
Westario Power Inc.  2018 Cost of Service  
EB-2017-0084  Exhibit 5 - Cost of Capital 

Exhibit 6 - Revenue Requirement 
Exhibit 7 – Cost Allocation 

Exhibit 8 – Rate Design 
  Response to IR 
    March 19, 2018 

 
 

1 
 
 

Contents 
Contents .......................................................................................................................... 1 

Exhibit 5 – Cost of Capital .............................................................................................. 3 

5-Staff-76 ........................................................................................................................ 3 

Exhibit 5 – Cost of Capital (VECC) ................................................................................ 4 

5.0-VECC-34 .................................................................................................................. 4 

5.0-VECC-35 .................................................................................................................. 5 

5.0-VECC-36 .................................................................................................................. 6 

Exhibit 5 – Cost of Capital (SEC) .................................................................................. 7 

5-SEC-35......................................................................................................................... 7 

5-SEC-36......................................................................................................................... 8 

Exhibit 7 – Cost Allocation (OEB STAFF) .................................................................... 9 

7-Staff-77 ........................................................................................................................ 9 

7-Staff-78 ...................................................................................................................... 11 

7-Staff-79 ...................................................................................................................... 12 

7-Staff-80 ...................................................................................................................... 13 

7-Staff-81 ...................................................................................................................... 14 

7-Staff-82 ...................................................................................................................... 15 

Exhibit 7 – Cost Allocation (SEC) ................................................................................ 16 

7-SEC-37....................................................................................................................... 16 

Exhibit 7 – Cost Allocation (VECC) ............................................................................. 17 

7.0 – VECC –37 ............................................................................................................ 17 

7.0 – VECC –38 ............................................................................................................ 18 

Exhibit 7 – Cost Allocation (ENERGY PROBE) ........................................................ 19 

Exhibit 8 – Rate Design (OEB STAFF) ....................................................................... 20 

8-Staff-83 ...................................................................................................................... 20 

8-Staff-84 ...................................................................................................................... 21 

8-Staff-85 ...................................................................................................................... 22 

Exhibit 8 – Rate Design (SECC) .................................................................................. 24 

Exhibit 8 – Rate Design (VECC) .................................................................................. 25 



Westario Power Inc.  2018 Cost of Service  
EB-2017-0084  Exhibit 5 - Cost of Capital 

Exhibit 6 - Revenue Requirement 
Exhibit 7 – Cost Allocation 

Exhibit 8 – Rate Design 
  Response to IR 
    March 19, 2018 

 
 

2 
 
 

8.0 –VECC - 39............................................................................................................. 25 

8.0 –VECC - 40............................................................................................................. 26 

8.0 –VECC - 41............................................................................................................. 27 

8.0 –VECC - 42............................................................................................................. 28 

Appendix N – Financing Agreement for Bank Swaps.................................................. 29 

 
  



Westario Power Inc.  2018 Cost of Service  
EB-2017-0084  Exhibit 5 - Cost of Capital 

Exhibit 6 - Revenue Requirement 
Exhibit 7 – Cost Allocation 

Exhibit 8 – Rate Design 
  Response to IR 
    March 19, 2018 

 
 

3 
 
 

Response to Interrogatories 
2018 Cost of Service Rate Application 

WPI Inc. (“WPI,” “WPI”) 
EB-2017-0084 

 

Exhibit 5 – Cost of Capital 
5-Staff-76  
Ref: Exhibit 5, pages 5, 10 

Chapter 2 Appendix 2-OA 
Chapter 2 Appendix 2-OB 

 Cost of Capital Parameter updates for 2018 Cost of Service Incentive 
Rate-setting Applications, November 23, 2017 

Please update the cost of capital calculation for the cost of capital parameters for 
short-term debt and return on equity to be consistent with the current letter 
issued by the OEB on November 23, 2017, and update the long-term debt rate to 
reflect the weighted average cost of debt instruments calculated in Chapter 2 
Appendix 2-OB. 

 
WPI Response: 
 
WPI has updated all models and calculations to reflect the November 23, 2017, 
Cost of Capital Parameter updates.  
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Exhibit 5 – Cost of Capital (VECC) 
 

5.0-VECC-34  
 Reference: Exhibit 5, page 6 
 

a) Please update Table 2 (Appendix 2-OA) with the Board’s most 
recent cost of capital values (November 23, 2017). 

