Inc. traditionally publishes the application information in the 9 

weekly local newspaper with the highest circulation in the LDC’s service territory. The 10 

Applicant is proposing to continue that process if instructed by OEB Staff. 11 

If required, Wellington North Power Inc. would publish the “Notice of Application” for this 12 

proceeding in “The Wellington Advertiser” - a local weekly community not-paid-for 13 

newspaper which has the highest circulation in its service area (an audited circulation of 14 

40,164.) 15 

Additionally, the Application will be posted on Wellington North Power Inc.’s website at 16 

www.wellingtonnorthpower.com 17 

 18 

 19 

8. Customers Affected 20 

All of Wellington North Power Inc.’s customer rate classes may be affected by the 2018 21 

Rate Application as the annual mechanism adjustment has been applied uniformly across 22 

all customer rate classes. In addition to these adjustments, the residential class is being 23 

impacted by the OEB’s rate design policy (EB-2014-0210) for residential customers6.  24 

                                                           
6
 Board policy “A New Distribution Rate Design for Residential Electricity Customers” (EB-2014-0210), April 2, 

2015 

http://www.wellingtonnorthpower.com/
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Wellington North Power Inc. has determined that for this application, the monthly bill 1 

impacts are as per table below calculated by the Board’s 2018 IRM Rate Generator: 2 

 3 

Summary of Monthly Bill Impacts 4 

Rate Class 
Average Monthly Usage Total Bill Impact 

kWh kW ($) (%) 

Residential 750  $2.15 1.8% 

Residential – low-user (10th percentile) 302  $4.40 6.5% 

General Service <50kW 2,000  $5.15 1.6% 

General Service 50 - 999kW 38,217  106 $44.40 0.7% 

General Service 1000 - 4999kW 746,695 1,476 $560.28 0.4% 

Unmetered Scattered Load 252  $4.13 4.1% 

Sentinel Lighting 1,927 5 $20.90 3.2% 

Streetlights 64,297 165 $120.46 1.0% 

 5 

 6 

9. Accuracy of Billing Determinants 7 

Wellington North Power Inc. confirms the accuracy of the billing determinants for the pre-8 

populated 2018 IRM Rate Generator model. 9 

 10 

Copies of the Wellington North Power Inc.’s current and proposed Tariff of Rates and 11 

Charges as well as customer bill impacts are included in this Application (Appendices A, B 12 

and C respectively). 13 

  14 
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10. Scope of Application 1 

The scope of the application for the Incentive Rate-Setting Mechanism (“IRM”) 2 

Application, using the Price Cap IR methodology, for Electricity Distribution Rates for the 3 

2018 rate year includes: 4 

 Manager’s Summary; 5 

 2018 IRM Rate Generator (v1.1); 6 

 2018 GA Analysis Work Form; 7 

 2018 Capital Module: ACM –Rate Rider Approval (2018); 8 

 Proposed 2018 Tariff of Rates and Charges; 9 

 Customer Bill Impacts; and 10 

 Wellington North Power Inc.’s 2017 IRM Decision and Rate Order (EB-2016-0111). 11 

 12 

 13 

 14 

DATED at Mount Forest, Ontario, this 25th day of September 2017. 15 

 16 

All of which is respectfully submitted. 17 

 18 

 19 

Original signed by: 20 

 21 

 22 

 23 

Richard Bucknall 24 

Chief Administrative Officer 25 

Wellington North Power Inc.  26 
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Manager’s Summary 1 

Wellington North Power Inc. (WNP) is applying for distribution rates pursuant to an Incentive 2 

Rate-setting Mechanism (“IRM”) Application to set Distribution Rates and Charges to be 3 

effective May 1, 2018. 4 

 5 

In applying for 2018 electricity distribution rates, WNP has referred to the Ontario Energy 6 

Board’s “Filing Requirements for Electricity Distribution Rate Applications – 2017 Edition for 7 

2018 Rate Applications - Chapter 3 Incentive Rate-Setting Application” (the “Filing 8 

Requirements”) issued July 20th 2017. WNP has completed the 2018 IRM Rate Generator 9 

model (v1.1), the 2018 Global Adjustment (GA) work form and the 2018 Capital Module – 10 

ACM (4.0) as provided by the OEB. 11 

 12 

The schedule of Proposed Rates and Charges in this Application reflect an adjustment to the 13 

Applicant’s rates previously approved by the Board in the Decision and Rate Order issued by 14 

the Board on March 30th 2017, case number EB-2016-0111, with respect to Wellington North 15 

Power Inc.’s 2017 IRM rate application. 16 

 17 

This Manager’s Summary will address the following elements: 18 

a) Annual Adjustment Mechanism; 19 

b) Accuracy of Billing Determinants; 20 

c) Revenue to Cost Ratio Adjustment; 21 

d) Rate Design for Residential Electricity Customers; 22 

e) Approval for adjustments to the current Retail Transmission Service Rates as approved 23 

in EB-2015-0110; 24 

f) Continuation of the Low Voltage Service Rate as approved in EB-2015-0110; 25 

g) Continuation of Specific Service Charges and Loss Factors; 26 

h) Global Adjustment (GA) analysis using the GA workform; 27 

i) Deferral and Variance Account Analysis; 28 

j) Review and Disposition Group 1  Deferral and Variance Account Balances; 29 
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k) LRAM Disposition; 1 

l) Tax Changes; 2 

m) Z-Factor; 3 

n) Capital Module: ACM –Rate Rider Approval (2018); 4 

o) Summary of Bill Impact; 5 

p) Rate Mitigation; and 6 

q) Conclusion. 7 

 8 

 9 

(a) Annual Adjustment Mechanism 10 

For the IRM application, WNP’s electricity distribution rates for 2018 have been adjusted using 11 

three factors:  12 

 A price escalator:  GDP-IPI (annual percentage change in Gross Domestic Product 13 

Implicit Price Index); 14 

 A productivity factor industry Total Factor Productivity (TFP); and 15 

 A stretch factor  assigned from the PEG Benchmarking Report 16 

 17 

For the purposes of preparing the 2018 rate application, the Board expects WNP to use a 18 

proxy for the price cap adjustment. The price cap index is 1.45%. The price cap index is based 19 

upon the following default values:  20 

 21 

Price Cap Index 22 

Price Escalator (GDP-IPI)  1.90% 23 

Less: Productivity Factor  0.00% 24 

Less: Stretch Factor   0.45%  (WNP is in Group “IV”). 25 

Price Cap Index   1.45% 26 

(As per worksheet 16. Rev2Cost_GDP-IPI of the 2018 Rate Generator model) 27 

 28 

The Applicant acknowledges that: 29 
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 Board staff will update WNP’s 2018 Rate Generator model with the 2018 Price Cap 1 

parameters once they are available as noted in the “Filing Requirements”7; and 2 

 The annual adjustment mechanism will apply to distribution rates (fixed and variable 3 

charges) uniformly across all customer rate classes. 4 

 5 

WNP confirms the Price Cap index adjustment has been applied to distribution rates (fixed and 6 

variable) uniformly across all customer rate classes and that the index adjustment has not 7 

been applied to the following components of distribution rate components:  8 

 Rate Adders;  9 

 Rate Riders; 10 

 Low Voltage Service Charges; 11 

 Retail Transmission Rates;  12 

 Wholesale Market Service Rates; 13 

 Rural and Remote Rate Protection Charge; 14 

 Standard Supply Service – Administrative Charge;  15 

 Capacity Based Recovery; 16 

 MicroFIT Service Charge;  17 

 Specific Service Charges;  18 

 Transformation and Primary Metering Allowances; and  19 

 Smart Metering Entity Charge. 20 

 21 

 22 

(b) Accuracy of Billing Determinants 23 

WNP confirms the accuracy of the billing determinants that were pre-populated in the 2018 24 

