
JAMES C. SIDLOFSKY

direct tel.: 416-367-6277
direct fax: 416-361-2751

e-mail: jsidlofsky@blgcanada.com

August 15, 2008

Delivered by Courier and E-Filing

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street, 27th Floor
Toronto, Ontario
M4P 1E4

Dear Ms. Walli:

Re: EB-2008-0247
Welland Hydro-Electric System Corp.
Application to the Ontario Energy Board for Electricity Distribution
Rates and Charges effective May 1, 2009

We are counsel to Welland Hydro-Electric System Corp. (“Welland Hydro”) in the
above-captioned matter. Please find accompanying this letter two copies of Welland
Hydro’s Application for its Electricity Distribution Rates and Charges effective May 1,
2009, together with an electronic version of same.

We ask that copies of all correspondence and orders pertaining to this proceeding be
delivered to the following:

Wayne Armstrong
Director of Finance
Welland Hydro-Electric System Corp.
950 East Main Street
P. O. Box 280
Welland, Ontario L3B 5P6

Tel: 1-905-732-1381 Ext. 234
Fax: 1-905-732-0123

E-mail: warmstrong@wellandhydro.com

and to:

Borden Ladner Gervais LLP
Lawyers • Patent & Trade-mark Agents

Scotia Plaza, 40 King Street West
Toronto, Ontario, Canada M5H 3Y4

tel.: (416) 367-6000 fax: (416) 367-6749
www.blgcanada.com
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James C. Sidlofsky
Partner
Borden Ladner Gervais LLP
Scotia Plaza, 40 King Street West
Toronto, ON M5H 3Y4

Tel: 416-367-6277
Fax: 416-361-2751

E-mail: jsidlofsky@blgcanada.com

Should you have any questions or require further information, please do not hesitate to
contact me.

Yours very truly,

BORDEN LADNER GERVAIS LLP

Original signed by James C. Sidlofsky

James C. Sidlofsky
JCS/dp

Copies to: Wayne Armstrong, Welland Hydro

::ODMA\PCDOCS\TOR01\3875860\1



IN THE MATTER OF the Ontario Energy

Board Act, 1998, S. O. 1998 c.15, Schedule B,

as amended;
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by Welland Hydro-Electric System Corp. for an
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reasonable rates effective May 1, 2009.
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Wayne Armstrong
Director of Finance
Welland Hydro-Electric System Corp.
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James C. Sidlofsky
Counsel to the Applicant

Borden Ladner Gervais
40 King Street West

Suite 4100, Scotia Plaza
Toronto, Ontario M5H 3Y4

Tel: (416) 367-6277
Fax: (416) 361-2751

jsidlofsky@blgcanada.com
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IN THE MATTER OF the Ontario Energy Board Act, 1998,1
being Schedule B to the Energy Competition Act, 1998, S.O.2
1998, c.15;3

AND IN THE MATTER OF an Application by Welland4
Hydro-Electric System Corp. to the Ontario Energy Board for an5
Order or Orders approving or fixing just and reasonable rates6
and other service charges for the distribution of electricity as of7
May 1, 2009.8

Title of Proceeding: An application by Welland Hydro-Electric System Corp.9
for an Order or Orders approving or fixing just and10
reasonable distribution rates and other charges, effective11
May 1, 2009.12

Applicant’s Name: Welland Hydro-Electric System Corp.13
14

Applicant’s Address for Service: PO Box 28015
950 East Main St16
Welland, Ontario17
L3B 5P618

Attention: Mr. Ross Peever, CEO19

Telephone: 905-732-138120
Fax: 905-732-026621
E-mail: rpeever@wellandhydro.com22

23
Applicant’s Counsel: Borden Ladner Gervais LLP24

Suite 410025
40 King Street West26
Toronto ON27
M5H 3Y428

James C. Sidlofsky29
Telephone: (416) 367-627730
Fax: (416) 361-275131
E-mail jsidlofsky@blgcanada.com32

33



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 1

Schedule 2
Page 2 of 4

Filed: August 15, 2008

APPLICATION1

1. Introduction2

(a) The Applicant is Welland Hydro-Electric System Corp. (referred to in this3

Application as the “Applicant” or “Welland Hydro”). The Applicant is a4

corporation incorporated pursuant to the Ontario Business Corporations Act with5

its head office in the City of Welland. The Applicant carries on the business of6

distributing electricity within the City of Welland.7

(b) The Applicant hereby applies to the Ontario Energy Board (the “OEB”) pursuant8

to Section 78 of the Ontario Energy Board Act, 1998 (the “OEB Act”) for9

approval of its proposed distribution rates and other charges, effective May 1,10

2009. A list of requested approvals is set out in Exhibit 1, Tab 1, and Schedule 5.11

(c) Except where specifically identified in the Application, the Applicant followed12

Chapter 2 of the OEB’s Filing Requirements for Transmission and Distribution13

Applications dated November 14, 2006 (the “Filing Requirements”) in order to14

prepare this application.15

2. Proposed Distribution Rates and Other Charges16

(a) The Schedule of Rates and Charges proposed in this Application is identified in17

Appendix A attached to this application and Exhibit 9, Tab 1, and Schedule 6,18

and the material being filed in support of this Application sets out Welland19

Hydro’s approach to its distribution rates and charges.20

3. Proposed Effective Date of Rate Order21

(a) The Applicant requests that the OEB make its Rate Order effective May 1, 200922

in accordance with the Filing Requirements.23

(b) In the event that the OEB is unable to provide a Decision and Order in this24

Application for implementation by the Applicant as of May 1, 2009, the Applicant25
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requests that the OEB issue an interim Order approving the proposed distribution1

rates and other charges effective May 1, 2009, which may be subject to2

adjustment based on its final Decision and Order.3

4. The Proposed Distribution Rates and Other Charges are Just and Reasonable4

(a) The Applicant submits the proposed distribution rates contained in this5

Application are just and reasonable on the following grounds:6

(i) the proposed rates for the distribution of electricity have been prepared in7

accordance with the Filing Requirements and reflect traditional rate8

making and cost of service principles;9

(ii) the proposed adjusted rates are necessary to meet the Applicant’s Market10

Based Rate of Return (“MBRR”) and Payments in Lieu of Taxes (“PILs”)11

requirements;12

(iii) there are no impacts to any of the customer classes or consumption level13

subgroups that are so significant as to warrant the deferral of any14

adjustments being requested by the Applicant or the implementation of15

any other mitigation measures;16

(iv) the other service charges proposed by the Applicant are the same as those17

previously approved by the OEB; and18

(v) such other grounds as may be set out in the material accompanying this19

Application Summary.20

21
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5. Relief Sought1

(a) The Applicant applies for an Order or Orders approving the proposed distribution2

rates and other charges set out in Exhibit 1, Tab 1, and Schedule 2, Appendix A to3

this Application as just and reasonable rates and charges pursuant to Section 78 of4

the OEB Act, to be effective May 1, 2009, or as soon as possible thereafter; and5

(b) In the event that the OEB is unable to provide a Decision and Order in this6

Application for implementation by the Applicant as of May 1, 2009, the Applicant7

requests that the OEB issue an interim Order approving the proposed distribution8

rates and other charges, effective May 1, 2009, which may be subject to9

adjustment based on its final Decision and Order.10

6. Form of Hearing Requested11

(a) The Applicant requests that this Application be disposed of by way of a written12

hearing.13

DATED at Toronto, Ontario, this 15th day of August, 2008.14

All of which is respectfully submitted,15

BORDEN LADNER GERVAIS LLP16
17

Original Signed by James C. Sidlofsky18
19

James C. Sidlofsky20
Counsel to Welland Hydro-Electric System Corp.21
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SCHEDULE OF PROPOSED RATES AND CHARGES

MONTHLY RATES AND CHARGES

Residential

Service Charge $ 14.09
Distribution Volumetric Rate $/kWh 0.0139
Regulatory Asset Recovery $/kWh 0.0006
Retail Transmission Rate – Network Service Rate $/kWh 0.0056
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0047
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

General Service Less Than 50 kW

Service Charge $ 26.50
Distribution Volumetric Rate $/kWh 0.0092
Regulatory Asset Recovery $/kWh 0.0003
Retail Transmission Rate – Network Service Rate $/kWh 0.0049
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0043
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

General Service 50 to 4,999 kW

Service Charge $ 327.61
Distribution Volumetric Rate $/kW 1.7064
Regulatory Asset Recovery $/kW 0.0357
Retail Transmission Rate – Network Service Rate $/kW 1.7011
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.4490
Retail Transmission Rate – Network Service Rate-Interval Metered $/kW 1.6874
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.7356
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Large Use

Service Charge $ 12,512.31
Distribution Volumetric Rate $/kW .8442
Regulatory Asset Recovery $/kW 0.0359
Retail Transmission Rate – Network Service Rate $/kW 1.2364
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.9274
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Unmetered Scattered Load

Service Charge (per connection) $ 12.91
Distribution Volumetric Rate $/kWh 0.0089
Regulatory Asset Recovery $/kWh 0.0004
Retail Transmission Rate – Network Service Rate $/kWh 0.0049
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0043
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 1

Schedule 2
Appendix A
Page 2 of 3

Filed: August 15, 2008

Street Lighting

Service Charge (per connection) $ 1.37
Distribution Volumetric Rate $/kW 5.8294
Regulatory Asset Recovery $/kW 0.0354
Retail Transmission Rate – Network Service Rate $/kW 1.5809
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.3466
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Sentinel

Service Charge (per connection) $ 1.97
Distribution Volumetric Rate $/kW 4.5024
Regulatory Asset Recovery $/kW 0.0365
Retail Transmission Rate – Network Service Rate $/kW 1.5844
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.3496
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Specific Service Charges

Customer Administration
Arrears certificate $ 15.00
Statement of Account $ 15.00
Request for other billing information $ 15.00
Easement Letter $ 15.00
Account History $ 15.00
Returned cheque charge (plus bank charges) $ 15.00
Legal letter charge $ 15.00
Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $ 30.00
Special meter reads $ 30.00
Meter dispute charge plus Measurement Canada fees (if meter found correct) $ 30.00

Non-Payment of Account
Late Payment - per month % 1.50
Late Payment - per annum % 19.56
Disconnect/Reconnect at Meter – during regular hours $ 65.00
Install/Remove load control device – during regular hours $ 65.00
Disconnect/Reconnect at Meter – after regular hours $ 185.00

Specific Charge for Access to the Power Poles – per pole/year $ 22.35

Allowances
Transformer Allowance for Ownership - per kW of billing demand/month $/kW (0.60)
Primary Metering Allowance for transformer losses – applied to measured demand and energy % (1.00)
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Retail Service Charges (if applicable)

Retail Service Charges refer to services provided by a distributor to retailers or customers related
To the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer $ 20.00
Monthly Variable Charge, per customer, per retailer $/cust 0.50
Distributor-consolidated billing charge, per customer, per retailer $/cust 0.30
Retailer-consolidated billing credit, per customer, per retailer $/cust (0.30)
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party $ 0.25
Processing fee, per request, applied to the requesting party $ 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice a year $ no charge
More than twice a year, per request (plus incremental delivery costs) $ 2.00

Loss Factor

Total Loss Factor – Secondary Metered Customer < 5,000 kW 1.0532
Total Loss Factor – Secondary Metered Customer > 5,000 kW 1.0145
Total Loss Factor – Primary Metered Customer < 5,000 kW 1.0427
Total Loss Factor – Primary Metered Customer > 5,000 kW 1.0045
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DISTRIBUTOR LICENCE:1

A copy of Welland Hydro’s Electricity Distribution Licence ED-2003-0002, issued on October2

10, 2003 accompanies this Schedule as Appendix B hereto.3
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APPENDIX B

COPY OF WELLAND HYDRO-ELECTRIC SYSTEM CORP.
DISTRIBUTION LICENCE



Electricity Distribution Licence

ED-2003-0002

Welland Hydro-Electric System Corp.
Valid Until

October 9, 2023

_____________________________
Mark C. Garner
Secretary
Ontario Energy Board

Date of Issuance: October 10, 2003

Ontario Energy Board
P.O. Box 2319
2300 Yonge Street
26th. Floor
Toronto, ON M4P 1E4

Commission de l’Énergie de l’Ontario
C.P. 2319
2300, rue Yonge
26e étage
Toronto ON M4P 1E4
DocID: OEB: 12NHK-2
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Welland Hydro-Electric System Corp.Electricity Distribution Licence ED-2003-0002

1

1 Definitions

2

In this Licence:

3

“Accounting Procedures Handbook” means the handbook, approved by the Board which
specifies the accounting records, accounting principles and accounting separation stand
ards to be followed by the Licensee;

4

“Act” means theOntario Energy Board Act, 1998, S.O. 1998, c. 15, Schedule B;

5

“Affiliate Relationships Code for Electricity Distributors and Transmitters” means
the code, approved by the Board which, among other things, establishes the standards a
conditions for the interaction between electricity distributors or transmitters and their
respective affiliated companies;

6

“distribution services”means services related to the distribution of electricity and the serv-
ices the Board has required distributors to carry out, including the sales of electricity to con
sumers under section 29 of the Act, for which a charge or rate has been established in t
Rate Order;

7

“Distribution System Code” means the code approved by the Board which, among other
things, establishes the obligations of the distributor with respect to the services and term
of service to be offered to customers and retailers and provides minimum, technical ope
ating standards of distribution systems;

8

“Electricity Act ” means theElectricity Act, 1998, S.O. 1998, c. 15, Schedule A;

9

“Licensee” means: Welland Hydro-Electric System Corp.;

10

“Market Rules” means the rules made under section 32 of the Electricity Act;

11

“Performance Standards” means the performance targets for the distribution and connec-
tion activities of the Licensee as established by the Board in accordance with section 83 o
the Act;

12

“Rate Order” means an Order or Orders of the Board establishing rates the Licensee is pe
mitted to charge;

13

“ regulation” means a regulation made under the Act or the Electricity Act;
DocID: OEB: 12NHK-2
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14

“Retail Settlement Code” means the code approved by the Board which, among other
things, establishes a distributor’s obligations and responsibilities associated with financia
settlement among retailers and consumers and provides for tracking and facilitating con
sumer transfers among competitive retailers;

15

“service area” with respect to a distributor, means the area in which the distributor is
authorized by its licence to distribute electricity;

16

“Standard Supply Service Code” means the code approved by the Board which, among
other things, establishes the minimum conditions that a distributor must meet in carrying
out its obligations to sell electricity under section 29 of the Electricity Act;

17

“wholesaler” means a person that purchases electricity or ancillary services in the IMO-
administered markets or directly from a generator or, a person who sells electricity or anci
lary services through the IMO-administered markets or directly to another person other
than a consumer.

18

2 Interpretation

19

2.1 In this Licence words and phrases shall have the meaning ascribed to them in the Act or the El
tricity Act. Words or phrases importing the singular shall include the plural and vice versa. Head
ings are for convenience only and shall not affect the interpretation of the licence. Any reference t
a document or a provision of a document includes an amendment or supplement to, or a replacem
of, that document or that provision of that document. In the computation of time under this licence
where there is a reference to a number of days between two events, they shall be counted by excl
ing the day on which the first event happens and including the day on which the second event ha
pens and where the time for doing an act expires on a holiday, the act may be done on the next d

20

3 Authorization

21

3.1 The Licensee is authorized, under Part V of the Act and subject to the terms and conditions set o
in this Licence:

22

a) to own and operate a distribution system in the service area described in Schedule 1 of th
Licence;

23

b) to retail electricity for the purposes of fulfilling its obligation under section 29 of the Elec-
tricity Act in the manner specified in Schedule 2 of this Licence; and

24

c) to act as a wholesaler for the purposes of fulfilling its obligations under the Retail Settle
ment Code or under section 29 of the Electricity Act.
DocID: OEB: 12NHK-2
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4 Obligation to Comply with Legislation, Regulations and Market Rules

26

4.1 The Licensee shall comply with all applicable provisions of the Act and the Electricity Act and reg
ulations under these Acts except where the Licensee has been exempted from such compliance
regulation.

27

4.2 The Licensee shall comply with all applicable Market Rules.

28

5 Obligation to Comply with Codes

29

5.1 The Licensee shall at all times comply with the following Codes (collectively the “Codes”)
approved by the Board, except where the Licensee has been specifically exempted from such co
pliance by the Board. Any exemptions granted to the licensee are set out in Schedule 3 of this
Licence. The following Codes apply to this Licence:

30

a) the Affiliate Relationships Code for Electricity Distributors and Transmitters;

31

b) the Distribution System Code;

32

c) the Retail Settlement Code; and

33

d) the Standard Supply Service Code.

34

5.2 The Licensee shall:

35

a) make a copy of the Codes available for inspection by members of the public at its head
office and regional offices during normal business hours; and

36

b) provide a copy of the Codes to any person who requests it. The Licensee may impose a fa
and reasonable charge for the cost of providing copies.

37

6 Obligation to Provide Non-discriminatory Access

38

6.1 The Licensee shall, upon the request of a consumer, generator or retailer, provide such consum
generator or retailer with access to the Licensee’s distribution system and shall convey electric
on behalf of such consumer, generator or retailer in accordance with the terms of this Licence.

39

7 Obligation to Connect

40

7.1 The Licensee shall connect a building to its distribution system if:
DocID: OEB: 12NHK-2
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a) the building lies along any of the lines of the distributor’s distribution system; and

42

b) the owner, occupant or other person in charge of the building requests the connection in
writing.

43

7.2 The Licensee shall make an offer to connect a building to its distribution system if:

44

a) the building is within the Licensee’s service area as described in Schedule 1; and

45

b) the owner, occupant or other person in charge of the building requests the connection in
writing.