 
WPI Response: 
 
a) WPI has updated all models and calculations to reflect the November 23, 

2017, Cost of Capital Parameter updates   
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5.0-VECC-35  
 Reference: Exhibit 5, page 10. 
 

a) In 2017 WPI negotiated a loan at 4.47%.  In 2018 it forecast a 
similar 15 year loan at a rate of 3.72%. Yet since 2017 the prime 
lending rate has increased.  Please explain why the loan negotiated 
in 2017 was at a higher rate than that projected to be negotiated in 
2018 notwithstanding the upward trend in interest rates. 

b) The current Infrastructure Ontario lending rates for a 15 year (serial 
or amortizer) loan is approximately 3.62% 
(http://www.infrastructureontario.ca/Templates/RateForm.aspx?ekfr
m=2147483942&langtype=1033&sector=ldc) 
Please explain why WPI has not availed itself to these lower cost 
loans. 
 
 

WPI Response: 
 
a) The 4.47% is based on a consolidation of previous swaps with a new 

swap, the actual rate for the new swap was approx. 2.9%. The 3.72% was 
based on an indicative rate based on the upward trend in interest rates 

 
b) Westario has obtained the best rates possible from its current financial 

institution, and the rates were lower than IS Ontario. The rate obtained In 
January 2018 was 3.605. (2.605% plus a 1% stamping fee) 

  

http://www.infrastructureontario.ca/Templates/RateForm.aspx?ekfrm=2147483942&langtype=1033&sector=ldc
http://www.infrastructureontario.ca/Templates/RateForm.aspx?ekfrm=2147483942&langtype=1033&sector=ldc
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5.0-VECC-36  
Reference: Exhibit 5, page 6, 10 
 
a) Please explain why the long-term debt costs for 2018 in Table 2 

(Appendix 2-OA) of 3.72% do not match the results of Table 3 
(Appendix 2-OB) of 4.29%? 

WPI Response: 
 
a) The Cost of Capital calculations should have used the weighted average 

rate of its actual debt instruments (i.e. 4.29% originally and 4.46% as 
updated to reflect actual debt for 2018). This error has been corrected in 
the evidence submitted with these responses. 
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Exhibit 5 – Cost of Capital (SEC) 
 
 

5-SEC-35  
[Ex.5, p.10] Please confirm the Applicant is forecasting a test year long-term debt 
rate of 4.29% but seeking approval for a long-term debt rate of 3.59%.  
 

WPI Response: 
 
a) Please see response to 5.0-VECC-36  
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5-SEC-36  
[Ex.5, p.10] Please provide a copy of all of the Applicant’s third-party debt 
instruments.  
 

WPI Response: 
 
a) The promissory notes related to the shareholder’s debt was filed in Exhibit 

5 of the application and the financing agreements for the bank swaps are 
presented at Appendix N of this document. 
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Exhibit 7 – Cost Allocation (OEB STAFF) 
7-Staff-77  
Ref: Exhibit 7, page 6 

Cost Allocation Model, Sheet I5.2 – Weighting Factors 
2013 Settlement Cost Allocation Model, February 15 2013, Sheet I5.2 
– Weighting Factors 

WPI states that “its weighting factors have not changed since its last cost of 
service.” However, the values are different in each source. 

Weighting Factor for 
Services 

Residential GS < 
50 

GS > 50 
to 4999 

kW 

Street 
Light Sentinel 

Unmetered 
Scattered 

Load 
2013 Cost Allocation 
Model 1.000 1.462 6.463 0.423 0.635 0.949 

2018 Cost Allocation 
Model 1.000 1.400 4.300 0.400 0.700 

0.070 0.900 

Exhibit 7 Evidence 1.000 1.400 4.300 0.400 0.070 0.900 
        
Weighting Factor for Billing and Collecting     
2013 Cost Allocation 
Model 1.000 1.000 5.570 3.150 0.570 0.570 

2018 Cost Allocation 
Model 1.000 1.000 1.000 

4.300 
1.000 
2.100 

1.000 
0.800 1.000 

Exhibit 7 Evidence 1.000 1.000 4.300 2.100 0.800 1.100 

a) Please indicate the weighting factors WPI proposes to use. 
b) If the weighting factors proposed are different from the cost allocation 

model, please update the model to reflect the proposed values. 
c) Please provide a derivation of the proposed values. 

