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November 4, 2019 
 
Kirsten Walli 
Board Secretary 
Ontario Energy Board 
PO Box 2319 
2300 Yonge Street, Suite 2700 
Toronto ON M4P 1E4 
 
 
Dear Ms. Walli: 
 
Re: E.L.K. Energy Inc. 
 Distribution License ED- ED-2003-0015 

2020 Incentive Regulation Mechanism (“IRM”) Distribution Rate 
Application EB-2019-0029 

 
 
In accordance with the instructions released by the Ontario Energy Board (“ the 
Board”) dated July 15, 2019, E.L.K. Energy Inc. (“E.L.K.”) submits its application 
for approval for 2020 incentive regulation mechanism based on rates effective 
May 1, 2020.   
 
An electronic copy of this Application has been filed with the Board RESS Filing 
System and two (2) hard copies have been sent to the Board Secretary as well 
as a PDF copy of the current Tariff Sheet.  We would be pleased to provide any 
further information or details that you may require relative to this application. 
 
Please do not hesitate to contact myself if I can be of further assistance. 
 
Regards 
 
 
Mark Danelon, CPA, CA 
Director, Finance & Regulatory Affairs 
Telephone  (519) 776-5291 ext 204 
Fax   (519) 776-5640 
Email  mdanelon@elkenergy.com 
www.elkenergy.com 
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APPLICATION 
 
IN THE MATER OF the Ontario Energy Board Act, 1998, S.O. 1998, C15 
(Schedule B); 

 
AND IN THE MATTER OF an application by E.L.K. Energy for an order or 
orders approving or fixing just and reasonable distribution rates and other 
charges, to be effective May 1, 2020. 
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CONTACT INFORMATION 
 
The contact for this Application is: 
 
Mark Danelon, CPA, CA 
Director, Finance & Regulatory Affairs 
E.L.K. Energy Inc. 
172 Forest Ave 
Essex, ON N8M 3E4 
 
 
Telephone  (519) 776-5291 ext 204 
Fax   (519) 776-5640 
Email  mdanelon@elkenergy.com 
www.elkenergy.com 
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CERTIFICATION OF EVIDENCE 

 
 

E.L.K. confirms to the best of our knowledge, robust processes and internal 
controls are in place for the preparation, review, verification and oversight of the 
deferral and variance account balances being disposed.  E.L.K. certifies to the 
best of our knowledge that the evidence filed in E.L.K.’s 2020 IRM Application is 
accurate, consistent and complete to the best of our knowledge or belief. 

 
 
Respectfully submitted, 
 
 
 
Mark Danelon, CPA, CA 
Director, Finance & Regulatory Affairs 
Telephone  (519) 776-5291 ext 204 
Fax   (519) 776-5640 
Email  mdanelon@elkenergy.com 
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MANAGER’S SUMMARY 
 

1. Application 
 
The Applicant, E.L.K. carries on the business of distributing electricity within the 
Towns of Essex, Lakeshore and Kingsville as described in its distribution license. 
Within these towns, which cover a large geographic area in Southwestern 
Ontario, E.L.K. has six non-contiguous service areas, serving the communities of 
Belle River, Comber, Cottam, Essex, Harrow and Kingsville.  These are the 
customers that will be affected by the application. 
 
E.L.K. hereby applies to the Board for approval of its 2020 Distribution Rate 
adjustments effective May 1, 2020.  E.L.K. applies for an order approving the 
proposed distribution rates and other charges as set out in this application as just 
and reasonable rates and charges pursuant to Sect 78 of the OEB Act. 
 
The Board issued file number EB-2019-0029 to E.L.K. for the 4th Generation IRM 
adjustment. 
 
Unless otherwise identified in the Application, E.L.K. has relied on Chapter 3 of 
the OEB’s Filing Requirements for Electricity Distribution Rate Applications dated 
July 12, 2018 (the “Filing Requirements”) in order to prepare this application. 

E.L.K. requests this application be disposed by way of a written hearing. 