46

7.3 The terms of such connection or offer to connect shall be fair and reasonable and made in acc
ance with the Distribution System Code, and the Licensee’s Rate Order as approved by the Boa

47

7.4 The Licensee shall not refuse to connect or refuse to make an offer to connect unless it is permitt
to do so by theActor a regulation or any Codes to which the Licensee is obligated to comply with
as a condition of this Licence.

48

8 Obligation to Sell Electricity

49

8.1 The Licensee shall fulfill its obligation under section 29 of the Electricity Act to sell electricity in
accordance with the requirements established in the Standard Supply Service Code, the Retail S
tlement Code and the Licensee’s Rate Order as approved by the Board.

50

9 Obligation to Maintain System Integrity

51

9.1 The Licensee shall maintain its distribution system in accordance with the standards established
the Distribution System Code and Market Rules, and have regard to any other recognized indust
operating or planning standards adopted by the Board.

52

10 Market Power Mitigation Rebates

53

10.1 The Licensee shall comply with the pass through of Ontario Power Generation rebate conditions s
out in Appendix A of this Licence.
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11 Distribution Rates

55

11.1 The Licensee shall not charge for connection to the distribution system, the distribution of electri
ity or the retailing of electricity to meet its obligation under section 29 of the Electricity Act except
in accordance with a Rate Order of the Board.

56

12 Separation of Business Activities

57

12.1 The Licensee shall keep financial records associated with distributing electricity separate from 
financial records associated with transmitting electricity or other activities in accordance with th
Accounting Procedures Handbook and as otherwise required by the Board.

58

13 Expansion of Distribution System

59

13.1 The Licensee shall not construct, expand or reinforce an electricity distribution system or make a
interconnection except in accordance with the Act and Regulations, the Distribution System Cod
and applicable provisions of the Market Rules.

60

13.2 In order to ensure and maintain system integrity or reliable and adequate capacity and supply o
electricity, the Board may order the Licensee to expand or reinforce its distribution system in
accordance with Market Rules and the Distribution System Code, or in such a manner as the Boa
may determine.

61

14 Provision of Information to the Board

62

14.1 The Licensee shall maintain records of and provide, in the manner and form determined by the
Board, such information as the Board may require from time to time.

63

14.2 Without limiting the generality of condition 14.1 the Licensee shall notify the Board of any material
change in circumstances that adversely affects or is likely to adversely affect the business, ope
tions or assets of the Licensee as soon as practicable, but in any event no more than twenty (2
days past the date upon which such change occurs.

64

15 Restrictions on Provision of Information

65

15.1 The Licensee shall not use information regarding a consumer, retailer, wholesaler or generator
obtained for one purpose for any other purpose without the written consent of the consumer,
retailer, wholesaler or generator.

66

15.2 The Licensee shall not disclose information regarding a consumer, retailer, wholesaler or genera
to any other party without the written consent of the consumer, retailer, wholesaler or generator
except where such information is required to be disclosed:
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67

a) to comply with any legislative or regulatory requirements, including the conditions of this
Licence;

68

b) for billing, settlement or market operations purposes;

69

c) for law enforcement purposes; or

70

d) to a debt collection agency for the processing of past due accounts of the consumer, retaile
wholesaler or generator.

71

15.3 The Licensee may disclose information regarding consumers, retailers, wholesalers or generat
where the information has been sufficiently aggregated such that their particular information cann
reasonably be identified.

72

15.4 The Licensee shall inform consumers, retailers, wholesalers and generators of the conditions un
which their information may be released to a third party without their consent.

73

15.5 If the Licensee discloses information under this section, the Licensee shall ensure that the inform
tion provided will not be used for any other purpose except the purpose for which it was disclose

74

16 Customer Complaint and Dispute Resolution

75

16.1 The Licensee shall:

76

a) have a process for resolving disputes with customers that deals with disputes in a fair, re
sonable and timely manner;

77

b) publish information which will make its customers aware of and help them to use its dispute
resolution process;

78

c) make a copy of the dispute resolution process available for inspection by members of th
public at each of the Licensee’s premises during normal business hours;

79

d) give or send free of charge a copy of the process to any person who reasonably requests
and

80

e) subscribe to and refer unresolved complaints to an independent third party complaints re
olution service provider selected by the Board. This condition will become effective on a
date to be determined by the Board. The Board will provide reasonable notice to the Licen
see of the date this condition becomes effective.
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17 Term of Licence

82

17.1 This Licence shall take effect on October 10, 2003 and expire on October 9, 2023. The term of th
Licence may be extended by the Board.

83

18 Fees and Assessments

84

18.1 The Licensee shall pay all fees charged and amounts assessed by the Board.

85

19 Communication

86

19.1 The Licensee shall designate a person that will act as a primary contact with the Board on matte
related to this Licence. The Licensee shall notify the Board promptly should the contact details
change.

87

19.2 All official communication relating to this Licence shall be in writing.

88

19.3 All written communication is to be regarded as having been given by the sender and received b
the addressee:

89

a) when delivered in person to the addressee by hand, by registered mail or by courier;

90

b) ten (10) business days after the date of posting if the communication is sent by regular mai
and

91

c) when received by facsimile transmission by the addressee, according to the sender’s tra
mission report.

92

20 Copies of the Licence

93

20.1 The Licensee shall:

94

a) make a copy of this Licence available for inspection by members of the public at its hea
office and regional offices during normal business hours; and

95

b) provide a copy of the Licence to any person who requests it. The Licensee may impose
fair and reasonable charge for the cost of providing copies.

Tay Hydro Electric Distribution Company Inc.Electricity Distribution Licence ED-2002-0519
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SCHEDULE 1 DEFINITION OF DISTRIBUTION SERVICE AREA

97

This Schedule specifies the area in which the Licensee is authorized to distribute and sell electrici
in accordance with condition 8.1 of this Licence.

98

1. The City of Welland as of January 1, 1991.
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SCHEDULE 2 PROVISION OF STANDARD SUPPLY SERVICE

101

This Schedule specifies the manner in which the Licensee is authorized to retail electricity for th
purposes of fulfilling its obligation under section 29 of the Electricity Act.

102

The Licensee is authorized to retail electricity directly to consumers within its service area
in accordance with condition 8.1 of this Licence, any applicable exemptions to this
Licence, and at the rates set out in the Rate Orders.
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SCHEDULE 3 LIST OF CODE EXEMPTIONS

104

This Schedule specifies any specific Code requirements from which the Licensee has been
exempted.

105

The Licensee is exempt from the requirements of section 2.5.3 of the Standard Supply
Service Code with respect to the price for small volume/residential consumers, subject t
the Licensee offering an equal billing plan as described in its application for exemption
from Fixed Reference Price, and meeting all other undertakings and material representa
tions contained in the application and the materials filed in connection with it.
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APPENDIX A MARKET POWER MITIGATION REBATES

107

1 Definitions and Interpretation

108

In this Licence,

109

“embedded distributor” means a distributor who is not a market participant and to whom a
host distributor distributes electricity;

110

“embedded generator” means a generator who is not a market participant and whose ge
eration facility is connected to a distribution system of a distributor, but does not include a
generator who consumes more electricity than it generates;

111

“host distributor” means a distributor who is a market participant and who distributes elec
tricity to another distributor who is not a market participant.

112

In this Licence, a reference to the payment of a rebate amount by the IMO includes interim pay
ments made by the IMO.

113

2 Information Given to IMO

114

a Prior to the payment of a rebate amount by the IMO to a distributor, the distributor shall provide
the IMO, in the form specified by the IMO and before the expiry of the period specified by the IMO,
with information in respect of the volumes of electricity withdrawn by the distributor from the
IMO-controlled grid during the rebate period and distributed by the distributor in the distributor’s
service area to:

115

i consumers served by a retailer where a service transaction request as defined in the Ret
Settlement Code has been implemented; and

116

ii consumers other than consumers referred to in clause (i) who are not receiving the fixed
price under sections 79.4 and 79.5 of theOntario Energy Board Act, 1998.

117

b Prior to the payment of a rebate amount by the IMO to a distributor which relates to electricity con
sumed in the service area of an embedded distributor, the embedded distributor shall provide th
host distributor, in the form specified by the IMO and before the expiry of the period specified in
the Retail Settlement Code, with the volumes of electricity distributed during the rebate period by
the embedded distributor’s host distributor to the embedded distributor net of any electricity dis
tributed to the embedded distributor which is attributable to embedded generation and distribute
by the embedded distributor in the embedded distributor’s service area to:
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i consumers served by a retailer where a service transaction request as defined in the Ret
Settlement Code has been implemented; and

119

ii consumers other than consumers referred to in clause (i) who are not receiving the fixed
price under sections 79.4 and 79.5 of theOntario Energy Board Act, 1998.

120

c Prior to the payment of a rebate amount by the IMO to a distributor which relates to electricity con
sumed in the service area of an embedded distributor, the host distributor shall provide the IMO, i
the form specified by the IMO and before the expiry of the period specified by the IMO, with the
information provided to the host distributor by the embedded distributor in accordance with sectio
2.

121

The IMO may issue instructions or directions providing for any information to be given under this
section. The IMO shall rely on the information provided to it by distributors and there shall be no
opportunity to correct any such information or provide any additional information and all amounts
paid shall be final and binding and not subject to any adjustment.

122

For the purposes of attributing electricity distributed to an embedded distributor to embedded ge
eration, the volume of electricity distributed by a host distributor to an embedded distributor shal
be deemed to consist of electricity withdrawn from the IMO-controlled grid or supplied to the host
distributor by an embedded generator in the same proportion as the total volume of electricity with
drawn from the IMO-controlled grid by the distributor in the rebate period bears to the total volume
of electricity supplied to the distributor by embedded generators during the rebate period.

123

3 Pass Through of Rebate

124

A distributor shall promptly pass through, with the next regular bill or settlement statement after the
rebate amount is received, any rebate received from the IMO, together with interest at the Prim
Rate, calculated and accrued daily, on such amount from the date of receipt, to:

125

a retailers who serve one or more consumers in the distributor’s service area where a servi
transaction request as defined in the Retail Settlement Code has been implemented;

126

b consumers who are not receiving the fixed price under sections 79.4 and 79.5 of theOntario
Energy Board Act, 1998 and who are not served by a retailer where a service transaction
request as defined in the Retail Settlement Code has been implemented; and

127

c embedded distributors to whom the distributor distributes electricity.

128

The amounts paid out to the recipients listed above shall be based on energy consumed and ca
lated in accordance with the rules set out in the Retail Settlement Code. These payments may 
made by way of set off at the option of the distributor.
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If requested in writing by OPGI, the distributor shall ensure that all rebates are identified as comin
from OPGI in the following form on or with each applicable bill or settlement statement:

130

“ONTARIO POWER GENERATION INC. rebate”

131

Any rebate amount which cannot be distributed as provided above or which is returned by a retaile
to the distributor in accordance with its licence shall be promptly returned to the host distributor o
IMO as applicable, together with interest at the Prime Rate, calculated and accrued daily, on su
amount from the date of receipt.

132

Nothing shall preclude an agreement whereby a consumer assigns the benefit of a rebate paym
to a retailer or another party.

133

Pending pass-through or return to the IMO of any rebate received, the distributor shall hold the
funds received in trust for the beneficiaries thereof in a segregated account.
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CONTACT INFORMATION:1

WELLAND HYDRO-ELECTRIC SYSTEM CORPORATION2
P.O. Box 2803
950 East Main Street4
Welland, ON5
L3B 5P66

7

CHIEF EXECUTIVE OFFICER:8

Mr. Ross Peever9
Telephone: 905-732-1381 (Ext. 232)10
Facsimile: 905-732-012311
E-mail: rpeever@wellandhydro.com12

DIRECTOR OF FINANCE:13

Mr. Wayne Armstrong14
Telephone: 905-732-1381 (Ext. 234)15
Facsimile: 905-732-012316
E-mail: warmstrong@wellandhydro.com17

18
19
20
21

APPLICANT’S COUNSEL: Borden Ladner Gervais LLP22
Suite 410023
40 King Street West24
Toronto ON25
M5H 3Y426

James C. Sidlofsky27
Telephone: 416 367-627728
Facsimile: 416 361-275129
E-mail: jsidlofsky@blgcanada.com30

31
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SPECIFIC APPROVALS REQUESTED:1

In this proceeding, Welland Hydro is requesting the following approvals:2

 Approval to charge rates effective May 1, 2009 to recover a revenue requirement of3

$9,357,747 as set out in Exhibit 1, Tab 2, Schedule 4 and Exhibit 7, Tab 1, Schedule 1.4

The schedule of proposed rates is set out in Exhibit 1, Tab 1, Schedule 2 Appendix A and5

Exhibit 9 Tab 1 Schedule 6;6

 Approval of the Applicant’s proposed change in capital structure, decreasing the7

Applicant’s deemed common equity component from 46.7% to 43.3% and increasing the8

deemed debt component from 53.3% to 56.7%, as set out in Exhibit 6, Tab 1, Schedule 2,9

consistent with Report of the Board on Cost of Capital and 2nd Generation Incentive10

Regulation for Ontario’s Electricity Distributors dated December 20, 2006;11

 Approval of the proposed loss factor as set out in Exhibit 4, Tab 2, Schedule 8;12

 Approval to continue to charge Retail Transmission-Network Service, Retail13

Transmission-Connection, and Wholesale Market and Rural Rate Protection Charges14

approved in the OEB Decision and Order in the matter of Welland Hydro’s 200815

Distribution Rates (EB-2007-0855) subject to any modifications as a result of the OEB’s16

decision on Hydro One Networks’ 2009 Uniform Transmission Rate Adjustment17

Application (OEB File EB-2008-0113);18

 Approval to continue the Specific Service Charges and Transformer Allowance approved19

in the OEB Decision and Order in the matter of Welland Hydro’s 2008 Distribution Rates20

(EB-2007-0855); and21

 Approval to dispose of the following Deferral and Variance Account Balances as at April22

30, 2009 over a three-year period using the method of recovery described in Exhibit 5,23

Tab 1, Schedule 3:24

25
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1508 Other Regulatory Assets1

1508 Other Regulatory Assets - Sub-account OEB Cost Assessments2

1525 Miscellaneous Deferred Debits3

1574 Deferred Revenue4
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DRAFT ISSUES LIST:1

The Applicant would expect, based on previous regulatory experience and other hearings, that2

the following matters pertaining to the 2009 Test Year may constitute issues in this Application:3

The amount of Welland Hydro’s proposed revenue requirement; and4

The reasonableness of the proposed electricity distribution rates.5
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PROCEDURAL ORDERS/MOTIONS/NOTICES:1

On March 12, 2007, the OEB issued a Report titled "LDC Screening Methodology to Establish a2

Rebasing Schedule for Electricity LDCs". The purpose of that Report was "to describe the3

criteria to be considered in determining which electricity distributors to engage in proceedings4

before the Board for rebasing to establish rates for each of the years 2008, 2009 and 2010” and to5

establish the next steps and timelines for filing. Section 3.3 of that Report provided an6

opportunity for LDCs to "self-nominate" to be rebased in a particular year.7

On March 20, 2007 and November 19, 2007, Welland Hydro filed a self-nomination request for8

rebasing in 2009. Subsequently, in Board File No. EB-2006-0330, the OEB issued its list of9

distributors that will be rebased in 2009. Welland Hydro was included on that list.10

On December 24, 2007 the OEB issued a Decision and Order for EB-2007-0663 concerning11

revised 2007 Distribution Rates for Welland Hydro. A description of this Decision is outlined in12

Exhibit 1, Tab 1, Schedule 16.13

No further Decisions and Orders have been issued by the OEB in respect of Welland Hydro to14

the date of filing this Application.15



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 1

Schedule 8
Page 1 of 1

Filed: August 15, 2008

ACCOUNTING ORDERS REQUESTED:1

Welland Hydro is not requesting Accounting Orders in this proceeding.2
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COMPLIANCE WITH UNIFORM SYSTEM OF ACCOUNTS:1

Welland Hydro has followed the accounting principles and main categories of accounts as stated2

in the OEB’s Accounting Procedures Handbook (the “APH”) and the Uniform System of3

Accounts (“USoA”) in the preparation of this Application.4
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DISTRIBUTION SERVICE TERRITORY AND DISTRIBUTION SYSTEM:1

Description of Distributor:2

COMMUNITY SERVED: City of Welland3
TOTAL SERVICE AREA: 86 sq km4
RURAL SERVICE AREA: 0 sq km5
DISTRIBUTION TYPE: Electricity distribution6
SERVICE AREA POPULATION: 50,3317
MUNICIPAL POPULATION: 50,3318
BOUNDARIES: West: Pelham/Wainfleet9

North: Fonthill/Thorold10
East: Niagara Falls11
South: Port Colborne12

A map of Welland Hydro’s Distribution Service Territory accompanies this Schedule as13

Appendix C.14

A schematic diagram of Welland Hydro’s distribution system is attached in Appendix D.15
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APPENDIX C

MAP OF DISTRIBUTION SERVICE TERRITORY
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MAP OF DISTRIBUTION SERVICE TERRITORY1

The outlined area represents the City of Welland.2
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APPENDIX D

MAP OF DISTRIBUTION SYSTEM
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MAP OF WELLAND HYDRO-ELECTRIC SYSTEM CORP. DISTRIBUTION SYSTEM
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LIST OF NEIGHBOURING UTILITIES:1

Welland Hydro is bounded by:2

Hydro One Networks Inc: North & West (Pelham/Fonthill/Wainfleet/Thorold)3

Niagara Peninsula Energy (Niagara Falls Hydro/Pen West Utilities): East4

Canadian Niagara Power: South5
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EXPLANATION OF HOST AND EMBEDDED UTILITIES:1

There are no embedded utilities within Welland Hydro’s distribution service territory nor is2

Welland Hydro a host utility to other distributors.3



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 1

Schedule 13
Page 1 of 1

Filed: August 15, 2008

UTILITY ORGANIZATIONAL STRUCTURE:1

Welland Hydro is a wholly-owned subsidiary of Welland Hydro-Electric Holding Corp. which is2

100% owned by the City of Welland. A chart illustrating Welland Hydro’s corporate family is3

provided at Exhibit 1, Tab 1, Schedule 14.4
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CORPORATE ENTITIES RELATIONSHIP CHART1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

_________________________________25
| |26

27
28
29
30
31
32
33
34
35
36

|37
38
39
40
41
42
43
44
45
46
47
48

CORPORATION OF THE CITY OF
WELLAND

[SHAREHOLDER]
100% ownership of Welland Hydro-Electric

Holding Corp.