Rate Generator model. 25 

 26 

                                                           
7
 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 

– Chapter 3 Rate-Setting Applications”, July 20, 2017, pages 5 and 6 
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(c) Revenue-Cost Ratio Adjustments 1 

The Applicant’s Revenue-Cost ratio adjustments were approved in Wellington North Power 2 

Inc.’s 2016 Cost of Service rate application (EB-2015-0110) and therefore no further 3 

adjustments are required in 2018. 4 

 5 

 6 

(d) Rate Design for Residential Electricity Customers 7 

As per Board’s policy, “A New Distribution Rate Design for Residential Electricity Customers”8, 8 

the report required electricity distributors to transition to a fully fixed monthly distribution 9 

service charge for residential customers over a four-year period beginning in 2016. WNP is 10 

proposing residential rate changes consistent with this policy. Wellington North Power Inc. has 11 

followed the approach set out in worksheet 16 of the 2018 IRM Rate Generator model as per 12 

table below: 13 

Rate Design Transition 14 

  
Revenue 

from 
Rates 

Current 
Fixed / 

Variable 
Split 

Decoupling 
Monthly 

Fixed 
Charge Split 

Incremental 
Fixed Charge 

($/month/year) 

New Fixed 
/ Variable 

Split 

Adjusted 
Rates 

Current Residential 
Fixed Rate 
(inclusive of R/C adj.) 
 

$27.95 $1,090385 79.4% 10.3% $3.62 89.7% $31.57 

Current Residential 
Variable Rate 
(inclusive of R/C adj.) 
 

$0.0103 $282,304 20.6%   10.3% $0.0052 

 15 

In worksheet 16 of the 2018 Rate Generator model – “16. Rev2Cost_GDPIPI”:  16 

 Increased the Monthly Service Charge (fixed) by $3.62 and decreased the variable 17 

charge by $0.0051 per kWh (before applying the 2018 price cap index).  18 

 The fixed/variable revenue split changes from 79.4%/20.6%to 89.7%/10.3%.  19 

 The resulting $3.62 incremental monthly increase is below the Board’s threshold upper 20 

limit of $4.00 per month. 21 

                                                           
8
Board policy “A New Distribution Rate Design for Residential Electricity Customers” (EB-2014-0210), April 2, 

2015 
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Because the resulting incremental increase is below the $4.00 per month upper limit as 1 

expected by the OEB9 and as per Board’s Rate Design policy10, in WNP’s opinion, the four year 2 

transitioning period remains appropriate. 3 

 4 

Calculation of 10th Percentile Residential Customer’s Consumption: 5 

In evaluating the total bill impact for a residential customer with consumption at the 10th 6 

percentile, WNP reviewed the “Filing Requirements”11 and used the following method: 7 

a) Extracted billed electricity usage for each Residential customer where there was 8 

consumption between January 1st 2016 and December 31st 2016. (Billed consumption is 9 

metered usage with losses applied); 10 

b) Prepared data to show the monthly usage for each customer account; 11 

c) Reviewed data and excluded accounts where one of the following conditions occurred: 12 

i. There was less than 12 months of billed data (i.e. a new occupier who moved into a 13 

residential property on August 1st 2016 would have only had five months of billed data 14 

and therefore could distort the outcome as they have no usage profile for a full summer 15 

and/or winter months.); 16 

ii. Customers who’s usage profile indicated they occupied the property for less than 10 17 

months (i.e. people who leave the area during the winter period); 18 

iii. A tenant who although may have 12 months of data, has moved from one property into 19 

another property within the twelve month period. WNP made this decision on the basis 20 

that tenant may not be moving into a similar size or heated/vented property (i.e. moving 21 

from an apartment into a townhouse). 22 

iv. An account with a monthly average of less than 50 kWh. 23 

Based upon the above criteria, 82 residential records were removed from the data. 24 

d) Of the remaining 3,157 valid records, calculated a monthly kWh average by totaling the 25 

kWh’s billed and divided by the number of months billed; 26 

                                                           
9
 As referred in “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 

Rate Applications – Chapter 3 Rate-Setting Applications”, July 20, 2017, page 7 
10

 Board policy “A New Distribution Rate Design for Residential Electricity Customers” (EB-2014-0210), April 2, 
2015 
11

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.3 pages 7 and 8 
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e) With the average Monthly kWh known, sorted from the lowest to the highest; and 1 

f) Of the 3,157 records, selected the average Monthly kWh at the 316th record (the 10th 2 

percentile.) Record 317 showed an average monthly kWh of 302.40 kWh. 3 

The methodology to calculate WNP’s Calculation of 10th Percentile Residential customer’s 4 

consumption as described above was explained and accepted in the Applicant’s 2016 Cost of 5 

Service rate application (EB-2015-0110) 12. 6 

 7 

WNP is not proposing a rate mitigation plan as the rate increase for a Residential low-energy 8 

consumer does not exceed the 10% total bill impact threshold as determined by the OEB as 9 

illustrated below: 10 

Total Bill Impact: 11 

WNP Residential Low-Volume Customer (10th percentile; monthly usage 302 kWh 12 

 Current  
OEB-Approved 

Proposed  
2018 

Change 
($) 

Change (%) 

Monthly Service Charge $27.95 $32.03 $4.08 14.60% 

Distribution Volumetric Rate $3.11 $1.30 ($1.51) -48.54% 

Fixed Rate Riders - $1.56 $1.56  

Sub-Total $31.06 $35.19 $4.13 13.30% 

Line Loss on Cost of Power $1.63 $1.63 - - 

Deferral/Variance Rate Rider - - - - 

Low Voltage Charge $0.88 $0.88 - - 

Smart Meter Entity $0.79 $0.79 - - 

Sub-Total $34.35 $38.48 $4.13 12.02% 

Wholesale Market Service Charge $1.16 $1.16 - - 

Rural & Remote Protection Charge $0.10 $0.10 - - 

Standard Service Supply Charge $0.25 $0.25 - - 

TOU – Off Peak ($0.0650 x 196 kWh) $12.76 $12.76 - - 

TOU – Mid Peak ($0.0950 x 51 kWh) $4.88 $4.88 - - 

TOU – Off Peak ($0.1320 x 54 kWh) $7.18 $7.18 - - 

Sub-Total $64.24 $68.44 $4.19 6.53% 

HST (@13%) $8.35 $8.90 $0.55 6.53% 

8% Ont. Rebate for Elec Customer ($5.14) ($5.48) ($0.34)  

Total $67.46 $71.86 $4.40 6.53% 

Note: 13 

 The above includes the Price Cap Index adjustment mechanism, RTSR charge rate changes 14 

and Fixed Rate Rider for ACM being applied as requested for OEB approval through this 15 

IRM application. 16 

 17 

                                                           
12

 Wellington North Power Inc.’s 2016 Cost of Service rate application (EB-2015-0110), Exhibit 8 / Tab 1 / 
Schedule 15 – Bill Impact Information 
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(e) Approval for Adjustments to the Current Retail Transmission Service Rates 1 

WNP is applying for an adjustment of its Retail Transmission Service Rates (RTSR) based upon 2 

a comparison of historical transmission costs adjusted for new Uniform Transition Rates (UTR) 3 

levels and revenues generated from existing RTSRs.  This approach is expected to minimize 4 

variances in the USoA Accounts 1584 and 1586. 5 

 6 

On June 28, 2012, the Ontario Energy Board issued revision 4.0 of the Guideline G-2008-0001 7 

