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ccc-1

Reference

a) Please provide all materials provided to Alectra's Board of Directors and Executive
Leadership Team related to this Application.

b) Please provide any memos issued to staff with respect to preparation of this
Application.

Response:

'I a) Please find attached the following items that were provided to Alectra's Board of Directors

2 and Executive Committee related to this Application:

3 o CCC-1_Attach 1_AFRM Report 3.3, dated February 27,2019

4 . Ccc-'l*Attach 2_AFRM Report 3.4 dated May 17 , 2019

5 . CCC-1 Attach 3_AFRM Report 3.2, dated August 22, 2019

6 o CCC-1_Attach 4_2020 EDR Application_presentation to EC_(2019_01 22)

7 c CCC-1_Attach 5_ DSP and Application Update (2019_02_06)

8 . CCC-1_Attach 6_EC Presentation \2019 _04 _23)

9 b) There are no memos issued to staff regarding the preparation of this Application.



3
EB-2019-0018

Alectra Utililies 2020 EOR Application
Responses lo Consumers Council of Canada lnterrogalorres

Deliveredl Septembe. 13, 2019

ccc-1

ATTACH 3 - AFRM Report 3.2
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Reference

Presentation Day Transcript p. 37

Ms. Butany-DeSouza stated that "ln identifying the M factor investments, the capital
investments were identified based on the priority needs of Alectra Utilities' distribution
system".

a) Please provide, by year, 2020-2015, a list of the M-Factor investments.

b) What projects is Alectra approval for?

c) What are the priority needs of Alectra's distribution system?

d) How were those priority needs determined?

Response:

'l a) Please refer to Altachment 1, M-factor projects by rate zone.

2

3 b) Alectra Utilities is requesting approval for the projects identified in response to parl a) above.

4
5
6 c) The priority needs of Alectra Utilities' distribution system are fully described in Section 5.0 of

7 the DSP (Exhibit 4 Tab'l Schedule 1, Page 2 to Page 9)
o

9 d) The process to delermine the priority investments needs is fully described in Section 5.3.'l of

1 0 the DSP (Exhibit 4 Tab 'l Schedule 'l , Pages 1 40 to Page 160).
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M€ter"ICONt' MeterReoacern€ntlnitiative'East

Rea.LotS!rolv Remediation Ro!.lOrchard' North

' Richlieu or and Treawne Dr

13.8 kvto 27.6 kV on Miiler Ave

0ufterinStS, betwee. M931and A berr

Ce.tralNorth vehicle Repacehenr Step Van5 6310

Central South Vehicl€ ReD acement.Traile6

Fleer 2024 Centrar south vehicle Rella.emenr-vant



\Z

151155 FIeet_202o=Cefi tral S.uth Vehicle Rep aceme.t.Pick up3 0.1
151007 Fleet_2022-West_Vehi. e_Reptaceme.t Tr.itert

Fleet Ealt ?02a vehi. e rep acerent pickup truck 25Oo
150821 Fleet_2024-Cennal South vehicre Reptacehenr v3n 0.1
151166 Fleet 2023- Cenral Norrh Vehic e Reptacement pick ups 0!
150897 Fleei_2022_ C€nt.al North Vehicle nepla.enent pick ups

Fber_2021, Cential North V€hicle Replacement Pick up 95!4 0.1
1508/C Fleet_2o20,Cent.al North Vehicle Repra.ement Va. 5910 01
1507a7 Fleet,2o2l_Cenral s6urh Vehicte Feplacenent. Va. 0.1

Fr€et E:sr 2021Vehice additio. vnn pootvan
15092C FleelEast 2020vehi.le addition- van poolvan

151150lFleet East 2024 Vehi.te reptacement, SUV 0.0
r50953 Fleet_2024_Central North vehicle Replacemot Traiter 11510 0.0
150400 Fleet 2021 Centralsouih Vehicle ReDlacem€nr t.aiter
L50a9t Freet,2022,CentrarNorthVehicle Replace(snt Car
150443 Feei,2022 Certral NorthvehicleRepaceme.r SUVs 0.0
1507a6 Fleet_2O20_Central South Vehicle Replacement-SUV 0.0
150343 Flee!_2023_CentralSouthVehicleAep&eme.r aocar
150794 Fleet 2023 ce.tralSouth vehic e Repl&.ment- &rowboa.d 0.0
151132 MsTranslormer& HVswitch8ear Replacem.nt (ACA)Munden Ms35 T1& Hvl a2
15112a MSlransformer& NVSwit hsear Replacehent (ACA)We5rern MS35 T1& HV1 a1
150323 Station switc h8ear Re p acemen i IACA ) Broor Ms3aLVl
150097 Markham TSP2 Lin€ Protectjons and BMr Upgr.de . (0u.10 Rep a.ement 0.5
150507 ss 2019-Srarion LED Lighting LJpgr.dei cENTRAL 0o
150606 SS.2019'Station L€D LiChting Upsrades -EAST oo 0.0
r50519 SS-2019.Up8r.de to Station Facilities (EuildinE/ Civii work) M ultiYearEAST o.t
l5la7 2 Vau8han TS3.Station service Tra.sfer UpArade 01
150478 lY TSl Bus & Main Breaker P.orectiont Reptacement OL
150612 SS.2019-0riv€way Paving- Various Stations .tiarive.Wesr 00
r90610 SS 2019 Driveway Pavin8- Variou5 Stationr,Lntiative.CENTRAL 00

SS 201g-Drileway Pavine Variou! Stationt, nriti.tive EAST

150608 55.2019-Siario. LEO LishtinE uparadee -w€sT 0.0
151212 GLIELPH SS D.ivewav Paving rtiaitiv€
151209 G!ELPH. SS Srarion tED LiEhti.aUpArade,
15033? Residential solar storate 0.8 o8 0.8
!54t47 Net 2ero Ene.gy Emissions 0.3 03 03 03 0.3
101393 Redurdant Fibre Path to Aurora MSr4 S!b.Station 0.5
150785 New W iMAx Commu nicationt 5W tem . Wes t
150073 VaughanIStl Eusoitferenria &OvercurentP.otectionrUpA.ades 0.3 0.2

New W iMAx Comhu.ication Network -cenra south
150070lMa rram Islrl BJt 0 re'e.tidl& ovel rrer t oroterrior lrpgradp. o.2 0.1

MaikhamTSl3Bu! 0ifferenti6l & OvercurentProtections UpB16des

Markham TSS2Bus Dilf€rential & Over.urenrProtections UpSrades
Markham T91T1/T2 '8" Overcure nt ProEcrions and HMtUpsrade o2 o2

150074 Vauthan ISr2 Bu5 0ifferenti.land Overcu(ent Prore.tions Up8rade o.3
150)7? New WiMAX Comm unicatiofu System cenrratNorth 0.3
150044 Markham TSr2T1/T2'3' Diflerentia Prote.tions tiperade 0.1
150095 Vauttun IStl TlI2 '3" Oifierenria Proteciions Up8.ade OL
1soo89 Mark ha m Isr3 I1^2 "B ', oilte renriat Protec tions u mr:de 01 01
150512 55-2019-hsrarrarionolswrvideo5ecu.itysysremtnti.rive.r4Ms5tarion5peryear cENTRA!
150511 Ss-2ol9-lnrlalbtion otSWlVideo security system tnriarive 4 MSltations pervear WEST a2
101003 Richmo.d !illTSa2Upgrade Bu5, Line & Transforrer Protections
151245 CUELPH. Capacitoi aank lnrr.tt.tiont
150125 Aurora MS6 (AMS6)I.anstorm€r and g!s Prote.iion UpSrad€ 0.1
151022 NewThree Sector WiMAx Node M5305
150096 TSt2 T1r2 "B oitferential Protecrions Upsrade
150235 Gieenwood ExpansionStltiongtui.e5uppy Backup
150257 C.be Replaceme.r (V15).Jardin D.
150254 c.ble Replacemehi (AO2). Steple.h.seAve 2.9
L5L14L 2.7
150262 Cabe Replacement. (M33) 15rh Avenue and vittate parkway 2.1
150138 Cable Replacement- (8arie) - Cook st and Steet 5t
151143 Shelter Bay Rd. 1.1
150255 Cabie Replacement- (Sarie)-c!.dtes Rd and lanineSt 1.1
151173

151145

151179 Dktibution Cable Rep acemn r - Area ol E.in Mills okwav. and soulh Mi wav 0.5
qq!!9 E€pr.cemenr Proi€cr . (v2.) . La.ssrafi tane, Rurherrord . (eere, v
cabre Repl.cemenr Prole (vl7)- Lanssraft. Keere Ruthertord - Dulfe.in, Vaueha.