Welland Hydro-Electric System
Corp.

[ELECTRICITY
DISTRIBUTION COMPANY]

Wires

Welland Hydro Energy
Services Corp.

[RETAIL COMPANY]
Street Lights, Sentinel Lights

[SHAREHOLDER]
100% ownership of Welland Wifi

Corp.

Welland Wifi Corp.

Wireless Internet

WELLAND HYDRO-ELECTRIC
HOLDING CORP.

[HOLDING COMPANY}

[SHAREHOLDER]
100% ownership of Welland Hydro-Electric

System Corp. and Welland Hydro Energy
Services Corp
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PLANNED CHANGES IN CORPORATE AND OPERATIONAL STRUCTURE:1

No changes to Welland Hydro’s corporate and operational structures are planned at the present2

time. However, Welland Hydro is reviewing recent changes to the Affiliate Relationships Code3

to determine if any changes to the corporate and operational structures are required.4
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STATUS OF BOARD DIRECTIVES FROM PREVIOUS BOARD DECISIONS:1

2007 REVISED DISTRIBUTION RATES -- PILs (EB-2007-0663)2

In its Decision and Order in the matter of EB-2007-0663, the OEB approved revised 20073

Distribution Rates for Welland Hydro effective October 1, 2007. The increase was to cover PILs4

expenses as a result of the elimination of loss carry forwards. Although the OEB approved rates5

were retroactive to October 1, 2007 the OEB directed that such new rates take effect February 1,6

2008 with the increase from October 1, 2007 to January 31, 2008 to be recorded in account 15747

Deferred Revenue for recovery at a later date. The actual amount of deferred revenue resulting8

from EB-2007-0663 is $124,132.45. Account 1574 had a zero balance as at December 31, 20079

as the programming required to calculate the deferral amount was not completed until after year10

end. The entry to record the amount of deferred revenue for the October 1, 2007 to January 31,11

2008 period was made in June, 2008.12

Welland Hydro requests the disposition of account 1574 Deferred Revenue along with associated13

interest over a three year period as outlined in Exhibit 5, Tab 1, Schedule 3.14



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 1

Schedule 17
Page 1 of 1

Filed: August 15, 2008

CONDITIONS OF SERVICE:1

A copy of Welland Hydro’s revised Conditions of Service was filed separately with the OEB on2

August 11, 2008.3
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RECENT CHANGES IN CONDITIONS OF SERVICE:1

A copy of the notice printed in the July 11, 2008 issue of the Welland Tribune advising2

customers regarding planned changes to Welland Hydro’s Conditions of Service for August 11,3

2008 implementation is set out in Appendix E to this Schedule.4
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APPENDIX E

NOTICE TO WELLAND HYDRO-ELECTRIC SYSTEM CORP.’S
CUSTOMERS REGARDING PLANNED CHANGES TO CONDITIONS OF

SERVICE
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PRELIMINARY LIST OF WITNESSES:1

While Welland Hydro requests that this Application be disposed of by way of a written hearing,2

should a technical conference or an oral hearing be necessary Welland Hydro will provide a list3

of potential witnesses as required.4
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SUMMARY OF THE APPLICATION:1

Preamble2

Welland Hydro has submitted this Application in order to meet its Corporate Mission and3

Corporate Goals as outlined below. Current rates will result in actual Return on Equity in 20084

and 2009 well below levels currently approved by the OEB. The increased rates are required to:5

1) Maintain current capital investment levels in infrastructure to ensure a reliable6

distribution system.7

2) Continue with training programs for lineman needed to meet future staffing requirements.8

3) Manage staffing levels and skills to ensure regulatory compliance, promote conservation9

programs along with the introduction of smart meters, and implement reporting changes10

resulting from the adoption of International Financial Reporting Standards.11

4) To provide a reasonable rate of return to the Shareholder.12

13

Welland Hydro’s Mission Statement is:14

Welland Hydro-Electric System Corp. is our community’s proud distributor of safe,15
reliable electricity to our valued customers.16

Welland Hydro’s priorities are defined in its Corporate Goals:17

To incorporate into day to day business, Health and Safety measures that safeguards the18
public and our employees. Corporate policy is the pursuit of zero lost time injuries by19
2011.20

To enhance the quality, safety, and reliability of our electrical distribution system while21
meeting or exceeding all statutory, environmental and regulatory requirements.22

To sustain the viability of Welland Hydro-Electric System Corp. through prudent and23
responsible management of assets and resources, while enhancing the overall value of24
the organization to the Shareholder, at reasonable electrical distribution rates.25
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To promote a dynamic and proactive environment where employees are proud to work1
and succeed in their careers while pursing a customer and community focused future.2

To pursue new innovations, partnerships and best management practices in our quest to3
meet or exceed financial expectations of our community by cost sharing, efficiency gains4
and cost savings.5

To protect and enhance the environment through energy conservation, demand6

management and other environmental friendly initiatives.7

In keeping with this vision to pursue health and safety as its top priority, Welland Hydro was8

recently awarded by the Electrical & Utilities Safety Association (“E&USA”) the safety Silver9

Award for its pursuit of “ZeroQuest” which represents zero injuries and illnesses. To promote10

public safety, Welland Hydro has been an active partner in the development of the Niagara11

Region’s Children’s Safety Village located in Welland. This non-profit organization provides12

safety training including electricity safety training for thousands of local school children each13

year.14

Within its service territory, Welland Hydro has partnered with local agencies and businesses to15

deliver innovative conservation and demand management programs.16

Welland Hydro has consistently exceeded the OEB’s Service Quality Indicators and, as set out in17

Table 1 below, has targeted to maintain its performance at levels equal to or above the OEB’s18

standards in 2008 and 2009.19

20



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 2

Schedule 1
Page 3 of 8

Date Filed: August 15, 2008

Table 11
WELLAND HYDRO’S SERVICE QUALITY INDICATORS2

AVERAGE PERFORMANCE FOR 20073

Appointments Met – at the appointed time
SQI Standard: 90% of the time
2007 Actual 2008 Target 2009 Target
100.00% 90.00% 95.00%

Telephone Accessibility – answered in person within 30 seconds
SQI Standard: 65% of the time
2007 Actual 2008 Target 2009 Target
99.7% 65.00% 70.00%

Underground Cable Locates – within 5 working days
SQI Standard: 90% of the time
2007 Actual 2008 Target 2009 Target
99.8% 90.00% 90.00%

Connection of New Services –within 5 working days
SQI Standard: 90% of the time
2007 Actual 2008 Target 2009 Target
99.3% 90.00% 95.00%

Emergency Response – Urban within 60 minutes and Rural within 120 minutes
SQI Standard: 90% of the time
2007 Actual 2008 Target 2009 Target
100.00% 100.00% 100.00%

Written Responses to Inquiries – within 10 working days
SQI Standard: 80% of the time
2007 Actual 2008 Target 2009 Target
100.0% 80.00% 85.00%

4
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Welland Hydro tracks service reliability statistics SAIDI (System Average Interruption Duration1

Index) and SAIFI (System Average Interruption Frequency Index) including and excluding2

Hydro One related incidents. The following table shows actual results for the past five years.3

Excluding Total Excluding Total Excluding Total Excluding Total Excluding Total
Hydro One System Hydro One System Hydro One System Hydro One System Hydro One System

SAIDI 0.96 5.87 0.51 1.75 1.20 5.47 1.09 2.05 4.91 4.95

SAIFI 1.93 3.47 1.25 3.04 1.71 5.76 1.77 5.09 5.31 5.31

20072003 2004 2005 2006

4

5

In 2007 Welland Hydro’s service reliability statistics were negatively affected by a major ice6

storm in the month of January. As a result, SAIDI and SAIFI reliability indexes excluding7

Hydro One increased significantly compared to previous years. Welland Hydro is committed to8

the reliability of the distribution system and has set a target index of 2.00 for both SAIDI and9

SAIFI in its 2008 Business Plan. In order to meet these targets Welland Hydro will need to10

continue making capital investments in infrastructure over the next two years at levels which11

were expended in 2006 and 2007.12

Purpose and Need13

Welland Hydro’s requested revenue requirement for 2009 in the amount of $9,357,747 includes14

the recovery of its costs to provide distribution services, its permitted Return on Equity [“ROE”]15

and the funds necessary to service its debt as it transitions to a 60%/40% debt equity ratio by16

2010.17

When forecasted energy and demand levels for 2009 are considered, Welland Hydro estimates18

that its present rates will produce a deficiency in distribution revenue of $1,608,305 for the 200919

Test Year. Should this revenue deficiency continue, Welland Hydro will not be able to sustain20

the current capital investment and lineperson training programs required to ensure a safe and21

reliable distribution system.22
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Therefore, Welland Hydro seeks the OEB’s approval to revise its electricity distribution rates.1

The rates proposed to recover its projected revenue requirement and other relief sought are set2

out in Exhibit 1, Tab 1, Schedule 2, Appendix A and Exhibit 9, Tab 1, Schedule 6 to this3

Application.4

The information presented in this Application is Welland Hydro’s forecasted results for its 20095

Test Year. Welland Hydro is also presenting the historical actual information for fiscal 2006,6

OEB-Approved data for 2006, actual information for fiscal 2007, and forecast results for the7

2008 Bridge Year.8

Timing9

The financial information supporting the Test Year for this Application will be Welland Hydro’s10

fiscal year ending December 31, 2009 (the “2009 Test Year”). However, this information will be11

used to set rates for the period May 1, 2009 to April 30, 2010.12

Customer Impact13

In preparing this application, Welland Hydro has considered the impacts on its customers, with a14

goal of minimizing those impacts. With respect to cost allocation, Welland Hydro notes that for15

the majority of its customers, the current revenue to cost ratio of each rate class does not fall16

within the applicable threshold defined by the OEB in the November 28, 2007, Report on17

Application of Cost Allocation for Electricity Distributors. As a result, adjustments have been18

made in this Application to bring all but Street Light and Sentinel Light classes within the19

allowed ranges of the revenue-to-cost ratios. Street Light and Sentinel Light classes are being20

increased by approximately 50% of the difference between their current levels and the bottom of21

the OEB’s ranges, and Welland Hydro will further adjust the revenue-to-cost ratios in 2010 to22

bring them to the bottom of the approved ranges. Increased distribution revenue from these two23

classes in 2009 and 2010 will be offset by reductions in distribution revenue from the Residential24

class. Although this class is currently within the targeted revenue-to-cost ratio, the reductions in25

2009 and 2010 will move the revenue-to-cost ratio closer to 100%.26
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Customer impacts including the percentage average Total Bill Impact and Average Dollar1

Impact, which include revised distribution rates [monthly service charge and volumetric rates],2

revised loss factors, and regulatory asset rate riders to dispose of the balances in the Deferral and3

Variance Accounts requested in this Application over a three-year period are set out in Table 24

below. A comparison has also been provided to 2007 monthly billings prior to decreases in5

Retail Transmission Rates and the elimination of the Regulatory Rate Rider which went into6

effect May 1, 2008. The impact of these two adjustments has been reflected in the 2008 monthly7

billings.8

9
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Table 21
TOTAL BILL IMPACT – PERCENT & DOLLAR2

Class – Typical Usage
Total Bill

Impact
%

Monthly
Dollar
Impact

Residential - 1000 kWh/mth
Comparison to 2008 1.79% $2.03
Comparison to 2007 (2.36%) ($2.80)

General Service <50 kW 3,000 kWh/mth
Comparison to 2008 4.82% $14.70
Comparison to 2007 1.19% $3.75

General Service >50 kW
250 kW 75,000 kWh/mth
Comparison to 2008 4.77% $348.26
Comparison to 2007 1.15% $86.95

Large Use
5,400 kW 2,400,000 kWH/mth
Comparison to 2008 1.35% $2,876.48
Comparison to 2007 (0.19%) ($409.95)

Street Lighting
1106 kW 417,140 kWh/mth
Comparison to 2008 40.31% $14,073.19
Comparison to 2007 37.96% $13,477.99

Sentinel Lighting
0.30 kW 134.55 kWh/mth
Comparison to 2008 24.83% $2.81
Comparison to 2007 18.76% $2.23

Unmetered Scattered Load 500kWh/mth
Comparison to 2008 8.31% $4.50
Comparison to 2007 4.72% $2.64

3
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Capital Structure1

Welland Hydro is requesting a change in its deemed capital structure. Specifically, Welland2

Hydro is requesting a decrease in the deemed equity ratio from 46.7% to 43.3% consistent with3

the second year of the phase-in of the shift in Welland Hydro’s capital structure from 50% to4

40% equity as outlined in the Report of the Board on Cost of Capital and 2nd Generation5

Incentive Regulation for Ontario Electricity Distributors dated December 20, 2006 (the “Cost of6

Capital Report”).7

Return on Equity8

Welland Hydro has assumed a return on equity of 8.57% consistent with the Cost of Capital9

Parameter Updates for 2008 Cost of Service Applications issued by the OEB on March 8, 2008.10

Welland Hydro understands the OEB will be finalizing the return on equity for 2009 rates based11

on January 2009 market interest rate information.12

Capital Expenditures13

Welland Hydro continues to expand and reinforce its distribution system in order to meet the14

demand of new and existing customers in its service territory. Expenditures are also being made15

to meet regulations set out by both the OEB and IESO including load transfers and primary16

metering points.17

Operating and Maintenance Costs18

Based on the OEB’s Comparison of Ontario Electricity Distributors Costs [EB-2006-0268], as19

updated with 2007 Data issued on June 25, 2008, Welland Hydro’s OM&A costs per customer20

compare favorably with its “Mid Size Southern Medium-High Undergrounding” cohort. In21

2007, the average OM&A cost per customer for the cohort was $214.00 while Welland Hydro’s22

cost was $209.00. Over the 3-year average from 2005 to 2007, Welland Hydro’s cost was23

$183.00 while the average for the cohort was $208.00. Details of the calculations supporting this24

analysis are included in Appendix F to this Schedule.25
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APPENDIX F

COMPARISON OF WELLAND HYDRO-ELECTRIC SYSTEM CORP.
OM&A COSTS TO “MID SIZE SOUTHERN MEDIUM-HIGH

UNDERGROUNDING” COHORT GROUPING
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SUMMARY OF THE APPLICATION

Comparison of Welland Hydro-Electric System Corp.
OM&A Costs To “Mid Size Southern Medium-High Undergrounding”

Cohort Grouping

Cohort Groupings Total OM&A

By Distribution Company
2005-2007

3 Year Avg. 2007

E.L.K. Energy Inc. $ 155.00 $ 182.00

Wasaga Distribution Inc. $ 157.00 $ 159.00

Chatam-Kent Hydro Inc. $ 162.00 $ 164.00

Peterborough Distribution Incorporated $ 181.00 $ 192.00

Festival Hydro Inc. $ 182.00 $ 185.00

Welland Hydro-Electric System Corp. $ 183.00 $ 209.00

Kingston Electricity Distribution Limited $ 189.00 $ 182.00

Westario Power Inc. $ 203.00 $ 196.00

COLLUS Power Corp. $ 211.00 $ 225.00

St. Thomas Energy Inc. $ 216.00 $ 214.00

Essex Powerlines Corporation $ 221.00 $ 206.00

Woodstock Hydro Services Inc. $ 223.00 $ 228.00

Niagara Falls Hydro Inc. $ 247.00 $ 255.00

Bluewater Power Distribution Company $ 261.00 $ 256.00

Erie Thames Powerline Corporation $ 329.00 $ 356.00

Average for Cohort Group $ 208.00 $ 214.00

SOURCE:

Comparison of Ontario Electricity Distributors Costs [EB-2006-0268], updated with 2007 Data

Issued June 25, 2008.
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BUDGET DIRECTIVES:1

Welland Hydro compiles budget information for the three major components of the budgeting2

process: revenue forecasts, operating and maintenance expense forecast and capital budget3

forecast. This budget information is compiled for both the 2008 Bridge Year and the 2009 Test4

Year.5

Revenue Forecast6

Welland Hydro's energy sales and revenue forecast model was updated to reflect more recent7

information. This model was then used to prepare the revenues sales and throughput volume and8

revenue forecast at existing rates for fiscal 2008 and 2009. The forecast is weather normalized9

as outlined in Exhibit 3, Tab 2, Schedule 1 and considers such factors as new customer additions,10

customer class changes, and load profiles for all classes of customers.11

Operating Maintenance and Administration (“OM&A”) Expense Forecast12

The OM&A expenses for the 2008 Bridge Year and the 2009 Test Year have been based on an13

in-depth review of operating priorities and requirements and is strongly influenced by prior year14

experience. Each item is reviewed account by account for each of the forecast years with15

indirect costs allocated to direct costs for budget presentation.16

Capital Budget17

The capital budget forecast 2008 and 2009 is influenced, among other factors, by Welland18