In preparation of this application, E.L.K. used the 2020 IRM Rate Generator 
Model updated on August 8, 2019.  E.L.K. confirms the pre-populated tariff of 
rates and charges, load and customer data, and Group 1 balances as reported 
through E.L.K.’s RRR filing are correct in this 2020 IRM Rate Generator Model. 
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2. Annual Price Cap Adjustment Mechanism 
 
As per Board policy (Chapter 3) of the filing requirements, distribution rates are to 
be adjusted according to the Annual Adjustment Mechanism as presented 
through the Board’s Rate Generator model.  E.L.K. understands as part of its 
settlement proposal for EB-2016-0066, the “parties agree that rates for the test 
year should be established using the OEB’s Annual IR Index methodology rather 
than a standard 4th Generation forward test-year cost of service basis.  Going 
forward, rates will be set using the OEB’s Annual IR Index in a manner consistent 
with the RRFE until such time as E.L.K. Energy brings forward a new forward 
test-year cost of service rebasing application.” 
 
As a result, for the purposes of preparing the 2020 rate application, the Board 
expects E.L.K. to use a proxy for the price cap adjustment.  The price cap index 
is 0.6%.  The price cap index is based on the following default values: 
 
Price Cap Index 
 
Price Escalator (GDP-IPI)      1.50% 
Less Productivity Factor      0.00% 
Less Stretch Factor (Highest 4 Gen Stretch Factor)  0.60% 
 
Price Cap Index    0.90% 
 
E.L.K. understands that the Board will update E.L.K.’s IRM Rate Generator 
model once updated rate-setting parameters are issued.  
 
 

3. Revenue to Cost Ratio Adjustment 
 
There are no revenue to cost ratio adjustments required other than those 
provided under Section 4- Rate Design for Residential Electricity Customers. 
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4. Rate Design for Residential Electricity Customers 
 
On April 2, 2015, the OEB released Board Policy, EB-2014-0210, A New 
Distribution Rate Design for Residential Electricity Customers.  The report 
required that electricity distributor’s transition to a fully fixed monthly distribution 
service charge for residential customers over a four year period beginning in 
2016.  Tab 16 of E.L.K.’s 2020 IRM rate generator model calculates an increase 
of the existing monthly fixed charges by the Price Cap Index of .90% for all rate 
classes.  These adjustments ensure E.L.K. is in compliance with the Board’s 
policy in EB-2014-0210.   
 
Effective May 1, 2019 (EB-2018-0027) E.L.K. moved to a 100% fixed rate for 
residential customers.   
 
E.L.K. requests that the Board approve the adjustments to the fixed and charges 
as identified above and in the 2020 Price Cap IR model.  E.L.K. does not request 
any further revenue to cost ratio adjustments as part of this application. 
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5. Electricity Distribution Retail Transmission Service Rates (“RTSR”) 
Adjustments 

 
In reference to Board Guideline G-2008-0001 – Electricity Distribution Retail 
Transmission Service Rates, issued October 22, 2008 and with revisions up to 
June 28, 2012 (Revision 4.0.), E.L.K. is applying for an adjustment of its Retail 
Transmission Service Rates based on a comparison of historical transmission 
costs adjusted for new UTR levels and revenues generated from existing RTSRs.  
This approach is expected to minimize variances in the USoA Accounts 1584 
and 1586. 
 
E.L.K. has used the 2020 RTSR Adjustment worksheets embedded into the IRM 
Rate Generator to determine the proposed RTSR adjustments.  The table below 
details the new RTSR rates.  
 
