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2.9 EXHIBIT 9: DEFERRAL AND VARIANCE ACCOUNTS 1 

 DEFERRAL AND VARIANCE ACCOUNTS OVERVIEW  2 

NBHDL has included in this Cost of Service (“COS”) Application, a request for approval for disposition of 3 

Group 1 and Group 2 Deferral and Variance Account (“DVAs”) balances as at December 31, 2019 and the 4 

forecasted interest through April 30, 2021. NBHDL has followed the Board’s guidance in the Accounting 5 

Procedures Handbook and FAQ’s (“APH”) for recording amounts in the deferral and variance accounts. 6 

Such guidance also includes the Report of the Board on Electricity Distributors’ Deferral and Variance 7 

Account Review Initiative (“EDDVAR”).  8 

Table 9-1 contains descriptions of all the outstanding DVAs. NBHDL confirms that it has used the DVAs in 9 

the same manner described in the APH, and the account balance in Table 9-1 reconciles with the trial 10 

balance reported through the Electricity Reporting and Record-keeping Requirements and NBHDL’s 11 

Audited Financial Statements, with the exception of one noted account.12 

NBHDL has provided a continuity schedule of the Group 1 and Group 2 DVAs in Appendix 9-A of this 13 

exhibit. 14 

The forecasted interest on December 31, 2019 principal balances of the DVAs is calculated using the 15 

Board’s prescribed rate of 2.18% for the period of January 1, 2020 to June 30, 2020 and 0.57% from July 16 

1, 2020 to April 30, 2021. The interest rates by quarter for each year are provided in Table 9-2 in this Exhibit. 17 

The Group 2 accounts NBHDL will continue or discontinue to use on a go-forward basis are provided in 18 

Table 9-6 in this Exhibit. 19 

NBHDL has accepted the allocators as indicated in the EDDVAR Report and represented in the DVA 20 

Continuity Schedule Workform with one exception. NBHDL proposed a different methodology for the 21 

Residential rate class in the rate rider for the LRAMVA disposition. The information on this proposed method 22 

of disposition is provided under the “Proposed Rate Riders” section of this Exhibit.23 

NBHDL is not requesting any new accounts or sub-accounts in this COS application. However, on March 24 

25, 2020 the OEB announced the establishment of account 1509 (Impacts Arising from the COVID-19 25 

Emergency) acknowledging that Utilities may incur incremental costs as a result of the ongoing COVID-19 26 

emergency, the severity and duration of which is uncertain. A consultation on this has begun (EB-2020-27 

0133) with the objective to assist the OEB in the development of new accounting guidance. NBHDL fully 28 

supports the OEB in this initiative and continues to monitor all incremental costs related to this account 29 

throughout 2020. It is NBHDL’s position that costs may reasonably continue throughout 2021 and is 30 
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confident this will be addressed in the consultation. NBHDL will, at a later date, determine if recovery is 1 

material and appropriate.  2 

A breakdown of energy sales and cost of power expense balances, as reported in the Audited Financial 3 

Statements by NBHDL, is provided in Table 9-3. 4 

NBHDL confirms that the IESO Global Adjustment Charge is pro-rated into the RPP and Non-RPP portions 5 

included in Accounts 1588 and 1589. 6 

7 

 ACCOUNT BALANCES8 

Table 9-1 below, contains account balances from the 2019 Audited Financial Statements as at December 9 

31, 2019 and agrees to the 2019 year-end balances for RRR filing E2.1.7 Trial Balance as filed June 1, 10 

2020 with the OEB.  11 

NBHDL has used the DVAs in the same manner described in the APH. 12 
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Table 9 - 1: December 31, 2019 Audited Balances – DVAs 1 

2 

Account Description USoA #
Principal 

(Dec.31, 2019)

Interest 

(Dec.31, 2019)

Total 

(Principal & 

Interest)

2.1.7 RRR 

Balances 

(Dec.31, 2019)

Variance

Group 1 Accounts:

LV Variance Account 1550 77,229 2,234 79,463 79,463 0

Smart Metering Entity Charge Variance Account 1551 (23,601) (797) (24,398) (24,398) 0

RSVA - Wholesale Market Service Charge 1580 (758,835) (31,017) (789,852) (789,852) 0

RSVA - Retail Transmission Network Charge 1584 218,857 517 219,374 219,374 0

RSVA - Retail Transmission Connection Charge 1586 390,551 11,429 401,980 401,980 0

RSVA - Power (excluding Global Adjustment) 1588 (128,916) 3,778 (125,138) (125,138) 0

RSVA - Global Adjustment 1589 170,956 20,279 191,235 191,235 0

Disposition and Recovery/Refund of Regulatory Balances (2014) 1595 40,078 (22,476) 17,602 17,602 (0)

Disposition and Recovery/Refund of Regulatory Balances (2015) 1595 (82,887) 75,916 (6,971) (6,971) (0)

Disposition and Recovery/Refund of Regulatory Balances (2016) 1595 35,760 24,709 60,469 60,469 (0)

Disposition and Recovery/Refund of Regulatory Balances (2017) 1595 (6,258) (18,697) (24,955) (24,955) 0

Disposition and Recovery/Refund of Regulatory Balances (2018) 1595 29,138 (36,653) (7,514) (7,514) (0)

Subtotal - Group 1 Accounts (37,927) 29,222 (8,706) (8,705) 0

Group 2 Accounts:

Other Regulatory Assets - Sub-Account - OEB Costs Assessments 1508 134,463 5,224 139,687 139,686 0

Other Regulatory Assets - Sub-Account - Pole Attachment Revenue Variance 1508 (257,220) (2,870) (260,090) (260,090) 0

Retail Cost Variance Account - Retail 1518 (190,137) (10,975) (201,112) (201,112) 0

Retail Cost Variance Account - STR 1548 39,007 2,119 41,126 41,126 (0)

Subtotal - Group 2 Accounts (273,887) (6,503) (280,390) (280,389) 0

Other Accounts:

LRAM Variance Account 1568 178,129 7,857 185,986 185,986 (0)

Smart Meter Capital and Recovery Offset Variance - Sub-Account - Capital 1555 1,607 1,505 3,113 3,113 0