Hydro’s capacity to finance capital projects. Indirect costs are allocated to direct costs in the19

capital budget. All proposed capital projects are assessed within the framework of its capital20

budget priority and are outlined in Exhibit 2, Tab 3, Schedule 3 (Capital Expenditures by21

Project).22
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CHANGES IN METHODOLOGY:1

Welland Hydro is not requesting any changes in methodology in the current proceeding.2
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1
2

2008 Bridge

Existing Rates

2009 Test

Existing Rates

2009 Test

Proposed Rates

Revenue

Suff/ Def From Below. $1,608,305
Distribution Revenue $7,051,503 $7,093,092 $7,093,092
Other Operating Revenue (Net) $698,920 $656,350 $656,350

Total Revenue $7,750,423 $7,749,442 $9,357,747

Distribution Costs

Operation, Maintenance, and Administration $4,726,832 $5,113,936 $5,113,936
Depreciation & Amortization $1,718,187 $1,721,827 $1,721,827
Property & Capital Taxes $25,792 $27,730 $27,730
Interest- Deemed Interest $881,547 $948,857 $948,857

Total Costs and Expenses $7,352,358 $7,812,350 $7,812,350

Less OCT Included Above $25,792 $27,730 $27,730

Total Costs and Expenses Net of OCT $7,326,566 $7,784,620 $7,784,620

Utility Income Before Income Taxes $423,857 -$35,178 $1,573,127

Income Taxes

Corporate Taxes $203,780 $697 $531,437
Ontario Capital Tax $25,792 $27,730 $27,730

Total Income Taxes $229,572 $28,427 $559,167

Utilitiy Net Income $194,285 -$63,604 $1,013,960

Rate Base $26,462,961 $27,324,488 $27,324,488

Return on Equity 9.00% 8.57% 8.57%

Equity Rate Base% 46.70% 43.30% 43.30%

Expected Return on Equity 1,112,238 1,013,960 1,013,960

Revenue Deficiency After Tax 917,953 1,077,564

Revenue Deficiency Before Tax 1,380,381 1,608,305

Calculation of Revenue Deficiency or Surplus

3
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CAUSES OF REVENUE DEFICIENCY:1

Welland Hydro’s net revenue deficiency is calculated as $1,077,564 and when grossed up for2

PILs, the revenue deficiency is $1,608,305. Welland Hydro-Electric System Corp.’s calculation3

of its 2009 revenue deficiency is provided in Exhibit 1, Tab 2, Schedule 4 and Exhibit 7, Tab 1,4

Schedule 1.5

The revenue deficiency is primarily the result of:6

Increases in OM&A costs including depreciation expense. Welland Hydro implemented7

a lineperson apprentice program in 2007 in order to ensure qualified lineman are in place8

for forecasted retirements in the next five years. In addition, Welland Hydro has9

upgraded its Regulatory and Engineering staff with new hires in 2007 and 2008. The10

addition of a Conservation and Demand analyst in 2010 is necessary to meet the work11

load associated with conversation programs initiated by the Ontario Power Authority12

(“OPA”). OM&A cost are discussed in further detail in Exhibit 4; and13

Capital Expenditures in 2006 and 2007 exceeded depreciation levels resulting in a14

increased rate base on which the rate of return is calculated. Welland Hydro is15

committed to ensuring the reliability of the distribution system and will continue to invest16

in capital infrastructure in 2008 and 2009. Changes in the Rate Base are discussed17

further in Exhibit 2.18

Welland Hydro is committed to meeting its corporate mission and goals of providing a safe and19

reliable distribution through prudent investments in capital assets and investing in training and20

education of staff required to meet the future needs of its customers.21
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FINANCIAL STATEMENTS - 2007:1

Welland Hydro’s Audited 2007 Financial Statements accompany this Schedule as Appendix G.2
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APPENDIX G

COPY OF AUDITED FINANCIAL STATEMENTS FOR 2007
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PRO FORMA FINANCIAL STATEMENTS - 2008 AND 2009:1

The Welland Hydro Pro Forma Statements for the 2008 Bridge Year and the 2009 Test Year2

accompany this Schedule as Appendix H and Appendix I respectively.3
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APPENDIX H

COPY OF WELLAND HYDRO-ELECTRIC SYSTEM CORP.
2008 PRO FORMA STATEMENTS
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Welland Hydro-Electric System Corp.
2008 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description Total
3000-Sales of Electricity

4006-Residential Energy Sales (8,144,845.19)

4010-Commercial Energy Sales (237,094.11)

4015-Industrial Energy Sales (273,292.33)

4020-Energy Sales to Large Users (3,218,333.56)

4025-Street Lighting Energy Sales (228,056.92)

4030-Sentinel Lighting Energy Sales (57,135.44)

4035-General Energy Sales (2,651,673.25)

4036-General Service > 50 kw (6,347,122.51)

4055-Energy Sales for Resale (7,357,724.70)

4062-Billed WMS (3,072,362.00)

4066-Billed NW (2,416,581.00)

4068-Billed CN (2,286,404.00)

3000-Sales of Electricity Total (36,290,625.00)

3050-Revenues From Services - Distirbution

4080-Distribution Services Revenue (7,123,753.00)

4082-Retail Services Revenues (35,174.00)

4084-Service Transaction Requests (STR) Revenues (2,040.00)

3050-Revenues From Services - Distirbution Total (7,160,967.00)

3100-Other Operating Revenues

4210-Rent from Electric Property (149,031.00)

4225-Late Payment Charges (66,000.00)

4235-Miscellaneous Service Revenues (149,455.00)

3100-Other Operating Revenues Total (364,486.00)

3150-Other Income & Deductions

4325-Revenues from Merchandise, Jobbing, Etc. -

4355-Gain on Disposition of Utility and Other Property -

4380-Expenses of Non-Utility Operations -

4390-Miscellaneous Non-Operating Income (19,020.00)

3150-Other Income & Deductions Total (19,020.00)

3200-Investment Income

4405-Interest and Dividend Income (205,950.00)

3200-Investment Income Total (205,950.00)
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3350-Power Supply Expenses

4705-Power Purchased 28,515,278.00

4708-Charges-WMS 3,072,362.00

4710-Cost of Power Adjustments -

4714-Charges-NW 2,416,581.00

4716-Charges-CN 2,286,404.00

4720-Other Power Expenses -

4730-Rural Rate Assistance Expense -

3350-Power Supply Expenses Total 36,290,625.00

3500-Distribution Expenses - Operation

5005-Operation Supervision and Engineering 83,862.00

5010-Load Dispatching 76,867.00

5012-Station Buildings and Fixtures Expense 11,973.00

5014-Transformer Station Equipment - Operation Labour -

5015-Transformer Station Equipment - Operation Supplies and Expenses -

5016-Distribution Station Equipment - Operation Labour 15,552.00

5017-Distribution Station Equipment - Operation Supplies and Expenses 112,565.00

5020-Overhead Distribution Lines and Feeders - Operation Labour 87,931.00

5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 168,573.00

5030-Overhead Subtransmission Feeders - Operation 76,052.00

5035-Overhead Distribution Transformers- Operation 13,853.00

5040-Underground Distribution Lines and Feeders - Operation Labour 138,440.00

5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 26,409.00

5050-Underground Substation Feeders 42,382.00

5055-Underground Distribution Transformers - Operation 13,200.00

5065-Meter Expense 312,698.00

5070-Customer Premises - Operation Labour 7,606.00

5075-Customer Premises - Materials and Expenses -

5085-Miscellaneous Distribution Expense 167,742.00

5095-Overhead Distribution Lines and Feeders - Rental Paid 21,966.00

5096-Other Rent -

3500-Distribution Expenses - Operation Total 1,377,671.00

3550-Distribution Expenses - Maintenance

5105-Maintenance Supervision and Engineering 85,144.00

5110-Maintenance of Buildings and Fixtures - Distribution Stations 18,022.00

5114-Maintenance of Distribution Station Equipment 16,627.00

5120-Maintenance of Poles, Towers and Fixtures 45,281.00

5121-Maintenance of Subtrans 11,980.00

5125-Maintenance of Overhead Conductors and Devices 162,406.00

5126-Maintanance of Overhead Subtrans 66,512.00
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5130-Maintenance of Overhead Services 181,594.00

5135-Overhead Distribution Lines and Feeders - Right of Way 204,588.00

5145-Maintenance of Underground Conduit 22,548.00

5150-Maintenance of Underground Conductors and Devices 143,766.00

5151-Maintenance Emergency 20,728.00

5155-Maintenance of Underground Services 56,898.00

5160-Maintenance of Line Transformers 91,046.00

5175-Maintenance of Meters 3,701.00

5195-Maintenance of Customer Premises 4,994.00

3550-Distribution Expenses - Maintenance Total 1,135,835.00

3650-Billing and Collecting

5305-Supervision -

5310-Meter Reading Expense 129,563.00

5315-Customer Billing 397,246.00

5320-Collecting 332,691.00

5325-Cash Over & Short 12.00

5335-Bad Debt Expense 58,480.00

5340-Miscellaneous Customer Accounts Expenses -

5350-Retail Billing 28,781.00

5360-Retail STR 2,059.00

3650-Billing and Collecting Total 948,832.00

3700-Community Relations

5405-Supervision 39,613.00

5410-Community Relations - Sundry 4,978.00

5415-Energy Conservation 15,000.00

5420-Community Safety Program 7,290.00

5425-Misc Other Programs 111.00

5510-Demonstrating and Selling Expense -

5515-Advertising Expense 10,502.00

5520-Miscellaneous Sales Expense -

3700-Community Relations Total 77,494.00

3800-Administrative and General Expenses

5605-Executive Salaries and Expenses 313,443.00

5610-Management Salaries and Expenses 393,151.00

5615-General Administrative Salaries and Expenses 273,349.00

5620-Office Supplies and Expenses -

5625-Administrative Expense Transferred Credit (194,884.00)

5630-Outside Services Employed 135,000.00

5635-Property Insurance -
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5640-Injuries and Damages -

5645-Employee Pensions and Benefits 111,064.00

5655-Regulatory Expenses 45,800.00

5660-General Advertising Expenses -

5665-Miscellaneous General Expenses 102,054.00

5675-Maintenance of General Plant -

5680-Electrical Safety Authority Fees 8,023.00

3800-Administrative and General Expenses Total 1,187,000.00

3850-Amortization Expense

5705-Amortization Expense - Property, Plant, and Equipment 1,718,187.02

3850-Amortization Expense Total 1,718,187.02

3900-Interest Expense

6005-Interest on Long Term Debt 843,746.00

6030-Interest on Debt to Associated Companies -

6035-Other Interest Expense 38,400.00

3900-Interest Expense Total 882,146.00

3950-Taxes Other Than Income Taxes

6105-Taxes Other Than Income Taxes 25,792.00

3950-Taxes Other Than Income Taxes Total 25,792.00

4000-Income Taxes

6110-Income Taxes 203,779.93

4000-Income Taxes Total 203,779.93

4100-Extraordinary & Other Items

6205-Donations 12,000.00

6215-Penalties -

6310-Extraordinary Deductions (271,632.24)

4100-Extraordinary & Other Items Total (259,632.24)

Net Income (453,318.29)
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Welland Hydro-Electric System Corp.
2008 BALANCE SHEET

Account Description Total
1050-Current Assets
1005-Cash 5,744,085.20
1010-Cash Advances and Working Funds -
1011-Blank -
1020-Interest Special Deposits -
1040-Other Special Deposits 602,582.12
1070-Investments -
1100-Customer Accounts Receivable 2,031,411.52
1102-Accounts Receivable - Services (4,469.22)
1104-Accounts Receivable - Recoverable Work 240,700.91
1105-Accounts Receivable - Merchandise, Jobbing, etc. -
1110-Other Accounts Receivable (24,390.69)
1120-Accrued Utility Revenues 5,397,407.00

1130-Accumulated Provision for Uncollectible Accounts--Credit (71,502.02)
1140-Interest and Dividends Receivable 23,437.50
1150-Rents Receivable -
1180-Prepayments 10,929.00
1182-Prepaid Property Taxes -
1200-Accounts Receivable from Associated Companies (6,705.00)
1208-Due to/from CS-City -
1210-Notes Receivable from Associated Companies -

1050-Current Assets Total 13,943,486.32

1100-Inventory
1330-Plant Materials and Operating Supplies 493,452.00
1305-Fuel Stock -
1350-Other Materials and Supplies -

1100-Inventory Total 493,452.00

1150-Non-Current Assets
1405-Long Term Investments in Non-Associated Companies -
1410-Other Special or Collateral Funds -
1460-Other Non-Current Assets -

1150-Non-Current Assets Total -

1200-Other Assets and Deferred Charges
1508-Other Regulatory Assets 269,090.20
1518-RCVARetail -
1525-Miscellaneous Deferred Debits 13,087.58
1548-RCVASTR -
1550-LV Variance Account -
1555-Smart Meters Capital Variance Account (101,652.00)
1556-Smart Meters OM&A Variance Account -



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 3

Schedule 2
Appendix H

Page 6 of 8
Filed: August 15, 2008

1562-Deferred Payments in Lieu of Taxes 2,089.49
1565-Conservation and Demand Management Expenditures and Recoveries -
1566-CDM Contra Account -
1570-Qualifying Transition Costs -
1571-Pre-market Opening Energy Variance -
1572-Extraordinary Event Costs -
1580-RSVAWMS (921,786.85)
1582-RSVAONE-TIME 42,493.53

1584-RSVANW 441,051.18
1586-RSVACN 193,039.04
1588-RSVAPOWER (186,735.18)
1589-Reserve for Non RSVA Variances -
1590-Recovery of Regulatory Asset Balances -

1200-Other Assets and Deferred Charges Total (249,323.01)

1450-Distribution Plant
1805-Land 158,686.06
1806-Land Rights 70,296.15
1808-Buildings and Fixtures 96,567.70
1810-Leasehold Improvements -
1815-Transformer Station Equipment - Normally Primary above 50 kV -
1820-Distribution Station Equipment - Normally Primary below 50 kV 4,011,639.00
1825-Storage Battery Equipment -
1830-Poles, Towers and Fixtures 3,581,723.48
1835-Overhead Conductors and Devices 11,941,204.82
1840-Underground Conduit 276,369.75
1845-Underground Conductors and Devices 10,522,550.55
1850-Line Transformers 6,081,090.51
1855-Services 245,893.24
1860-Meters 2,284,885.14
1870-Leased Property Customer Premises 8,009.60

1450-Distribution Plant Total 39,278,916.00

1500-General Plant
1905-Land -
1906-Land Rights -
1908-Buildings and Fixtures 1,880,751.90
1915-Office Furniture and Equipment 249,618.79
1920-Computer Equipment - Hardware 369,060.47
1925-Computer Software 611,256.59
1930-Transportation Equipment 1,594,744.81

1935-Stores Equipment 30,023.30
1940-Tools, Shop and Garage Equipment 319,681.22
1945-Measurement and Testing Equipment 166,690.43
1950-Power Operated Equipment -
1955-Communication Equipment 175,717.75
1960-Miscellaneous Equipment 292,628.71
1970-Load Management Controls - Customer Premises -
1980-System Supervisory Equipment 1,063,152.99
1995-Contributions and Grants - Credit (1,555,492.42)
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1500-General Plant Total 5,197,834.54

1550-Other Capital Assets
2055-Construction Work in Progress--Electric -
2060-Electric Plant Acquisition Adjustment -

2070-Other Utility Plant -

1550-Other Capital Assets Total -

1600-Accumulated Amortization
2105-Accum. Amortization of Electric Utility Plant - Property, Plant, & Equipment (23,913,516.55)
2160-Accumulated Amortization of Other Utility Plant -

1600-Accumulated Amortization Total (23,913,516.55)

Total Assets 34,750,849.30

1650-Current Liabilities
2205-Accounts Payable 244,645.42
2208-Customer Credit Balances 17,379.59
2210-Current Portion of Customer Deposits 602,582.12
2211-Deposits RSP -
2215-Deposits Work Orders -
2220-Miscellaneous Current and Accrued Liabilities 3,797,181.30
2240-Accounts Payable to Associated Companies -
2250-Debt Retirement Charges( DRC) Payable 227,602.63
2290-Commodity Taxes -
2292-Payroll Deductions / Expenses Payable -
2294-Accrual for Taxes, Payments in Lieu of Taxes, Etc. -
2264-Employee Future Benefits-Short Term 70,545.00

1650-Current Liabilities Total 4,959,936.06

1700-Non-Current Liabilities
2306-Employee Future Benefits 1,509,081.37
2310-Vested Sick Leave Liability
2320-Other Miscellaneous Non-Current Liabilities -
2335-Long Term Customer Deposits 426,735.45
2350-Future Income Tax - Non-Current -
2405-Other Regulatory Liabilities 6,539.71
2406-Defer'd PILS Rev -
2425-Other Deferred Credits -

1700-Non-Current Liabilities Total 1,942,356.53

1800-Long-Term Debt
2550-Advances from Associated Companies 13,499,952.65

1800-Long-Term Debt Total 13,499,952.65

1850-Shareholders' Equity
3005-Common Shares Issued 12,953,179.69
3010-Contributed Surplus 2,714,448.08
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3030-Miscellaneous Paid-In Capital 630,158.00
3045-Unappropriated Retained Earnings -
3046-Balance Transferred From Income 453,318.29
3049-Dividends Payable-Common Shares (2,402,500.00)

1850-Shareholders' Equity Total 14,348,604.06

Total Liabilities & Shareholder's Equity 34,750,849.30

Balance Sheet Total 0.00
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APPENDIX I

COPY OF WELLAND HYDRO-ELECTRIC SYSTEM CORP.
2009 PRO FORMA STATEMENTS
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Welland Hydro-Electric System Corp.
2009 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description Total
3000-Sales of Electricity
4006-Residential Energy Sales (8,412,120.33)