151468 Cable ieplacement Projed - (Vs1) Lansjraft. KiptinA Bwy 7. Hwy27, valehan
151469 Cable Replacement Project (F4-c4)-Main -Steete! Chinauacousy.e!e€n, B.amDron 10
151465 1.8
151456 Cabl€ lnjection Proi€ct- (v50)- Hw 7 - (irlinq. Steetes - Hwv 27. vaulhan o9 0.2
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151457 Cable r.jection Projec!- (v25), Major Mackenzie.(eete - Rutherford.lane, V.u8han 09
151458 ,able lniedon Project - (V31). Lan8siatf- westor - Rutherford -rane, Vaushan
151459 cable lnje.tion Projet - 1V24) LanSsrafi. ta.e. Rutherford,(eere, Vaughan 05 07
151460 Cable njection Project- {v17). lansttatf (eele, Rutherfo.d.Dufferin, vauaha. 06

aablelniedionProlect- (vs1).Langstalt Kipli.a,Bwv7.Hwy2T,vauphan
151462 Cable lniection Proiect. (G1)- Hwy 410 Xennedv- Wafleej 

^tai.,6ramlton
01 0.2

151461 Cable lnjetiol Proiect (F4,G4)- Main - Steete,.chin8uacousy-eueen, Brempton
15146.1 Cable lnjection Proje.t. (F3-G3 H3), Pha5e 2, Br.mrro. 05

va!8han Tsl4 Feeder nteSrarion Part3 52 36
15036C 44kV New Feeder €xte.tioh Cenve View Dr 5.6

0!ke MSNew 20 MVA5ub5€rio. 2.O
r01569 New Allisto. lOMVA S! bstario. Indu5t.iat Pa.kwav 0.8 11
151124 Goreway TS Erpansion (ccRA)- 10 YrIrue-Up Pavment 5.6
150371 27.6kV Fede. ExIen!ion Traders 2a
103633 n(allTwo 27.6kVCctton l6thAve from Hwy 404 to woodbineAve 55

n TSt4 Feeder ESiess Part 3

150312 IaLRT_New Stirton F€eder lor TpSSp4and aa52X toad eheddinr
150364 Port Credk Viilage Ea!t New Feede6

nrtall Ooub e cct Pore Line on Maio. Mackenu ie - Hw! 27 to Hu.rinston Rd 31
150343 Barhurrrsveet Wiqenlne
151125 r Cort Recolery A€reement ICCRA) Midhu6r'IS-15th Annive6arvTrue ue 12
150640 05 o.5
100924 lnst.l two additional 27.5 kV ccts oh Hwy 7 from ldne 5i to Weston Rd

150693 03 0.6
101542 New Bairie 2oMvA substation Harvie 08
100909 Rebuild 27,6kVpole li.e lor4 Cct5 on Warden Avefrom M.jor Mack ro Etpin Mi[s 2.2
150357 Min'Or ando MS 27.5kV Land Purchase 2.2
100632 27.6 kVPole Line on 14rh Ave f.om Nwy,Ato gth Line 2.0
150354 Norrh cenrralteedeB c.paciq {cantonTSto Lakeshore/L.ke) re ier

Aurora Ms6 €xpanrion.(Year 1ot 2) D.si6n & Order Equipmenr r.1
15037C 27.6kV New Feede6 Lakeview 0eve opr€nr 19
15036r1 4.akV Feeder txrension York/Me.dowpine 18
15039C Waterdown 3rd Feeder

15111 vansickle TSIrue'up Payment 1.6
142547 rwo Cclso. BirchmountRd from ROWto l4thAve 1.6
100913 Pole Line lnrtellalion Double Ccton Mal'or Mack. Bunrinston Rd to Hwy 50
101035 hrlal a n€w4..tsCNR yard overhed crossinBor thesouth sideofHwvT 1.4
101487 Add oneAdditional 27.6 kV Cct on Major Mack 0r and 9th Ltne 1.3

Build doubleccts 27-5kV pole i.eon 19th Ave between Lenie St.n,j BawiewAve 13
t5a31A 13.AkV Feede. Extension 9rh tine, De(y ro Arsentia 1.7
151233 GUELP H . c.mobe ll TS 36M53 Feeder PriAsE 1 L) 1.2
151234 6UELPH CampbellTS36MS3 Feeder P845E 2

42M69 Fede. Extension William5 Pkwy- Main srto Kennedy Rd 1.1
150353 qEw Expansion oixie WestoH Betterme.r 11
102187 nstall44kv & L3.akv Bryne Drive 11
150353 Tru.cottPlaza voltaEe convertion 4,16. 27.5kv(3secriont)

136M6 Goreway Ts Extensio!5
150679 Alectra Drile ior the Wo*p ace 0.2 0.2 o2 0.2

n5lall2nd 27.5 kv ccr on woodbineAve iromElgi. Mith Rd to l9thAve
15!240 G!ELPH - Southgate 0r to Mattbv RdO/H Extension
151118 NeboTSzT 6kV Tr0e up Payment 0.5
150161 Atpo 88M5 & aAMT HON Purchase 05
100159 Nvd.oOne A55etP!rchate Al iston o5
150576 lprir the !/0 loop on cltwiew B vd into iwotoops 05

GUELPh ATIEN MI5- NEW FEEdET

150422 136M9 Feeder Exte.rion Castlemore Rd,Goreway Orto Mcvean 0. 01
150410 42M55OH Feeder Egress Miesirsausa Rd, Bovaird toCNn 01
150411 42M64Feede. E(enlion Missies:usa Rd, william, Pkwy ro Ouee. / Embteron

cityview micro8rid enhancehent5

52.0 52.1
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Reference

Presentation Day Transcript p. 38

For each year 2020-2025 please provide the level of funding available under the ICM
approach and the M-factor approach.

Response:

The level of funding available under both approaches is the same as the calculation of the

materiality threshold is the same under the ICM and M-factor. The materiality threshold

establishes the level of capital funding that a utility should be expected to absorb within its

funding from base rales outside of a rebasing. The threshold is compared to the total capital

expenditures to determine the maximum eligible incremental capital as provided in Table 4 of

Exhibit 2, Tab 1, Schedule 3. The level of funding available by year is provided in Table 1 below.

Table 1 - M-factor Maximum Eligible lncremental Capital {gMM)

Eligible lncreme ntal Capital
2020 - 2024 DSP Capital Forecast
Less: Materiality Threshold

Maximum M-factor Eligible Capital 52.7 47.1 52.0 56.1 66.3 27 4.3
230.0

280.2

233.1

288.3
236.3

295.8
239.7

309.4

243.1

1,456.5

1,182.2
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EP.3

References: Exhibit 2, Tab 1, Schedule 1, Page 4; Exhibit 2, Tab 1, Schedule 3, page 5

Preamble: (1) "The OEB determined that the ICM is unable to accommodate many of
the investments needed to maintain Alectra Utilities' distribution system. ,/, pafticular,
ICM funding is not available for "typical annual capital programs,'or smaller projects
that do not on their own meet an undefined, secondary materiality threshold. The
cumulative cost for these types of necess ary investnents is significant, and the lack of
funding for such work through rates. is having a material impact on Alectra Utilities,
distribution system." (EB-2017-0024, Decision and Order, April 6,20.18, p. 30.)

(2) "Custom lR is not a rate setting option available to Alectra Utilities during the
rebasing deferral period. Further, the RRF framework was set several yea rs prior to the
update to the MAADS framework and related rate making in that context. However, the
company's evolving capital needs are analogous to those distributors whose capital
programs have been funded through Custom lR frameworks, accepted by the OEB.,,

Question:
a) Does Alectra agree, or not, that the current application seeks approval of a Custom

IRM Plan? Please Discuss.

b) Please explain why Alectra is filing a CIR Plan without rebasing, include the
precedential aspects of this request.

c) ln support of Alectra's position set out at Exhibit 2 Tab 1 Schedule 3 page 6, please
provide the relevant extracts of the Board's guidelines and filing requirements and
precedent decisions.

d) Did Alectra petition the Board following the MMDs decisions to request that it be
allowed to file a CIR Plan without rebasing? Please provide copies of the relevant
documents, including the Board response/direction.

Response:

Please see Alectra Utilities' response to SEC-22.

Please see part a), above.

Please see:

. EP-3-Attach 1- OEB's Filing Requirements for Electricity Distribution Rate

Applications - Chapter 3 - lncentive Rate-Setting Applications issued July 12,2018;
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1 . EP-3-Attach 2 - Ihe MAADs Handbook, otherwise known as the Handbook to

2 Electricity Distributor and Transmitter Consolidations, issued January 19, 2016;

3 . EP-3-Attach 3 - The OEB's Handbook for Utility Rate Applications, dated October

4 13,2016.,

5 . EP-3-Attach 4 - The Decision and Partial Accounting Order of the OEB in Alectra

6 Utilities'2018 EDR Application (EB-2017 -0024), issued Decembet 20,2017.,

7 . EP-3-Attach 5 - The Decision and Order of the OEB in Alectra Utilities' 2018 EDR

8 Application (EB-2017 -OO24), issued Aprit 6,2018;

9 . EP-3-Attach 6 - The Decision and Rate Order of the OEB in Alectra Utilities' 2018

10 EDR Application (EB-2017-0024), issued May 3, 2018;

11 . EP-3-Attach 7 - The Partial Decision and Order of the OEB in Alectra Utilities'2019

12 EDR Application (EB-2018-0016), issued December 20,2OjB:

13 . EP-3-Attach 8 - The Decision and lnterim Rate Order of the OEB in Alectra Utalities'

14 2019 EDR Application (E8-2018-0016), issued January 24, 2O1g;

15 o EP-3-Attach g - The Decision and Order of the OEB in Alectra Utilities' 2019 EDR

16 Application (EB-2018-0016), issued January 31,2019; and

17 o EP-3-Attach 10 - The Final Rate Order of the OEB in Alectra Utilities' 2019 EDR

18 Application (EB-2018-0016), issued February 21,2019.
19

20 d) Not applicable.
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on september 18, 2014, the oEB issued the Repoft of the Baard - New poticy options
Fundine af Capitat tnvestments. The Advanced Capitat ModuletT (ACM Report).

The Advanced capital Module (ACM) reflects an evolution of the lncremental capital
Module (lCM) adopted by the OEB in 2008 The ACM approach seeks to increase
regulatory efficiency during the Price cap lR term and provides a distributor with the
opportunity to smooth out its capital program over the five year period between cos
applications.

A distributor must make any ACM requests as part of a cos application. At that time,
the need for and prudence of any such requests will be determined. cost recovery (i.e.
rate nders) for qualifying ACI\4 projects will be determined in the subsequent price cap
lR application for the year in which the capital investment will come into service.

while an ACM request must be made in a cos application, a price cap lR application
is the vehicle in which an applicant may calculate the rate rider to recover the amounts
approved in a cos application. A distributor seekang cost recovery through a price cap
lR application should carefully review the ACM Report before making such a request

A distributor approved for an ACM in its most recent cos application must file its most
recent calculation of its regulated returnls at the time of the applicable price cap lR
application in which funding for the project, and recovery through rate riders, would
commence. lf the regulated return exceeds 300 basis points above the deemed return
on equity embedded in the distributor's rates, the funding for any incremental capital
project will not be allowed. Therefore, any approvals provided for an ACM in a CoS
application will be subject to the distributor passing the means test tn order to receive its
funding during the lR term. The same means test shall also apply going fonrvard for new
proJects proposed as lCMs during the price Cap lR term.