PILs and Tax Variance for 2006 and Subsequent Years 1592 (177,903) 0 (177,903) (177,903) 0

Subtotal - Other Accounts 1,833 9,362 11,196 11,196 (0)

Total (309,981) 32,081 (277,900) (277,899) (0)
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 ADJUSTMENTS TO DEFERRAL AND VARIANCE ACCOUNTS 1 

NBHDL confirms that is has not made any adjustments to the DVA balances previously approved for 2 

disposition on a final basis.3 

(a) LRAM Variance Account - 1568 - $88,331 4 

In its 2020 IRM filing (EB-2019-0057), NBHDL filed an updated LRAMVA application for disposition of lost 5 

revenues from CDM programs from 2015-2018. The resultant disposition totaled $274,497. The adjustment 6 

to account 1598 of $88,331 is to reflect the difference between the approved disposition and the reported 7 

total of $185,986. 8 

(b) 1592 PILs and Tax Variance 9 

NBHDL has included the PILs and Tax Variance from the Accelerated Investment Initiative in account 1592 10 

for 2019’s variance. The RRR 2.1.7 account balance included 100% of this impact for 2019 and partial 11 

amounts for the transition in 2018 based on the effective date of the change in November 2018. As part of 12 

this application NBHDL is proposing to share the impacts of this tax change on a 50/50 basis between 13 

ratepayers and NBHDL. As such, NBHDL has recorded the amount at ($88,952) in Appendix 9-A - 2021 14 

DVA Continuity Schedule (50%) for the purpose of disposition. 15 

(c) 1568 LRAM Variance Account 16 

NBHDL is seeking a further recovery of lost revenues related to CDM programs. The details of which are 17 

found in Exhibit 4, Sections 2.4.6.1 and 2.4.6.2. To facilitate this, NBHDL has recorded the relevant amount 18 

of $242,994 under “Principal Adjustments during 2019” column Tab 2b of Appendix 9-A - 2021 DVA 19 

Continuity Schedule.20 

2020 Forecasted Changes 21 

The following accounts as presented for disposition in Appendix 9-A - 2021 DVA Continuity Schedule do 22 

not match the 2.1.7 RRR for 2019 due to NBHDL forecasting 2020 principal balances as part of this 23 

application: 24 

 1508 Other Regulatory Asset – Sub Account – Cost Assessment Variance 25 

 1508 Other Regulatory Asset – Sub Account – Pole Attachment Variance 26 

 1518 Retail Cost Variance Account 27 

 1548 Retail Cost Variance Account-STR 28 
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NBHDL notes that 2019 year-end balances for these accounts do agree the 2.1.7 RRR, however in order 1 

to request clearing of 2020 forecasted balances, NBHDL included these amounts in the “Principal 2 

Adjustments during 2019” column Tab 2b of Appendix 9-A. This created variances for explanation in Tab 3 3 

discussed further below. 4 

 INTEREST RATES APPLIED 5 

Table 9-2 below, provides the Board’s prescribed interest rates starting from 2014 Q1 onward. Interest is 6 

calculated monthly based on the opening monthly principal balances. 7 

In accordance with the filing requirements, the most recent posted interest rate (0.57% for Q3 of 2020) has 8 

been used to forecast carrying charges to April 30, 2021. 9 

Table 9-2 below provides the interest rates by quarter that are applied to calculate actual and forecast 10 

carrying charges for each regulatory and variance account. 11 
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Table 9 - 2: Interest Rates Applied to Deferral and Variance Accounts 1 

2 

 ENERGY SALES AND COST OF POWER3 

The sale of energy is a flow through revenue and the cost of power is a flow through expense. Energy sales 4 

and the cost of power expense by component are presented in Table 9-3 below, as reported in the Audited 5 

Financial Statements and the USoA within the RRR filing 2.1.7. NBHDL has no profit or loss resulting from 6 

the flow through of energy revenues and expenses. Any temporary variances are included in the RSVA 7 

balances. 8 

Interest Rate

Q1 2014 1.47%

Q2 2014 1.47%

Q3 2014 1.47%

Q4 2014 1.47%

Q1 2015 1.47%

Q2 2015 1.10%

Q3 2015 1.10%

Q4 2015 1.10%

Q1 2016 1.10%

Q2 2016 1.10%

Q3 2016 1.10%

Q4 2016 1.10%

Q1 2017 1.10%

Q2 2017 1.10%

Q3 2017 1.10%

Q4 2017 1.50%

Q1 2018 1.50%

Q2 2018 1.89%

Q3 2018 1.89%

Q4 2018 2.17%

Q1 2019 2.45%

Q2 2019 2.18%

Q3 2019 2.18%

Q4 2019 2.18%

Q1 2020 2.18%

Q2 2020 2.18%

Q3 2020 0.57%

Q4 2020 Forecast 0.57%

Q1 2021 Forecast 0.57%

Q2 2021 Forecast 0.57%

Q3 2021 Forecast 0.57%

Q4 2021 Forecast 0.57%

Period
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Table 9 - 3: Energy Revenue and Cost of Power Expenses 1 

2 

NBHDL notes that in 2019, LV Charges and Wholesale Market Service Charges revenues and expenses 3 

have offsetting variances of $10,023 as reported the RRR filing 2.1.7. This has been corrected in 2020 and 4 

the offsetting allocation has no bearing in this disposition as both the low voltage and WMS RSVAs have 5 

the same billing determinant for disposition. 6 

7 

NBHDL confirms that it has not made a profit or loss on commodity sales. 8 

9 

10 

11 

12 

Account Description USoA # 2015 Actual 2016 Actual 2017 Actual 2018 Actual 2019 Actual

ENERGY REVENUE:

Residential Energy Sales 4006 (18,794,175) (20,442,725) (17,557,147) (16,136,561) (17,379,985)

Commercial Energy Sales 4010 (8,327,148) (9,285,813) (8,005,011) (7,318,155) (7,765,292)

Street Lighting Energy Sales 4025 (181,314) (222,505) (210,200) (216,240) (229,155)

Sentinel Energy Sales 4030 (36,070) (17,044) (12,291) (10,253) (10,335)

General Energy Sales 4035 (20,928,541) (23,401,301) (22,120,330) (22,410,002) (23,344,198)