 
 
WPI Response: 
 
a) WPI has updated the Cost Allocation model file along with these 

responses to reflect revised weighting factors at part c).  
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b) WPI notes that the table above is incorrect in that the 2018 Cost Allocation 
model reflect the evidence at Exhibit 7. 

 
c) WPI has calculated its weighting factors based on 2017 data below. The 

Cost Allocation Model has been updated to reflect these calculations. 
 

Accounts 5305 - 5340          

 Res. GS < 50 GS > 50 Street  
Lighting 

Sentinel 
Lighting USL 

Total 
Annual 

Cost 
 Acct 

# of Connections 20,269 2,546 234 6,244 8 57 29,358   
          
Utilismart 55,710 6,998 98,862 3,811 0 3 165,385  5310 
Utiliassist 33,151 4,164 - - - - 37,315  5310 
Bad Debt 51,131 5,010 9,514 - - - 65,655  5335 
Collection Charges 33,254 3,259 6,187 - - - 42,700  5330 
5315 - Customer Billing 285,368 35,845 3,294 87,909 113 803 413,332  5315 
5320 - Collecting 223,193 24,768 23,224 32,310 41 295 303,832  5320 
          
Total 508,561 60,613 26,519 120,220 154 1,097 717,164   
          
Cost Per Connection 25 24 113 19 19 19    
          
Weighting (Residential set as standard) 1.00 0.95 4.52 0.77 0.77 0.77    

 
Accounts 1855          

 Res. GS < 50 GS > 50 Street  
Lighting 

Sentinel 
Lighting USL 

Total 
Annual 

Cost 
 Acct 

# of Connections 142 20 5 20 - - 187   
          
Utilismart 177,500 128,000 170,000 3,000 - - 478,500  1855 
          
Total - - - - - - -   
          
Cost Per Connection 1,250 6,400 34,000 150 - -    
          
Weighting (Residential set as standard) 1.00 5.12 27.20 0.12 - -    
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7-Staff-78  
Ref: Cost Allocation Model, Sheet I6.2 – Customer Data 

WPI has populated 20,786 customers for primary customer base, line 
transformer customer base, and secondary customer base for GS < 50 and GS > 
50 – Regular rate classes. This is the number of residential customers. 

a) Please revise to be consistent with the load forecast and being mindful of 
GS > 50 customers who own their transformer. 

 
WPI Response: 
 
a) The model filed along with these responses has been updated to correct 

the errors in question.  
  



Westario Power Inc.  2018 Cost of Service  
EB-2017-0084  Exhibit 5 - Cost of Capital 

Exhibit 6 - Revenue Requirement 
Exhibit 7 – Cost Allocation 

Exhibit 8 – Rate Design 
  Response to IR 
    March 19, 2018 

 
 

12 
 
 

7-Staff-79  
Ref: Cost Allocation Model, Sheet I6.2 – Sheet I6.1 Revenue / Sheet I8 
Demand Data 

On sheet I8, all GS > 50 demand is included in the Line Transformer and 
Secondary NCP values. However, on sheet I6.1 Revenue, 165MW out of a total 
434MW are of billing demand is subject to a Transformer Ownership Allowance 
(TOA). Please correct the inconsistency. 

 
WPI Response: 
 

a) The model filed along with these responses has been updated to correct 
the errors in question.  
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7-Staff-80  
Ref: Update of Demand Data, Tab: Revised Inputs to CA model, Tab: 

Hourly Load Shapes by class 

The 1 NCP on the Tab: Revised Input to CA model references the January NCP 
on the Tab: Hourly load shapes by class. As a result, the highest peak in each 
class is not necessarily selected. 

a) Please revise the formula to choose the maximum of the 12 monthly 
peaks. 

b) Please incorporate the revised 1NCP into the CA model. 

 
WPI Response: 
 
b) The model filed along with these responses has been updated to correct 

the errors in question.  
 
c) The model filed along with these responses has been updated to correct 

the errors in question.  
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7-Staff-81  
LDCs are expected to communicate with their street lighting customers. Has WPI 
communicated the rate impacts of its current application with all of its street 
lighting customers? 