4010-Commercial Energy Sales (244,874.41)

4015-Industrial Energy Sales (282,260.49)

4020-Energy Sales to Large Users (3,323,943.98)

4025-Street Lighting Energy Sales (235,540.66)

4030-Sentinel Lighting Energy Sales (59,010.35)

4035-General Energy Sales (2,738,688.57)

4036-General Service > 50 kw (6,555,404.93)

4055-Energy Sales for Resale (7,599,170.28)

4062-Billed WMS (3,080,760.00)

4066-Billed NW (2,335,966.00)

4068-Billed CN (2,306,110.00)

3000-Sales of Electricity Total (37,173,850.00)

3050-Revenues From Services - Distirbution

4080-Distribution Services Revenue (7,165,872.00)

4082-Retail Services Revenues (35,174.00)

4084-Service Transaction Requests (STR) Revenues (2,040.00)

3050-Revenues From Services - Distirbution Total (7,203,086.00)

3100-Other Operating Revenues
4210-Rent from Electric Property (149,031.00)

4225-Late Payment Charges (66,000.00)

4235-Miscellaneous Service Revenues (149,455.00)

3100-Other Operating Revenues Total (364,486.00)

3150-Other Income & Deductions
4325-Revenues from Merchandise, Jobbing, Etc. -

4355-Gain on Disposition of Utility and Other Property -

4380-Expenses of Non-Utility Operations -

4390-Miscellaneous Non-Operating Income (19,020.00)

3150-Other Income & Deductions Total (19,020.00)

3200-Investment Income
4405-Interest and Dividend Income (162,850.00)

3200-Investment Income Total (162,850.00)
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3350-Power Supply Expenses

4705-Power Purchased 29,451,014.00

4708-Charges-WMS 3,080,760.00

4710-Cost of Power Adjustments -

4714-Charges-NW 2,335,966.00

4716-Charges-CN 2,306,110.00

4720-Other Power Expenses -

4730-Rural Rate Assistance Expense -

3350-Power Supply Expenses Total 37,173,850.00

3500-Distribution Expenses - Operation
5005-Operation Supervision and Engineering 86,349.00

5010-Load Dispatching 79,101.00

5012-Station Buildings and Fixtures Expense 12,268.00

5014-Transformer Station Equipment - Operation Labour -

5015-Transformer Station Equipment - Operation Supplies and Expenses -

5016-Distribution Station Equipment - Operation Labour 17,676.00

5017-Distribution Station Equipment - Operation Supplies and Expenses 115,650.00

5020-Overhead Distribution Lines and Feeders - Operation Labour 99,596.00

5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 181,766.00

5030-Overhead Subtransmission Feeders - Operation 85,777.00

5035-Overhead Distribution Transformers- Operation 14,131.00

5040-Underground Distribution Lines and Feeders - Operation Labour 157,335.00

5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 27,295.00

5050-Underground Substation Feeders 47,806.00

5055-Underground Distribution Transformers - Operation 13,444.00

5065-Meter Expense 339,287.00

5070-Customer Premises - Operation Labour 8,644.00

5075-Customer Premises - Materials and Expenses -

5085-Miscellaneous Distribution Expense 188,506.00

5095-Overhead Distribution Lines and Feeders - Rental Paid 22,405.00

5096-Other Rent -

3500-Distribution Expenses - Operation Total 1,497,036.00

3550-Distribution Expenses - Maintenance

5105-Maintenance Supervision and Engineering 95,673.00

5110-Maintenance of Buildings and Fixtures - Distribution Stations 18,933.00

5114-Maintenance of Distribution Station Equipment 18,397.00

5120-Maintenance of Poles, Towers and Fixtures 50,587.00

5121-Maintenance of Subtrans 13,469.00

5125-Maintenance of Overhead Conductors and Devices 180,518.00

5126-Maintenance of Overhead Subtrans 74,124.00
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5130-Maintenance of Overhead Services 199,717.00

5135-Overhead Distribution Lines and Feeders - Right of Way 209,200.00

5145-Maintenance of Underground Conduit 23,977.00

5150-Maintenance of Underground Conductors and Devices 158,122.00

5151-Maintenance Emergency 22,969.00

5155-Maintenance of Underground Services 62,433.00

5160-Maintenance of Line Transformers 93,606.00

5175-Maintenance of Meters 3,813.00

5195-Maintenance on Customer Premises 5,676.00

3550-Distribution Expenses - Maintenance Total 1,231,214.00

3650-Billing and Collecting

5305-Supervision -

5310-Meter Reading Expense 132,554.00

5315-Customer Billing 409,365.00

5320-Collecting 345,711.00

5325-Cash Over & Short 50.00

5335-Bad Debt Expense 59,650.00

5340-Miscellaneous Customer Accounts Expenses -

5350-Retail Billing 30,725.00

5360-Retail STR 2,119.00

3650-Billing and Collecting Total 980,174.00

3700-Community Relations

5405-Supervision 40,800.00

5410-Community Relations - Sundry 5,536.00

5415-Energy Conservation 95,274.00

5420-Community Safety Program 6,500.00

5425-Misc Other Programs 100.00

5510-Demonstrating and Selling Expense -

5515-Advertising Expense 11,457.00

5520-Miscellaneous Sales Expense -

3700-Community Relations Total 159,667.00

3800-Administrative and General Expenses
5605-Executive Salaries and Expenses 327,398.00

5610-Management Salaries and Expenses 403,669.00

5615-General Administrative Salaries and Expenses 283,123.00

5620-Office Supplies and Expenses -

5625-Administrative Expense Transferred Credit (215,178.00)

5630-Outside Services Employed 146,700.00

5635-Property Insurance -
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5640-Injuries and Damages -

5645-Employee Pensions and Benefits 117,300.00

5655-Regulatory Expenses 66,500.00

5660-General Advertising Expenses -

5665-Miscellaneous General Expenses 108,070.00

5675-Maintenance of General Plant -

5680-Electrical Safety Authority Fees 8,263.00

3800-Administrative and General Expenses Total 1,245,845.00

3850-Amortization Expense

5705-Amortization Expense - Property, Plant, and Equipment 1,721,827.03

3850-Amortization Expense Total 1,721,827.03

3900-Interest Expense
6005-Interest on Long Term Debt 843,746.00

6030-Interest on Debt to Associated Companies -

6035-Other Interest Expense 38,400.00

3900-Interest Expense Total 882,146.00

3950-Taxes Other Than Income Taxes
6105-Taxes Other Than Income Taxes 27,730.00

3950-Taxes Other Than Income Taxes Total 27,730.00

4000-Income Taxes

6110-Income Taxes 696.72

4000-Income Taxes Total 696.72

4100-Extraordinary & Other Items

6205-Donations 12,000.00

6215-Penalties -

6310-Extraordinary Deductions -

4100-Extraordinary & Other Items Total 12,000.00

Net Income 8,893.75



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 3

Schedule 2
Appendix I
Page 5 of 8

Filed: August 15, 2008

Welland Hydro-Electric System Corp.
2009 BALANCE SHEET

Account Description Total
1050-Current Assets
1005-Cash 4,577,485.33

1010-Cash Advances and Working Funds -
1011-Blank -
1020-Interest Special Deposits -

1040-Other Special Deposits 602,582.12
1070-Investments -
1100-Customer Accounts Receivable 2,072,039.75

1102-Accounts Receivable - Services (4,469.22)

1104-Accounts Receivable - Recoverable Work 240,700.91
1105-Accounts Receivable - Merchandise, Jobbing, etc. -

1110-Other Accounts Receivable (24,390.69)
1120-Accrued Utility Revenues 5,499,629.09

1130-Accumulated Provision for Uncollectible Accounts--Credit (71,502.02)

1140-Interest and Dividends Receivable 23,437.50
1150-Rents Receivable -
1180-Prepayments 11,256.87

1182-Prepaid Property Taxes -
1200-Accounts Receivable from Associated Companies (6,705.00)
1208-Due to/from CS-City -

1210-Notes Receivable from Associated Companies -

1050-Current Assets Total 12,920,064.64

1100-Inventory
1330-Plant Materials and Operating Supplies 508,255.56

1305-Fuel Stock -
1350-Other Materials and Supplies -

1100-Inventory Total 508,255.56

1150-Non-Current Assets
1405-Long Term Investments in Non-Associated Companies -

1410-Other Special or Collateral Funds -
1460-Other Non-Current Assets -

1150-Non-Current Assets Total -

1200-Other Assets and Deferred Charges
1508-Other Regulatory Assets 211,894.22
1518-RCVARetail -

1525-Miscellaneous Deferred Debits 10,311.40
1548-RCVASTR -
1550-LV Variance Account -

1555-Smart Meters Capital Variance Account (101,652.00)

1556-Smart Meters OM&A Variance Account -
1562-Deferred Payments in Lieu of Taxes 1,971.17
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1565-Conservation and Demand Management Expenditures and Recoveries -

1566-CDM Contra Account -

1570-Qualifying Transition Costs -
1571-Pre-market Opening Energy Variance -
1572-Extraordinary Event Costs -

1580-RSVAWMS (959,049.60)
1582-RSVAONE-TIME 44,088.57
1584-RSVANW 457,901.63

1586-RSVACN 200,549.17

1588-RSVAPOWER (191,961.81)
1589-Reserve for Non RSVA Variances -

1590-Recovery of Regulatory Asset Balances -

1200-Other Assets and Deferred Charges Total (325,947.25)

1450-Distribution Plant
1805-Land 158,686.06
1806-Land Rights 70,296.15

1808-Buildings and Fixtures 96,567.70

1810-Leasehold Improvements -
1815-Transformer Station Equipment - Normally Primary above 50 kV -
1820-Distribution Station Equipment - Normally Primary below 50 kV 4,311,639.00

1825-Storage Battery Equipment -
1830-Poles, Towers and Fixtures 4,241,723.48
1835-Overhead Conductors and Devices 12,083,704.82

1840-Underground Conduit 429,369.75
1845-Underground Conductors and Devices 10,720,550.55

1850-Line Transformers 6,637,590.51

1855-Services 260,893.24
1860-Meters 2,304,885.14
1870-Leased Property Customer Premises 8,009.60

1450-Distribution Plant Total 41,323,916.00

1500-General Plant
1905-Land -

1906-Land Rights -
1908-Buildings and Fixtures 1,880,751.90
1915-Office Furniture and Equipment 269,118.79

1920-Computer Equipment - Hardware 397,560.47

1925-Computer Software 646,256.59
1930-Transportation Equipment 1,594,744.81

1935-Stores Equipment 30,023.30
1940-Tools, Shop and Garage Equipment 334,681.22

1945-Measurement and Testing Equipment 171,690.43

1950-Power Operated Equipment -
1955-Communication Equipment 175,717.75
1960-Miscellaneous Equipment 852,628.71

1970-Load Management Controls - Customer Premises -
1980-System Supervisory Equipment 1,063,152.99
1995-Contributions and Grants - Credit (1,705,492.42)
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1500-General Plant Total 5,710,834.54

1550-Other Capital Assets
2055-Construction Work in Progress--Electric -
2060-Electric Plant Acquisition Adjustment -

2070-Other Utility Plant -

1550-Other Capital Assets Total -

1600-Accumulated Amortization
2105-Accum. Amortization of Electric Utility Plant - Property, Plant, & Equipment (25,635,343.58)

2160-Accumulated Amortization of Other Utility Plant -

1600-Accumulated Amortization Total (25,635,343.58)

Total Assets 34,501,779.91

1650-Current Liabilities
2205-Accounts Payable 251,881.78

2208-Customer Credit Balances 17,379.59
2210-Current Portion of Customer Deposits 602,582.12

2211-Deposits RSP -
2215-Deposits Work Orders -

2220-Miscellaneous Current and Accrued Liabilities 3,903,629.30

2240-Accounts Payable to Associated Companies -
2250-Debt Retirement Charges( DRC) Payable 227,602.63
2290-Commodity Taxes -

2292-Payroll Deductions / Expenses Payable -
2294-Accrual for Taxes, Payments in Lieu of Taxes, Etc. -
2264-Employee Future Benefits-Short Term 70,545.00

1650-Current Liabilities Total 5,073,620.42

1700-Non-Current Liabilities
2306-Employee Future Benefits 1,555,221.37

2310-Vested Sick Leave Liability -

2320-Other Miscellaneous Non-Current Liabilities -
2335-Long Term Customer Deposits 426,735.45

2350-Future Income Tax - Non-Current -
2405-Other Regulatory Liabilities 6,539.71

2406-Defer'd PILS Rev -

2425-Other Deferred Credits -

1700-Non-Current Liabilities Total 1,988,496.53

1800-Long-Term Debt
2550-Advances from Associated Companies 13,499,952.65

1800-Long-Term Debt Total 13,499,952.65

1850-Shareholders' Equity
3005-Common Shares Issued 12,953,179.69
3010-Contributed Surplus 3,167,766.37
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3030-Miscellaneous Paid-In Capital 630,158.00

3045-Unappropriated Retained Earnings -

3046-Balance Transferred From Income (8,893.75)
3049-Dividends Payable-Common Shares (2,802,500.00)

1850-Shareholders' Equity Total 13,939,710.31

Total Liabilities & Shareholder's Equity 34,501,779.91

Balance Sheet Total 0.00
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RECONCILIATION BETWEEN PRO FORMA STATEMENTS AND REVENUE1
DEFICIENCY STATEMENTS:2

Welland Hydro advises that because the 2007 Audited Financial Statements do not vary from the3

regulatory financial results filed in this Application, a reconciliation between the financial4

statements and financial results filed has not been provided. However, as a result of differences5

between deemed and actual interest expense and an extraordinary gain in 2008 the following6

chart provides a reconciliation between the 2008 and 2009 Pro Forma Statements and the7

Revenue Deficiency Statements.8

9

WELLAND HYDRO ELECTRIC SYSTEM CORP.
NET INCOME RECONCILIATION

2008 2009
Bridge Yr Test Yr

($) ($)

Net Income per Income Statement 453,318.29 -8,893.75

Less Extra Ordinary Gain (No Effect on Taxes) -271,632.24 0.00
Less Interest Expense Deemed vs Actual -66,710.52
Add Interest Expense Deemed vs Actual 598.61 0.00
Add Donations 12,000.00 12,000.00

Net Income per Revenue Deficiency 194,284.66 -63,604.2710

11
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INFORMATION ON AFFILIATES:1

The Welland Hydro Energy Services Corp. (“Welland Energy”) 2007 Annual Report, is2

included in Appendix J to this schedule. This subsidiary is involved mainly in Street Light3

Maintenance and Sentinel Lights.4

Welland Wifi is a wholly-owned subsidiary of Welland Energy. Welland Wifi currently offers5

free internet access at seven “hot spots” located in the City of Welland. Capital and operating6

expenses have been 100% funded by the City of Welland.7
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APPENDIX J

COPY OF WELLAND HYDRO ENERGY SERVICES CORP.
2007 ANNUAL REPORT
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RATE BASE:1

Rate Base Overview:2

The rate base used for the purpose of calculating the revenue requirement used in this3

Application follows the definition used in the 2006 EDR Handbook as an average of the balances4

of Net Fixed Assets at the beginning and the end of the 2009 Test Year, plus a working capital5

allowance, which is 15% of the sum of the cost of power and controllable expenses.6

The net fixed assets include those distribution assets that are associated with activities that enable7

the conveyance of electricity for distribution purposes. Welland Hydro’s rate base calculation8

excludes any non-distribution assets. Controllable expenses include operations and maintenance,9

billing and collecting and administration expenses.10

Welland Hydro has provided its rate base calculations for the years 2006 Board Approved, 200611

Actual, 2007 Actual, 2008 Bridge Year and 2009 Test Year in Table 1 below. Welland Hydro12

has calculated its 2009 rate base as $27,324,488.13

Table 114
Summary of Rate Base15

Description
2006 OEB

Approved
2006 Actual

2007 Actual

Year

2008 Bridge

Year
2009 Test Year

Gross Fixed Assets 36,394,111 39,972,088 42,252,781 44,476,751 47,034,751

Accumulated Depreciation 17,715,173 20,568,102 22,195,330 23,913,517 25,635,344

Net Book Value 18,678,938 19,403,986 20,057,451 20,563,234 21,399,407

Average Net Book Value 18,532,298 19,180,899 19,730,719 20,310,343 20,981,320

Working Capital 36,180,342 39,557,593 39,666,753 41,017,457 42,287,786

Working Capital Allowance 5,427,051 5,933,639 5,950,013 6,152,619 6,343,168

Rate Base 23,959,349 25,114,538 25,680,732 26,462,961 27,324,48816

Welland Hydro has provided a summary of its calculations of the cost of power and controllable17

expenses used in the calculations for determining working capital for the years 2006 Board18

Approved, 2006 Actual, 2007 Actual, 2008 Bridge Year and 2009 Test Year in Table 2, below.19

Details of Welland Hydro’s calculation of its working capital allowance are provided at Exhibit20

2, Tab 4, Schedule 1.21
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Table 21
Summary of Working Capital Calculation2

Description
2006 OEB

Approved
2006 Actual

2007 Actual

Year

2008 Bridge

Year
2009 Test Year

Cost of Power 32,126,282 36,036,509 35,156,442 36,290,625 37,173,850

Operations 1,105,257 1,122,683 1,213,581 1,377,671 1,497,036

Maintenance 667,983 740,507 926,058 1,135,835 1,231,214

Billing & Collecting 876,162 371,051 937,705 948,832 980,174

Community Relations 115,488 152,851 154,910 77,494 159,667

Administration & General Expense 1,289,011 1,129,472 1,278,057 1,187,000 1,245,845