Electricity Distribution Retail Transmission Service Rates (the “Guideline”)13. This Guideline 8 

outlines the information that the Board requires electricity distributors to file when proposing 9 

adjustments to their retail transmission service rates. The guideline was used to adjust WNP’s 10 

RTSR’s for 2017. 11 

 12 

WNP has calculated the adjustments to the current Retail Transmission Service Rates as 13 

approved in the Applicant’s latest rate application (EB-2016-0111) where 2017 Distribution 14 

Rates were reviewed and approved.  The proposed rates are based on the 2016 RRR filing 15 

2.1.5 “Demand and Revenue” kWh and kW values with kWh loss adjusted consumption used. 16 

 17 

The rate model reflects the most recent uniform transmission rates (“UTRs”) approved by the 18 

OEB (EB-2015-0311) issued on January 14, 2016. Wellington North Power Inc. acknowledges 19 

that OEB staff will adjust Wellington North Power Inc.’s 2018 RTSRs when the 2017-2018 UTRs 20 

have been determined and approved.14 21 

 22 

Detailed calculations can be found in the 2018 IRM Rate Generator model (worksheets 10 to 23 

14) with adjusted RTSR’s flowing into worksheet “19. Final Tariff Schedule”.  24 

  25 

                                                           
13

 Guideline G-2008-0001 Electricity Distribution Retail Transmission Service Rates 
14

 2017-18 Transmission Cost of Service Application by Hydro One Networks Inc. – EB-2016-0160 
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A summary of the proposed adjustment to the Current Retail Transmission Service Rates are 1 

shown in the tables below: 2 

Proposed RTSR-Network 3 

Rate Class Unit 
Current RTSR – 

Network 
Proposed RTSR - 

Network 
Change 

Residential kWh 0.0065 0.0066 0.0001 

General Service <50kW kW 0.006 0.0061 0.0001 

General Service 50 - 999kW kW 2.4881 2.5275 0.0394 

General Service 1000 - 4999kW kW 2.6426 2.6845 0.0419 

Unmetered Scattered Load kWh 0.006 0.0061 0.0001 

Sentinel Lighting kW 1.8858 1.9157 0.0299 

Streetlights kW 1.8763 1.9060 0.0297 

 4 

Proposed RTSR-Line & Transformation 5 

Rate Class Unit Current RTSR – 
Connection 

Proposed RTSR - 
Connection 

Change 

Residential kWh 0.0046 0.0047 0.0001 

General Service <50kW kW 0.0039 0.0039 0.0000 

General Service 50 - 999kW kW 1.5576 1.5763 0.0187 

General Service 1000 - 4999kW kW 1.7076 1.7282 0.0206 

Unmetered Scattered Load kWh 0.0039 0.0039 0.0000 

Sentinel Lighting kW 1.2293 1.2442 0.0149 

Streetlights kW 1.2043 1.2188 0.0145 

 6 

The Applicant also requests the opportunity to update the RTSR’s included in this IRM 7 

application should the RTSR’s charged to WNP change before the rates applied for in this 8 

application are approved and in effect. 9 

 10 

 11 

(f) Continuation of Low Voltage Service Rate 12 

Pursuant to the Decision and Rate Order in WNP’ 2016 Cost of Service rate application (EB-13 

2015-0110), the Applicant requests to continue with the current Low Voltage Service Rates 14 

that were approved in that proceeding. 15 

 16 
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(g) Continuation of Specific Service Charges and Loss Factors 1 

Pursuant to the Decision and Rate Order in WNP’ 2016 Cost of Service rate application (EB-2 

2015-0110), the Applicant requests to continue with the Specific Service Charges and Loss 3 

Factors that were approved in that proceeding. 4 

 5 

 6 

(h) Global Adjustment (GA) Analysis Workform 7 

As required, WNP completed the GA analysis Workform for 2015 and 2016.  This resulted in 8 

identifying a historical misallocation in the GA unbilled entries to the Cost of Power account.  9 

The total value of the variance accounts remains the same; however the expected revenue in 10 

the Cost of Power accounts is overstated.  In the GA Analysis Workform, calculation of the 11 

expected change in GA the unbilled amount is included.  However, in the “Net Change in 12 

Principal Balance in the GL”, this amount is not included.  This is reconciled by including the 13 

change in unbilled revenue in the list of adjustments.  The amount is large but for both 2015 14 

and 2016 the number is calculated using the previous December’s unbilled kWh multiplied by 15 

the GA first estimate for the same month and subtracting the GA unbilled revenue calculation 16 

for the current year (see cell formula calculations in the GA Analysis Workform).  In order to 17 

present an accurate Continuity Schedule which reflects this adjustment, this change in GA 18 

Unbilled during the year is included in the “Transactions Debit/(Credit) during 201X” for 2015 19 

and 2016.  There is also a 2015 adjustment between GA and Cost of Power of $425,150; this 20 

value is the December 2014 unbilled kWh multiplied by the GA first estimate. 21 

 22 

 23 

(i) Deferral and Variance Account Analysis  24 

The table below reconciles the continuity schedule principal and interest with the year-end 25 

RRR filing.  There is a difference in the Wholesale Market Service Charge which is equal to the 26 

“WMS – Sub-account CBR Class B” as would be expected.  There is also a difference between 27 
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Cost of Power and the GA principal amounts.  To transition from the amounts in the continuity 1 

schedule to the RRR filing as explained in section (h) Global Adjustment above, requires: 2 

o GA Unbilled Principal Change = 2014 GA Unbilled Balance + 2015 and 2016 change 3 

in GA unbilled. 4 

o GA Change = $425,150 + $221,740 – $58,474 = $588,416 5 

All these amounts are directly calculated from the 2015 and 2016 GA Analysis Workforms 6 

which are filed with this application.  The Interest calculation was completed on the month by 7 

month balances of the GA.  The net effect of this change on the deferral variance accounts is 8 

zero dollars. 9 

 10 

2016 Continuity Schedule and 2016 Year-End RRR Filings Reconciliation 11 

 12 

 13 

 14 

(j) Review and Disposition Group 1 Deferral and Variance Account Balances 15 

In the “Filing Requirements”15, section 3.2.5 “Review and Disposition Group 1 Deferral and 16 

Variance Account Balances” makes reference to the Report of the Board on Electricity 17 

Distributors’ Deferral and Variance Account Report (the “EDDVAR Report”). Under the Price 18 

                                                           
15

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.5 page 9 
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Cap IR, the distributors’ Group 1 audited balances will be reviewed and disposed if the present 1 

disposition threshold of $0.0010 per kWh (debit or credit) is exceeded. Distributors are 2 

required to file the Group 1 balances as of December 31st 2016 to determine if the threshold 3 

has been exceeded. 4 

 5 

WNP has updated the deferral / variance continuity schedule in the 2018 IRM Rate Generator 6 

model (worksheet “3. Continuity Schedule”) using balances as at December 31st 2016 with the 7 

outcome being the threshold has not been exceeded.  The threshold verification as per 8 

worksheet 4 of the 2018 IRM Rate Generator Model is provided below: 9 

Threshold Test 10 

Total Claim (including Account 1568))  ($65,933) 

Total Claim for Threshold Test (All Group 1 Accounts) ($65,933) 

Threshold Test (Total claim per kWh) ($0.0006) 
Claim does not meet 
the threshold test 

 11 

As per section 3.2.5 of the “Filing Requirements”16, an applicant may elect to dispose of the 12 

Group 1 account balances even if they are below the threshold. WNP confirms that the 13 

applicant is not electing to dispose of Group 1 balances through this rate application. 14 