 
WPI Response: 
 
Yes, WPI’s street lighting customers are essentially the shareholder 
(municipality) of each town WPI services.  All shareholders have representation 
on WPI’s Board of Directors. They have all been advised of the bill rate impacts.   
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7-Staff-82  
Ref: Cost Allocation Model, Tab 01 Revenue to cost|RR 

Revenue Requirement Work Form, Tab 11. Cost_Allocation 
Exhibit 7, Page 16, Table 9 

Exhibit 7, Table 9 does not match the results of the Cost Allocation model for 
rows 40 and 19. The Revenue Requirement Work Form (RRWF) Tab 11. Cost 
Allocation, table B), column (7E) does not match the results from the Cost 
Allocation model, Tab O1 Revenue Requirement, row 19. Please reconcile or 
correct. 

 
WPI Response: 

a) The model filed along with these responses has been updated to correct 
the errors in question.  
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Exhibit 7 – Cost Allocation (SEC) 
 

7-SEC-37  
[Ex.7, p.5,7] With respect to weighting factors: 
 

a. Please provide a detailed basis for choosing a weighting factor of 4.3 for 
GS>50 for both service and billing and collecting.  

b. Does the Applicant believe that its costs for these activities for GS>50 
customers as compared to residential or GS<50 customers are materially 
different than other distributors. If so, please explain.  

 
WPI Response: 
 

a) Please see analysis provided in response to 7-Staff-77 
 

b) WPI has revised its weighting factors to reflect the analysis shown in 
response to 7-Staff-77.  
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Exhibit 7 – Cost Allocation (VECC) 
 

7.0 – VECC –37  
 Reference: Exhibit 7, page 12 
    Cost Allocation Excel Model, Tabs I6.2 and I7.2 
 

a) With respect to Tab I6.2, please explain why the secondary 
customer base for Street Lighting is 11and not 6193. 

b) .With respect to Tab I7.2, why is the customer count for GS>50 206 
when in Tab I6.2 it is 207? 

c) For all classes except for Street Light, please explain how the 
number of bills (Tab I6.2) were determined. 

 
WPI Response: 
 
a) The model filed along with these responses has been updated to correct 

the errors in question.  
 
b) The model filed along with these responses has been updated to correct 

the errors in question.  
 

c) WPI uses the number of customers multiplied by 12 months. 
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7.0 – VECC –38  
 Reference: Exhibit 7, pages 19 & 21 
 

a) Please explain why the R/C ratio for GS>50 was only increased to 
89.86% while the ratio for Sentinel was increased to 95%. 

 
WPI Response: 
 
a) Most of the adjustments related to revenue to cost ratios are done 

considering the bill impacts for each class. WPI notes that using 
percentage only can be misleading as revenue associated with Sentinel 
Lights is approximately $1000/year while GS>50 is 1.6M.   

 
  



Westario Power Inc.  2018 Cost of Service  
EB-2017-0084  Exhibit 5 - Cost of Capital 

Exhibit 6 - Revenue Requirement 
Exhibit 7 – Cost Allocation 

Exhibit 8 – Rate Design 
  Response to IR 
    March 19, 2018 

 
 

19 
 
 

Exhibit 7 – Cost Allocation (ENERGY PROBE) 
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Exhibit 8 – Rate Design (OEB STAFF) 
8-Staff-83 
Ref: Exhibit 8, Page 7, Table 4 

Revenue Requirement Work Form, Tab 12. Res_Rate_Design 
EB-2016-0113, IRM RateGen Model, Tab Rev2Cost_GDPIPI 

In WPI’s last rate application, it computed 2017 residential rates based on three 
years remaining in the transition to fully fixed rates (in 2019). In the current 
application, WPI calculates 2018 rates also based on three years remaining to 
fully fixed rates (in 2020). 

Please explain why WPI has not selected two years remaining for this 
application. 

 
WPI Response: 
 
3 years was selected as a rate mitigation measure to bring the low-volume 
consumers below the 10% threshold.  
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8-Staff-84  
Ref: Exhibit 8, Page 11, Table 7 

Exhibit 8, Page 29, Table 17 
Revenue Requirement Work Form, Tab 13. Res_Rate_Design 

The volumetric rate for the Sentinel Light rate class is $36.105777 in the RRWF, 
and $37.0919 on Tables 7 and 17. The Street Light volumetric Rate is $4.012046 
in the RRWF, and $4.1216 on tables 7 and 17. 

a) Please ensure that the number of decimal places selected matches the 
number of digits used to bill customers. 

b) Please confirm which rates are appropriate and ensure that updates are 
made as appropriate to reflect the correct charge. 