A distributor meeting this requirement must provide for the relevant project or projects
updated cost projections, confirmation that the project or prolects are on schedule to be
completed as planned and an updated ACM/ICM module in Excel format lf the
proposed cost recovery differs significan y from the pre-approved amount, the

17 EB-2014-0219

r8 RRR 2.1.5.6
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The lcM is not available for incremental funding if a distributor's regulated return
exceeds 300 basis points above the deemed return on equity embedded in the
distributols rates

The requested amount for an lcM claim must be incremental to a distributors capital
requirements within the context of its financial capacities underpinned by existing rates
and satisfy the eligibility criteria of materiality, need and prudence set out in section
4.1 5 of the ACM Report.

Criteria Description

Materiality A capital budget will be deemed to be material, and as such reflect
eligible projects, if it exceeds the OEB-defined materiality threshold.
Any incremental capital amounts approved for recovery must fit
within the total eligible incremental capital amount (as defined in this
ACM Report) and must clearly have a significant influence on the
operation ot tfre OistriOuior; otn@
reDasrng.

* *nd,rures in comparison to the overall capital budget
should be considered ineligible for ACM or ICM treatment. A certain
degree of project expenditure over and above the OEB-defined
threshold calculation is expected to be absorbed within the total
capital budget.

Need The distributor must pass the lvleans Test (as defined in the rcM
Repo().

Amounts must be based on discrete projects, and should be direcily
related to the claimed driver.

The amounts must be clearly outside of the base upon which the
rates were derived.

Prudence The amounts to be incurred must be prudent. This means -lat tfte
distributor's decision to incur the amounts must represent the most
costeffective option (not necessarily least initial cost) for ratepayers.

2\
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The oEB requires that a distributor requesting relief for incremental capital dudng the
IRM plan term incrude comprehensive evidence to support the need, which shourd
include the following:

o An analysis demonstrating that the materiality threshold test has been met and
that the amounts wiil have a significant infruence on the operation of the
distributor

. Justification that the amounts to be incurred will be prudent. This means that the
distributor's decision to incur the amounts represents the most cost-effective
option (but not necessarily the least initial cost) for ratepayers.

o Justification that amounts being sought are direcfly related to the cause, which
must be clearly outside of the base upon which current rates were derived.

. Evidence that the incremental revenue requested will not be recovered through
other means (e.9., it is not, in full or in part, included in base rates or being
funded by the expansion of service to include new customers and other load
growth).

o Details by project for the proposed capitar spending pran for the expected in-
service year.

. A description of the proposed capital projects and expected in-service dates.

. calculation of the revenue requirement (i.e. the cost of capital, depreciation, and
PlLs) associated wtth each proposed incremental capital project.

o calculation of each incremental project's revenue requirements that will be offset
by revenue generated through other means (e.g. customer contributions in ard of
construction).

. A description of the actions the distributor would take in the event that the oEB I
does not approve the application. 

I

' calculation of a rate rider to recover the incrementar revenue from each
applicable customer class. The distributor must identify and provide a rationale
for its proposed rider design, whether variable, fixed or a combination of fixed
and variable riders. As discussed at section 3.2.3, any new rate rider for the
residential class must be applied on a fixed basis.

25
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The ACMiICM materiality threshold is discussed in section 4.5 of the supplemental
report.

The OEB determined that the following formula is to be used by a distributor to calculate
the materiality threshold:

rhreshotd v atue lo/o)= (, - l(T) x ( s + pct, r r + elll) x (t + g) x (1 + pcD)" 1 
+ xo/o

where n is the number of years since the CoS rebasing. Many of the parameters rematn
unchanged from the original formula except for the following:

o the growth'lactot g is annualized
. the dead band x has been reduced to 10%
. the stretch factor used in the PCI will be the factor assigned to the middle cohort

(currently 0.3%) for all distributors

ln the ACM report, the OEB mentioned that the eligible incremental capital amount
sought for recovery should be capital in excess of the ACM/ICM materiality threshold
defined in section 3.3.2.2. This threshold level of capital expendrtures is the amount that
a distributor should be able to manage with its curent rates, growth in demand and
normal volatility in business conditions. Accordingly, the materiality threshold value, as
calculated using the formula discussed in section 4 of the ACM report, marks the base
from which to calculate the maximum amount eligible for recovery. A distributor applying
for recovery of incremental capital should calculate the maximum allowable capital
amount by taking the difference between the forecasted 2019 total capital expenditures
and the ACM/lCM materiality threshold.

For individual projects included within an ACM/CM request, it is not appropriate to
apply the materiality thresholds established in the Chapter 2 Filing Requirementsls for
the purpose of evaluating the materiality of an individual project. These materiality
thresholds are for the purpose of variance explanations for annual changes to rate

1eSection208

26



74.
Ontario Energy Board July 12,2018

base, capital expenditures and operations, maintenance and administration costs as
part of a CoS rate application.

ln the Funding of Capital Repolzo, the OEB adopted an approach establishing the
following three princrples with respect to the eligibility of a capital project for ACM/ICM
treatment:

(1) minor expenditures in comparison to the overall capital budget should not be
considered eligible for ICM treatment;

(2) a certain degree of project expenditure over and above the threshold calculation
is expected to be absorbed within the total capital budget; and

(3) the project amount being proposed for recovery should be significant within the
context of the distributor's overall capital budget.

For merged utilities, the above principles are applicable to the merged distributor,
not the individual rate zones.

The OEB'S general guidance on the application of the half-year rule was originally
provided in the supplemental report. ln that report the OEB determined that the half-
year rule should not apply so as not to build a deficiency for the subsequent years of the
IRM plan term. This approach is unchanged in the new ACM/ICM policy. However, the
OEB's approach jn decisions has been to apply the half-year rule in cases in which the
ICM request coinctdes with the final year of a distributor's IRM plan term.21

20 EB-2014-O219 Report of the Board New Policy Options for the Funding of Capital lnvestments: The
Advanced Capital Module September 18,2014 p.17.

21 EB-2010-0130, Guelph Hydro Electric Systems lnc., Decision and Order, p. i5.
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deferred rebasing period. For example, a large distributor that acquires a small
distributor may demonstrate the objective of consumer protection by proposing an ESM
where excess eamings will accrue only to the benefit of the customers of the acquired
distributor.

lncrementa i ea pita l lr ve*trnent* rt {iri nS S*ferr*d l?*hasi rr g perioci

The lncremental capital Module (lcM) is an additional rate-setting mechanism under
the Price Cap lR option to allow adjustment to rates for discrete capital prolects. The
details of the mechanism are descnbed in the Reporl of the Board: New poticy options
for the Funding of Capital lnvestments: The Advanced Capital Modute, issued on
September 18, 2O14 and a supplemental report with further enhancements will be
issued in January 2016.

The ICM is now available for any prudent discrete capital project that fits within an
incremental capital budget envelope, not just expenditures that were unanticipated or
unplanned. To encourage consolidation, the 201s Report extended the availability of the
ICM for consolidating distributors that are on Annual lR lndex, thereby providing
consolidating distributors with the ability to finance capital investments during the
deferral period without being required to rebase earlier than planned.

The 2015 Report sets out that a distributor who is in the midst of the custom lR plan at
the time of the transaction and who consolidates with an entity operating under a price
cap lR or an Annual lR lndex may only apply for an lcM for investments incremental to
its custom lR plan. The rules that apply to a specific rate-setting method continue to
apply even following a consolidation of distributors. To be specific, an lcM would not be
available for the rates in the service area for which the custom IR plan term applies until
the term of the custom lR ends and Price cap lR applies. Materiality thresholds for the
lcM will be calculated based on the individual distributors' accounts and not that of the
consolidated entity.

Frit$r* R*t* $tr;:cturrl*

A consolidated entity is expected to propose rate structures and rate harmonization
plans following consolidation at the time it files its rebasing application. Distributors are
not required to file details of their rate-setting plans, including any proposals for rate
harmonization, as part of the application for consolidation. These issues will be
addressed at the time of rate rebasing of the consolidated entjty.

17



Zg
EB-20't9"0018

Alecira Utilities 2020 EDR Applicatjon
Responses lo Energy Probe Research Foundation lnterrogatories

0elivered: Sept€mber 13, 201 I

EP.3

ATTACH 3

THE OEB's Handbook for Utility Rate Applications
Dated October 13,2016



2q

Ontario Energy Board
Commission de l'6nergie de l'Ontario

Ontario

Handbook
for

Utility Rate Applications

October 13,2016



3o

f,laturrl Sax Utili!ir:c
Natural gas utilities may choose either custom lR or price cap lR. under erther
approach, the term must be a minimum of S years. For price Cap lR it would include a
cost of seryice year and at least four years using an incentive adjustment mechanism.

Srrtarir: i:owcr $en*ration
The oEB established expectations that payments for opG wrll be based on price cap
lR for the hydroelectric business and custom lR, based on the RRFE principles, for the
nuclear business, The oEB may set out its expectations for future applications in its
next decision and order for OpG.

$p*cific Crliist{:l*ta}ii,*llS i*. i.)r-r!,;,r; jli{-a.iIi!L r\.i:,- !;etlii]*
The oEB has now received and decided a number of custom lR applications and is in a
position to provide further guidance on the minimum standards for Custom lR
applications to ensure that the performancejocused and outcomes-based approach is
achieved as intended. A Custom tR apptication -!g!!Iq qrlglgrn_ and -ttrrelgF no specific filing requirernents have been estabt O ',rf ,:werer, any ,rt,f ity
filing a Custom tn appli--iion should be hfbrmed 6y the cost of service fiting
requirements and this Handbook. The sections that follow set out the oEB's minimum
standards for certain key elements of Custom lR applications.