 15 

The table below confirms that in this application, WNP is requesting no new Deferral Variance 16 

Rate Riders (proposed Rate Riders are shown in the last column which has a zero ($0) value): 17 

Deferral-Variance Account Rate Riders 18 

 19 

                                                           
16

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.5 page 9 
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 1 

(k) LRAMVA Disposition 2 

WNP is not applying for a Lost Revenue Adjustment Mechanism Variance Account (LRAM-VA) 3 

disposition in this application because the Applicant deems the balance to date is immaterial. 4 

 5 

WNP has not updated the 2018 IRM Generator model (worksheet 3. Continuity Schedule) with 6 

the balance as at December 31st 2016 for this account as per instructions within the model - 7 

i.e. “LRAM Variance Account (only input amounts if applying for disposition of this account)”. 8 

 9 

In its 2016 Cost of Service rate application (EB-2015-0110), WNP requested and were 10 

approved disposition of LRAM-VA for the account balance of $11,761 as at December 31st 11 

201417.  In its application, WNP also provided its LRAM model (for the CDM program period 12 

2011 to 2014 inclusive) which was reviewed and accepted by OEB Staff and Intervenors.  13 

 14 

 15 

(l) Tax Changes 16 

WNP has completed the Shared Tax Sharing information (IRM Rate Generator worksheets 8 17 

and 9).  The result of the model shows there have been no tax changes that would cause a 18 

need for tax sharing at this time. 19 

 20 

 21 

(m) Z Factor 22 

WNP is not requesting the recovery of costs associated with unforeseen events in this 23 

application. 24 

 25 

 26 

                                                           
17

 Wellington North Power Inc. 2016 Cost of Service rate application – Settlement Proposal, Section 4.2.1 LRAM 
and LRAMVA Disposition Calculation, page 61 
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(n) Capital Module: ACM –Rate Rider Request (2018) 1 

WNP has submitted an ACM (Advanced Capital Module) model with this IRM application. The 2 

Applicant has completed the ACM model as issued and subsequently revised by the OEB on 3 

August 3rd 2017 (version 4.0). The ACM relates to 2018 capital expenditure to replace one of 4 

WNP’s existing municipal substations (MS3) with a new 44kV 5MVA substation.  5 

 6 

1. Background Summary 7 

WNP filed its 5-year Distribution System Plan (DSP) as a component of its 2016 Cost of Service 8 

rate application (EB-2015-0110)18. The DSP plan included capital investments planned for the 9 

5-years of 2016 through to 2020 inclusive with 2018 seeing the replacement of MS3 10 

substation19. As well as its DSP, WNP also filed an ACM model showing: 11 

 Estimated costs (as at the time of filing – 2015) for replacing MS3 substation20; 12 

 Preliminary estimate of the materiality threshold value and; 13 

 Total eligible incremental capital amount.  14 

By submitting this ACM model as part of its cost of service application, WNP has met the OEB 15 

requirements as detailed in the “Report of the Board – New Policy Options for the Funding of 16 

Capital Investments: The Advanced Capital Module” (EB-2014-0219).21  17 

 18 

Through its 2016 Cost of Service application (EB-2015-0110) and subsequent interrogatories, 19 

WNP met the materiality, need and prudence criteria required for proposing the recovery of 20 

the variance of capital costs (i.e. the difference between the LDC’s capital budget and the 21 

Board-defined materiality threshold) by using an ACM. 22 

 23 

                                                           
18

 Wellington North Power Inc. 2016 Cost of Service application (EB-2015-0110), Exhibit 2, Appendix 2A 
19

 Wellington North Power Inc. 2016 Cost of Service application (EB-2015-0110), Exhibit 2, Appendix 2A, section 
5.4.5.3.2 MS3 Substation re-build (2018) – Advanced Capital Module, page 216-226  
20

 Wellington North Power Inc. 2016 Cost of Service application (EB-2015-0110), Exhibit 2, Appendix 2A, section 
5.4.5.3.2 MS3 Substation re-build (2018) – Advanced Capital Module, Alternative #2 page 220-221 
21

 OEB report “Report of the Board – New Policy Options for the Funding of Capital Investments: The Advanced 
Capital Module” (EB-2014-0219), issued September 18, 2014, specifically page 14. 
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Below is a copy of the ACM model worksheet “10a. Proposed ACM projects” that was filed in 1 

WNP’s 2016 Cost of Service rate application: 2 

2016 Cost of Service application: Proposed ACM Project 3 

 Cost of 
Service 

Test Year 
2016 

Price Cap IR 

Year 1 
2017 

Year 2 
2018 

Year 3 
2019 

Year 4 
2020 

Distribution System Plan CapEx $1,593,911 $768,670 $2,196,470 $951,850 $963,000 

Materiality Threshold  $653,131 $659,768 $666,580 $673,572 

Maximum Eligible Incremental Capital 
(Forecasted CapEx less Threshold) 

 $115,539 $1,536,702 $285,270 $289,428 

 

 Price Cap IR 

Project Description Year 1 
2017 

Year 2 
2018 

Year 3 
2019 

Year 4 
2020 

Replacement of Substation MS3 including Recloser 
Smart Technology 

 $1,700,000   

Note: the materiality threshold values shown above are calculated based on 2016 Test Year 4 

Distribution Revenues, 2014 Actual Distribution Revenue and 2014 Rates available at the time 5 

of submitting WNP’s 2016 Cost of Service application (EB-2015-0110).   6 

 7 

In its Decision and Rate Order for WNP’ 2016 Cost of Service application (EB-2015-0110), the 8 

Board wrote: 9 

 Findings  10 

As part of the overall settlement, the OEB approves the ACM and notes that the 11 

review and approval process of the costs and for the establishment of the rate 12 

riders intended to recover approved project costs will be part of the Price Cap IR 13 

application process. 14 

As outlined in the OEB’s Report, if the cost of the project is 30% or more above what 15 

was documented Wellington North’s Distribution System Plan (DSP), i.e. $1.7M, the 16 

distributor should treat the project as a new Incremental Capital Module and re-file the 17 

business case in the applicable IR year. If costs exceed the amounts documented in 18 

Wellington North’s DSP by less than 30%, Wellington North should provide evidence 19 

on the need for the increased costs. If the in-service date is delayed, Wellington North 20 
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should inform the OEB in the earliest possible IR application and confirm which IR 1 

application it expects to seek to commence funding for the project.”22
   2 

 3 

2. ACM Project Status Update 4 

Through way of this IRM application, WNP confirms the following: 5 

i. The estimated cost for the project (replacing MS3 substation) at the time of 6 

submitting this IRM application remains at $1,700,000 and is therefore not more than 7 

30% nor less than 30% what was documented in Wellington North Power Inc.’s 8 

Distribution System Plan (the pre-approved amount of $1,700,0000); and 9 

ii. Wellington North Power Inc. plans to demolish the “old” MS3 substation in 2018 as 10 

well as build and energize the “new” MS3 substation in 2018. The in-service date for 11 

this new asset is still planned for Quarter 4 2018.  12 

 13 

3. 2018 ACM Model: Summary 14 

Below is a copy of the 2018 ACM model worksheet “10a. Proposed ACM projects” that has 15 

been submitted with this IRM application: 16 

2018 ACM Model: ACM Project – MS3 Substation 17 

 Cost of 
Service 

Test Year 
2016 

Price Cap IR 

Year 1 
2017 

Year 2 
2018 

Year 3 
2019 

Year 4 
2020 

Distribution System Plan CapEx $1,593,911 $768,670 $2,196,470 $951,850 $963,000 

Materiality Threshold  $754,558 $764,067 $773,877 $783,999 

Maximum Eligible Incremental Capital 
(Forecasted CapEx less Threshold) 