Energy Sales for Resale 4055 (1,654,267) (877,339) (813,727) (1,175,898) (922,682)

Wholesale Market Service Charges 4062 (2,053,846) (2,358,146) (1,938,702) (1,421,714) (1,880,903)

Network 4066 (3,516,848) (3,234,511) (3,008,660) (3,212,769) (3,207,041)

Connection 4068 (2,767,682) (2,686,322) (2,527,240) (3,002,438) (3,013,409)

Low Voltage 4075 (26,789) (34,093) (28,294) (34,267) (34,449)

Smart Meter Entity Charge 4076 (223,282) (222,783) (222,392) (144,677) (159,570)

TOTAL ENERGY REVENUE (58,509,961) (62,782,581) (56,443,994) (55,082,974) (57,947,018)

COST OF POWER EXPENSES:

Power Purchased 4705 33,180,673 33,400,156 29,218,002 29,058,367 29,045,952

Global Adjustment 4707 16,740,842 20,846,571 19,500,705 18,208,743 20,605,694

Wholesale Market Service 4708 2,053,846 2,358,146 1,938,702 1,421,714 1,870,880

Network 4714 3,516,847 3,234,511 3,008,660 3,212,768 3,207,041

Connection 4716 2,767,682 2,686,322 2,527,240 3,002,438 3,013,409

Rural Rate Assistance Expense 4730 - - - - -

LV Charges 4750 26,789 34,093 28,294 34,267 44,472

Smart Meter Entity Charge Total 4751 223,282 222,783 222,392 144,677 159,570

TOTAL COST OF POWER EXPENSES 58,509,961 62,782,581 56,443,994 55,082,974 57,947,018

NET INCOME (0) 0 0 (0) (0)
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 ACCOUNT 1575, IFRS-CGAAP TRANSITIONAL PP&E AMOUNTS 1 

NBHDL completed the transition to MIFRS in 2015 and recorded the transitional impact of losses on 2 

disposal in Account 1575 at that time; the rate rider to account for this expired in June 2017. There are no 3 

further transitional impacts to include in the 2021 Test Year in this deferral account, thus, NBHDL has not 4 

completed Appendix 2-EA. 5 

6 

 RETAIL SERVICE CHARGES 7 

This application includes a request to disposition the balance forecasted to December 31, 2020 plus interest 8 

to April 30, 2021 for Account 1518 and Account 1548 in the net amount of ($181,381). Table 9-4 provides 9 

the account balances of account 1518 Retail Cost Variance Account (“RCVA”) Retail and account 1548 10 

RCVA STR.  11 

Table 9 - 4: Account Balances – Acct 1518 & Acct 1548 12 

13 

NBHDL’s materiality level for the 2021 Test Year is $75,000 and the detailed calculation of NBHDL’s 14 

materiality level is provided in Exhibit 1, Section 2.1.4.4. As the balance in Account 1518 exceeds NBHDL’s 15 

materiality threshold, NBHDL has provided the drivers for the balances in Account 1518 and Account 1548 16 

in a schedule of revenues and expenses that are incorporated into the variances for 2014 to 2019 in Table 17 

9-5 below. NBHDL disposed of the 2015 balances in these accounts in its 2015 COS application, EB-2014-18 

0099, and the 2021 request for disposition is for activity in the accounts from January 2015 through to 19 

December 2020, plus carrying charges. The costs incorporated into the variances are the costs NBHDL 20 

considers incremental to providing retail services and follow Article 490 of the APH. 21 

Description USoA #

Principal, 

December 31, 

2019

Interest, 

December 31, 

2019

Total 

Principal & 

Interest

2.1.7 RRR 

Balances as 

at December 

31, 2019

Variance to 

2.1.7 RRR
Forecast 2020

Interest, 

January 1, 

2020 - April 

30, 2021

Total Claim

Retail Cost Variances, Retail 1518 (190,137) (10,975) (201,112) (201,112) - (23,672) (3,121) (227,905)

Retail Cost Variances, STR 1548 39,007 2,119 41,126 41,126 - 4,770 627 46,523

Total Retail Cost Variance Accounts (151,130) (8,856) (159,986) (159,986) - (18,902) (2,493) (181,381)
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Table 9 - 5: Schedule of Revenues & Expenses – 2014 – 2020 1 

2 

Description 2014 2015 2016 2017 2018 2019 2020

Total 

Principal- 

2021 Claim

RCVA, Retail - Acct 1518

Revenues - USoA 4082 - Retail Services Revenue:

Establishing Service Agreements - Fixed Charge (3,840) (4,300) (3,980) (3,880) (4,080) (6,800) (6,683) (33,563)

Establishing Service Agreements - One-Time Set-Up (100) (200) - (100) - - (400)

Establishing Service Agreements - Variable Charge (29,562) (28,640) (24,868) (19,924) (16,426) (12,028) (11,821) (143,269)

Distributor Consolidated Billing (6,473) (6,272) (5,446) (4,363) (3,597) (5,258) (5,168) (36,577)

Total Revenues (39,975) (39,411) (34,294) (28,267) (24,103) (24,087) (23,672) (213,809)

Total RCVA, Retail (39,975) (39,411) (34,294) (28,267) (24,103) (24,087) (23,672) (213,809)

RCVA, STR - Acct 1548

Revenues - USoA 4084 - Service Transaction Requests (STR): (497) (393) (328) (265) (234) (415) (420) (2,550)

Total Revenues (497) (393) (328) (265) (234) (415) (420) (2,550)

Expenses - USoA 5315 - Customer Billing:

EBT Hub & Settlement Costs 9,232 9,232 6,755 5,520 5,265 5,134 5,189 46,327

Total Expenses 9,232 9,232 6,755 5,520 5,265 5,134 5,189 46,327

Total RCVA, Retail 8,736 8,839 6,427 5,256 5,031 4,719 4,770 43,777

NET TOTAL (31,240) (30,573) (27,867) (23,011) (19,072) (19,368) (18,902) (170,032)
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 DISPOSITION OF DEFERRAL AND VARIANCE ACCOUNTS1 

ACCOUNTS SUBMITTED FOR DISPOSITION 2 

NBHDL requests ($419,923) as detailed in the Table 9-6 for disposition in this application.  3 