There is no threshold test or eligibility requirement for a custom lR application The test
for the adequacy of the application is the extent to which its features contribute to the
achievement of the oEB's RRF goals and whether it meets the following standards:

o Term: A Custom lR must have a minimum term of five years. The OEB has
determined that this term supports a longer term approach to planning to smooth
expenditures and pace rate increases, strengthens efficiency incentives and
supports innovation. Longer terms can be proposed with appropriate
mechanisms for consumer protection as discussed below.

. lndex for the Annual Rate AdJustment: The annual rate adjustment must be
based on a custom index supported by empirical evidence (using third party
and/or internal resources) that can be tested. custom lR is not a multi-year cost
of service; explicit financial incentives for continuous improvement and cost
control targets must be included in the application. These incentive elements,
including a productivity factor, must be incorporated through a custom index or
an explicit revenue reduction over the term of the plan (not built into the cost
forecast).

Handbook to Utility Rate Applications
Octoberl 3, 2016
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The index must be informed by an analysis of the trade-offs between capital and
operating costs, which may be presented through a five-year forecast of
operating and capital costs and volumes. lf a five-year forecast is provided, it is
to be used to inform the derivation of the custom index, not solely to set rates on
the basis of multi-year cost of service. An application containing a proposed
custom index which lacks the required supporting empirical information may be
considered to be incomplete and not processed until that information is provided.

It is insufficient to simpty adopt the stretch factor that the oEB has established for
electricity distribution IRM applications. Given a utility's ability to customize the
approach to rate-setting to meet its specific circumstances, the OEB would
generally expect the custom index to be higher, and certainly no lower, than the

DEB-approved X factor for Price cap rR (productivrty ano strercn%ctorsl tnat 
's- used for electricity distributors

. Benchmarking: Benchmarking is a fundamental requirement of a Custom lR
application, both internal benchmarking to demonstrate continuous improvement
and external benchmarking as identified in section 5. A custom lR application
without benchmarking will be considered incomplete.

. Performance Metncs: The OEB has established a scorecard for electricity
distributors, however, additional performance metrics should also be proposed so
that expected outcomes can be monitored. All other utilities must propose a
comprehensive scorecard that is informed by the scorecard for electricity
distributors, but specifically includes other performance metrics aligned to the
outcomes identified in the application. This is required for both Custom lR and
cost of service rate applications.

. Updates: After the rates are set as part of the Custom lR application, the OEB
expects there to be no further rate applications for annual updates within the five-
year term, unless there are exceptional circumstances, with the exception of the
clearance of established deferral and variance accounts. For example, the OEB
does not expect to address annual rate applications for updates for cost of
capital, working capital allowance or sales volumes. In addition, the
establishment of new deferral or variance accounts should be minimized as part
of the Custom lR application.

The adjudication of an application under the Custom lR method requrres the
expenditure of significant resources by both the OEB and the utility. The OEB
therefore expects that a utility that applies under Custom lR will be committed to

Handbook to Utility Rate Applications
October 13, 2016
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that method for the duration of the approved term and will not seek early
termrnation or in-term updates except under exceptronal circumstances and with
compelling rationale.

A Custom lR application can include a five year forecast of all costs with
proposed rates for each year that consider both these costs and the proposed
productivity improvements reflected in the custom index. A utility that cannot
forecast its needs within the five year term, or does not believe it can operate
with this level of uncertainty, should consider whether the custom lR option is
appropriate for its circumstances.

The lcM and ACM mechanisms for funding capital for electricity distributors, or
any similar mechanism approved for transmrtters, natural gas distnbutors or
OPG, are not available for utilities setting rates under Custom lR.

An acceptable adjustment during a custom lR term is a zlacror mechanism for
cost recovery of unforeseen events. The OEB has a policy for Z factors for
electricity distributors and transmitters that applies for any rate-setting option
chosen by a utility. The oEB has established a materiality threshold for electricity
distributors for eligibility to claim for a Z lactor event. Electricity transmitters are
expected to propose a materiality threshold in their applications. The OEB has
approved Z factor mechanisms for natural gas djstributors in previous
proceedings, and they may propose mechanisms in their future rate applications.

Given the custom nature of a Custom lR application, utilities may propose
alternative mechanisms foi unio r
aspects of their custom proposals. ln doing so they should consider the OEB's
expectations for protecting customers from excess earnings, as discussed in the
next section

. Protecting Customers. A key oblective of incentive regulation is to drive

:p=ro@qqF_qr"y-"lenG-wfthin the uiftfies. rne OeE nas oeternrrneo tnat witn
the Custom lR rate setthg option, Customers will benefit from the expected
productivity improvements during the term through the custom index.

Utilities that achieve productivity improvements above what is expected are
allowed to keep certain earnings above the approved ROE. However, the OEB
expects utilities filing a Custom lR application to propose one or more
mechanisms to protect customers from utility earnings that become excessive.
Proposals would typically include mechanisms such as off ramps (discussed

Handbook to Utility Rate Applications
October 13, 2016

27



.2r>
?2

Ar.ctra utiriries 2o2o Etr-ff ;i#:
Responses lo Energy Probe Resea.ch Foundation lnterrogatories

Delivered: September 13, 2019

EP.3

ATTACH 5

The Decision and Order of the OEB in Alectra
Utilities' 2018 EDR Application

(EB-201 7 -00241
lssued April 6, 2018



94

Ontario Energy Board
Commission de l'6nergie de l'Ontario

DECISION AND ORDER

EB-2017-0024

ALECTRA UT!LITIES CORPORATION

Application for electricity distribution rates and other charges
beginning January 1, 2018

BEFORE: Lynne Anderson
Presiding Member

Allison Duff
Member

Revised: April 6, 2018



jq
Ontario Energy Board EB-2017 4024

Alectra Utilities Corporation

Findings

lhe OEB finds that the DSP filed by Alectra Utilities is sufficient for the OEB to make its
decision on the 2018 ICM for the Enersource RZ. Options considered by Alectra Utilities

The oEB finds that the DSP filed by Alectra Utilities

were-netptut rn assessing-t6etl/fpro1,-6cts. 
-Tne 

Of g notes that Alectra Utilities plans
to file a consolidated DSP by April 2019, and this would effectively update and replace
the Enersource DSP.21 This consolidated DSP is discussed further in a subsequent
section of the Decision.

lle Ora!!sq_O1eg_s with Alectra U_tililresl clgrytglls not necessary to hav
adequate explanation of why some capital is regarded as "base" and other as
'iihcrerneniai'tGiv-enlnb oistinctioh net*een base and incremental capital am6ints
necessary in an ICM application, including an explanation and rationale for allocating
projects to each category is a logical addition. Filing requrrements cannot anticipate all
needs and circumstances, including an ICM application with 22 projects .While the OEB
has accepted the DSP for the purposes of setting 2018 rates, this distinction between
base and incremental will become more critical should Alectra Utilities file any further
applications for incremental funding of capital and particularly as it optimizes its capital
plans under a consolidated DSP.

Alectra Utilities stated that Vanry's feedback informed Alectra Utilities in developing its
DSP. This type of external feedback can be helpful to a utility in forming its plans. There
is no requirement to have a third party review of a DSP, unless specifically ordered by
the OEB.

4.4 CustomerEngagement

The OEB's Handbook for Utility Rate Applications (Rate Handbook) advises that
"customer engagement is expected to inform the development of utility plans, and
utilities are expected to demonstrate in their proposals how customer expectations have
been integrated into their plans, including the trade-offs between outcomes and
costs" 22

Alectra Utilities stated that it undertook customer engagement related to the DSp for the
Enersource RZ and the lCMs for the Brampton RZ, Enersource RZ and powerstream

21 Application Exhibit 'l 
, Tab 1 , Schedule 1 page 4, footnote 2. The filing of the DSp was a commitment

made at the oral hearing for the EB-2016-0025 proceeding.
22 "Handbook for Utility Rate Applications", October 1, 2016, p.1i.

Decision and Order
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means, but that Alectra utilities had made no attempt to do so, and therefore should be
expected to live within the IRM envelope

Alectra utilities submitted that the project-specifrc materiality threshold is defined by the
oEB as 0.5% of distribution revenue requirement, in accordance with the chapter z
Filing Requirements.s Alectra utilities calculated the threshold amount for each rate
zone on this basis and included projects that exceeded the identified thresholds.

Findings

The oEB accepts Alectra utilities' calculations for the lcM materiality threshold based
on the OEB's ICM formula in the Funding of Capitat Report This includes

. Brampton RZ - maximum eligible incremental capital amount of $7,1 i 3,613

. Powerstream RZ - maximum erigibre incrementar capitar amount of $25,891,79s

. Enersource RZ - maximum eligible incremental capital amount of S39,624,419

This does not mean that al capital spending up to the maximum erigible incremental
capital amount will be granted incremental funding The oEB has established its other
cnteria and tests so that the lcM does not become just a top-up to the lcM materiality
threshold

The oEB does not agree with sEC that a distributor must have done everything it can to
live within its means. The lcM is not a mechanism to ensure the financial viabilily of a
distributor. The lcM is a mechanism that removes a banier to effective planning by
providing rate relief to reduce the incentive to cluster capital investments at suo_optimat
times around the rebasing year. A distributor is expected to have good distribution
system planning, including optimizing, prioritizing and pacing capital expenditures to
control costs and promote rate predictability, irrespective of its rebasing schedule.

The oEB disagrees with Alectra utilities' interpretation of the second materiality test.
The distributor in this lcM application is Alectra utilities. This second test is whether a
specific project is significant in comparison to the overall capital budget for Alectra
utilities, not individual rate zones wth Alectra utilities' interpretation, a large distributor
with a capital budget of hundreds of millions of dollars could acquire a small distribrto,

30 Filing Requirements For Erectricity Distribution Rate Apprications - zo17 Edition for 2or g Rate
Applications - Chapter 2 Cost of Service.