 $14,112 $1,432,403 $177,973 $179,001 

 

 Price Cap IR 

Project Description Year 1 
2017 

Year 2 
2018 

Year 3 
2019 

Year 4 
2020 

Replacement of Substation MS3   $1,700,000   

The materiality threshold values are calculated based on 2017 Board-Approved Distribution 18 

Revenues, 2016 Board-Approved Distribution Revenue and 2015 Actual Distribution Revenue.   19 

                                                           
22

 Decision and Rate Order (EB-2015-0110) Wellington North Power Inc., Section 3.1.1 Advanced Capital Module, 
page 6  
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4. Proposed ACM Rate Rider 1 

In the 2018 Capital Module model, in worksheet “12. Opt 1-Rate Rider Calc F &V”, WNP has 2 

elected “Fixed and Variable Rate Riders” for all customer rate classes, except Residential. For 3 

Residential customers, the Rate-Rider is set at “Fixed” as per sections 3.2.3 and 3.3.2.1 of the 4 

“Filing Requirements.”23  The resulting Rate Riders for each customer rate class as calculated 5 

in the ACM are: 6 

2018 ACM Rate Riders 7 

 8 

The above Rate Riders have been added into the 2018 Rate Generator model in worksheet 9 

“18. Additional Rates” so they are included in the proposed 2018 Tariff of Rates and Charges.  10 

 11 

WNP is proposing the Rate Riders are effective from May 1, 2018 and are in effect until the 12 

effective date of the next cost of service-based rate order (May 1, 2021). Furthermore, WNP 13 

proposes the Rate Rider is named as “Rate Rider for Recovery of Advanced Capital Module 14 

(2018) – in effect until the effective date of the next cost of service-based rate order.” 15 

 16 

5. Latest RoE 17 

As per the “Filing Requirements”, WNP is required to submit its most recent calculation of its 18 

regulated return at the time of the applicable Price Cap IR application in which funding for the 19 

project and recovery through rate riders would commence.24 The table below illustrates 20 

                                                           
23

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.3 pages 7-8 and Section 3.3.2.1 page 21 
24

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.3.1 Advanced Capital Module, page 18 
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WNP’s latest regulated return filed with the OEB based on the LDC’s 2016 audited financial 1 

statements (RRR 2.1.5.6): 2 

 3 

Latest Rate of Return on Deemed Equity (2016 Year-End) 4 

 5 

WNP’s 2016 reported Regulated Rate of Return on Deemed Equity was 10.68%. This included 6 

the regulatory income earned in 2014, 2015 and 2016 that was realized in LDC’s 2016 financial 7 

statements. This regulatory income relates to an ICM Rate Rider for WNP’s MS2 Substation 8 

replacement capital project. (In its 2014 IRM application (EB-2013-0178), WNP applied for ICM 9 

funding to rebuild its MS2 substation for an in-service date of 2014. In the “Findings” of the 10 

Decision and Order (EB-2013-0178, dated March 13, 2014):  11 
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“The Board accepts Wellington North’s proposal to recover the resulting ICM 1 

revenue requirement through fixed and variable rate riders to be in effect until the 2 

issuance of the rate order arising from its next cost of service application.”25  3 

MS2 substation was rebuilt and energized in 2014 as planned. In its 2016 Cost of Service rate 4 

application (EB-2015-0110), WNP requested approval and received approval from the Board 5 

for: 6 

(i) Incremental Capital Expenditures to be transferred from Account 1508 to its capital assets 7 

as of January 1, 2016; and 8 

(ii)  True-up of the variances resulting from the increased actual capital spending and the 9 

Board approved amount in its ICM application (EB-2013-0178), net of any recoveries from 10 

its approved ICM rate rider.26)  11 

In WNP’s opinion, if the regulatory income had not been included in the company’s 2016 12 

financial statements, the LDC’s Regulated Rate of Return on Deemed Equity for 2016 would 13 

have been 6.40% as also illustrated in the table above. 14 

 15 

 16 

(o) Summary of Bill Impacts 17 

 18 

The service and rate classifications, together with the associated electricity distribution rates 19 

included in the 2018 IRM models, are those approved by the Board in its Decision and Orders 20 

in WNP’s 2017 IRM rate application EB-2016-0111. 21 

 22 

The total bill impact to a Residential Regulated Price Plan (RPP) customer with a monthly 23 

electricity consumption of 750 kWh’s is an increase of $2.15 or 1.76% per month (inc. HST). 24 

 25 

The total bill impact to a Residential RPP low energy using customer with a monthly electricity 26 

consumption of 302 kWh’s is an increase of $4.40 or 6.53% per month (inc. HST). 27 

                                                           
25

 Wellington North Power Inc., EB-2013-0178 Decision and Order, dated March 13, 2013, page 11 
26

 Wellington North Power Inc. 2016 Cost of Service application (EB-2015-0110), Exhibit 2, Tab 5, Schedule 7 
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 1 

The total bill impact on a General Service < 50 kW RPP customer with a monthly electricity 2 

consumption of 2,000 kWh’s is an increase of $5.15 or 1.62% per month (inc. HST). 3 

 4 

The table below summarizes the effects of the rate adjustments and overall bill impacts 5 

proposed in this application for the default customer profile in each customer rate class for 6 

RPP and non-RPP pricing: 7 

Total Bill Impact 8 

 9 

 10 

 11 

(p) Rate Mitigation 12 

Wellington North Power Inc. does not propose any Rate Mitigation in this application because 13 

any distribution rate adjustments that have resulted in a bill impact change are within the 14 

Board’s threshold requirements for all consumer rate-classes. 15 

 16 

 17 

(q) Conclusion 18 

The annual mechanism adjustment has been applied uniformly across all customer rate 19 

classes. In addition to this adjustment, the residential class is being impacted by the OEB’s rate 20 
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design policy for residential customers - “A New Distribution Rate Design for Residential 1 

Electricity Customers”27. 2 

 3 

WNP is not proposing the disposition of deferral and variance accounts due to immaterial 4 

balances. This is as a consequence of the Applicant fully disposing of account balances as at 5 

December 31st 2014 as per its Board approved 2016 Cost of Service rate application (EB-2015-6 

0110).  7 

(For reference: in its 2017 IRM rate application (EB-2016-0111), WNP did not request disposal 8 

account balances as at December 31, 2015 due to balances not meeting the present 9 

disposition threshold of $0.0010 per kWh (debit or credit.))28  10 

 11 

WNP is proposing the inclusion of Advanced Capital Module (ACM) Rate Riders relating to a 12 

2018 capital investment project (a replacement substation – MS3) as described in section (n) 13 

above.  14 

 15 

The bill impact for each rate class is included in Appendix C and references to the 2018 IRM 16 

Rate Generator model in Appendix D. 17 

  18 

                                                           
27

 Board policy “A New Distribution Rate Design for Residential Electricity Customers” (EB-2014-0210), April 2, 
2015 
28

 Wellington North Power Inc. 2017 IRM application (EB-2016-0110), page 20 
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Appendix A: Current Tariff of Rates and Charges 1 

 2 

 3 
  4 
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Appendix B: 2018 Proposed Tariff of Rates and Charges 1 

 2 

 3 
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Appendix C: Bill Impacts 1 