NBHDL has followed the guidelines in the Report of the Board and requests disposition over a one-year 4 

period. NBHDL has provided a continuity schedule of the accounts listed below in Appendix 9-A of this 5 

Exhibit.  6 

NBHDL is requesting the disposition of the following Group 1 Accounts, Group 2 Accounts and Other 7 

Accounts as shown in Table 9-6 below. These amounts are comprised of the audited balances as of 8 

December 31, 2019, adjustments as referenced in the sections “2020 Forecasted Claims”, “2019 9 

Disposition Amount Changes”, and the forecasted interest through April 30, 2021.10 

NBHDL confirms that the account balances, listed in Table 9-6, proposed for disposition before the 11 

projected interest are consistent with the last Audited Financial Statements and reconcile with the trial 12 

balance reported through the Electricity Reporting and Record-keeping Requirements, with the exception 13 

of the variances explained in the “Adjustments to Deferral and Variance Accounts” section. Details on the 14 

disposition claim for Account 1568, LRAM Variance Account, of $246,421 can be found in Exhibit 4 – 15 

Operating Costs.  16 

17 
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Table 9 - 6: Accounts Submitted for 2021 Disposition 1 

2 

3 

Account Description USoA #

Principal 

(Dec.31, 

2019)

Interest 

(Dec.31, 

2019)

Principal 

Adjustment - 

2020

Interest 

Adjustment - 

2020

Principal 

Disposition - 

2020

Interest 

Disposition - 

2020

Forecast 

Adjustment - 

2020

50% 

Disposition 

Adjustment

Projected 

Interest 

(Jan.1, 2020 - 

Apr.30, 2021)

Total Claim - 

2021 

Disposition

Group 1 Accounts:

LV Variance Account 1550 77,229 2,234 - - - - - - 1,209 80,672

Smart Metering Entity Charge Variance Account 1551 (23,601) (797) - - - - - - (369) (24,768)

RSVA - Wholesale Market Service Charge 1580 (689,655) (30,379) - - - - - - (10,793) (730,827)

Variance WMS - Sub Account CBR Class B 1580 (69,180) (638) - - - - - - (1,083) (70,901)

RSVA - Retail Transmission Network Charge 1584 218,857 517 - - - - - - 3,425 222,799

RSVA - Retail Transmission Connection Charge 1586 390,551 11,429 - - - - - - 6,112 408,092

Disposition and Recovery/Refund of Regulatory Balances (2014) 1595 40,078 (22,476) - - - - - - (38) 17,564

Disposition and Recovery/Refund of Regulatory Balances (2015) 1595 (82,887) 75,916 - - - - - - (250) (7,222)

Disposition and Recovery/Refund of Regulatory Balances (2016) 1595 35,760 24,709 - - - - - - 560 61,028

Disposition and Recovery/Refund of Regulatory Balances (2017) 1595 (6,258) (18,697) - - - - - - (98) (25,053)

Subtotal - Group 1 Accounts (109,105) 41,817 - - - - (1,326) (68,614)

Group 2 Accounts:

Other Regulatory Assets - Sub-Account - OEB Costs Assessments 1508 134,463 5,224 - - - - 31,524 - 2,337 173,547

Other Regulatory Assets - Sub-Account - Pole Attachment Revenue Variance 1508 (257,220) (2,870) - - - - (237,094) - (5,511) (502,695)

Retail Cost Variance Account - Retail 1518 (190,137) (10,975) - - - - (23,672) - (3,121) (227,905)

Retail Cost Variance Account - STR 1548 39,007 2,119 - - - - 4,770 - 627 46,523

Subtotal - Group 2 Accounts (273,887) (6,503) - - (224,472) - (5,668) (510,530)

Other Accounts:

LRAM Variance Account 1568 178,129 7,857 81,830 6,681 (259,958) (14,540) 242,994 - 3,426 246,420

Smart Meter Capital and Recovery Offset Variance - Sub-Account - Capital 1555 1,615 1,505 - - - - - - 25 3,145

PILs and Tax Variance for 2006 and Subsequent Years 1592 (177,903) - - - - - - 88,952 (1,392) (90,344)

Subtotal - Other Accounts 1,841 9,362 81,830 6,681 (259,958) (14,540) 242,994 88,952 2,060 159,221

Total (381,151) 44,677 81,830 6,681 (259,958) (14,540) 18,522 88,952 (4,935) (419,923)
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 Group 1 Accounts 1 

NBHDL last disposed of Group 1 accounts in 2018 for balances ending 2016 in its 2018 IRM (EB-2 

2017-0065). The Board’s filing requirements specify that the continuity schedule should show 3 

balance details from the last disposition. Accordingly, NBHDL has completed Tab 2 of the DVA 4 

Continuity it its entirety.  5 

The following sections provide details of the Group 1 accounts utilized by NBHDL and the 6 

respective disposition requests. In all cases, NBHDL uses the accrual method to record 7 

transactions and applies the Board prescribed interest rates to calculate the carrying charges to 8 

April 30, 2021. 9 

(a) 1550 – LV Variance Account 10 

Account 1550 is used to record the difference between the low voltage charges billed to NBHDL 11 

customers and the charges paid to Hydro One Networks Inc. (“HONI”) for low voltage services. 12 

NBHDL requests recovery of Account 1550 in the amount of $80,672 to be collected from 13 

customers, including interest to April 30, 2021. 14 

(b) 1551 – Smart Metering Entity Charge Variance Account 15 

Account 1551 is used to record the difference between the Smart Meter Entity amounts billed to 16 

NBHDL customers and the charges paid to the IESO. NBHDL requests disposition of Account 1551 17 

in the amount of ($24,768) to be refunded to customers, including interest to April 30, 2021. 18 

(c) 1580 - RSVA - Wholesale Market Service Charge and WMS – Sub-account CBR Class B 19 

Account 1580 is used to record the difference between the amounts charged by the IESO for 20 

wholesale market services and the amount billed to NBHDL customers using the Board Approved 21 

rates. NBHDL requests disposition of Account 1580 in the amount of ($801,728) to be refunded to 22 

customers, including interest to April 30, 2021. NBHDL would like to note that the requested 23 

disposition amount of ($801,728) includes ($70,901) for 1580 – Sub-Account CBR Class B. NBHDL 24 

completed Tabs 6-Class A Consumption Data and Tab 6.1a – GA Allocation, however, due to the 25 

materiality of the CBR Class B dispositions, the entire 1580 Sub Account is included in the total for 26 

disposition in Group 1.27 
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(d) 1584 – Retail Settlement Variance Account – Retail Transmission Network Charges1 