Decision and Order
Revised: April 6,2018 23
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injection is not always feasible. ln the cable replacement pro.lect at steeles Avenue and
Fairway Heights, the existing cables are 8.32 kv and, as a resurt, injection wourd not
align with plans to convert the arealo 27.6 kV. lf injected, the cables would soon need
replacement and the costs of injection would become stranded. Alectra utilities added
that conversion to 27.6 kv brings numerous benefits, such as lower maintenance costs
and reduced losses.

Alectra Utilities further noted that it had only provided costing for altemative feasible
options that would meet the identified project needs.

Findings

lcM funding is not available for typical annual capital programs. The oEB finds that this
protect is part of a iypical annual capital program and theiefore is not approved for lcM
funding.

ln its decision on the Powerstream custom lR applicationas the oEB approved funding
for a cable replacement program. This work replacing cables in the steeles Ave and
Fairway Heights Drive area is reasonably be part of such a program.

Alectra Utilities has stated that following the OEB's decision for lts Custom lR
application it determined that each cable replacement would be treated as a distinct
pro.lect. The oEB finds that simply developing more details on the specific work planned
within a typical annual capital program does not create multiple discrete projects eligible
for ICM funding.

6. PowerStream RZ Cable Replacement -(VOB) - Stee/es Aye and New
Westminster $2.64 miilion

The cable Replacement - (V08) - steeles Ave and New westminster project involves
replacing approximately 16.2 km of substandard underground primary cables from 201g
lo 2020. Alectra Utilities stated that:

. cable and splice failures are the leading cause of outage minutes, accounting for
19% of SAIDI in 2016.

48 EB-20'15-0003, op.cit. p. 17.

Decision and Order
Revised: April 6,2018
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. ln this pro1ect area, the underground primary cable supplies 1,0g0 customers, is
approximately 40 years old, has been assessed as being in very poor condition
and is at the end of its useful life. lt has failed nine times in the last four years,
resulting in over 350,000 customer outage minutes.

. This project is expected to improve system reliability in the area, minimize the
need for emergency reactive repairs and result in i09,99S outage minutes
avoided per year.

The intervenors and OEB staff made the same submissions for this project as they did
for the cable replacement project for steeles and Fairview. Alectra utilities responded
accordingly. ln addition, Alectra Utilities noted that cable testing results indicated that
remediatton by cable injection would not be feasible.

Findings

lcM funding is not available for typical annual capital programs. The oEB finds that this
project is p-rt ot a typical annuat capital program and therefoie ii not approved for ICM
funding.

ln its decision on the PowerStream Custom lR application4s the OEB approved funding
for a cable replacement program. This work replacing cables in the Steeles Ave and
New Westminster area is reasonably part of such a program.

Alectra Utilities has stated that following the OEB's decision on the powerStream
Custom lR application it determined that each cable replacement would be treated as a
distinct project. The OEB finds that simply developing more details on the speciflc work
planned within a typical annual capital program does not create multiple discrete
projects eligible for ICM funding

7. Powerstream RZ Circuit Breaker Replacement - Richmond Hiil TS#1
$1 .19 million

The Circuit Breaker Replacement - Richmond Hill TS#1 project involves replacing the
six existing circuit breakers at Richmond Hill rs#1 due to technological incompatibility,
a history of failures and the fact that manufacturer support is no longer being provided
for this equipment. The project also includes procurement of one spare circuit breaker.

4s tbid.

Decision and Order
Revised: April 6,2018
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Findings

The OEB finds that this prqect is not a si I cost in to the
overall capital budget of Alectra Utilities for 2Oj8. Utilities should be abte to fund
this project through its normal capital budget duirng the IRM term. No additional funding
is therefore approved.

The oEB also notes that a driver for this work is load growth in the area that will bring in
additional revenue to Alectra utilitjes. This additional revenue from growth will reduce
the financial impact on the operations of the utility.

9. Powerstream RZ Mill Sf. MSB35 Transformer lJpgrade _ Tottenham
$1.3 million

The Mill st. MS835 Transformer upgrade - Tottenham project involves an upgrade of
the Mill MSB35 6 MVA transformer in order to provide the necessary backup capacity to
meet load growth anticipated by 2019 Alectra Utilities stated that:

o Three major residential developments, scheduled to be completed over the next
four years in this area, are expected to add 1,300 new customers.

. This growth will result in an additional 2.7 MVA of peak load supplied by two
stations by 2019, bnnging the total loading of the two stations to 9.6 MVA.

. This will exceed the emergency capacity of Mill MSB3S (9 1 MVA) to provide
backup in the event of failure at the Nolan MSB34 station.

. Load is expected to continue to rise beyond 2019, reaching 12 MVA by 2o25t26.

. This project is the most effective way to address the increased capacity
requirements, as well as reliability, under single contingency scenarios.

PWU supported the project. BoMA also expressed its support for this project as it is: (1)
distinct, (2) not part of pre-existing programs, and (3) alternatives were thoroughly
canvassed

SEC, VECC, CCC and AMPCO, as well as OEB staff, did not support ICM treatment.

Decision and Order
Revised: April 6, 2018
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Findings

I!9 !Ery!!q9,1!q!!!9_prE99!El9!-a sisltifi-c_qryllgt_alq)q11lj9lpclison ro the
overall capital budget of Alectra Utilities fot 2018. Alectra Utilities should be able to fund
this project through its normal capital budget during the IRM term. No additional funding
is therefore approved.

The oEB also notes that a dnver for this work is load growth in the area that will bring in
additional revenue to Alectra utilities. This additional revenue from growth will reduce
the financial impact on the operations of the utility.

10. Powerstream RZ Double Circuit 27.6 kV pole Line on lgth Ave between
Leslie and Bayview $1 .2 million

The Double circuit 27 6kV pole Line on 19th Ave between Leslie and Bayview project
involves construction of a double circuit pole line and extension of two 27.6kv circuits
onto 19th Ave from Leslie st. to Bayview Ave. to meet significant groMh in this area
Alectra utilities anticipates that approximately 500 new homes will require connection to
the distribution system in the area. Alectra utilities stated that there are no feeders on
'1gth Ave betvveen Leslie and Bayview to support residential or commercial
developments, therefore, new load in the development area cannot be serviced unless
feeders are installed to connect the new customers.

Alectra Utilities fu(her stated that a secondary driver stems from the radial configuration
of the existing feeder on Leslie st, which means power is supplied from one end of the
feeder only. There is no alternate supply from any other source in the event of an
outage, thus giving rise to risks of prolonged outages. Alectra utilities argued that this
issue will become more significant as the customer density in the area continues to
increase.

PWU supported approval for recovery of the full amount proposed for this project. sEC,
VECC, CCC AMPCO and BOMA, as well as OEB staff, did not support tCM treatment.

Findings

llp_qqB Iinqg llgt thls project is not a significant capitat cost in comparis_on_to the
overall capital budget of Alectra Utilities lor 2018. Alectra Utilities should be able to fund
this project through its normal capital budget during the IRM term. No additional funding
is therefore approved.

Decision and Order
Revised: April 6, 2018
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there is evidence that one of the important historical causes for underground cable
failures has now been effectively mitigated.

Alectra utilities submitted that the cable replacement projects are targeted to areas with
high levels of cable failures, well above what could be considered acceptable.
Moreover, the Applicant took issue with OEB staff's suggestion that the issue of heat
shrink splices has been mitigated, and in the worst performing areas of the Enersource
RZ the issues are unrelated to heat shrink splices.

AMPCO submitted that these projects should not be approved because, in the
Enersource RZ, the health index for underground cable is improving over time and the
long-term rate of underground cable failures is stable. Alectra Utilities argued that the
perceived trend that AMPCO highlighted was not indicative of improved health of this
asset class but rather of a change in the health index methodology by Kinectrics.

Findings

lcM funding is not available for typical annual capital programs. The oEB finds that this
project is part of a typical annual capital program and therefore is not approved for ICM
funding. ln the last rebasrng application for Enersource for 20'13 rates,s the OEB
approved a Subdivision Rebuild Program, and this project is reasonably part of that
program.

14. Enersource RZ Glen Enn & Battleford Subdivision Rebuild $2 06 million

The Glen Erin & Battleford Subdivision Rebuild project involves renewing and replacing
early generation underground distribution cables and five padmount transformers in the
project area to bring them in line with present day standards. Alectra Utilities stated that:

. lncreasing failures on early generation underground cables (which are mosfly
unjacketed and/or direct buried) are leading to increasing outages and adversely
impacting reliability.

o Since 2005, 17 underground cable failures have occuned in this area, affecting
32,572 customers for a total of 191,139 outage minutes.

50 Enersource Hydro Mississauga lnc. "Decision and Order Rates," EB-2012-0033, December 13,2012.

Decision and Order
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. The cables and transformers in the area are approxrmately 40 years old and are
beyond the end of their useful life.

. The 2016 asset condition assessment flagged these cables as being in very poor
condition and in need of immediate replacement.

. This project is the preferred solution as it provides an opportunity to remove
redundant cables that were originally installed to accommodate the build phases
of the subdivision.

PWU supported approval for recovery of the full amount proposed for this project. SEC,
VECC, CCC, AMPCO and BOMA, as weil as OEB staff, did not support tCM treatment.
General submissions by the intervenors, oEB staff and Alectra utilities on the six cabte
replacement projects are included with the Glen Erin & Montevideo Subdivision Rebuild
project and not repeated here.

Findings

lcM funding is !9t aylilabte for typical annua The oEB finds that this
neretore is not approved for ICM

funding. ln the last rebasing application for Enersource for 2013 rates,51 the OEB
approved a Subdivision Rebuild program, and this pro.Ject is reasonably part of that
program.

15. Enersource RZ Credit Woodlands & Wiltshire Subdivision Rebuilct
$1 .55 million

The credit woodlands & wiltshjre subdivision Rebuild project involves replacing cables
thal are beyond the end of their useful life and transformers (11 in total) showing signs
of leaks or containing PCBS. Alectra Utilities stated that:

. The replacement of transformers is needed to address safety, environmental,
reliability, financial and regulatory risks and the replacement of cables is needed
to address reliability issues.

o The cables and transformers in the area are approximately 37 years old.