 2 

Current vs Proposed Rates 3 

Wellington North Power Inc. has completed the 2018 IRM model in accordance with the 4 

instructions provided by the Board.  The service and rate classifications, together with the 5 

associated electricity distribution rates included in the 2018 IRM models, are those approved 6 

by the Board in WNP’s 2017 IRM rate application (EB-2016-0111). 7 

 8 

The table below summarizes the effects of the rate adjustments and overall bill impacts 9 

proposed in this application for the default customer profile in each customer rate class for 10 

RPP and non-RPP pricing: 11 

Total Bill Impact 12 

 13 
 14 

The tables on the following pages illustrate the bill impact for all WNP’s customer rate classes. 15 

16 
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Current vs Proposed Rates – Residential Customer 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model for a Residential RPP customer with a monthly consumption of 750 kWh. 3 

 4 

 5 

  6 
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Current vs Proposed Rates – Residential Customer: Low User 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model a Residential low-energy user RPP customer with a monthly consumption of 3 

302.40 kWh. 4 

 5 

 6 

7 
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Current vs Proposed Rates – General Service <50kW Customer 1 

The Rates and Charges in the table below are based upon the output from the 2018 IRM Rate 2 

Generator model for a General Service <50kW RPP customer with a monthly consumption of 3 

2,000 kWh. 4 

 5 

 6 
7 
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Current vs Proposed Rates – General Service 50 – 999 kW Customer 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model for a General Service 50-999 kW non-RPP customer with a monthly demand 3 

of 106kW. 4 

 5 

 6 

7 
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Current vs Proposed Rates – General Service 1000 –4 999 kW Customer 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model for a General Service 1000 – 4999 kW RPP customer with a monthly demand 3 

of 1,476kW. 4 

 5 

 6 

7 
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Current vs Proposed Rates – Unmetered Scattered Load Connection 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model for an Unmetered Scattered Load RPP Connection with a monthly 3 

consumption of 252 kWh. 4 

 5 

 6 
7 
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Current vs Proposed Rates – Sentinel Lighting Connection 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model for a Sentinel Lighting RPP Connection with a monthly demand of 5 kW. 3 

 4 

 5 
6 
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Current vs Proposed Rates – Streetlights Connection 1 

The Rates and Charges in the table below are based on the output from the 2018 IRM Rate 2 

Generator model for a Streetlights Connection with a monthly demand of 165 kW. 3 

 4 

 5 
  6 
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Appendix D: 2018 Rate Generator Model 1 

 2 

In applying for 2018 electricity distribution rates, WNP has referred to the Ontario Energy 3 

Board’s “Filing Requirements.”29  In its application, Wellington North Power Inc. has elected to 4 

use the Incentive Rate-setting (“IRM”) as its rate–setting method for requesting its’ 2018 5 

electricity distribution rates.   6 

 7 

WNP has completed the 2018 IRM Rate Generator model (version 1.1 updated September 8th 8 

2017) as provided by the Board and below are details taken from this model: 9 

 10 

Information Sheet 11 

 12 

 13 

                                                           
29

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017 
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Continuity Schedule:  2015 Transactions 1 

The table below shows the transactions (principal and interest) recorded during 2015 in Wellington North Power Inc.’s Group 1 Accounts: 2 

 3 

 4 

  5 
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Continuity Schedule:  2016 Transactions 1 

The table below shows the transactions (principal and interest) recorded during 2016 in Wellington North Power Inc.’s Group 1 Accounts: 2 

 3 

 4 
 5 
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Continuity Schedule:  2017 Projections and RRR Reporting 1 

The table below shows the projected Interest amounts based upon 2016 year-end balances for (a) interest during 2017 and (b) interest for 2 

the period of January to April of 2018.  This table also illustrates the variances between 2016 balances and RRR balances filed with the OEB: 3 

 4 

 5 
 6 
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Continuity Schedule:  Deferral and Variance Account Analysis 1 

The table below reconciles the continuity schedule principal and interest with the year-end 2 

RRR filing.  There is a difference in the Wholesale Market Service Charge which is equal to the 3 

“WMS – Sub-account CBR Class B” as would be expected.  There is also a difference between 4 

Cost of Power and the GA principal amounts.  To transition from the amounts in the continuity 5 

schedule to the RRR filing as explained in section (h) above, requires: 6 

o GA Unbilled Principal Change = 2014 GA Unbilled Balance + 2015 and 2016 change 7 

in GA unbilled. 8 

o GA Change = $425,150 + $221,740 – $58,474 = $588,416 9 

All these amounts are directly calculated from the 2015 and 2016 GA Analysis Workforms 10 

which are filed with this application.  The Interest calculation was completed on the month by 11 

month balances of the GA.  The net effect of this change on the deferral variance accounts is 12 

zero dollars. 13 

 14 

2016 Continuity Schedule and 2016 Year-End RRR Filings Reconciliation 15 

 16 

 17 
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Billing Determinant for Deferral- Variance Balances Allocation 1 

The worksheet below illustrates that when inputting the 2016 year-end Deferral and Variance Balances from WNP’s Group 1 Accounts, the 2 

Claim does not exceed the Threshold Test and therefore, there are no Disposition requirements required for WNP’s 2018 IRM application.   3 

 4 
 5 
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Global Adjustment Calculation. 1 

As summarized above, when inputting the 2016 year-end Deferral and Variance Balances from 2 

WNP’s Group 1 Accounts, the Claim does not exceed the Threshold Test and therefore, there 3 

are no Disposition requirements required for WNP’s 2018 IRM application.  The table below 4 

shows WNP’s Global Adjustment (GA) Balance as at December 31st 2016: 5 

 6 

 7 

 8 

WNP are not requesting disposition of its Global Adjustment account balance as at December 9 

31st 2016 and have included the table above for information purposes only. 10 

 11 

In Appendix F, WNP has included an overview of its settlement process with the Independent 12 

Electricity System Operator (IESO) for information purposes only. 13 

  14 
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Calculation of Deferral – Variance Balances 1 

WNP’s Group 1 account balances that have accumulated in 2016 did not exceed the $0.001 2 

per kWh pre-set disposition threshold as determined in Chapter 3 of the Filing Requirements, 3 

section 3.2.5 “Review and Disposition of Group 1 Deferral and Variance Account Balances” 4 

(page 10).  As a consequence, there are no “new” Rate Riders required to be incorporated into 5 

2018 distribution rates as illustrated in the copy of the 2018 Rate Generator worksheet 7. 6 

“Calculation of Def-Var RR” shown below: 7 

 8 

 9 
 10 

Note: 11 

The kWh and kW values provided on worksheet 7 of WNP’s 2018 Rate Generator Model 12 

reflect the billed kW forecast (including the CDM adjustments) that were approved in WNP’s 13 

2016 Cost of Service application (EB-2015-0110).  14 

  15 
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Summary of Tax Savings 1 

The table below shows the tax-sharing amount with data inputted from WNP’s most recent 2 

Cost of Service application (EB-2016-0110): 3 

 4 

 5 
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Tax Sharing: Shared Tax Rate Rider 1 

The table below has been updated with 2 

 The Customer numbers / connections and re-based kWh / kW) from WNP’s 2016 Cost of Service application (EB-2015-0110); 3 

 The monthly Service Charge and Distribution Volumetric rates for WNP as per Board Approved WNP’s 2016 Cost of Service 4 

application (EB-2015-0110) 5 

As there are no tax changes that would cause a need for tax sharing at this time, there are no Shared Tax Rate Riders required in this 6 

application. 7 

 8 
 9 
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RTSR:  Information: 1 

WNP has updated the Retail Transmission Service Rates (RTSR) worksheet within the 2018 2 

IRM Rate Generator model.  The Applicant has calculated the adjustments to the current 3 