 
WPI Response: 
 
a) The model filed along with these responses has been updated to correct 

the errors in question.  
 
b) WPI confirms that the rates to be used can be found at Tab13 Rate 

Design. 
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8-Staff-85  
Ref: Exhibit 8, pages 24-25 

Exhibit 3, Table 2, page 8 
EB-2012-0176, Decision and Order, Appendix M 

WPI set its current Low Voltage rates in its last cost of service application based 
on $775,000 of low voltage charges. The current application is to recover 
$1,259,000 of low voltage charges. The 2018 volumes used do not match the 
2018 load forecast provided in Exhibit 3. 

a) Please review the load forecast used to calculate the proposed Low 
Voltage charges. 

b) Please provide the Low Voltage charges paid to Hydro One in each year 
since the approved 2013 and details on how they are calculated. 

 
WPI Response: 
 
a) The LV Charges presented below have been updated to correct the errors 

in question.  
Low Voltage Charges - Historical and Proposed LV Charges 

 
        

           
       2013 2014 2015 2016 2017  

                   
4075-Billed - LV       $644,641  $745,456  $720,110  $711,571  $691,460  
4750-Charges - LV       $1,019,951  $1,023,217  $1,309,755  $1,207,507  $1,258,631   

  
 
         

Low Voltage Charges - Allocation of LV Charges based on Transmission Connection Revenues     
          
          
 ALLOCATON BASED ON TRANSMISSION-CONNECTION REVENUE    

Customer Class Name   RTSR 
Rate 

Uplifted 
Volumes Revenue % Alloc 

   
Residential kWh $0.0047 194,634,466 $905,323 46.81%    
General Service < 50 kW kWh $0.0042 65,705,259 $278,455 14.40%    
General Service > 50 to 4999 kW kW $1.6800 440,687 $740,347 38.28%    
Unmetered Scattered Load kWh $0.0042 277,658 $1,177 0.06%    
Sentinel Lighting kW $1.3271 17 $23 0.00%    
Street Lighting kW $1.2966 6,846 $8,877 0.46%    
TOTAL    261,064,936 $1,934,201 100.00%    
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Low Voltage Charges Rate Rider Calculations        

 
 

         

 
         

 PROPOSED LOW VOLTAGE CHARGES & RATES   

Customer Class Name  % Allocation   Charges   Non-Uplifted 
Volumes   Rate   per  

  
Residential 46.81% 589,115 181,901,370 $0.0032  kWh   
General Service < 50 kW 14.40% 181,197 61,406,784 $0.0030  kWh   
General Service > 50 to 4999 kW 38.28% 481,761 161,831,046 $0.0030  kW   
Unmetered Scattered Load 0.06% 766 259,493 $0.0030  kWh   
Sentinel Lighting 0.00% 15 13,622 $0.0011  kW   
Street Lighting 0.46% 5,776 2,196,082 $0.0026  kW   

TOTAL 100.00% 1,258,631 407,608,401       
  

        

Low Voltage Charges to be added to power supply expense for bridge and test year.     
(volumes are not loss adjusted)          

          
Customer   Revenue Expense 2017 2018 
Class Name   USA # USA # Volume Rate Amount Volume Rate Amount 
Residential kWh 4075 4750 185,452,373 $0.0018  $333,814 181,901,370 $0.0032  $582,084 
General Service < 50 kW kWh 4075 4750 65,124,517 $0.0016  $104,199 61,406,784 $0.0030  $184,220 
General Service > 50 to 4999 kW kW 4075 4750 443,482 $0.6184  $274,250 161,831,046 $0.0030  $485,493 
Unmetered Scattered Load kWh 4075 4750 264,389 $0.0016  $423 259,493 $0.0030  $778 
Sentinel Lighting kW 4075 4750 17 $0.4888  $8 13,622 $0.0011  $15 
Street Lighting kW 4075 4750 6,846 $0.4773  $3,268 2,196,082 $0.0026  $5,710 
TOTAL   0 0 251,291,628   $715,962 407,608,401   $1,258,301 

 
a) See table below 

 
  