Account 1584 is used to record the difference of the amounts paid to the IESO, and HONI for 2 

transmission network services, and the amount billed to NBHDL customers using the OEB-3 

approved Retail Transmission Rate for network services. NBHDL requests disposition of Account 4 

1584 in the amount of $222,799 to be recovered from customers, including interest to April 30, 5 

2021. 6 

(e) 1586 – Retail Settlement Variance Account – Retail Transmission Connection Charges 7 

Account 1586 is used to record the difference between retail transmission charges paid to the IESO 8 

and HONI for transmission connection services, and the amount billed to NBHDL customers using 9 

the OEB-approved Retail Transmission Rate for connection services. NBHDL requests disposition 10 

of Account 1586 in the amount of $408,092 to be recovered from customers, including interest to 11 

April 30, 2021. 12 

(f) 1595 – Disposition and Recovery/Refund of Regulatory Balances 13 

Account 1595 represents the residual balances of previous approved dispositions for the vintage 14 

years 2014-2017. NBHDL requests disposition of Account 1595 for the net amount of $46,318 to 15 

be recovered from customers, including interest to April 30, 2021.  16 

 Group 2 Accounts 17 

(a) 1508 Sub-account – Pole Attachment Revenue Variance 18 

NBHDL is requesting final disposition of the balance in 1508 sub-account Pole Attachment 19 

Revenue Variance in the amount of ($502,695) with respect to historical and forecasted balances 20 

to December 30, 2020 and carrying charges to April 30, 2021. On March 22, 2018, following a 21 

consultation process with distributors, telecommunications and cable carriers, and ratepayers, the 22 

OEB issued its Report on Wireline Pole Attachment Charges, updating the OEB’s approach to 23 

wireline pole attachments which had been unchanged since 2005. The OEB determined that it was 24 

in the public interest to set a province-wide wireline pole attachment charge of $43.63 commencing 25 

January 1, 2019. As a transitional measure, to mitigate the impact of the increase from the 2005 26 

charge of $22.35 to the new $43.63, LDCs without an LDC-specific charge were directed to charge 27 

the province-wide pole attachment charge of $28.09 from September 1, 2018 to December 31, 28 

2018. The OEB indicated that the pole attachment charge would be adjusted annually based on 29 

the OEB’s inflation factor commencing on January 1, 2020. As per the OEB letter dated November 30 
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28, 2019, the wireline pole 1 attachment charge increased by an inflationary factor of 2% for a 1 

charge of $44.50 effective January 1, 2020. 2 

The OEB’s accounting guidance to LDCs was to record all revenue in excess of the prior rate 3 

($22.35) in the new variance account for disposition with a later rate application. NBHDL has 4 

recorded this incremental revenue for the years 2018, 2019 and has forecasted 2020. Since this 5 

variance is relatively stable, NBHDL submits that any variance between the estimate and actual 6 

will be immaterial. See Table 9-7 below for details. 7 

NBHDL intends to discontinue the 1508 – Sub-Account Pole Attachment Revenue Variance with 8 

final disposition of balances forecasted to December 31,2020 and interest charges to April 30, 9 

2021.  10 

Table 9 - 7: Incremental Pole Attachment Revenue 11 

12 

(b) 1508 Sub-account – OEB Assessment 13 

NBHDL is requesting final disposition of the balance in 1508 sub-account OEB Assessment in the 14 

amount of $173,547 with respect to historical and forecasted balances to April 30, 2021, including 15 

carrying charges. Effective April 1, 2016, the OEB revised its Cost Assessment Model (“CAM”), the 16 

methodology used to apportion its costs under Section 26 of the Ontario Energy Board Act, 1998 17 

(the “Act”). As a result of this change in the CAM, NBHDL experienced a significant increase in its 18 

OEB Assessment Fees compared to the amounts previously approved in distribution rates. As 19 

such, the incremental costs were recorded in this account. NBHDL has forecasted incremental 20 

costs to the end of 2020 using previous cost differential averages. Since this variance is predictable, 21 

Wireline Attachments 1508

2018 21,354

2019 235,866

Closing 2019 257,220

2020 - Estimate 237,094

Principal for Disposition 494,314

Closing 2019 Interest 2,870

Projected Interest - Apr 30, 2021 5,511

Total Claim 502,695
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NBHDL submits that any variance between the estimate and actual will be immaterial. See Table 1 

9-8 below for details. 2 

NBHDL intends to discontinue the 1508 – Sub-Account OEB Assessment Expense Variance with 3 

final disposition of balances forecasted to December 31, 2020 and interest charges to April 30, 4 

2021.   5 

Table 9 - 8: Incremental OEB Assessment Costs 6 

7 

(c) 1518 - Retail Cost Variance Account - Retail 8 

This account is used to record the difference between revenues derived from established Retailer 9 

agreements, distributor-consolidated billings and, although not applicable for NBHDL, Retailer 10 

consolidated billings, and the incremental expenses incurred to administer and process Retailer 11 

transactions and Service Agreements. 12 

NBHDL has followed Article 490, Retail Services and Settlement Variances of the APH for account 13 

1518. 14 

NBHDL intends to discontinue the 1518 - Retail Cost Variance Account – Retail with final 15 

disposition of balance as at April 30, 2021. As such, NBHDL has forecasted transactions for 16 

January 1, 2020 to Dec 31, 2020. NBHDL requests disposition of Account 1518 in the amount of 17 

$227,905 to be refunded to customers, including interest to April 30, 2021.18 

OEB Assessments 1508

2016 33,658

2017 38,744

2018 30,586

2019 31,474

Closing 2019 134,463

2020 - Estimate 31,524

Principal for Disposition 165,987

Closing 2019 Interest 5,224

Projected Interest - Apr 30, 2021 2,337

Total Claim 173,547



North Bay Hydro Distribution Ltd. 
EB-2020-0043 

Exhibit 9 
Page 17 of 62 

Filed: January 5, 2021

(d) 1548 - Retail Cost Variance Account-STR 1 

This account is used to record the difference between revenues derived from Service Transaction 2 