Retail Transmission Service Rates as approved in EB-2015-0110. The adjusted RTSR’s, shown in 4 

worksheet 25. “RTSR Rates to Forecast” of the 2018 Rate Generator Model have been 5 

incorporated in the proposed 2018 rates as per worksheet 19. “Final Tariff Schedule” also 6 

within the 2018 Rate Generator Model. 7 

 8 

The Applicant requests the opportunity to update the RTSR’s included in this IRM application 9 

should the RTSR’s charged to WNP change before the rates applied for in this application are 10 

approved and in effect. 11 

 12 

The rate model reflects the most recent uniform transmission rates (“UTRs) approved by the 13 

OEB (EB-2015-0311) issued on January 14, 2016. Wellington North Power Inc. acknowledges 14 

that OEB staff will adjust Wellington North Power Inc.’s 2018 RTSRs when the 2017-2018 UTRs 15 

have been determined and approved30 as per the “Filing Requirements”31 16 

  17 

                                                           
30

 2017-18 Transmission Cost of Service Application by Hydro One Networks Inc. – EB-2016-0160 
31

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.4 pages 8 - 9 
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RTSR: Rate Classes and Current RTS Network and Connection Rates 1 

Below are the rate classes relevant for Wellington North Power Inc. and their current 2 

corresponding RTSR-Network and RTSR-Connection rates that were approved in the 3 

Applicants 2017 IRM application (EB-2016-0111): 4 

 5 

 6 

 7 

 8 

RTSR: Reported RRR Billing Determinants 9 

Below are WNP’s Billing Determinants for each rate classes that were reported to the OEB 10 

through RRR filing (2.1.5 Performance Based – Supply and Delivery Information, filed April 30th 11 

2017): 12 

 13 

 14 
15 
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RTSR: Transmission Rates 1 

Below are the published Uniform Transmission rates (UTRs) and Hydro One Sub Transmission 2 

Rates Billing Determinants for each rate classes that were reported to the OEB: 3 

 4 

 5 

 6 
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RTSR: Current Wholesale Uniform Transmission Rates 1 

Below is the calculated projected billing for Wellington North Power Inc. when current 2016 Uniform Transmission Rates are applied to historical 2 

2016 Transmission Rates: 3 

 4 

 5 

 6 
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RTSR: Forecast Wholesale Uniform Transmission Rates 1 

Below is the calculated projected billing for Wellington North Power Inc. when current 2016 Uniform Transmission Rates are applied to historical 2 

2016 Transmission Rates: 3 

 4 

 5 

6 
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RTSR: Adjustment to Recover Current Wholesale Network Costs 1 

The table below shows the realignment of RTS Network Rates to recover forecast wholesale Network costs 2 

 3 

 4 
 5 

RTSR: Adjustment to Recover Current Wholesale Connection Costs 6 

The table below shows the realignment of RTS Network Rates to recover forecast wholesale Connection costs 7 

 8 

 9 
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RTSR: Proposed 2017 RTS Rates 1 

Below are the calculated Retails Transmission Service Rates that have been calculated using the RTSR model embedded within the 2018 IRM Rate 2 

Generator Model.  These 2018 RTSR Network and Connection rates have been incorporated in the proposed 2018 rates as per worksheet 19. 3 

“Final Tariff Schedule” also within the 2018 Rate Generator Model. 4 

 5 

 6 

The rate model reflects the most recent uniform transmission rates (“UTRs) approved by the OEB (EB-2015-0311) issued on January 14, 2016. The 7 

Applicant acknowledges that OEB staff will adjust Wellington North Power Inc.’s 2018 RTSRs when the 2017-2018 UTRs have been determined and 8 

approved32 as per the “Filing Requirements”33
 9 

                                                           
32

 2017-18 Transmission Cost of Service Application by Hydro One Networks Inc. – EB-2016-0160 
33

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications – Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 
3.2.4 pages 8 - 9 
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Revenue to Cost – GDP Implicit Price Index (IPI) 1 

For the purposes of preparing the 2018 rate application, the Board expects WNP to use a 2 

proxy for the price cap adjustment.  In the 2018 Rate Generator model worksheet 16. 3 

“Rev2Cost_GDPIPI” the Price Cap Index is calculated.  In this model, for Wellington North 4 

Power Inc., the default Price Cap Index of 1.45% and this has been calculated by the following 5 

variables: 6 

 A Price Escalator of 1.90%; 7 

 A Productivity factor of 0.00%;  8 

 A Stretch Factor of 0.45%.  9 

WNP has selected Stretch Factor Group “IV” which produces an Associated Stretch 10 

Factor Value of 0.45%. WNP is in Group IV as per table 5: “Stretch Factor Assignments 11 

by Group” on page 26 of the PEG Benchmarking Report, “Empirical Research in 12 

Support of Incentive Rate-Setting: 2016 Benchmarking Update – July 2017”) 13 

 14 

The Applicant acknowledges that: 15 

 Board staff will update WNP’s 2018 Rate Generator model with the 2018 Price Cap 16 

parameters once they are available (as noted on pages 5 and 6 of the “Filing 17 

Requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate 18 

Applications- Chapter 3 Incentive Rate-Setting Application” (the “Filing Requirements”) 19 

issued July 20th 2017; and 20 

 The annual adjustment mechanism will apply to distribution rates (fixed and variable 21 

charges) uniformly across all customer rate classes. 22 

  23 
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Revenue to Cost and Rate Design Transition 1 

The extract below, taken from the Rate Generator model worksheet 16. “Rev2Cost_GDPIPI” 2 

shows: 3 

 The Stretch Factor Group selected by WNP and the resulting Price Cap Index; and 4 

 The required information for the “Rate Design Transition” for  Residential customers as 5 

per Board’s policy, “A New Distribution Rate Design for Residential Electricity Customers” 6 

(EB-2014-0210).  7 

 8 

 9 

Rate Design Transition  10 

WNP commenced transitioning its Residential customers to a fully fixed monthly distribution 11 

service charge in its 2016 Cost of Service rate application (EB-2015-0110). Through this 2018 12 

rate application, the Applicant continues to progress to meet this objective over the four year 13 

period.  14 

 15 

As per above, if this application is approved by the OEB, the fixed /variable ratio for 16 

Residential customers will shift from 79.4% / 20.6% to 89.7% / 10.3%. 17 
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Regulatory Charges 1 

The extract below summarizes the Regulatory Charges that have been included in WNP’s 2018 2 

rate application with these charges being incorporated in the Applicant’s proposed 2018 Tariff 3 

of Rates and Charges 4 

 5 

WNP confirms the Debt Retirement Charge shown above and as pre-populated in the 218 IRM 6 

Rate Generator model is the amount charged and recovered by the LDC. 7 

  8 
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Additional Charges 1 

In the 2018 Capital Module model, in worksheet “12. Opt 1-Rate Rider Calc F &V”, WNP has 2 

elected “Fixed and Variable Rate Riders” for all customer rate classes, except Residential. For 3 

Residential customers, the Rate-Rider is set at “Fixed” as per sections 3.2.3 and 3.3.2.1 of the 4 

“Filing Requirements.”34  The resulting Rate Riders for each customer rate class as calculated 5 

in the ACM are: 6 

2018 ACM Rate Riders 7 

 8 

 9 

The above Rate Riders have been added into the 2018 Rate Generator model in worksheet 10 

“18. Additional Rates” so they are included in the proposed Tariff of Rates and Charges. WNP 11 

is proposing the Rate Riders are effective from May 1, 2018 and are in effect until the effective 12 

date of the next cost of service-based rate order (May 1, 2021). WNP proposes the Rate Rider 13 

is named as “Rate Rider for Recovery of Advanced Capital Module (2018) – in effect until the 14 

effective date of the next cost of service-based rate order.” 15 

  16 

                                                           
34

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.3 pages 7-8 and Section 3.3.2.1 page 21 
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Allowances and Specific Service Charges 1 