Penalties 159 4,519 0 0 0

Working Capital 36,180,342 39,557,593 39,666,753 41,017,457 42,287,7863

Welland Hydro Distribution System:4

Overview:5

Welland Hydro owns and operates the electricity distribution system in its licensed service area6

in the City of Welland, serving approximately 22,000 Residential, General Service, Large Use,7

Street Light, Sentinel Light, and Unmetered Scattered Load customers.8

Welland Hydro is supplied through the Hydro One transmission system at a voltage of 27.6 kV.9

Electricity is then distributed through Welland Hydro’s service area of 86 square kilometres over10

109 kilometres of underground cable and 329 kilometres of overhead cable and 10,000 poles.11

Welland Hydro delivers electricity at its supply voltage of 27.6 kV and 4.16 kV. Welland Hydro12

owns 14 distribution stations stepping voltage down to 4.16 kV. Voltage is further stepped down13

in order to supply individual customers though approximately 2,500 transformers.14

Smart Meters:15

Welland Hydro owns and maintains approximately 22,000 meters installed on its customers’16

premises for the purpose of measuring consumption of electricity for billing purposes. Meters17

vary in type by customer and include meters capable of measuring kWh consumption, kW and18

kVA demand as well as hourly interval data. Welland Hydro is not currently approved for the19
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installation of Smart Meters as part of the Province of Ontario’s smart meter initiative. These1

meters are capable of measuring the quantity and time of day (time-of-use) that the customer2

uses electricity. Welland Hydro is awaiting approval from the OEB to replace existing meters3

with smart meters and plans to replace all meters by the end of 2009. Capital costs are estimated4

at $4,500,000. None of the capital expenditures or incremental operating costs relating to Smart5

Meters has been included in this Application. Welland Hydro plans to submit a separate6

application requesting an increase to the current Smart Meter Rate Adder of $.30/mth in the7

fourth quarter of 2009.8

Capital Planning:9

In managing its distribution system assets, Welland Hydro’s main objective is to optimize10

performance of the assets at a reasonable cost with due regard for system reliability, safety, and11

customer service requirements.12

Welland Hydro is near completion of installing a GIS software system along with programs of13

pole, infrared, and PCB testing. To date, Welland Hydro has not had a complete asset14

management system review conducted. Welland Hydro is in the process of selecting an outside15

engineering firm to review its complete distribution system by the end of 2009. Welland Hydro16

expects that this review will identify and prioritize areas of the system which require upgrading,17

the timing of such expenditures, and the estimated capital commitment required. Currently,18

Welland Hydro’s engineering department reviews the capital requirements on an annual basis.19

This review is based on knowledge of the existing system and results of testing programs. The20

Engineering Department also considers input from the Operations Committee and senior21

management. Welland Hydro is aware of the need to maintain its distribution system and has set22

a minimum capital expenditure target at 10% above depreciation to ensure future reliability.23

24
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The following outlines actual/forecasted capital expenditures made from 2005 to 2009:1

2005 Actual $1,775,2572

2006 Actual $2,002,0213

2007 Actual $2,293,0254

2008 Forecast $2,223,9705

2009 Forecast $2,558,0006

2009 Smart Meters $4,500,000 (not included in rate base/expenses)7

The actual average annual capital spending from 2005 to 2007 was $2,023,343. Capital8

spending is budgeted at $2,223,970 in 2008 and $2,558,000 in 2009 for an average of $2,390,9859

per year. However, 2009 expenditures include $560,000 related to wholesale metering point10

requirements. When adjusting for this item, the average capital investment planned over the next11

two years is $2,110,985 per year. This amount is in line with the actual average annual12

expenditures over the past three years. In addition to the capital needs of the network, Welland13

Hydro provides for maintenance planning for the assets. Welland Hydro maintenance practices14

and programs are discussed in greater detail in Exhibit 4 – Operating Costs. Both capital15

expenditure programs and maintenance programs must take into account the availability of both16

Welland Hydro’s internal manpower and outside contractors.17

Welland Hydro budgets for capital expenditures by department of responsibility. The18

departmental budgets are broken out by asset group or if large enough by project. A project19

number is set up to capture all costs associated with an identified capital project. However, the20

total costs within a project maybe charged to the various classes of assets as set out by the OEB.21

Changes in Fixed Asset account balances by year are presented in the continuity schedules in22

Exhibit 2, Tab 2, Schedule 1. A variance analysis on Gross Capital and Accumulated23

Depreciation balances is provided in Exhibit 2, Tab 2, Schedules 2 through 5. Variances which24

exceed the materiality threshold of $194,040 are presented in Exhibit 2, Tab 3, Schedule 1. The25
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capital spending portion of the variances are detailed in Exhibit 2, Tab 3, Schedules 2 & 3, in1

which capital major capital expenditures by project are identified and outlined.2

In addition, Welland Hydro has enclosed a schedule of changes in Working Capital accounts in3

Exhibit 2, Tab 4, Schedule 1 which is followed by a variance analysis in Exhibit 2, Tab 4,4

Schedule 2.5

Welland Hydro’s Budget Process:6

The budget is prepared annually by management and is reviewed and approved by the Board of7

Directors. The budget is prepared before the start of each fiscal year. Once approved, it does not8

change, but provides a plan against which actual results may be evaluated.9

Responsibilities10

 It is the responsibility of the Finance department to coordinate the development of the11

operating budget, capital budget and forecast processes.12

 Each department is responsible for preparing its operating budget and capital budget.13

 The CEO is responsible for presenting and recommending the budget to the Audit Committee14

for approval. The Chairman of the Audit Committee presents the budget to the Board of15

Directors for approval.16

 It is the responsibility of the Board of Directors, on behalf of the shareholders, to approve the17

budget.18

The budget is an important planning tool for Welland Hydro. It puts capital and operational19

plans into a common financial plan along with goals and objectives. The final document20

provides a comprehensive package of department budgets that collectively ensure that21

appropriate resources are designated for the various capital and operational needs of the utility22

for the coming year.23

24
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Actual-to-Budget Review Process:1

Once the budget is final, the finance department reviews and tracks progress against the budget2

on a monthly basis for presentation to the senior management team. Further, quarterly reviews3

and forecasts are presented to the Audit Committee in which major variances in revenue,4

expenses, and capital expenditures are identified. All members of the Board of Directors receive5

the quarterly financial package.6
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RATE BASE VARIANCE ANALYSIS:1

The following Table 3 sets out Welland Hydro’s rate base and working capital calculations for2

2006 Board Approved, 2006 Actual, 2007 Actual, 2008 Bridge Year and 2009 Test Year, and the3

following variances:4

 2006 Actual against 2006 Board Approved;5

 2007 Actual against 2006 Actual6

 2008 Bridge Year against 2007 Actual; and7

 2009 Test Year against 2008 Bridge Year.8

Table 39
Rate Base Variances10

Description
2006 OEB

Approved*
2006 Actual

Variance from

2006 OEB

Approved

2007 Actual

Year

Variance

from 2006

Actual

2008

Bridge Year

Variance from

2007 Actual

Year

2009 Test

Year

Variance

from 2008

Bridge Year

Gross Fixed

Assets 36,394,111 39,972,088 3,577,977 42,252,781 2,280,693 44,476,751 2,223,970 47,034,751 2,558,000
Accumulated

Depreciation 17,715,173 20,568,102 2,852,929 22,195,330 1,627,228 23,913,517 1,718,187 25,635,344 1,721,827

Net Book Value 18,678,938 19,403,986 725,048 20,057,451 653,465 20,563,234 505,783 21,399,407 836,173

Average Net

Book Value 18,532,298 19,180,899 648,601 19,730,719 549,820 20,310,343 579,624 20,981,320 670,978
Working

Capital 36,180,342 39,557,593 3,377,251 39,666,753 109,160 41,017,457 1,350,704 42,287,786 1,270,329
Working

Capital

Allowance 5,427,051 5,933,639 506,588 5,950,013 16,374 6,152,619 202,606 6,343,168 190,549

Rate Base 23,959,349 25,114,538 1,155,188 25,680,732 566,194 26,462,961 782,229 27,324,488 861,527

Rate Base:

11

*The 2006 Board Approved rate base was determined through the 2006 EDR process and is12

based on the 2004 year end rate base.13

14
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Table 41

Rate Base Materiality2

Description
2006 OEB

Approved
2006 Actual

2007 Actual

Year

2008 Bridge

Year

2009 Test

Year

Gross Fixed Assets $36,394,111 $39,972,088 $42,252,781 $44,476,751 $47,034,751

Accumulated Depreciation $17,715,173 $20,568,102 $22,195,330 $23,913,517 $25,635,344

Net Book Value $18,678,938 $19,403,986 $20,057,451 $20,563,234 $21,399,407

Variance calc 1% NBV $194,040 $200,575 $205,632 $213,994

3

Welland Hydro has calculated the variance threshold on its rate base to be $194,040 in4

accordance with the Filing Requirements. This calculation is summarized in Table 4 above.5

Welland Hydro offers the following comments in respect of the relevant rate base variances6

identified in Table 3:7

2009 Test Year:8

As shown in Table 3, the total rate base in the 2009 test year is forecast to be $27,324,488.9

Average net fixed assets accounts for $20,981,320 of this total. The allowance for working10

capital totals $6,343,168.11

Comparison to 2008 Bridge Year:12

The total rate base is expected to be $861,527 higher in the 2009 Test Year than in the 200813

Bridge Year. This increase is shown in Table 3 and is attributed primarily to an increase in14

average net fixed assets of $670,978. The increase in fixed assets is discussed in detail by capital15

project in Exhibit 2, Tab 3, Schedule 3.16

The working capital allowance increased by $190,549 compared to the 2008 Bridge Year. A17

detailed calculation of the working capital allowance for the 2009 Test Year can be found at18
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Exhibit 2, Tab 4, Schedule 1. No individual account within the working capital variances1

exceeded the materiality threshold.2

2008 Bridge Year:3

As shown in Table 3, the total rate base for the 2008 Bridge Year is expected to be $26,462,961.4

Average net fixed assets accounts for $20,310,343 of this total. The allowance for working5

capital totals $6,152,619.6

Comparison to 2007 Actual:7

The total rate base is expected to be $782,229 higher in the 2008 Bridge Year than in the 20078

Actual. This increase is shown in Table 3 and is attributed primarily to an increase in average9

net fixed assets of $579,624. The increase in fixed assets is discussed in detail by capital project10

in Exhibit 2, Tab 3, Schedule 3.11

The working capital allowance increased by $202,606 compared to the 2007 Actual. A detailed12

calculation of the working capital allowance for the 2008 Bridge Year can be found at Exhibit 2,13

Tab 4, Schedule 1. No individual account within the working capital variances exceeded the14

materiality threshold.15

2007 Actual:16

As shown in Table 3, the total rate base for the 2007 Actual was $25,680,732. Average net fixed17

assets account for $19,730,719 of this total. The allowance for working capital totals18

$5,950,013.19

Comparison to 2006 Actual:20

The total rate base increased by $566,194 in the 2007 Actual compared to 2006 Actual. This21

increase is shown in Table 3 and is attributed primarily to an increase in average net fixed assets22

of $549,820. The increase in fixed assets is discussed in detail by capital project in Exhibit 2,23

Tab 3, Schedule 3.24
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The working capital allowance increased by $16,374 compared to the 2006 Actual. A detailed1

calculation of the working capital allowance for the 2007 Actual can be found at Exhibit 2, Tab2

4, Schedule 1. No individual account within the working capital variances exceeded the3

materiality threshold.4

2006 Actual:5

As shown in Table 3, the total rate base for the 2006 Actual was $25,114,538. Average net fixed6

assets accounts for $19,180,899 of this total. The allowance for working capital totals7

$5,933,639.8

Comparison to 2006 Board Approved:9

The total rate base increased by $1,155,188 in the 2006 Actual compared to 2006 Board10

Approved (2 Year Period). This increase is shown in Table 3 and is partially attributed to an11

increase in average net fixed assets of $648,601. The increase in fixed assets is discussed in12

detail by capital project in Exhibit 2, Tab 3, Schedule 3.13

The working capital allowance increased by $506,588 (2 Year Period) compared to the 200614

Board Approved. A detailed calculation of the working capital allowance for the 2006 Actual15

can be found at Exhibit 2, Tab 4, Schedule 1. An analysis of the increase between the Board16

Approved working capital allowance and 2006 Actual can be found in Exhibit 2, Tab 4,17

Schedule 2.18

Fixed Assets Continuity statements for each of 2005 Actual (2006 EDR Beginning Balances),19

2006 Actual, 2007 Actual, 2008 Bridge Year, 2009 Test Year are presented in Exhibit 2, Tab 2,20

Schedule 1 detailing capital expenditures, depreciation expenses, and disposals by OEB account.21
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CONTINUITY STATEMENTS

Table 5
Welland Hydro - Distribution & Operations

Fixed Asset Continuity Schedule
As at December 31, 2005

Audit Audit

Adjustment Adjustment

N/A 1805 Land - Substations 158,686.06 158,686.06 0.00 158,686.06
CEC 1806 Land Rights 62,658.15 2,547.00 65,205.15 55,840.88 363.00 56,203.88 9,001.27
47 1808 Buildings - Substations 96,567.70 96,567.70 44,473.47 2,040.44 46,513.91 50,053.79
13 1810 Leasehold Improvements 0.00 0.00 0.00

47 1815 Transformer Station Equipment > 50 kV 0.00 0.00 0.00
47 1820 Substation Equipment 3,738,227.29 (304.47) 3,737,922.82 1,700,947.96 108,138.37 1,809,086.33 1,928,836.49
47 1825 Storage Battery Equipment 0.00 0.00 0.00
47 1830 Poles, Towers & Fixtures 527,447.16 664,627.01 1,192,074.17 25,289.09 47,682.97 72,972.06 1,119,102.11

47 1835 OH Conductors & Devices 11,476,450.37 66,319.03 11,542,769.40 5,083,714.55 454,329.17 5,538,043.72 6,004,725.68
47 1840 UG Conduit 62,221.16 7,431.98 69,653.14 4,335.62 2,786.33 7,121.95 62,531.19
47 1845 UG Conductors & Devices 8,877,099.35 457,445.89 9,334,545.24 4,501,697.09 349,355.65 4,851,052.74 4,483,492.50
47 1850 Line Transformers 4,394,374.39 261,549.41 1,257.26 4,654,666.54 1,839,741.83 182,935.40 37.72 2,022,639.51 2,632,027.03

47 1855 Services (OH & UG) 137,878.66 46,200.18 184,078.84 8,123.38 7,363.31 15,486.69 168,592.15
47 1860 Meters 2,160,088.80 44,645.20 2,204,734.00 1,089,007.60 83,869.25 1,172,876.85 1,031,857.15
47 1861 Smart Meters 0.00 0.00 0.00
47 1870 Lease Property - Cust Premises 8,009.60 8,009.60 320.38 640.86 961.24 7,048.36

47 1555 CDM Expenditures 9,027.00 (9,027.00) 0.00
N/A 1905 Land 0.00 0.00 0.00
CEC 1906 Land Rights 0.00 0.00 0.00
47 1908 Buildings & Fixtures 1,428,436.11 171,597.93 1,600,034.04 649,241.40 37,414.77 686,656.17 913,377.87
13 1910 Leasehold Improvements 0.00 0.00 0.00

8 1915 Office Furniture & Equipment 151,833.98 5,212.08 157,046.06 71,497.85 12,697.71 84,195.56 72,850.50
10 1920 Computer - Hardware 267,961.27 0.02 15,066.07 252,895.22 194,782.66 22,318.67 14,947.30 202,154.03 50,741.19
45 1921 Computer - Hardware post Mar 22/04 0.00 45,323.20 45,323.20 0.00 9,064.60 9,064.60 36,258.60
55 1921 Computer - Hardware post Mar19/07 0.00 0.00 0.00

12 1925 Computer - Software 286,478.25 90,511.26 376,989.51 133,230.11 75,428.83 208,658.94 168,330.57
10 1930 Transportation Equipment 1,409,960.52 53,723.33 134,593.92 1,329,089.93 1,323,930.52 49,089.12 134,593.92 1,238,425.72 90,664.21
8 1935 Stores Equipment 22,983.88 (31.06) 22,952.82 22,474.57 53.52 22,528.09 424.73
8 1940 Tools, Shop & Garage Equipment 253,609.07 23,553.23 277,162.30 227,926.13 8,539.55 236,465.68 40,696.62

8 1945 Measurement & Testing Equipment 146,400.31 9,926.61 156,326.92 140,019.36 1,737.52 141,756.88 14,570.04
8 1950 Power operated Equipment 0.00 0.00 0.00
8 1955 Communications Equipment 110,717.75 110,717.75 79,932.86 4,413.37 84,346.23 26,371.52
8 1960 Miscellaneous Equipment 37,040.00 37,040.00 31,484.00 3,704.00 35,188.00 1,852.00

47 1965 Water Heater Rental Units 0.00 0.00 0.00
47 1970 Load Management controls 0.00 0.00 0.00
47 1975 Load Management Controls Utility Premises 0.00 0.00 0.00
47 1980 System Supervisory Equipment 844,977.42 844,977.42 498,162.32 47,423.65 545,585.97 299,391.45

47 1985 Sentinel Lighting Rental Units 0.00 0.00 0.00
47 1996 Hydro One S/S Contribution 0.00 0.00 0.00
47 1995 Contributions & Grants (267,012.95) (175,021.00) (442,033.95) (10,680.23) (17,681.37) (28,361.60) (413,672.35)

Total before Work in Process 36,394,111.70 1,775,256.83 133,576.52 16,323.33 38,017,433.88 17,715,173.02 1,493,388.21 135,234.78 14,985.02 19,059,623.15 18,957,810.73