     
 

2013 2014 2015 2016 2017 
            
4075-Billed - LV $644,641  $745,456  $720,110  $711,571  $691,460  
4750-Charges - LV $1,019,951  $1,023,217  $1,309,755  $1,207,507  $1,258,631  
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Exhibit 8 – Rate Design (SECC) 
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Exhibit 8 – Rate Design (VECC) 
 

8.0 –VECC - 39  
Reference:  Exhibit 8, pages 8-9 
 
a) Page 8 indicates that the current RTSR for Connection Service are 

over-collecting.  However, the proposed 2018 Connection Service 
rates are higher than the current rates.  Please reconcile. 

 
 

WPI Response: 
 
a) The evidence should have stated the reverse. The RTSR rates which are 

pass-thru charges which are higher than previously. WPI notes that it has 
no control over pass-through rates as they are determined using the OEB 
approved methodology based on UTR rates which are also approved by 
the OEB.  

 
  



Westario Power Inc.  2018 Cost of Service  
EB-2017-0084  Exhibit 5 - Cost of Capital 

Exhibit 6 - Revenue Requirement 
Exhibit 7 – Cost Allocation 

Exhibit 8 – Rate Design 
  Response to IR 
    March 19, 2018 

 
 

26 
 
 

8.0 –VECC - 40  
Reference:  Exhibit 8, pages 24-26  
 
a) Please update Table 15 to include the actual 2017 billed and charged 

amounts for LV Service. 
b) Page 24 states that the 2018 charges were calculated based on the 

2016 charges.  However, the 2018 LV charge used in the rate 
derivation does not equal the 2016 actual charge – please reconcile. 

 
WPI Response: 
 
a) Please see WPI’s response to 8-Staff-85 
 
b) The intend of the evidence in question was to indicate that WPI has used 

2016 as a benchmark for determining 2017 and 2018.  
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8.0 –VECC - 41  
Reference:  Exhibit 8, pages 26-27 
   Chapter 2 Appendices, Appendix 2-R (Loss Factors) 
 
a) Page 26 states that the proposed loss factor is based on five years of 

historical data.  However, in Appendix 2-R the proposed loss factor 
calculation only uses the last 3 historical years.  Please reconcile and 
indicate whether WPI is proposing to use the three or five year 
average. 

 
WPI Response: 
 

a) The evidence and table presented as part of the November application should 
have stated 3 years instead of 5 years. Although the information used is 
relatively stable year over year, the new management in place noticed several 
inconsistencies in treating the load transfers in past years and instead opted 
to use 2014-2016 only. A comparison on both is presented below. 
.  

  5-Year Average 3-Year Average 
      

Losses Within Distributor's System     
"Wholesale" kWh delivered to 
distributor (higher value)       461,982,125                459,344,203  

"Wholesale" kWh delivered to 
distributor (lower value)       446,791,223                444,240,041  

Portion of "Wholesale" kWh delivered 
to distributor for its Large Use 
Customer(s) 

                         -                                      -    

Net "Wholesale" kWh delivered to 
distributor  = A(2) - B       446,791,223                444,240,041  

"Retail" kWh delivered by distributor       430,508,073                428,535,572  
Portion of "Retail" kWh delivered by 
distributor to its Large Use 
Customer(s) 

                         -                                      -    

Net "Retail" kWh delivered by 
distributor = D - E       430,508,073                428,535,572  

Loss Factor in Distributor's system = 
C / F                   1.038                             1.037  

Losses Upstream of Distributor's 
System 

    

Supply Facilities Loss Factor 1.0340 1.0340 
Total Losses     
Total Loss Factor = G x H 1.0731 1.0719 
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8.0 –VECC - 42  
Reference:  Exhibit 8, page 33 
   Exhibit 8, Tariff Schedule and Bill Impact Model 
 
a) The customer class bill impacts set out on page 33 do not match 

those in the Bill Impact Model.  Please reconcile and indicate which 
values are correct. 

WPI Response: 
 
a) The bill impact has been updated to reflect a revised revenue requirement 

and rates.  
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Appendix N – Financing Agreement for Bank Swaps 
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