Request services (request fees, processing fees, information request fees, default fees, and other 3 

fees) and the incremental expenses incurred to administer and process Service Transaction 4 

Requests. 5 

NBHDL has followed Article 490, Retail Services and Settlement Variances of the APH for account 6 

1548. 7 

NBHDL intends to discontinue the 1548 - Retail Cost Variance Account – STR with final disposition 8 

of balance as at April 30, 2021. As such, NBHDL has forecasted transactions for January 1, 2020 9 

to December 31, 2020. NBHDL requests disposition of Account 1548 in the amount of $46,523 to 10 

be recovered from customers, including interest to April 30, 2021. 11 

(e) Account 1555: Smart Meter Capital and Recovery Offset Variance – Sub Account – Stranded 12 

Meters 13 

Account 1555 sub-account was used by NBHDL to record the stranded costs associated with 14 

conventional meters removed at the time of installation of smart meters less the recoveries received 15 

from customers. In NBHDL’s 2015 Cost of Service Application, and as approved in the Board’s 16 

Decision (EB-2014-0099), a total amount of $278,085 was approved for recovery from customers. 17 

NBHDL intends to discontinue the 1555 – Smart Meter Capital – Sub-Account Stranded Meters 18 

upon final disposition of balance as at April 30, 2021 in the amount of $3,145 to be recovered from 19 

customers, including interest to April 30, 2021. 20 

(f) 1568 - LRAM Variance Account 21 

This account includes the lost revenue adjustment mechanism (“LRAM”) variances in relation to 22 

the conservation and demand management (“CDM”) programs or activities undertaken by NBHDL 23 

in accordance with OEB prescribed requirements for 2019 programs with persistence from 2015. 24 

Details with respect to the claim for Account 1568 – LRAM Variance Account, can be found in 25 

Exhibit 4, Conservation and Demand Management. 26 

NBHDL requests disposition of Account 1568 in the amount of $246,420 to be recovered from 27 

customers, including interest to April 30, 2021. 28 
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(g) 1592 – PILs and Tax Variances – CCA Changes 1 

As a result of Bill C-97 various changes were made to the calculation of federal income tax. Of 2 

these was the Accelerated Investment Incentive (AII). In a letter issued July 25, 2019 on the matter 3 

the OEB stated “The Ontario Energy Board (OEB) anticipates that these Bill C-97 CCA rule 4 

changes may have a material impact on the taxes payable of electricity and natural gas utilities and 5 

Ontario Power Generation Inc. (OPG) (collectively, Utilities)… electricity distributors and 6 

transmitters are to record the impact of any differences that result from a legislative or regulatory 7 

change to the tax rates or rules assumed in the OEB Tax Model that is used to determine the tax 8 

amount that underpins rates. The impact of any differences that are not reflected in rates (due to 9 

such factors as timing of known changes) are to be recorded in Account 1592 - PILs and Tax 10 

Variances.” 11 

To calculate this, NBHDL had its outside tax specialists determine income taxes with and without 12 

the use of accelerated CCA. NBHDL recorded the variance between these two tax figures in this 13 

account. 14 

In the 2019 audited financial statements, and the subsequent RRR 2.1.7 NBHDL included 100% of 15 

the impact as directed by the OEB in the above excerpt. However, as part of this Application, 16 

NBHDL is requesting that it retain 50% of the tax incentive. As stated above, it has been the 17 

“…OEB’s long-standing practice with respect to the impact of changes in taxes due to regulatory 18 

or legislated tax changes during an incentive rate-setting period has been to share the impacts 19 

between Utility shareholders and ratepayers on a 50/50 basis.” NBHDL submits that this practice 20 

is a fair and equitable method of disposing of these amounts and, as such, NBHDL has made an 21 

adjustment to remove 50% of the 2019 balance. NBHDL requests disposition of Account 1592 in 22 

the amount of $90,344 to be refunded to customers, including interest to April 30, 2021. The PILs 23 

and tax variances are listed below in Table 9-9.   24 

Table 9 - 9: PILs and Tax Variance 25 

26 

PILs and Tax Variance Total 50% Claim

2019 177,903 88,952

Closing 2019 Interest - -

Projected Interest - Apr 30, 2021 2,784 1,392

Total Claim 90,344
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 GROUP 2 ACCOUNT – CONTINUE AND DISCONTINUE ON A GO-FORWARD BASIS1 

Table 9-10 below lists all Group 2 accounts which NBHDL will continue and discontinue on a going-forward 2 

basis. NBHDL has only included those Group 2 accounts that have balances as of the 2020 Bridge Year. 3 

Explanations for those accounts that will be discontinued are provided in Table 9-10. 4 

Table 9 - 10: Group 2 Accounts - Continue & Discontinue 5 

6 

In the above table it is noted that Accounts 1568 and 1592 will continue. Administration of CDM programs 7 

have recently changed to more centralized provincial control through the IESO. As such, it is unclear what 8 

future opportunities will exist for recovery of lost revenues related to conservation activity; therefore Account 9 

1568 may be used at a later time. Account 1592 – PILs – CCA charges will continue in 2020. NBHDL has 10 

not forecasted 2020 balances for this account as they are material and unpredictable at this time. Further, 11 

the AII program is expected to be phased out after 2023. This will occur during the period this application 12 

is rebasing rates for. As such, NBHDL intends to maintain this account going forward to record 2020 activity 13 

as well as activity resulting from the program’s future expire. 14 

Pursuant to the OEB’s Accounting Guidance on Wireline Pole Attachment Charges dated July 20, 2018, 15 

“Once an LDC has had the new pole attachment charge incorporated in a cost-based rate application, the 16 

variance account will no longer be required and must be closed after disposition of the last of the amounts 17 

that have been tracked.”1  Therefore Account 1508 – Pole Attachment Revenue Variance is being 18 

discontinued.19 

1 Ontario Energy Board – Accounting Guidance on Wireline Pole Attachment Charges dated July 20, 2018, pg. 3. 
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(a) Account 1509 – Impacts Arising from the COVID-19 Emergency 1 