51 lbid.

Decision and Order
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. The 201 6 asset condition assessment flagged these assets as being in very poor
condition and requiring immediate replacement.

' This project provides an opportunity to remove redundant cabres that were
originally installed to accommodate the build phases of the subdivision.

. The new cables will be installed in pVC ducts, making future replacements easier
and less costly.

PWU supported approval for recovery of the full amount proposed for this prolect. sEC,
vEcc, ccc, AMPCo and BoMA, as weil as oEB staff, did not support rcM treatment.
General submissions by the intervenors, oEB staff and Alectra utilities on the six cable
replacement projects are included with the Glen Erin & Montevideo Subdivision Rebuild
project and not repeated here.

Findings

_]9lttrE,ng ,. not avartabte for typicat annuat capitat programs. The oEB finds that this
proyect is part of a"typicaT annuat capitat program and theLto-ros not 

"pp.u"o 
ioiiCrrrr

funding. ln the last rebasing application for Enersource for 2013 rates,52 the OEB
approved a subdivision Rebuild program, and thrs pro.iect is reasonably part of that
program.

16. Enersource RZ Tenth Line Main Feeder subdivision Renewal $1.14 miilion

The Tenth Line Main Feeder subdivision Renewal project involves renewing and
replacing the early generation underground feeder cables in the Tenth Line area.
Alectra Utilities stated that:

. The 2016 asset condition assessment (ACA) found the main feeder cables in this
area to be in very poor condition and in need of immediate replacement.

. Two particular sections of direct buried cabres have each failed four times,
impacting a lolal of 7,O14 customers and 3,694 customers, respectively.

o Portions of this cable are located in rear lots, making repairs particularly difficult
and resulting in significant disruptions to residents.

s2 lbid.
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project was not discrete and the reliability data did not lustify the urgency of this project.
oEB staff suggested the project could be deferred or paced over an extended timeline.

ln addition, AMPco indicated that a partial rebuild of Rometown with a project cost of
$'1.85 million was included in the Enersource Rz Distribution supply plan The project
was subsequently updated to include a full replacement for a cost of $3.2 million as a
result of customer consultation. AMpco submitted that the information provided to
customers for the Rometown overhead Rebuild pro.iect was limited, and insufficient for
customers to make an informed determination. For example, customers were not
informed of the original plan, the $1.85 million cost, the remaining life of the poles, or
reliability of the area. AMPCo was not opposed to the spending of $1 85 million and
submitted that it should be funded through Alectra Utilities' normal capital budget.

BOMA, CCC, EP and VECC took issue with the elitent of customer engagement and
submitted it was insufficient to justify the project for lc[/ funding. VECC also analyzed
the outage data provided for the Rometown area and found that the reliability in the
Rometown area was better than the surrounding area.

ln its reply submission, Alectra utilities reiterated that the project was needed given the
condition ofthe assets. The Rometown area had experienced several outages because
of the deterioration of the overhead system assets. Alectra Utilities also indicated that
the Rometown project was not included in an ongoing capital program such as the pole
replacement program. Alectra utilities also disagreed that the customer consultation
was not suffrcient to justify the pro.iect. Alectra utilities modified the survey design to
incorporate the issues raised from he 2017 customer engagement and gave customers
the information required and bill impacts to obtain sufficient feedback.

Findings

ICM funding is not av€ilable lqrly,pi9aLellleLeCplleLpqg1qrns The OEB finds that the
Rometown Area overhead Rebuild project should be part of a typical annual capital
program and therefore is not approved for ICM funding.

The oEB also notes that in the last rebasing application for Enersource for 2013 rates,20
the OEB approved both a Subdivision Rebuilds and Overhead Distribution Sustainment
program, and this project should reasonably be part of that typical work.

The OEB notes that a partial rebuild at a cost of $1.85 million was included in the
Enersource Distribution supply plan filed in Alectra utilities'2o1g rates proceeding.
Alectra utilities indicated that it increased the project from a partial rebuild of 7g poles to

,0 EB-2012-0003

Decision and Order
January 31, 2019



Ontario Energy Board
5l

EB-2018-0016
Alectra Utilities Corporation

Findings

The oEB approves tcM funding of $7.s million to complete the replacement of s71
transformers in 2019.

The oEB finds that approving lcM funding in 2019 is consistent with its decision for
2018 rates,2l which approved $g.45 million, on the basis that the program is neither

_.Epfcgllor_9rlgglg"lprn-]he program approveO-Oy tne Ora tor rneisou-rcet 2orS
rates.

The oEB finds it prudent for Alectra utilities to complete its program to replace the
backlog of leaking transformers identified in the last asset conditaon assessment. The
OEB remains concerned about potential environmental impacts of leaking transformers
and finds that lcM funding is warranted to complete the work in 2019. The oEB finds
that Alectra utilities appropriately prioritized its schedule for the program during the
2017 -2019 period based on asset condition and potential environmental impacts.

Many intervenors referenced the decision for 2018 rates in which the OEB indicated that
it expected this project to evolve into a typical ongoing capital program in subsequent
years. The oEB finds that Alectra Utilities addressed this expectation by advancing the
completion of this program to 2019 such that the ongoing capital program wjll
commence in 2020.

PowerStream RZ - York Region Rapid Transit project (yRRT): $13.27 miilion

Alectra utilities proposed lcM funding ol $13.27 million to relocate its distribution plant
to facilitate transportation infrastructure developments as part of a multi-year project to
accommodate the YRRT. Alectra utilities stated that it is obliged to relocate plant in
accordance with the Public Service Works on Highways Act (PSWH Aco and that the
OEB approved similar ICM funding in 2018.

AMPCO, CCC, SEC and OEB staff submitted that ICM funding for 2019 shoutd be
approved.

Further, OEB staff noted that Alectra Utilities' five-year road authority budget was
approximately $38 7 million and compared to the latest actual and forecasted projects
has a remaining budget of $6.4 million.

21 EB-2017 -0024, Decision and Order, April 5,2018

Decision and Order
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The oEB approves the yRRT project for rcM funding of $13 27 miilion in 20.19.

22 EB-2018-0016, Oral Hearing Transcript, December 5, 201 I, pp. 66_67

The oEB finds that approving tcM funding in 2019 is consistent with its decision for
2018 rates in which it approved $1'1 .24 miilion, on the basis that the program is
mandatory, materiar to the operations of Alectra utirities and outside of the base upon
which rates were derived.

Parties questioned whether the yRRTc is the road authority as referenced in the pSWH
Act, and therefore whether the pswH Act is appricabre. The oEB finds that the cost
sharing arrangement between Arectra utirities and the yRRTC is reasonabre for this
project based on the evidence, but makes no specific finding with respect to the
applicability of the PSWH Act.

As determined in the decision for 201g rates, the oEB wil not approve a deferrar
account for this project, as suggested by some intervenors. Any capitar forecast is
subject to uncertainty given the risks of project delays and scope changes. ln any given
year, an lcM rate rider may provide revenue that is over or under what the revenue
would have been from the actual capital cost. This risk is mitigated as the in-service
assets will be reviewed at the trme of rebasing to determine if a true-up is wananted
between the revenue at the forecast cost and the revenue at the actual cost.

The oEB notes that Alectra utilities is requesting an tcM of $13.27 million in 2019
based on its initial forecast. Alectra utilities confirmed during the oral hearing that it
provided an updated forecast of $22.7 million for 2019, but did not amend its lcM
request.22 The oEB is specrficaily not making a finding on the appropriateness of any
true-up between the forecast and the actual. However, the oEB notes that the
maximum eligible incremental capital amount for the powerStream RZ is $22.1 million

EB-20.t8-0016

ln reply submission, Alectra utirities agreed that it may be appropriate to consider
alternatives lo annual lcM funding for transit projects. Arectra utirities submitted that as
permitted under the PSWH Act, it was abre to persuade the yRRTC to agree to a
different apportionment of the cost responsibility, where yRRTC bore a gneater porrion
of the incremental relocation costs. Arectra Utilities disagreed with Ep that Arectra
utilities and YRRTC are behaving like affiriates. nrectra utitities noted that by Ep,s own
submission it has acknowledged that the YRRTC and Alectra Utilities are not affitiates.

Findings

0ecision and Order
January 31,2019 13
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and the oEB is approving lcMs of $1g.77 miilion for this rate zone in 201923 This may
be a consideration when the OEB assesses whether a true_up is warranted.

PowerStream RZ - Bathurst Street Road Widening project: g5.S million

Alectra utilities proposed lcM funding of $5.s million to relocate overhead and
underground distribution assets to accommodate the road widening on Bathurst street,
given growth ln Richmond Hill and Vaughan. Alectra Utilities indicated that it is obligated
to relocate its distribution plant to facilitate transportation infrastructure developmenls by
applicable road authorities in accordance with the PSWH Act.

AMPCO, BOMA, CCC, SEC, VECC and OEB staff supported the approval of tCM
funding for the project. Most parties submitted that this project is a discrete, mandatory
project, unrelated to a recurring annual capital project. AMPCO, CCC, and VECC
submitted that the use of a deferral account may be more appropriate given the inherent
uncertarnties related to timelines and costs for road widening projects.

Findings

]Ir1ollaooroves the Bathurst Road widening proiect for rcM funding of $5.5 miilion
in 2019. The oEB finds that the project is mandatory, has a significant infruehce on the
operations of the distributor and is outside of the base on which rates were set.

Powerstream RZ - Barrie Transmission Station Feeder Rerocation project: $2.1
million

Alectra Utilities proposed lcM funding of $2.1 million to relocate feeders to the Barrie
Transmission station (TS) The Barrie TS is owned by Hydro one and the TS rebuild
was identrfied as part of the South Georgian Bay/Muskoka regional planning led by the
lndependent Electricity System operator. Alectra utilities noted that the need for the
Barrie TS rebuild and feeder relocation was nol known and not included in
Powerstream's last Distribution Supply plan.