WNP is not requesting any changes to Allowances or Specific Service Charges to those 2 

approved in the Applicant’s 2016 Cost of Service rate application (EB-2015-0110): 3 

 4 

  5 
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Allowances and Specific Service Charges / continued 1 

 2 

 3 
  4 
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Appendix E: 2018 Advanced Capital Module (ACM) Model 1 

 2 

WNP has submitted an ACM (Advanced Capital Module) model with this IRM application. The 3 

ACM relates to 2018 capital expenditure to replace one of WNP’s existing municipal 4 

substations (MS3) with a new 44kV 5MVA substation. 5 

 6 

WNP filed its 5-year Distribution System Plan (DSP) as a component of its 2016 Cost of Service 7 

rate application (EB-2015-0110)35. The DSP plan included capital investments planned for the 8 

5-years of 2016 through to 2020 inclusive with 2018 seeing the replacement of MS3 9 

substation36. In its Decision and Rate Order for WNP’ 2016 Cost of Service application (EB-10 

2015-0110), the Board approved the ACM and noted that “the review and approval process of 11 

the costs and for the establishment of the rate riders intended to recover approved project 12 

costs will be part of the Price Cap IR application process”.  13 

 14 

WNP is planning to replace MS3 substation in 2018, hence the inclusion of the 2018 ACM 15 

model filed with this IRM application. 16 

 17 

The Applicant has completed the ACM model as issued by the OEB (August 3, 2017, version 18 

4.0) adhering to the Ontario Energy Board’s “Filing Requirements”37 and below are details 19 

taken from this model. 20 

  21 

                                                           
35

 Wellington North Power Inc. 2016 Cost of Service application (EB-2015-0110), Exhibit 2, Appendix 2A 
36

 Wellington North Power Inc. 2016 Cost of Service application (EB-2015-0110), Exhibit 2, Appendix 2A, section 
5.4.5.3.2 MS3 Substation re-build (2018) – Advanced Capital Module, page 216-226  
37

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017 
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2018 ACM Information Sheet 1 

The Applicant has completed the ACM model as issued by the OEB and has updated the 2 

required cells in the “1. Information Sheet” as per below: 3 

 4 

  5 
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Threshold Test 1 

The extract below, taken from the ACM model worksheet “9. Threshold Test”, shows the 2 

Threshold Capital Expenditure for each Price Cap IR Year using the Rate Base, Price Cap Index, 3 

2016 Board-Approved Distribution Revenues and 2015 Actual Distribution Revenue inputs 4 

derived from earlier worksheets in this model: 5 

 6 
7 
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Proposed ACM Project 1 

The extract below, taken from the ACM model worksheet “10b. Proposed ACM ICM Projects” 2 

lists the MS3 substation project planned for 2018 and shows the Maximum Eligible 3 

Incremental Capital amount: 4 

 5 

  6 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 87 of 104 

 

Incremental Capital Adjustment 1 

The extract below, taken from the ACM model worksheet “11. Incremental Capital Adj” 2 

calculates the incremental revenue required (i.e. the revenue required to finance the project 3 

that is not being recovered Board-Approved distribution revenues): 4 

 5 

  6 
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ACM Rate Riders 1 

WNP has elected Fixed and Variable Rate Riders for all customer rate classes, except 2 

Residential. For Residential customers, the Rate-Rider is set at Fixed as per sections 3.2.3 and 3 

3.3.2.1 of the “Filing Requirements.”38  The resulting Rate Riders for each customer rate class 4 

as calculated in the ACM worksheet “12.Opt 1-Rate Rider Calc F&V” as summarized below: 5 

 6 

  7 

                                                           
38

 “OEB Filing requirements for Electricity Distribution Rate Applications – 2017 Edition for 2018 Rate Applications 
– Chapter 3 Rate-Setting Applications”, July 20, 2017, Section 3.2.3 pages 7-8 and Section 3.3.2.1 page 21 
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Appendix F: Settlement Process with IESO 1 

Below is an overview of Wellington North Power Inc.’s (WNP) settlement process 2 

demonstrating the methodology used in calculating data that is submitted to the Independent 3 

Electricity System Operator (IESO): 4 

 5 

Timeline 6 

IESO monthly settlement is to be submitted by the 4th business day after the calendar month-7 

end for the month prior (i.e. January settlement reflecting January’s consumption is submitted 8 

by the 4th business day in February). 9 

 10 

Global Adjustment (GA) 11 

WNP uses the 1st estimate for billing customers for all rate classes. Timely billing and cash-12 

flow is the driver for using 1st estimate. 13 

 14 

Consumption Submission 15 

WNP uses a spreadsheet model that incorporates wholesale consumption and customer 16 

billing statistics consumption to estimate monthly splits for Regulated Price Plan (RPP) and 17 

non-RPP categories. 18 

 19 

Below is a summary of the methodology applied: 20 

 21 

Wholesale kWh consumption – from 3rd party settlement service provider 22 

Less: Non-RPP kWh – Retailer customers (using monthly billing stats) 23 

Less: Street Lights (due to being billed on Spot pricing – i.e. non RPP) 24 

Add: MicroFIT and FIT generation consumption 25 

= Net System Load Shape (NSLS) – this represents the RPP kWh consumption 26 

 27 

IESO Settlement of RPP kWh – market price 28 

The NSLS (estimated RPP kWh) are split between: 29 

a) Time of Use billed (On-, Off- and Mid-Peak rates) and 30 

b) Tier 1 and Tier 2 block rates 31 

The split is based on the most current month RPP billing stats split as a proxy.  32 

For each RPP category the associated RPP pricing less a monthly weighted average price is 33 

used to derive RPP settlement amounts with the IESO.  34 

 35 

True-Up Process 36 

Once the IESO publishes the Final GA rate for the month (typically the 14th day after the 37 

consumption month), WNP updates the spreadsheet model with this rate. The model 38 
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calculates the monetary variance between the billed 1st GA Estimate and the Actual GA rate 1 

on the kWh consumption submitted to the IESO on/before 4th business day. Any monetary 2 

variance is applied to next month’s IESO submission. 3 

 4 

When the IESO invoice is received, based on the division of the RPP consumption from non-5 

RPP consumption, the GA invoice amount is either allocated to the cost of power or GA. 6 

Having the final GA values on the IESO invoice also enables the calculation of variances from 7 

the information submitted in the 1598 filing.  This information is then submitted as part of the 8 

1598 filing to the IESO the following month. 9 

 10 

WNP does not serve any Class A customers.  Therefore no custom allocation for recovery of 11 

the GA variance balance is required 12 

 13 

 14 

Embedded Generation 15 

The settlement with the IESO relating to embedded generation (FIT and MicroFIT) is 16 

performed on the contract price versus TOU On- and Off-Peak rate on a monthly basis. 17 

  18 
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Appendix G: 2017 Board Approved Rates - Decision and Rate 1 

Order (EB-2016-0111) 2 

 3 

 4 

  5 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 92 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 93 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 94 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 95 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 96 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 97 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 98 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 99 of 104 

 
 1 

 2 

  3 



Wellington North Power Inc. 
OEB File No: EB-2017-0082 

IRM Rate Application – Price Cap Index 
Page 100 of 104 

 

Appendix H: ACM Approval - 2016 Cost of Service Decision & 1 

Rate Order (EB-2015-0110) 2 

 3 

 4 
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