 

 
 
 
 
 
 
 
 

Rate Class Rate Description Unit

Proposed 

RTSR-

Network

Residential Service Classification Retail Transmission Rate - Network Service Rate $/kWh 0.0075

General Service Less Than 50 kW Service Classification Retail Transmission Rate - Network Service Rate $/kWh 0.0066

General Service 50 To 4,999 kW Service Classification Retail Transmission Rate - Network Service Rate $/kW 2.7554

Unmetered Scattered Load Service Classification Retail Transmission Rate - Network Service Rate $/kWh 0.0066

Sentinel Lighting Service Classification Retail Transmission Rate - Network Service Rate $/kW 2.0883

Street Lighting Service Classification Retail Transmission Rate - Network Service Rate $/kW 2.0782

Embedded Distributor Service Classification Retail Transmission Rate - Network Service Rate $/kW 2.7554

Rate Class Rate Description Unit

Proposed 

RTSR-

Connection

Residential Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kWh 0.0059

General Service Less Than 50 kW Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kWh 0.0051

General Service 50 To 4,999 kW Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kW 2.0903

Unmetered Scattered Load Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kWh 0.0051

Sentinel Lighting Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kW 1.6511

Street Lighting Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kW 1.6170

Embedded Distributor Service Classification Retail Transmission Rate - Line and Transformation Connection Service Rate $/kW 2.0903
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6. Review and Disposition of Group 1 Deferral and Variance Account 

Balances 

Chapter 3 of the Board’s Filing Requirements for Electricity Distribution Rate 
Applications, Report of the Board on Electricity Distributors’ Deferral and 
Variance Account Report (the “EDDVAR Report”) provides that under the Price 
Cap IR, the distributors’ Group 1 audited account balances will be reviewed and 
disposed of if the pre-set disposition threshold of $0.0010 per kWh (debit or 
credit) is exceeded.  Distributors are required to file in their application group 1 
balances as of December 31, 2018 to determine if the threshold has been 
exceeded. 

E.L.K. has completed the Board’s 2020 IRM Rate Generator – Sheet 3 Continuity 
Schedule and has projected interest to April 30, 2020 on the December 31, 2018 
balances. Actual interest has been calculated based on the Board’s prescribed 
rates.  Forecasted interest for the period January 1, 2020 to April 30, 2020 is 
based upon the last Board prescribed rate of 2.18%. 

E.L.K. confirms that the disposition of residual balances for vintage Account 1595 
have only been requested once the disposition balance is a year after the rate 
rider’s sunset date has expired and the balances have been externally audited. 

The threshold test shown in Sheet 4 Billing Det. for Def-Var indicates a total 
claim per kWh of $0.00104 which exceeds the threshold of $0.001 per kWh 
(debit or credit). As a result, E.L.K. is seeking to dispose its Group 1 deferral and 
variance account balances in this application. The total amount requested for 
disposition is a debit to E.L.K. of $247,594. 

E.L.K. is proposing a rate rider recovery period of one-year.  

The detailed calculations supporting the requested amount for disposition and 
the proposed rate riders are provided in Sheets 3, 4, 5 and 7 of the Board’s 2020 
IRM Rate Generator. 
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7. Global Adjustment 

As part of E.L.K.’s EB-2016-0066 settlement proposal, the parties agreed with 
E.L.K.’s request for approval for disposition of the balance of its Group 1 deferral 
and variance accounts with the exception of accounts 1588 and 1589.  These 2 
accounts 1588 and 1589 will be included as part of the regulatory audit 
discussed in the Summary of the approved settlement proposal.  This will be 
identical to the 2017 and 2018 final Annual IR filing E.L.K. submitted.  As such 
there will be no requested disposition of 1588 and 1589.  Below is some 
additional information concerning GA. 

E.L.K. confirms the following with respect to the monthly billing of the GA: 

 E.L.K. bills all non-RPP customers on the 1st estimate of the GA provided 
by the IESO. 

 E.L.K. bills all customers on a monthly basis. 

 E.L.K. confirms where a billing spans more than one month; the GA billing 
rate is pro-rated based on the consumption for the blended months. 

 E.L.K. creates new GA billing rates for each consumption month in our 
billing system which enables the correct allocation of both consumption 
and GA rates if a customer is billed for consumption spanning over a 
calendar month. 

 E.L.K. confirms the GA rate is applied consistently for all billing and 
unbilled revenue transactions for non-RPP Class B customers in each rate 
class. 