VECC submitted that the project should be approved for tcM funding because it meets
the OEB's criteria.

AMPCO, BOMA and OEB staff did not support ICM funding for this project.

Decision and Order
January 31, 2019

14
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AMPCo noted that Alectra utilities did not provide the cost of other options for
comparison and there is uncertainty that the 2019 in-service date will be met. There is a
risk that the in-service date could be pushed to 2020 based on the most cunent
forecast, and customers shourd not bear the risk if the project does not go in-service on
time. AMPCo submitted that this project should be funded through Alectra Utilities
normal capttal budget.

BOMA submitted that it was not clear from the evidence that Alectra Utilities should be
paying the entire cost of the feeder relocations. lt was also unclear why the existing
meters cannot be moved from the transformer station to Alectra utilities, own
enclosures to reduce cost.

oEB staff submitted the project represented 0.8% of Alectra utilities, total capital budget
and was not a significant capital cost. oEB staff refered to the oEB,s 2oiB decision in
which the oEB did not approve funding for similar projects based on materiality. For
example, the Lake/John Area overhead Rebuild project at a cost of $0.93 million and
the station Switchgear Replacement - Bth line MS323 pro.lect at a cost of $1.39 million
were both not considered a significant capital cost in comparison to the overall capital
budget.

ln reply submission, Alectra utilities clarified that it was responsible for the cost of the
project, the suggestion of relocating existing meters to reduce cosl was not technically
feasible, and the project would be completed in 2019.

Ontario Energy Board EB-2018-0016
Alectra Utilities

Findings

The OEB finds th,at this project is not llLS![lgqry ggprtaLlg!!]n comparison to the
gyglg]l c?pll?l budget ol_Arectra utiritielfor20lg Ti'e 2019 caprtar buoge-t is forecast to
be $257.3 million2a, and this project is 0.8% of that total. Alectra utilities shoutd be abte
to fund this project through its normal capital budget during the IRM term. No additional
funding is approved.

This poect does not meet the oEB's requirement that it have a significant influence on
the operations of Alectra utilities. The oEB notes that the revenue requirement related
to this project is onty $168,198

z EB-2018-0016, Exhibit 2, Tab 4, Schedule 1 1 , page 1 3

Decision and 0rder
January 31, 2019
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G-Staff-9

Reference: Exhibit 2, Tab 1, Schedule 4, page 2 of 1g

Alectra utilities describes the true-up of the capital lnvestment variance Account (clvA)
as follows:

subject to the oEB's approval of the M-factor, Arectra Utirities proposes a symmetricar
clvA for the 2020-2024 rerm of the DSp. Alectra utilities proposes to track variances
between the actual and forecast capital related revenue requirement for the DSp term.
The capital related revenue requirement is used to calculate the M-factor for riders
applicable in each rate zone.

consistent with the determination of the maximum M-factor eligible capital at the time of
this filing, the clvA true-up amount must fall within Alectra utilities, maximum M-factor
eligible capital at the time of the true-up based on Alectra utilities, actual five-year in-
service additions. By way of exampre, Arectra utirities' totar capitar enverope, as provided
in Table 4, is $0.38. This is based on total forecasted capital expenditures of 91.58 tess
the materiality threshold of $1.28. lf actual capital expenditures are g,l.3B, then Alectra
Utilities' capital envelope is $0.1 B (Total capital costs of $1.38, less the materiality
threshold of 91.28). Therefore, crvA true-up cannot exceed the capitarenverope of $0.1El,
determined al the time of the true-up.

a) ls oEB staff's understanding correct that the clvA true-up will be calculated as the
difference between the actual five-year in-service additions related to M-factor and the
forecast M-factor capital related revenue requirement?

b) Based on Alectra utilities'description in the reference above, oEB staff understands
that Alectra Utilities proposes that the clvA true-up amount cannot exceed the
difference between the actual capitalexpenditures at the time of the true-up and the
materiality threshold (calculated in Exhibit 2,Tab 1, schedule 3 for the M-factor) of
$1'2 billion. Please confirm if oEB staff's understanding is correct. rf yes, prease
explain the rationale for the proposed calculation for the maximum eligible clvA true-
up amount.

c)

d)

Please confirm that Alectra utilities does not intend to track M-factor variances on a
project level.

Based on Alectra utilities' example above, is oEB staff,s understanding correct that
the clvA true-up will be based on actual five-year in-service additions, regardless of
whether Alectra Utilities' spending has exceeded the $265 million it has requested
through the M-factor?
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i. Please confirm if oEB staff's exampre is correct: if Arectra utirities, actuar
capitat expenditure is $1.8 billion, then $1.8 billion tess the materiality
threshold of $'1.2 billion gives Alectra Utilities a maximum capital envelope
of 90.6 billion that would be eligible for a true_up.

ii. lf the example in i) is correct, please explain why it is appropriate for
Alectra Utilities to collect any true-up when the actual M-factor capital
spending is in excess of the amount being requested in this application
($265 million).

iii. lf Alectra Utilities spends in excess of the amount being requested in this
application ($265 million) and requests a subsequent true_up for the excess
spending, please explain what evidence Alectra Utilities will provide to the
OEB to assess the prudence of the excess spending. Specifically, please
explain on what basis the OEB could assess the prudence of Alectra
Utilities' excess spending given that there are no set M-factor projects
given the proposed ,,flexible,, nature of the M-factor.

Alectra utilities proposes calculating the annual clvA amount on a company-wide basis
and proposes disposing of the clVA balance using class specific rate rideri that are
applied to all rate zones.

e) Please confirm Alectra utilities is intending to have one set of class specific rate
riders applied equally across all rate zones.

lf yes to e), please explain how this is equitable to all customers given that the
original M-factor rate riders are rate zone specific. Furthermore, please explain
how Alectra Utilities will prevent subsidization across rate zones if Alectra
Utilities does not track variances within rate zones and proposes calculating
the CIVA amounts on a company-wide basis.

Please explain the apparent disconnect between Alectra Utilities, proposal to dispose
of the variance account at the end of the five year term, and Alectra Utilities, proposal
to calculate the CIVA amount and dispose of positive and negative balances annually.

Response:

ln addition to the specific responses below, Alecira Utilities wishes to provide clarification and

responses to a number of related intenogatories regarding lhe M-factor and the CIVA in a
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unified manner. The following responds to questions set out in this G-staff-9, as wefi as to
questions set out in G-Staff-4, G-Staff-S, c-Staff-6 and CCC_22.

M-factor Funding is Limited in Scope

As explained in Exhibit 2,rab 1, schedule 3 at p. 3, lhe purpose of the M-factor is ro bridge rhe
gap during Alectra Utilities' rebasing deferral period, between the level of investment funded
through base rates and the level of investment lhat needs to be funded lo fully execute its DSp.
The utility's base rates will support an average annual capital expenditure of approximatery
$236MM during the DSP period. However, the DSp contemprares annual capitar expendilures
of approximately $291MM. Without the M-factor, Alectra Utilities would have $55MM of capital
expenditures in each year that are unfunded and which it would not be able to execute. This
resulls in a total of approximately $275MM of unfunded capital expenditures over lhe five-year
DSP period (Exhibit 2, Tab 1, Schedule 3, p. 3). Atectra Utitities would not be able to achieve
the outcomes that its customers expect if it does nol have lhe capital funding to fully execute the
DSP,

As explained in Exhibit 2,rab 1, schedule 3 at pp. 11-13, Alectra utilities considers the lcM
materiality threshold to be an appropriate method for calculating the level of capital funding that
it should be expected lo absorb within its funding from base rates. Alectra Utilities clarifies that
consistent with its request for flexibility to execute the M-factor projects, these pro1ects must fit
within the total eligible capital envelope derived from the materiality threshold over the 5 year
DSP period. on this basis, the threshold capital expenditure value over the 2020 to 2024 DSp
period is $1 1828. Given that the DSP contemplates a total capital investment need of $1 .4578
over this period, Alectra Utilitres' maximum M-factor eligible capital is $274.3tvlM. Alectra
ulilities is proposing to establish riders that reflect total MJaclor capital expenditures of $265MM
over the five-year period, whlch rs less than the maximum eligible amount. As explained in
greater detail below, the $9.3MM difference between this and the $274.3MM maximum M-factor
eligible capital amount represents the maximum amount that Alectra Utilities would be able to
recover from cuslomers through the capital lnvestment variance Account (,,clVA,,) true-up at
the end of the five-year period, in the evenl there is a credit balance in the accounl at thal time.
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The revenue requirement impact associated with the M-factor capital expenditures of $265MM
over five years is proposed lo be recovered through M-factor capilal Funding Rate Riders.
These riders will be calculated for each rate class within each rate zone, for each of the DSp
years, to reflect the particular M-factor projects that go into service in the conesponding rate
zone in the relevant year. These rale riders will remain in place until rebasing and wll thereby
be cumulalive in that, by 2024, customers would be charged the M-factor riders applicable to
their rate class/rate zone for each of the five preceding years. ln 2024, when all of the M-factor
riders would be in effect, Alectra Utilities' total capital revenue requirement associated with the
M-factor funding request, reflective of all DSp years, would be $21.gMM. This is shown in

Exhibit 2, Tab 1, Schedule 3 at p. 16, with detailed calcutations in Exhibit 5, Attachment 3, and
as revised for a 'typo' noted in Alectra utililies' response to G-slaff-1. The resulling M-factor
capital Funding Rate Riders are presented, for each year by rate zone, and for each customer
class, on pages 18-'19 of Exhibit 2,Tab i, Schedule 3.