On March 25, 2020 the OEB released their Accounting Order for the Establishment of Deferral Accounts to 2 

Record Impacts Arising from the COVID-19 Emergency. These accounts did not exist at the end of 2019 3 

and therefore are not included in the DVA Continuity Schedule. NBHDL is requesting to keep this account 4 

open until the effects of the pandemic are fully realized and understood. At that time, NBHDL will seek 5 

recovery at a later date should it be necessary and impacts are material. 6 

 GLOBAL ADJUSTMENT (“GA”) 7 

The GA Analysis Workform has been completed and filed as part of this Application.  A copy of Appendix 8 

A to the GA Analysis Workform has been included at Appendix 9-B to this Exhibit and a copy of the GA 9 

Analysis Methodology is included at Appendix 9-C of this Exhibit. 10 

COMMODITY ACCOUNTS 1588 AND 1589 11 

On February 21, 2019, the OEB issued its letter entitled “Accounting Guidance related to Accounts 1588 12 

Power, and 1589 RSVA Global Adjustment” as well as the related accounting guidance. NBHDL has yet to 13 

fully implement the OEB’s February 21, 2019 guidance effective January 1, 2019. NBHDL continues to 14 

settle with the IESO based on the process previously filed with the OEB in EB-2016-0214 and subsequently 15 

expanded on in NBHDL’s responses to the February 11, 2016 survey request titled Review of Processes 16 

and Practices Related to Global Adjustment and Regulated Price Plan Settlements. 17 

For 2019 balances, NBHDL conducted an internal review of Account 1588 and 1589 activity for 2019 and 18 

adjusted balances to account for the updated accounting guidance; this is reflected in 2019 closing fiscal 19 

balances as an accrual to account for the updated guidance methodology of separating costs amongst RPP 20 

and Non-RPP customers at the aggregate level. As described in the above referenced methodology, 21 

NBHDL segregates RPP and Non-RPP costs at the customer level. Subsequent to the 2019 fiscal year-22 

end, the OEB provided the following direction within the most recent IRM Decision and Order (EB-2019-23 

0057): “North Bay Hydro is expected to apply the new accounting guidance to the 2017, 2018, and 2019 24 

balances, prior to seeking disposition of Account 1588 and Account 1589 in its next rate application for 25 

2021 rates. The OEB also expects North Bay Hydro to identify and explain any material adjustments 26 

resulting from the application of the new accounting guidance.”. NBHDL had planned this review in spring 27 

2020 with the intention of seeking assistance and guidance from industry partners who had already 28 

completed the process. However, shortly after this, the COVID-19 pandemic and associated shut-down 29 

was announced. The pandemic response caused focus and resources to be shifted away from this 30 

endeavor as NBHDL and others reacted to the changing landscape. Further exacerbating this was the 31 

required focus on the COS application in order to push forward with a 2021 rate year implementation despite 32 
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the impact of COVID-19 on workloads. The COS application requires considerable internal resources in a 1 

‘normal’ year with little flexibility for other planned 2020 work; dealing with COVID-19 implications including 2 

numerous customer impacts, communications, billing changes, and regulatory updates/reporting 3 

constrained limited resources that were planned for this task. As a result, NBHDL experienced continued 4 

technical and resource allocation difficulties with fully implementing these guidelines and has re-engaged 5 

assistance from a third-party with similar internal billing and accounting systems (and the limitations 6 

thereof). With experience in this matter, NBHDL will be working with this partner to comply with on-going 7 

monthly settlement requirements and adjusting balances for 2017, 2018 and 2019. NBHDL intends to 8 

complete this engagement in early Q1 2021 and any applicable adjustments will be incorporated into 2020 9 

financial statements.10 

Based on current circumstances, NBHDL is proposing to leave Account 1588 and 1589 out of the 2021 11 

DVA claim. NBHDL will propose disposition in the 2021 IRM application, for rates effective May 1, 2022, 12 

once the settlement review has been completed and the OEB staff is updated on the overall process and 13 

material impacts, if applicable.  14 

1595 Analysis Workform for residual balances that meet the eligibility requirements for disposition of 15 

Account 1595 sub-accounts has been filed with this Application as 16 

“NBHDL_1595_Analysis_Workform_20210104.xls”.  NBHDL has also provided an excel spreadsheet titled 17 

“NBHDL_1595_External Analysis_20210104.xls”.  18 
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 PROPOSED RATE RIDERS 1 

For the calculation of proposed rate riders, NBHDL has used the billing determinants in the DVA Continuity 2 

Schedule. These allocators arise from the 2021 Load forecast. For more detail on this forecast, see Exhibit 3 

3. 4 

Table 9-11, Table 9-12, and Table 9-13  below summarizes the proposed rates that result from the disposal 5 

of the DVA balance. NBHDL has used a one-year recovery period in the proposed rate rider calculations. 6 

All the relevant calculations, including the rationale for the allocation of each account and the proposed 7 

billing determinants can be found in Appendix 9-A in this Exhibit. 8 

Table 9 - 11: Proposed Group 1 DVA Rate Rider by Class 9 

10 

11 

Allocations by specific Group 1 accounts can be found in further detail in Appendix 9-A. 12 

Table 9 - 12: Proposed Rate Rider for Group 2 Accounts 13 

14 

Allocations by specific Group 2 accounts can be found in further detail in Appendix 9-A. 15 

Rate Class
2021 Predicted 

kW

2021 Predicted 

kWh

Allocated 

Balance 

(Exclude 1589)

Recovery 

Period 

(Years)

Unit Rate Rider

Residential 201,705,111 (63,443) 1 $/kWh -0.0003

General Service less than kW 79,035,853 (17,363) 1 $/kWh -0.0002

General Service 50 to 2,999 kW 514,190 9,342 1 $/kW 0.0182

General Service 3,000 to 4,999 kW 27,098 97 1 $/kW 0.0036

Street Lighting 5,690 2,729 1 $/kW 0.4796

Sentinel Lighting 298 29 1 $/kW 0.0979

Unmetered Scattered Load 39,490 (5) 1 $/kWh -0.0001

Totals 547,276 280,780,454 (68,614)