Description of Settlement Process 

E.L.K. completes and files the “Regulated Plan vs. Market Price – Variance for 
Conventional Meters” and “Regulated Price Plan vs Market Price- Variance for 
Smart Meters” data submission with the Independent Electricity System Operator 
(“IESO”) by the fourth business day of each month as required.  E.L.K. calculates 
the wholesale metering data for the month, adding our FIT and MicroFIT 
customer consumption to the wholesale metering data and then deducts those 
customers who are not on the Regulated Price Plan (RPP).  The remaining 
consumption data in each month submission represents the RPP consumption.  
The previous month actual RPP consumption is used as an estimate for the 
current month allocation to each TOU and RPP block. 
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The monthly data submission to the IESO uses the 1st monthly estimate of the 
Global Adjustment (“GA”).  When E.L.K. receives the IESO invoice on the tenth 
business day of the following month, the actual GA charged is reconciled to the 
estimate which was previously filed.  The calculated difference is then adjusted in 
the following month’s data submission. 

 

8. Capacity Based Recovery (CBR) 

 
E.L.K. has only one Class A customer that began July 1, 2017.  There is no 
variance of 1580 WMS (Class A) as what E.L.K. is charged by the IESO is also 
what is charged directly to the one Class A customer.  The relevant tabs have 
been completed within the 2020 IRM Model.  E.L.K. has separated out the Class 
A and Class B CBR charges and revenue. 
 
Class A customers are billed using their peak demand factor (PDF) multiplied by 
the actual total monthly Global Adjustment published by the IESO. Since the 
IESO bills based on the same methodology, the amount billed to Class 
A customers is equal to the amount charged by the IESO for Class A Global 
Adjustment 
(charge type 147). A monthly check is done to ensure that the amount billed to 
Class A customers equals the amount billed by the IESO for Class A Global 
Adjustment.  

9. LRAM Variance Account 

E.L.K. is not requesting disposal of the LRAM variance at this time. 

10. Shared Tax Savings 

The Board determined there would be a 50/50 sharing of the impact of currently 
known legislative tax changes.  E.L.K. has completed the shared tax savings 
worksheets to calculate if there are savings due to ratepayers as a result of 
corporate tax savings implemented since the 2012 COS Application filed by 
E.L.K. E.L.K. has input the 2012 COS Application data into Sheet 8 of the 2020 
IRM Rate Generator Model. The model generated a 2020 tax recover of $11,659. 
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11. ICM/Z-Factor 

 
E.L.K. is not applying for recovery of Z-factor or an ICM in this proceeding. 
 
 

12. Specific Service Charge, Allowances and Loss Factors 
 
 
E.L.K. is applying to continue the current Specific Charges and Loss Factors as 
approved by the Board EB-2018-0027. 
 
On September 6, 2018 the board released EB-2017-0183 for phase one of the 
review of customer service rules for utilities.  E.L.K. has determined the following 
rates need to be removed from the Tariff of Rates and Charges 
 

 Specific Service Charge - Collection of account charge 

 Specific Service Charge  - Install/remove load control device 
 
 
 
 

13. MicroFIT Generator Service Charge 
 
E.L.K. is applying to continue the current monthly service charge of $5.40 as 
approved by the Board (EB-2012-0326) and amended by the Board on 
September 20, 2012. 
 

14. Certification of Evidence 
 

E.L.K. confirms to the best of our knowledge, robust processes and internal 
controls are in place for the preparation, review, verification and oversight of the 
deferral and variance account balances being disposed.  E.L.K. certifies to the 
best of our knowledge that the evidence filed in E.L.K.’s 2020 IRM Application is 
accurate, consistent and complete to the best of our knowledge or belief. 

 
15. Current and Proposed Tariff Sheets 

 
E.L.K.’s proposed and current tariff sheets are presented in the body of the 
application under Appendix I and Appendix II respectively. 
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16. Bill Impacts 

 
Bill impacts were derived for each rate class using the 2020 IRM Rate Generator 
Bill Impact calculation in Sheet 20.  A detailed listing of customer bill impacts is 
set out under Sheet 20 of the 2020 IRM Rate Generator Model. 
No rate mitigation plans are necessary as a result of the bill impacts. 
 