M-factor Funding Amounts Relate to specific and ldentifiable capital lnvestments
The proposed MJactor will provide funding for a specific and identifiable set of planned capital

investments that are contemplated in the DSp ("M-factor projects"). M-factor projects relate to

specific rate zones, or in some cases to multiple rate zones. A breakdown of the total planned

capital expenditures for M-factor Pro,iecls by rate zone and by year is provided in Exhibit 5,

Attachment 3, p. 1. A breakdown by rate zone of the individual M-factor projects is provided in

Alectra utilities' responses to G-staff-4-1 through G-staff-4-6. ln total, there are 194 individual

M-factor Projects that the company proposes for funding through the M-factor.

As is the case for all of its capital investment needs, including those to be funded through base

rates and those that are proposed to be funded through the M-factor, Alectra Utilities identified-

its capital investment requirements through the DSP investment planning process. This process

included: multiple rounds of customer engagement, assel condition and needs assessment;

identification of options; business case development; risk/value assessment and investment
prioritization and optimization using the Copperleaf C55 software syslem.

Through this process, Alectra Utilities prioritized all of its identified investment needs so as to

develop a portfolio of inveslments that provides maximum value, while meeting various needs.
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This was done by considering factors such as: compriance requirements; safety risks;
environmental risks; regulatory risks; reliability impacts; and customer service benefits and
costs. Higher value investments are funded through base rates lo the extent that such fundtng
is available. where funding through base rates is nor available, invesrmenrs would be funded
through the proposed l\il-factor. while the investments to be funded through the M-factor would
therefore be those considered to be of rower varue relatrve to those that would be funded by
base rates, they are of a higher value relative to the numerous other potenlial investment needs
that Alectra Utilities identified bul did not ultimately include in its capital investment plan. The M-
factor Projects are considered to be important investments that need to be executed during the
DSP pla nning period.

M-factor Riders are calculated with Reference to specific and ldentifiable lnvestments
As specified in Exhibit 2, Tab 1, schedule 3 at p. 16, the proposed M-factor capital Fundrng
Rate Riders have been calculated based on specific M-factor Projects that are contemplated in
the DSP for the corresponding rate zones during particular years. At p. 15 of thar schedule,
Alectra utilities states that, while the l\il-factor riders are calculated based on specific
investments, they "are not tied to those specific inveslments". This means that the M-facror
riders would provide Alectra utilities with an envelope of capital funding. while the company
plans to execute all of the individual M-factor projects as planned within the DSp period, to
effectively implement the DSp, Alectra utilities requires the ability to accommodate changing
circumstances that may require some work to be accelerated and other work to be defened.
For inslance, this may result in a parlicular lM-factor project in one rale zone being deferred to
accommodate the acceleralion of a different l\il-factor Project in the same or a different rate
zone. As discussed below, such deviations from plan wll be tracked in the clvA over the five_
year DSP period to enable any necessary true-ups al the end of this period as between Alectra
Utilities and its customers, and as between rate zones.

Amounts will be Recorded in CIVA Annually
As described in Exhibit 2, Tab i, schedule 4, Alectra utilities is proposing to establish a clvA
fot the 2020-2024 period to track the difference between capital funding provided through the M-
factor and the actual revenue requirement for M-factor Pro.iects placed into service during this
period. The clvA is proposed as a symmetrical account and would include rate zone-specific
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sub-accounts to enable tracking of inveslments for each rate zone. while Alectra utilities would
record amounts in the clVA (including the relevant sub-accounls) on an annual basis, it wourd
not seek to dispose of any amounts recorded in the accouni until the conclusion of the DSp
planning period. As identified above, tracking amounts in the clVA during the 2020-2024 peiod
will enable any necessary lrue-ups at the end of this period to ensure fairness as between the
company and its cuslomers, and as between rate zones.

Each year during the 2020-2024 period, Alectra Utilities would track the revenue requirement
impacts of the individual M-factor projecls that it puts into service in each rate zone and
compare these to the revenue requirement impacts that M,ere expected for that rate zone in that
year in calculating the M-Factor capital Funding Rate Riders. Any variances, including those
attributable to differences in depreciation expense and return on capital due to the timing of M-
factor Projects, would be recorded in the relevant sub-account for that year. Alectra Utilities
would also documenl the reasons for any such variances, vvhich might include that the actual
costs of execution are higher or lower than planned, that the scope of an M-factor project

needed to be changed, that a particular M-factor Project is deferred or that a particular M-factor
Poect is accelerated.

clvA will be Trued-up and cleared at the End of the 5-year DSp pranning period

Through the CIVA true-up process, Alectra Utilities will be able to ensure fairness as between its

shareholders and its customers, as well as among customers in its various rate zones. At the
end of the five-year DSP period, Alectra Utilities will assess the impacts of the variances that
have been recorded in the clvA in each of the prior five years. The company will identify any
revenue requirement impacts resulting from differences bet\ /een proposed and actual levels of
M-factor investments, by rate zone. ln doing so, the company will be able to determine whether
it may have over-collected or under-recovered, as well as whether customers in any particular
rale zone may have overpaid or underpaid, relative to the specific M-factor projects that were
actually put into service and when they were put into service in their rate zone.

lf on an overall basis Alectra Utilities has over-collected relative to the M-factor projects that it
has actually put rnto service, then it would propose to return the difference to cusromers by
calculating negative rate riders for each rate zone that are reflective of the differences between
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planned and actual investments in each rate zone. For example, if instead of investing $265MM
the company only puts $215MM into service and the difference is attributed to g40MM of
planned M-factor Projects not being completed in one rate zone and $10MM of planned M-

factor Projects not being completed in another rate zone, then the revenue requirement impact
of the $40MM would be relurned to customers in the first rale zone, lhe revenue requiremenl
impact of the $10MM would be relurned to cuslomers in the second rate zone, and there would
be no adjustments for the remaining rate zones.

lf on an overall basis Alectra Utilities has under-recovered relalive to the M-factor projects that it
has actually put into service, then it would propose to recover the difference from customers by
calculating rate riders for each rate zone, similar lo the example above, that are reflective of the
differences between planned and actual investments in each rale zone. while this aspect is a
key element of what makes the proposed clvA "symmetrical", it is important to note that the
clVA would, in this respect, not be entjrely symmetrical. This is because the company,s ability
lo recover additronal amounts from customers through the clVA irue-up would be limited to the
revenue requirement associated with incremental capital in-service of $g.3MM. This amount
represents the difference between the $265MM of proposed lvl-factor funding and the

$274.3MM maximum MJactor eligible capital amount that, as described above, has been

calculated based on the ICM materiality threshold. lt is important to recognize that an additional

$9.3MM of capital in service would have a revenue requirement impact of approxlmately

$0.8MM. As such, the clvA would be symmetrical for purposes of recording amounts in the

account on an annual basis bul, overall, it is only symmetrical to the extent of the maximum M-

factor eligible capital amount.

It is also important to recognize that, in circumstances where Alectra Utilities has under-

recovered relative to the level of investment it actually puts into service and it seeks additional

recovery from customers for the revenue requirement impact of up to g9.3MM of additional

capital in service by means of the clVA true-up, the company's ability to recover such additional
amounls would be subject to a prudence review by the oEB. Alectra utilities expecls that the

evidence it would provide to the OEB to enable such prudence review would include details of
the specific drivers of the variances that have contributed to the incremental amount not funded

by the M-factor riders. For example, this might include explanations as to why the costs of
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certain M-factor Projecls were higher than forecasted, why the scope of certain M-factor

Projects needed to be expanded or why the timing of certain M-factor Projects changed relative

to plan and how those timing changes had the effect of increasing the revenue requirement (i.e.,

by incurring additional depreciation expense or return on capital).

On an overall basis, vvhether or not Alectra Utilities over- or under-recovers M'factor amounts,

the CIVA true-up process will enable the company to ensure fairness as between cuslomers in

different rate zones. Specifically, through the tracking of variances in the account, Alectra

Utilities will be able to identify any revenue requirement impacts particular to each rate zone. lf

customers in a particular rate zone have overpaid or underpaid relative to the M-factor related

capital actually put into service in their rate zone during the DSP period (which could occur as a

result of shifting the timing of specific M-factor Projects, due to the need to expand or reduce the

scope of an M-factor Pro.iects, or in the event a planned M-factor Projects is not put into service

during the DSP period), then those differences would be addressed through rtders that would

effectively redistribute amounts as between rale zones to ensure the costs of M-factor Projects

are appropriately borne by customers in the rate zones that are benefiting from those

investments.

No Approval or PartialApproval of M-factor Funding Will Adversely lmpact Reliability

ln the event that the OEB does not approve the proposed incremental capital funding through

the M-factor, or the OEB only provides approval for a portion of the proposed incremental

capital funding through the M-factor, it is generally expected that this would result in a growing

population of deteriorated assets, declining reliability and a "snowplovy'' of capital costs lhat will

need to be borne by future generations of Alectra Utilities' customers (KP1.1, Slide 24; Exhibit 4,

Tab 1, Schedule 1, Section 5.0.1, p. 12). As a further consequence, the company would be

expected to incur a grealer volume of more expensive reactive capital investment needs due to

the need to respond to more frequent asset failures. This more costly approach to system

investment would further erode the capital available for planned investments, thereby

exacerbating the snowplow effecl. The company would need to consider any such decision of

the OEB in ils full context before it determines which investments, if any, would be able to

proceed on a planned basis and which would not.

ln response to lhe specific questions in this G-Staff-9:
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a) Confirmed. Please see Alectra Utilities' response, above.

b) Please see Alectra Utilities' response, above.

c) Nol confirmed. Alectra Utilities wilt use all reasonable efforts lo track approved M-factor

Poects at a project level and by rate zone. Please see Alectra Utilities' response above.

d) Please see Alectra Utilities' response, above.

Alectra Utilities' proposed M-factor rate nders included in this Application are based on a

proposed list of M-factor Projects that have been identified by rate zone. The rate riders are

based on the proposed level of M-factor capital for the respective rate zone. Therefore,

Alectra Utilities proposes to true-up the CIVA by rate zone at the end of the DSP term.

Please see Alectra Utilities' response, above.

Alectra Utilities is not proposing to dispose of the CIVA annually. Please see Alectra

Utilities' response, above.

e)
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