Rate Class
2021 Predicted 

Customer #

2021 Predicted 

kW

2021 Predicted 

kWh

Allocated 

Balance

Recover

y 

Period 

(Years)

Unit
Rate 

Rider

Residential 21,352 (346,808) 1 $/customer/mo -1.35

General Service less than kW 79,035,853 (105,758) 1 $/kWh -0.0013

General Service 50 to 2,999 kW 514,190 (130,932) 1 $/kW -0.2546

General Service 3,000 to 4,999 kW 27,098 (6,712) 1 $/kW -0.2477

Street Lighting 5,690 (6,055) 1 $/kW -1.0641

Sentinel Lighting 298 (1,417) 1 $/kW -4.7555

Unmetered Scattered Load 39,490 (47) 1 $/kWh -0.0012

Totals 547,277 79,075,343 (597,728)
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Table 9 - 13: Proposed Rate Rider for Account 1568 1 

2 

Due to the value of the disposition in the residential class, NBHDL is proposing a per customer monthly 3 

charge. 4 

Rate Class
2021 Predicted 

Customer #

2021 Predicted 

kW

2021 Predicted 

kWh

Allocated 

Balance 

(Exclude 

1589)

Recover

y 

Period 

(Years)

Unit
Rate 

Rider

Residential 21,352 9,817 1 $/customer/mo 0.0383

General Service less than kW 79,035,853 79,609 1 $/kWh 0.0010

General Service 50 to 2,999 kW 514,190 150,992 1 $/kW 0.2936

General Service 3,000 to 4,999 kW 27,098 6,003 1 $/kW 0.2215

Totals 541,289 79,035,853 246,421
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APPENDIX 9-A: 2021 DVA Continuity Schedule1 
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APPENDIX 9-B: GA Analysis Workform  1 
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APPENDIX 9-C: GA Analysis Methodology 1 



North Bay Hydro Distribution Ltd ‐ EB‐2020‐0043 – GA Methodology Description 

The follow is in reference to Appendix A of the GA Analysis Workform Instructions 

1. B) NBHDL’s process is to segregate 1142 & 148 into the appropriate accounts (1588 &1589) 

D) Yes 

2. A) NBHDL determines consumption by utilizing the total monthly system load (AQEW provided 

by IESO preliminary data) and adjusting for:  

‐ Generation;  

‐ Interval metered load (i.e.; customers on hourly pricing);  

‐ GS>50 non‐interval load (i.e.; customers paying NSLS) ‐ estimate based on the kWh from the 

prior month’s billing and compared to prior year historical billing for reasonability;  

‐ Class A consumption – based on interval meter data; and  

‐ Residential/GS<50 non‐RPP consumption ‐ aggregate report generated from smart meter 

data which totals kWh by TOU peaks and meter. The data is cross‐referenced to billing data 

in order to determine which accounts are currently with a retailer. 

The net result of these adjustments is the assumed low volume RPP consumption. This 

consumption is allocated to TOU based on the data provided in the aggregated report identified 

above and the remaining consumption is assumed tier; which is allocated to Tier 1 and Tier 2 

based on the prior month billing. 

B)  NBHDL reconciles these estimates monthly by comparing actual billed data against the 

estimates and truing up accordingly, for both kWh and dollar values. The billed data is from the 

actual billing system and reconciled to the general ledger. This occurs on a monthly basis with 

each settlement, taking into account the last month’s entire billing data. 

2019 

C) Yes. 

D) NBHDL bills and reconciles monthly therefore only Dec 2019 would need to be trued up. 

There would however be exception billings and corrections that could fall outside of the 

monthly cycle. These are still caught in the monthly billing and true‐up process, but are 

immaterial to prior year reporting. 

E) The following month’s (Jan) true‐up is reflected in the filed DVA schedule. As stated in D), 

there could be exception billings and corrections that could fall outside of the monthly cycle. 

These are still caught in the monthly billing and true‐up process, but are immaterial to prior year 

reporting. 

F) Amounts of $26,280 and ($37,793) are reflected in the DVA schedule for Power (1588) and GA 

(1589) respectively. These adjustments are in column BD. 

2018 

C) Yes. 

D) NBHDL bills and reconciles monthly therefore only Dec 2019 would need to be trued up. 

There would however be exception billings and corrections that could fall outside of the 



monthly cycle. These are still caught in the monthly billing and true‐up process, but are 

immaterial to prior year reporting. 

E) The following month’s (Jan) true‐up is reflected in the filed DVA schedule. As stated in D), 

there could be exception billings and corrections that could fall outside of the monthly cycle. 

These are still caught in the monthly billing and true‐up process, but are immaterial to prior year 

reporting. 

F) Amounts of $57,537 and ($292,057) are reflected in the DVA schedule for Power (1588) and 

GA (1589) respectively. These adjustments are in column AT. 

2017 

C) Yes. 

D) NBHDL bills and reconciles monthly therefore only Dec 2019 would need to be trued up. 

There would however be exception billings and corrections that could fall outside of the 

monthly cycle. These are still caught in the monthly billing and true‐up process, but are 

immaterial to prior year reporting. 

E) The following month’s (Jan) true‐up is reflected in the filed DVA schedule. As stated in D), 

there could be exception billings and corrections that could fall outside of the monthly cycle. 

These are still caught in the monthly billing and true‐up process, but are immaterial to prior year 

reporting. 

F) Amounts of $27,691 and $422,399 are reflected in the DVA schedule for Power (1588) and GA 

(1589) respectively. These adjustments are in column AJ. 

 

3.   A) CT148 is netted against the RPP GA settlement and estimate in CT1142 as well as the EG. It is 

then booked directly to 1589. This ensures that only non‐RPP GA is in 1598. 

B) As described in A), it is done at the initial recording. CT148 is netted with the CT1142 

components that relate to RPP‐GA as well as embedded generation. 

C) NBHDL uses a top down approach for the estimate in CT1142, but uses actual billing data for 

reconciliation in CT1142 and expense allocation. As previously stated, NBHDL trues‐up 1589 

monthly. 

D) No. Both 1588 and 1589 are trued‐up monthly using actual billing data. Only the estimated 

piece of 1142 would be considered proportional. This, however is rolled, reconciled and trued‐

up every month. 

  E) N/A 

    b)Yes 
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