WIP Work in Process 0.00 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 36,394,111.70 1,775,256.83 133,576.52 16,323.33 38,017,433.88 17,715,173.02 1,493,388.21 135,234.78 14,985.02 19,059,623.15 18,957,810.73

10 1930 Transportation
8 1935 Stores Equipment

1,493,388.21

* 2006 EDR represents 2004 Adjusted Year End Balances

CCA

Class OEB Description 2006 EDR * Net Book ValueAdditions Disposals

Closing

Balance 2006 EDR

Net Depreciation

Additions Disposals

Closing

Balance

Less: Fully Allocated Depreciation
Transportation
Stores Equipment

Cost Accumulated Depreciation
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Table 6
Welland Hydro - Distribution & Operations

Fixed Asset Continuity Schedule
As at December 31, 2006

N/A 1805 Land - Substations 158,686.06 158,686.06 0.00 158,686.06
CEC 1806 Land Rights 65,205.15 5,091.00 70,296.15 56,203.88 464.82 56,668.70 13,627.45
47 1808 Buildings - Substations 96,567.70 96,567.70 46,513.91 2,040.44 48,554.35 48,013.35
13 1810 Leasehold Improvements 0.00 0.00 0.00
47 1815 Transformer Station Equipment > 50 kV 0.00 0.00 0.00
47 1820 Substation Equipment 3,737,922.82 3,737,922.82 1,809,086.33 108,138.34 1,917,224.67 1,820,698.15
47 1825 Storage Battery Equipment 0.00 0.00 0.00
47 1830 Poles, Towers & Fixtures 1,192,074.17 1,002,272.23 2,194,346.40 72,972.06 87,774.07 160,746.13 2,033,600.27
47 1835 OH Conductors & Devices 11,542,769.40 127,145.94 11,669,915.34 5,538,043.72 447,792.91 5,985,836.63 5,684,078.71
47 1840 UG Conduit 69,653.14 117,901.29 187,554.43 7,121.95 7,502.19 14,624.14 172,930.29
47 1845 UG Conductors & Devices 9,334,545.24 143,409.87 9,477,955.11 4,851,052.74 349,355.51 5,200,408.25 4,277,546.86
47 1850 Line Transformers 4,654,666.54 215,135.22 47,367.15 4,822,434.61 2,022,639.51 191,035.83 33,685.64 2,179,989.70 2,642,444.91
47 1855 Services (OH & UG) 184,078.84 51,552.88 235,631.72 15,486.69 9,425.37 24,912.06 210,719.66
47 1860 Meters 2,204,734.00 34,639.77 2,239,373.77 1,172,876.85 85,254.66 1,258,131.51 981,242.26
47 1861 Smart Meters 0.00 0.00 0.00
47 1870 Lease Property - Cust Premises 8,009.60 8,009.60 961.24 320.38 1,281.62 6,727.98

N/A 1905 Land 0.00 0.00 0.00
CEC 1906 Land Rights 0.00 0.00 0.00
47 1908 Buildings & Fixtures 1,600,034.04 146,424.16 1,746,458.20 686,656.17 42,492.76 729,148.93 1,017,309.27
13 1910 Leasehold Improvements 0.00 0.00 0.00
8 1915 Office Furniture & Equipment 157,046.06 34,680.29 191,726.35 84,195.56 15,455.74 99,651.30 92,075.05
10 1920 Computer - Hardware 252,895.22 0.00 252,895.22 202,154.03 20,566.39 222,720.42 30,174.80
45 1921 Computer - Hardware post Mar 22/04 45,323.20 13,527.42 58,850.62 9,064.60 11,770.08 20,834.68 38,015.94
55 1921 Computer - Hardware post Mar19/07 0.00 0.00 0.00
12 1925 Computer - Software 376,989.51 143,824.85 520,814.36 208,658.94 86,249.00 294,907.94 225,906.42
10 1930 Transportation Equipment 1,329,089.93 55,654.88 1,384,744.81 1,238,425.72 37,020.61 1,275,446.33 109,298.48
8 1935 Stores Equipment 22,952.82 7,070.48 30,023.30 22,528.09 760.60 23,288.69 6,734.61
8 1940 Tools, Shop & Garage Equipment 277,162.30 14,663.54 291,825.84 236,465.68 9,088.91 245,554.59 46,271.25
8 1945 Measurement & Testing Equipment 156,326.92 (4,636.49) 151,690.43 141,756.88 1,273.87 143,030.75 8,659.68
8 1950 Power operated Equipment 0.00 0.00 0.00
8 1955 Communications Equipment 110,717.75 110,717.75 84,346.23 4,384.37 88,730.60 21,987.15
8 1960 Miscellaneous Equipment 37,040.00 37,040.00 35,188.00 1,852.00 37,040.00 0.00
47 1965 Water Heater Rental Units 0.00 0.00 0.00
47 1970 Load Management controls 0.00 0.00 0.00
47 1975 Load Management Controls Utility Premises 0.00 0.00 0.00
47 1980 System Supervisory Equipment 844,977.42 83,592.00 928,569.42 545,585.97 47,423.65 593,009.62 335,559.80
47 1985 Sentinel Lighting Rental Units 0.00 0.00 0.00
47 1996 Hydro One S/S Contribution 0.00 0.00 0.00
47 1995 Contributions & Grants (442,033.95) (189,928.05) (631,962.00) (28,361.60) (25,278.30) (53,639.90) (578,322.10)

Total before Work in Process 38,017,433.88 2,002,021.28 47,367.15 39,972,088.01 19,059,623.15 1,542,164.20 33,685.64 20,568,101.71 19,403,986.30

WIP Work in Process 0.00 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 38,017,433.88 2,002,021.28 47,367.15 39,972,088.01 19,059,623.15 1,542,164.20 33,685.64 20,568,101.71 19,403,986.30

10 1930 Transportation
8 1935 Stores Equipment

1,542,164.20

CCA

Class OEB Description

Opening

Balance Net Book ValueAdditions Disposals Closing Balance Opening Balance

Net Depreciation

Additions Disposals

Closing

Balance

Less: Fully Allocated Depreciation
Transportation
Stores Equipment

Cost Accumulated Depreciation
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Table 7
Welland Hydro - Distribution & Operations

Fixed Asset Continuity Schedule
As at December 31, 2007

N/A 1805 Land - Substations 158,686.06 158,686.06 0.00 0.00 158,686.06
CEC 1806 Land Rights 70,296.15 70,296.15 56,668.70 463.15 57,131.85 13,164.30
47 1808 Buildings - Substations 96,567.70 96,567.70 48,554.35 2,040.44 50,594.79 45,972.91

13 1810 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
47 1815 Transformer Station Equipment > 50 kV 0.00 0.00 0.00 0.00 0.00

47 1820 Substation Equipment 3,737,922.82 123,716.18 3,861,639.00 1,917,224.67 112,262.16 2,029,486.83 1,832,152.17
47 1825 Storage Battery Equipment 0.00 0.00 0.00 0.00 0.00

47 1830 Poles, Towers & Fixtures 2,194,346.40 721,877.08 2,916,223.48 160,746.13 116,648.92 277,395.05 2,638,828.43
47 1835 OH Conductors & Devices 11,669,915.34 122,289.48 11,792,204.82 5,985,836.63 440,763.30 6,426,599.93 5,365,604.89

47 1840 UG Conduit 187,554.43 43,815.32 231,369.75 14,624.14 9,254.76 23,878.90 207,490.85
47 1845 UG Conductors & Devices 9,477,955.11 939,595.44 10,417,550.55 5,200,408.25 392,915.77 5,593,324.02 4,824,226.53

47 1850 Line Transformers 4,822,434.61 825,488.23 12,332.33 5,635,590.51 2,179,989.70 223,536.47 7,105.06 2,396,421.11 3,239,169.40
47 1855 Services (OH & UG) 235,631.72 (4,738.48) 230,893.24 24,912.06 9,235.70 34,147.76 196,745.48
47 1860 Meters 2,239,373.77 25,511.37 2,264,885.14 1,258,131.51 86,275.09 1,344,406.60 920,478.54

47 1861 Smart Meters 0.00 0.00 0.00 0.00 0.00
47 1870 Lease Property - Cust Premises 8,009.60 8,009.60 1,281.62 320.38 1,602.00 6,407.60

N/A 1905 Land 0.00 0.00 0.00 0.00 0.00
CEC 1906 Land Rights 0.00 0.00 0.00 0.00 0.00

47 1908 Buildings & Fixtures 1,746,458.20 59,293.70 1,805,751.90 729,148.93 44,069.80 773,218.73 1,032,533.17
13 1910 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00

8 1915 Office Furniture & Equipment 191,726.35 30,092.44 221,818.79 99,651.30 16,975.44 116,626.74 105,192.05
10 1920 Computer - Hardware 252,895.22 252,895.22 222,720.42 17,083.39 239,803.81 13,091.41

45 1921 Computer - Hardware post Mar 22/04 58,850.62 7,160.51 66,011.13 20,834.68 13,202.19 34,036.87 31,974.26
55 1921 Computer - Hardware post Mar19/07 0.00 9,554.12 9,554.12 0.00 1,910.82 1,910.82 7,643.30
12 1925 Computer - Software 520,814.36 41,442.23 562,256.59 294,907.94 88,475.29 383,383.23 178,873.36

10 1930 Transportation Equipment 1,384,744.81 1,384,744.81 1,275,446.33 34,623.61 1,310,069.94 74,674.87
8 1935 Stores Equipment 30,023.30 30,023.30 23,288.69 760.52 24,049.21 5,974.09

8 1940 Tools, Shop & Garage Equipment 291,825.84 12,855.38 304,681.22 245,554.59 8,925.45 254,480.04 50,201.18
8 1945 Measurement & Testing Equipment 151,690.43 151,690.43 143,030.75 1,273.86 144,304.61 7,385.82

8 1950 Power operated Equipment 0.00 0.00 0.00 0.00 0.00
8 1955 Communications Equipment 110,717.75 110,717.75 88,730.60 4,121.37 92,851.97 17,865.78

8 1960 Miscellaneous Equipment 37,040.00 24,018.71 61,058.71 37,040.00 2,401.87 39,441.87 21,616.84
47 1965 Water Heater Rental Units 0.00 0.00 0.00 0.00 0.00

47 1970 Load Management controls 0.00 0.00 0.00 0.00 0.00
47 1975 Load Management Controls Utility Premises 0.00 0.00 0.00 0.00 0.00

47 1980 System Supervisory Equipment 928,569.42 84,583.57 1,013,152.99 593,009.62 56,938.35 649,947.97 363,205.02
47 1985 Sentinel Lighting Rental Units 0.00 0.00 0.00 0.00 0.00
47 1996 Hydro One S/S Contribution 0.00 0.00 0.00 0.00 0.00

47 1995 Contributions & Grants (631,962.00) (773,530.42) (1,405,492.42) (53,639.90) (50,145.22) (103,785.12) (1,301,707.30)
Total before Work in Process 39,972,088.01 2,293,024.86 12,332.33 42,252,780.54 20,568,101.71 1,634,332.88 7,105.06 22,195,329.53 20,057,451.01

WIP Work in Process 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 39,972,088.01 2,293,024.86 12,332.33 42,252,780.54 20,568,101.71 1,634,332.88 7,105.06 22,195,329.53 20,057,451.01

10 1930 Transportation
8 1935 Stores Equipment

1,634,332.88

Cost Accumulated Depreciation

Net Depreciation
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Closing

Balance

Less: Fully Allocated Depreciation

Transportation
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Opening

Balance
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Table 8
Welland Hydro - Distribution & Operations

Fixed Asset Continuity Schedule
2008 Bridge Year

N/A 1805 Land - Substations 158,686.06 158,686.06 0.00 0.00 158,686.06

CEC 1806 Land Rights 70,296.15 70,296.15 57,131.85 464.82 57,596.67 12,699.48
47 1808 Buildings - Substations 96,567.70 96,567.70 50,594.79 2,040.44 52,635.23 43,932.47

13 1810 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
47 1815 Transformer Station Equipment > 50 kV 0.00 0.00 0.00 0.00 0.00

47 1820 Substation Equipment 3,861,639.00 150,000.00 4,011,639.00 2,029,486.83 117,262.22 2,146,749.05 1,864,889.95

47 1825 Storage Battery Equipment 0.00 0.00 0.00 0.00 0.00
47 1830 Poles, Towers & Fixtures 2,916,223.48 665,500.00 3,581,723.48 277,395.05 143,268.92 420,663.97 3,161,059.51

47 1835 OH Conductors & Devices 11,792,204.82 149,000.00 11,941,204.82 6,426,599.93 438,230.30 6,864,830.23 5,076,374.59
47 1840 UG Conduit 231,369.75 45,000.00 276,369.75 23,878.90 11,054.76 34,933.66 241,436.09

47 1845 UG Conductors & Devices 10,417,550.55 105,000.00 10,522,550.55 5,593,324.02 397,114.74 5,990,438.76 4,532,111.79
47 1850 Line Transformers 5,635,590.51 445,500.00 6,081,090.51 2,396,421.11 241,431.90 2,637,853.01 3,443,237.50

47 1855 Services (OH & UG) 230,893.24 15,000.00 245,893.24 34,147.76 9,835.70 43,983.46 201,909.78
47 1860 Meters 2,264,885.14 20,000.00 2,284,885.14 1,344,406.60 87,075.09 1,431,481.69 853,403.45

47 1861 Smart Meters 0.00 0.00 0.00 0.00 0.00

47 1870 Lease Property - Cust Premises 8,009.60 8,009.60 1,602.00 320.38 1,922.38 6,087.22
N/A 1905 Land 0.00 0.00 0.00 0.00 0.00

CEC 1906 Land Rights 0.00 0.00 0.00 0.00 0.00
47 1908 Buildings & Fixtures 1,805,751.90 75,000.00 1,880,751.90 773,218.73 46,394.80 819,613.53 1,061,138.37

13 1910 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
8 1915 Office Furniture & Equipment 221,818.79 27,800.00 249,618.79 116,626.74 19,939.27 136,566.01 113,052.78

10 1920 Computer - Hardware 252,895.22 252,895.22 239,803.81 13,091.41 252,895.22 0.00
45 1921 Computer - Hardware post Mar 22/04 66,011.13 66,011.13 34,036.87 13,202.19 47,239.06 18,772.07

55 1921 Computer - Hardware post Mar 19/07 9,554.12 40,600.00 50,154.12 1,910.82 10,030.00 11,940.82 38,213.30

12 1925 Computer - Software 562,256.59 49,000.00 611,256.59 383,383.23 88,176.42 471,559.65 139,696.94
10 1930 Transportation Equipment 1,384,744.81 210,000.00 1,594,744.81 1,310,069.94 36,413.61 1,346,483.55 248,261.26

8 1935 Stores Equipment 30,023.30 30,023.30 24,049.21 760.52 24,809.73 5,213.57
8 1940 Tools, Shop & Garage Equipment 304,681.22 15,000.00 319,681.22 254,480.04 9,697.45 264,177.49 55,503.73

8 1945 Measurement & Testing Equipment 151,690.43 15,000.00 166,690.43 144,304.61 2,773.86 147,078.47 19,611.96
8 1950 Power operated Equipment 0.00 0.00 0.00 0.00 0.00

8 1955 Communications Equipment 110,717.75 65,000.00 175,717.75 92,851.97 10,547.37 103,399.34 72,318.41
8 1960 Miscellaneous Equipment 61,058.71 231,570.00 292,628.71 39,441.87 25,558.87 65,000.74 227,627.97

47 1965 Water Heater Rental Units 0.00 0.00 0.00 0.00 0.00

47 1970 Load Management controls 0.00 0.00 0.00 0.00 0.00
47 1975 Load Management Controls Utility Premises 0.00 0.00 0.00 0.00 0.00

47 1980 System Supervisory Equipment 1,013,152.99 50,000.00 1,063,152.99 649,947.97 55,721.69 705,669.66 357,483.33
47 1985 Sentinel Lighting Rental Units 0.00 0.00 0.00 0.00 0.00

47 1996 Hydro One S/S Contribution 0.00 0.00 0.00 0.00 0.00
47 1995 Contributions & Grants (1,405,492.42) (150,000.00) (1,555,492.42) (103,785.12) (62,219.71) (166,004.83) (1,389,487.59)

Total before Work in Process 42,252,780.54 2,223,970.00 0.00 44,476,750.54 22,195,329.53 1,718,187.02 0.00 23,913,516.55 20,563,233.99

WIP Work in Process 0.00 0.00 0.00 0.00 0.00

Total after Work in Process 42,252,780.54 2,223,970.00 0.00 44,476,750.54 22,195,329.53 1,718,187.02 0.00 23,913,516.55 20,563,233.99

10 Transportation

8 Stores Equipment
1,718,187.02

Less: Fully Allocated Depreciation
Transportation

CCA
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Table 9
Welland Hydro - Distribution & Operations

Fixed Asset Continuity Schedule
2009 Test Year

N/A 1805 Land - Substations 158,686.06 158,686.06 0.00 0.00 158,686.06

CEC 1806 Land Rights 70,296.15 70,296.15 57,596.67 464.82 58,061.49 12,234.66

47 1808 Buildings - Substations 96,567.70 96,567.70 52,635.23 2,040.44 54,675.67 41,892.03
13 1810 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00

47 1815 Transformer Station Equipment > 50 kV 0.00 0.00 0.00 0.00 0.00

47 1820 Substation Equipment 4,011,639.00 300,000.00 4,311,639.00 2,146,749.05 122,262.22 2,269,011.27 2,042,627.73
47 1825 Storage Battery Equipment 0.00 0.00 0.00 0.00 0.00