 
Conclusion  
 
In summary, the total bill impact for E.L.K. largest number of consumers, a 
Residential customer, with a monthly electricity consumption of 750 kWh, will be 
2.78% per month. The bill impact for a General Service Less Than 50 kW 
customer with a monthly electricity consumption of 2000 kWh, will be 2.97% per 
month. E.L.K. submits the proposed Distribution rates and other charges as set 
out in this application are just and reasonable rates and seek approval for these 
rates effective May 1, 2020.   
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APPENDIX I – CURRENT TARIFF SHEET 
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APPENDIX II – PROPOSED TARIFF SHEET 
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17. E.L.K. 2019 Rate Generator Model 
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18. GA METHODOLOGY DESCRIPTION 
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Appendix A  

GA Methodology Description   

 

1. In booking expense journal entries for Charge Type (CT) 1142 and CT 

148 from the IESO invoice, please confirm which of the following 

approaches is used: 

a. CT 1142 is booked into Account 1588. CT 148 is pro-rated based on 

RPP/non-RPP consumption and then booked into Account 1588 and 

1589 respectively. 

b. CT 148 is booked into Account 1589. The portion of CT 1142 equaling 

RPP minus HOEP for RPP consumption is booked into Account 1588. 

The portion of CT 1142 equaling GA RPP is credited into Account 

1589. 

c. If another approach is used, please explain in detail. 

d. Was the approach described in response to the above questions used 

consistently for all years for which variances are proposed for 

disposition? If not, please discuss. 

 

E.L.K. Response: 

 

E.L.K. Energy Inc. (E.L.K) books CT1142 into account 4705 and adjusts the 

difference between commodity billings and amount paid for commodity to 

account 1588.  E.L.K. books CT148 into 4707 and then the RPP portion is 

adjusted to 4705.  The difference between global adjustment billed to non-RPP 

customers and 4707 is charged to 1589.  This approach was used consistently 

for all years for which variances are proposed for disposition. 
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2. Questions on CT 1142 

a. Please describe how the initial RPP related GA is determined for 

settlement forms submitted by day 4 after the month-end (resulting 

in CT 1142 on the IESO invoice). 

 

E.L.K. Response: 

 

The initial RPP related to GA is based on actual consumption from E.L.K. CIS 

Northstar system for both RPP and non RPP customers.  The consumption data 

retrieved from Northstar is based on posted billings, and therefore, actual 

consumption data.  E.L.K. uses the GA rates from the IESO website and bills its 

customers based on the 1st estimate rate and settles with the IESO on the actual. 

 

b. Please describe the process for truing up CT 1142 to actual RPP 

kWh, including which data is used for each TOU/Tier 1&2 prices, as 

well as the timing of the true up. 

 

E.L.K. Response: 

 

The consumption amounts provided to the IESO as part of E.L.K.’s settlement 

process is from E.L.K.’s CIS, Northstar.  Similarily, consumption data from CIS is 

used to determine the RPP customers at different TOU periods or Tier 1 and Tier 

2 blocks.  A true-up calculation is completed every month for the previous 

months and is then added/subtracted from the next month’s IESO submission. 

 

c. Has CT 1142 been trued up for with the IESO for all of 2018?  

 

E.L.K. Response: 

 

Yes, CT 1142 has been trued up with the IESO for all of 2018 

 

d. Which months from 2018 were trued up in 2019? 

i. Were these true ups recorded in the 2018 or 2019 balance in 

the General Ledger? 
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E.L.K. Response: 

 

2019 includes the true-up for the month of December 2018. 

 

e. Have all of the 2018 related true-up been reflected in the 

applicant’s DVA Continuity Schedule in this proceeding? 

 

 

E.L.K. Response: 

 

Yes, E.L.K. can confirm all of the 2018 true-ups are recorded on the DVA 

schedule. 

 

 

3. Questions on CT 148 

a. Please describe the process for the initial recording of CT 148 in 

the accounts (i.e. 1588 and 1589). 

 

E.L.K. Response: 

 

E.L.K. uses actual monthly volumes obtained from the billing data within our CIS 

Northstar to determine the RPP and Non-RPP kWhs.  The Global Adjustment 

charges (CT 148) are then allocated proportionately between account 1588 and 

1589. 

 

 

 

b. Please describe the process for true up of the GA related cost to 

ensure that the amounts reflected in Account 1588 are related to 

RPP GA costs and amounts in 1589 are related to only non-RPP 

GA costs.  

 

E.L.K. Response: 

 

Consumption data from Northstar is used to determine the RPP customers at 

different TOU periods or Tier 1 and Tier 2 blocks.  A true-up calculation is 

completed every month for the previous months and is then added/subtracted for 
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the next month’s IESO submission.  E.L.K. utilizes CIS Northstar and actual 

billed data.  E.L.K. notes that because it is using actual billed data from CIS 

Northstar, the monthly true-up amounts are immaterial. 

 

c. What data is used to determine the non-RPP kWh volume that is 

multiplied with the actual GA per kWh rate (based on CT 148) for 

recording as the initial GA expense in Account 1589? 

 

E.L.K. Response: 

 

The data used to determine the non-RPP kWh volume for recording expense in 

account 1589 was actual usage data from CIS Northstar. 

 

d. Does the utility true up the initial recording of CT 148 in Accounts 

1588 and 1589 based on estimated RPP/non-RPP consumption 

proportions to actuals based on actual RPP-non-RPP consumption 

proportions? 

 

E.L.K. Response: 

 

E.L.K. uses actual consumption data to determine the recording of CT148 in 

accounts 1588 and 1589 and therefore no true-up is required. 

 

e. Please indicate which months from 2018 were trued up in 2019 for 

CT 148 proportions between RPP and non-RPP  

i. Were these true ups recorded in the 2018 or 2019 

balance in the General Ledger?  

 

E.L.K. Response: 

 

Please see above explanation 

 

f. Are all true-ups for 2018 consumption reflected in the DVA 

Continuity Schedule? 
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E.L.K. Response: 

 

Yes, E.L.K. can confirm all of the 2018 true-ups are recorded on the DVA 

schedule. 

 

 

4. Questions regarding principal adjustments and reversals on the DVA 

Continuity Schedule: 

 

Questions on Principal Adjustments - Accounts 1588 and 1589 

a. Did the applicant have principal adjustments in its 2019 rate 

proceeding which were approved for disposition? 

 

E.L.K. Response: 

 

E.L.K. confirms there were no principal adjustments in its 2019 rate proceeding 

which were approved for disposition. 

 

b. If yes, please provide a break-down of the total amount of principal 

adjustments that were approved (e.g. true-up of unbilled, true up of 

CT 1142, true up of CT 148 etc.) for each of Accounts 1588 and 

1589. 

 

E.L.K. Response: 

 

No principal adjustments or dispositions were approved. 

 

c. Has the applicant reversed the adjustment approved in 2019 rates 

in its current proposed amount for disposition?  

NB: only the principal adjustments amounts that were disposed in 

the previous proceeding should be reversed in this proceeding. For 

example, if no amount related to unbilled to billed adjustment for 

2018 consumption was included in 2019 proceeding, this amount 

should not be included as a “reversal” from previous year. 
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E.L.K. Response: 

 

No principal adjustments or dispositions were approved. 

 

d. Please confirm that the allocation of charge type 148 has been 

trued up to actual proportion of RPP/non-RPP consumption in the 

GL. 

E.L.K. Response: 

 
E.L.K. confirms that the allocation of charge type 148 has been trued up to actual 
proportion of RPP/non RPP consumption in the GL. 

 

 

 

 

 

 

 

 

 