47 1830 Poles, Towers & Fixtures 3,581,723.48 660,000.00 4,241,723.48 420,663.97 156,468.92 577,132.89 3,664,590.59

47 1835 OH Conductors & Devices 11,941,204.82 142,500.00 12,083,704.82 6,864,830.23 432,365.30 7,297,195.53 4,786,509.29
47 1840 UG Conduit 276,369.75 153,000.00 429,369.75 34,933.66 14,114.76 49,048.42 380,321.33

47 1845 UG Conductors & Devices 10,522,550.55 198,000.00 10,720,550.55 5,990,438.76 401,074.74 6,391,513.50 4,329,037.05

47 1850 Line Transformers 6,081,090.51 556,500.00 6,637,590.51 2,637,853.01 252,561.90 2,890,414.91 3,747,175.60
47 1855 Services (OH & UG) 245,893.24 15,000.00 260,893.24 43,983.46 10,135.70 54,119.16 206,774.08

47 1860 Meters 2,284,885.14 20,000.00 2,304,885.14 1,431,481.69 87,475.09 1,518,956.78 785,928.36
47 1861 Smart Meters 0.00 0.00 0.00 0.00 0.00

47 1870 Lease Property - Cust Premises 8,009.60 8,009.60 1,922.38 320.38 2,242.76 5,766.84

N/A 1905 Land 0.00 0.00 0.00 0.00 0.00
CEC 1906 Land Rights 0.00 0.00 0.00 0.00 0.00

47 1908 Buildings & Fixtures 1,880,751.90 1,880,751.90 819,613.53 45,647.36 865,260.89 1,015,491.01

13 1910 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
8 1915 Office Furniture & Equipment 249,618.79 19,500.00 269,118.79 136,566.01 20,056.27 156,622.28 112,496.51

10 1920 Computer - Hardware 252,895.22 252,895.22 252,895.22 252,895.22 0.00

45 1921 Computer - Hardware post Mar 22/04 66,011.13 66,011.13 47,239.06 13,202.23 60,441.29 5,569.84
55 1921 Computer - Hardware post Mar 19/07 50,154.12 28,500.00 78,654.12 11,940.82 12,881.82 24,822.64 53,831.48

12 1925 Computer - Software 611,256.59 35,000.00 646,256.59 471,559.65 68,455.09 540,014.74 106,241.85

10 1930 Transportation Equipment 1,594,744.81 1,594,744.81 1,346,483.55 35,945.61 1,382,429.16 212,315.65
8 1935 Stores Equipment 30,023.30 30,023.30 24,809.73 760.52 25,570.25 4,453.05

8 1940 Tools, Shop & Garage Equipment 319,681.22 15,000.00 334,681.22 264,177.49 10,176.45 274,353.94 60,327.28
8 1945 Measurement & Testing Equipment 166,690.43 5,000.00 171,690.43 147,078.47 3,023.86 150,102.33 21,588.10

8 1950 Power operated Equipment 0.00 0.00 0.00 0.00 0.00

8 1955 Communications Equipment 175,717.75 175,717.75 103,399.34 10,338.37 113,737.71 61,980.04
8 1960 Miscellaneous Equipment 292,628.71 560,000.00 852,628.71 65,000.74 34,892.20 99,892.94 752,735.77

47 1965 Water Heater Rental Units 0.00 0.00 0.00 0.00 0.00

47 1970 Load Management controls 0.00 0.00 0.00 0.00 0.00
47 1975 Load Management Controls Utility Premises 0.00 0.00 0.00 0.00 0.00

47 1980 System Supervisory Equipment 1,063,152.99 1,063,152.99 705,669.66 52,382.69 758,052.35 305,100.64

47 1985 Sentinel Lighting Rental Units 0.00 0.00 0.00 0.00 0.00
47 1996 Hydro One S/S Contribution 0.00 0.00 0.00 0.00 0.00

47 1995 Contributions & Grants (1,555,492.42) (150,000.00) (1,705,492.42) (166,004.83) (65,219.71) (231,224.54) (1,474,267.88)
Total before Work in Process 44,476,750.54 2,558,000.00 0.00 47,034,750.54 23,913,516.55 1,721,827.03 0.00 25,635,343.58 21,399,406.96

WIP Work in Process 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 44,476,750.54 2,558,000.00 0.00 47,034,750.54 23,913,516.55 1,721,827.03 0.00 25,635,343.58 21,399,406.96

10 Transportation

8 Stores Equipment
1,721,827.03

Description Opening Balance

Cost Accumulated Depreciation

Net Depreciation

Less: Fully Allocated Depreciation
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Balance Net Book ValueOpening Balance
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1
Table 102

GROSS ASSETS TABLE3

4

1805-Land 158,686 158,686 0 158,686 158,686 158,686

1806-Land Rights 62,658 70,296 7,638 70,296 70,296 70,296

1808-Buildings and Fixtures 96,568 96,568 (0) 96,568 96,568 96,568

1905-Land

1906-Land Rights

1810-Leasehold Improvements

Sub-Total-Land and Buildings 317,912 325,550 7,638 325,550 325,550 325,550

1815-Transformer Station Equipment - Normally Primary above 50 kV

Sub-Total-TS Primary Above 50

1820-Distribution Station Equipment - Normally Primary below 50 kV 3,738,227 3,737,923 (304) 3,861,639 123,716 4,011,639 150,000 4,311,639 300,000

Sub-Total-DS 3,738,227 3,737,923 (304) 3,861,639 123,716 4,011,639 150,000 4,311,639 300,000

1830-Poles, Towers and Fixtures 527,447 2,194,346 1,666,899 2,916,223 721,877 3,581,723 665,500 4,241,723 660,000

1835-Overhead Conductors and Devices 11,476,450 11,669,915 193,465 11,792,205 122,289 11,941,205 149,000 12,083,705 142,500

1840-Underground Conduit 62,221 187,554 125,333 231,370 43,815 276,370 45,000 429,370 153,000

1845-Underground Conductors and Devices 8,877,099 9,477,955 600,856 10,417,551 939,595 10,522,551 105,000 10,720,551 198,000

Sub-Total-Poles and Wires 20,943,218 23,529,771 2,586,553 25,357,349 1,827,577 26,321,849 964,500 27,475,349 1,153,500

1850-Line Transformers 4,394,374 4,822,435 428,060 5,635,591 813,156 6,081,091 445,500 6,637,591 556,500

Sub-Total-Line Transformers 4,394,374 4,822,435 428,060 5,635,591 813,156 6,081,091 445,500 6,637,591 556,500

1855-Services 137,879 235,632 97,753 230,893 (4,738) 245,893 15,000 260,893 15,000

1860-Meters 2,160,089 2,239,374 79,285 2,264,885 25,511 2,284,885 20,000 2,304,885 20,000

1861-Smart Meters

1870-Lease Property Customer Premises 8,010 8,010 8,010 8,010 8,010

Sub-Total-Services and Meters 2,297,967 2,483,015 185,048 2,503,788 20,773 2,538,788 35,000 2,573,788 35,000

1908-Buildings and Fixtures 1,428,436 1,746,458 318,022 1,805,752 59,294 1,880,752 75,000 1,880,752

1910-Leasehold Improvements

Sub-Total-General Plant 1,428,436 1,746,458 318,022 1,805,752 59,294 1,880,752 75,000 1,880,752

1920-Computer Equipment - Hardware 267,961 252,895 (15,066) 252,895 252,895 252,895

1921-Computer Equipment - Hardware post March 22, 2004 58,851 58,851 66,011 7,161 66,011 66,011

1921-Computer Equipment - Hardware post March 19, 2007 9,554 9,554 50,154 40,600 78,654 28,500

1925-Computer Software 286,478 520,814 234,336 562,257 41,442 611,257 49,000 646,257 35,000

Sub-Total-IT Assets 554,440 832,560 278,121 890,717 58,157 980,317 89,600 1,043,817 63,500

1915-Office Furniture and Equipment 151,834 191,726 39,892 221,819 30,092 249,619 27,800 269,119 19,500

1930-Transportation Equipment 1,409,961 1,384,745 (25,216) 1,384,745 1,594,745 210,000 1,594,745

1935-Stores Equipment 22,984 30,023 7,039 30,023 30,023 30,023

1940-Tools, Shop and Garage Equipment 253,609 291,826 38,217 304,681 12,855 319,681 15,000 334,681 15,000

1945-Measurement and Testing Equipment 146,400 151,690 5,290 151,690 166,690 15,000 171,690 5,000

1950-Power Operated Equipment

1955-Communication Equipment 110,718 110,718 110,718 175,718 65,000 175,718

1960-Miscellaneous Equipment 37,040 37,040 61,059 24,019 292,629 231,570 852,629 560,000

Sub-Total-Equipment 2,132,546 2,197,768 65,223 2,264,735 66,967 2,829,105 564,370 3,428,605 599,500

1825-Storage Battery Equipment

1970-Load Management Controls - Customer Premises

1975-Load Management Controls - Utility Premises

1565-CDM Expenditures 9,027 (9,027)

1980-System Supervisory Equipment 844,977 928,569 83,592 1,013,153 84,584 1,063,153 50,000 1,063,153

1985-Sentinel Lighting Rental Units

1995-Contributions and Grants - Credit (267,013) (631,962) (364,949) (1,405,492) (773,530) (1,555,492) (150,000) (1,705,492) (150,000)

1996-Hydro One S/S Contribution

Sub-Total-Other Distribution Assets 586,991 296,607 (290,384) (392,339) (688,947) (492,339) (100,000) (642,339) (150,000)

GROSS ASSET TOTAL 36,394,111 39,972,088 3,577,977 42,252,781 2,280,693 44,476,751 2,223,970 47,034,751 2,558,000

2009 Test ($)

Variance from

2008 Bridge2008 Bridge ($)

Variance from 2006

Board Approved

Poles and Wires

Line Transformers

Services and Meters

Variance from

2007 Bridge

DS

TS Primary Above 50

Land and Buildings

2007 Actual ($)

Variance from 2006

ActualDescription

2006 Board

Approved ($) 2006 Actual ($)

IT Assets

General Plant

Equipment

Other Distribution Assets

5



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 2
Tab 2

Schedule 3
Page 1 of 1

Filed: August 15, 2008

GROSS ASSETS OVERVIEW:1

The 2006 Board Approved closing balance for Gross Assets is based on Welland Hydro’s 20042

adjusted year end account balances. As such, the variance between 2006 Board Approved and3

2006 Actual represents two years of capital spending/disposals. A break down of changes in4

Gross Assets for 2005 and 2006 can be found in the continuity schedules provided in Exhibit 2,5

Tab 2, and Schedule 1.6

Welland Hydro averaged $2,023,343 in actual capital expenditures from 2005 to 2007.7

Significant increases in the cost of copper will contribute to increased wire and transformer costs8

resulting in increases in 2008 Bridge Year and 2009 Test Year capital investments. Capital9

spending over the next two years will average $2,390,985 per year. However, $560,000 is the10

result of mandated wholesale metering point expenditures at the Crowland TS which is discussed11

in detail at Exhibit 2, Tab 3, Schedule 3. When this expenditure is removed from the forecasted12

capital expenditures, the average over 2008 to 2009 will be $2,110,985 per year which is in line13

with expenditures in the previous three years.14

Welland Hydro has a variance analysis threshold for changes in Gross Assets of $194,040. The15

calculation of this threshold is shown at Exhibit 2, Tab 1, Schedule 2, page 2. Variances which16

exceed the threshold are identified in Exhibit 2, Tab 3, Schedule 1 which is followed by a17

detailed analysis and description of capital expenditures by project.18
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Table 11
ACCUMULATED DEPRECIATION

1805-Land

1806-Land Rights 55,841 56,669 828 57,132 463 57,597 465 58,061 465

1808-Buildings and Fixtures 44,473 48,554 4,081 50,595 2,040 52,635 2,040 54,676 2,040

1905-Land

1906-Land Rights

1810-Leasehold Improvements

Sub-Total-Land and Buildings 100,314 105,223 4,909 107,727 2,504 110,232 2,505 112,737 2,505

1815-Transformer Station Equipment - Normally Primary above 50 kV

Sub-Total-TS Primary Above 50

1820-Distribution Station Equipment - Normally Primary below 50 kV 1,700,948 1,917,225 216,277 2,029,487 112,262 2,146,749 117,262 2,269,011 122,262

Sub-Total-DS 1,700,948 1,917,225 216,277 2,029,487 112,262 2,146,749 117,262 2,269,011 122,262

1830-Poles, Towers and Fixtures 25,289 160,746 135,457 277,395 116,649 420,664 143,269 577,133 156,469

1835-Overhead Conductors and Devices 5,083,715 5,985,837 902,122 6,426,600 440,763 6,864,830 438,230 7,297,196 432,365

1840-Underground Conduit 4,336 14,624 10,288 23,879 9,255 34,934 11,055 49,048 14,115

1845-Underground Conductors and Devices 4,501,697 5,200,408 698,711 5,593,324 392,916 5,990,439 397,115 6,391,514 401,075

Sub-Total-Poles and Wires 9,615,037 11,361,615 1,746,578 12,321,198 959,583 13,310,867 989,669 14,314,890 1,004,024

1850-Line Transformers 1,839,742 2,179,990 340,248 2,396,421 216,431 2,637,853 241,432 2,890,415 252,562

Sub-Total-Line Transformers 1,839,742 2,179,990 340,248 2,396,421 216,431 2,637,853 241,432 2,890,415 252,562

1855-Services 8,123 24,912 16,789 34,148 9,236 43,983 9,836 54,119 10,136

1860-Meters 1,089,008 1,258,132 169,124 1,344,407 86,275 1,431,482 87,075 1,518,957 87,475

1861-Smart Meters

1870-Lease Property Customer Premises 1,282 1,282 1,602 320 1,922 320 2,243 320

Sub-Total-Services and Meters 1,097,131 1,284,325 187,194 1,380,156 95,831 1,477,388 97,231 1,575,319 97,931

1908-Buildings and Fixtures 649,241 729,149 79,908 773,219 44,070 819,614 46,395 865,261 45,647

1910-Leasehold Improvements

Sub-Total-General Plant 649,241 729,149 79,908 773,219 44,070 819,614 46,395 865,261 45,647

1920-Computer Equipment - Hardware 194,783 222,720 27,937 239,804 17,083 252,895 13,091 252,895

1921-Computer Equipment - Hardware post March 22, 2004 20,835 20,835 34,037 13,202 47,239 13,202 60,441 13,202

1921-Computer Equipment - Hardware post March 19, 2007 1,911 1,911 11,941 10,030 24,823 12,882

1925-Computer Software 133,230 294,908 161,678 383,383 88,475 471,560 88,176 540,015 68,455

Sub-Total-IT Assets 328,013 538,463 210,450 659,135 120,672 783,635 124,500 878,174 94,539

1915-Office Furniture and Equipment 71,498 99,651 28,153 116,627 16,975 136,566 19,939 156,622 20,056

1930-Transportation Equipment 1,323,931 1,275,446 (48,485) 1,310,070 34,624 1,346,484 36,414 1,382,429 35,946

1935-Stores Equipment 22,475 23,289 814 24,049 761 24,810 761 25,570 761

1940-Tools, Shop and Garage Equipment 227,926 245,555 17,629 254,480 8,925 264,177 9,697 274,354 10,176

1945-Measurement and Testing Equipment 140,019 143,031 3,012 144,305 1,274 147,078 2,774 150,102 3,024

1950-Power Operated Equipment

1955-Communication Equipment 79,933 88,731 8,798 92,852 4,121 103,399 10,547 113,738 10,338

1960-Miscellaneous Equipment 31,484 37,040 5,556 39,442 2,402 65,001 25,559 99,893 34,892

Sub-Total-Equipment 1,897,266 1,912,742 15,476 1,981,824 69,082 2,087,515 105,691 2,202,709 115,193

1825-Storage Battery Equipment

1970-Load Management Controls - Customer Premises

1975-Load Management Controls - Utility Premises

1980-System Supervisory Equipment 498,162 593,010 94,848 649,948 56,938 705,670 55,722 758,052 52,383

1985-Sentinel Lighting Rental Units

1995-Contributions and Grants - Credit (10,681) (53,640) (42,959) (103,785) (50,145) (166,005) (62,220) (231,225) (65,220)

1996-Hydro One S/S Contribution

Sub-Total-Other Distribution Assets 487,481 539,370 51,889 546,163 6,793 539,665 (6,498) 526,828 (12,837)

ACCUMULATED DEPRICIATION TOTAL 17,715,173 20,568,102 2,852,929 22,195,330 1,627,228 23,913,517 1,718,187 25,635,344 1,721,827

2007 Actual ($)

Variance from 2006

Actual 2008 Bridge ($)

Variance from

2007 BridgeDescription

2006 Board

Approved ($) 2006 Actual ($)

Variance from 2006

Board Approved

Land and Buildings

TS Primary Above 50

DS

Poles and Wires

Line Transformers

Other Distribution Assets

Services and Meters

General Plant

IT Assets

Equipment

2009 Test ($)

Variance from

2008 Bridge
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VARIANCE ANALYSIS ON ACCUMULATED DEPRECIATION:1

Welland Hydro has used the half year rule to calculate Depreciation Expense and Accumulated2

Depreciation Balances for the 2009 Test Year.3

The 2006 Board Approved closing balance for accumulated depreciation is based on Welland4

Hydro’s 2004 year end adjusted account balances. As such, the variance between 2006 Board5

Approved and 2006 Actual represents two years of depreciation charges, adjustments, and6

disposals. Welland Hydro has a variance analysis threshold for changes in accumulated7

depreciation of $194,040. The following Table 12 outlines the OEB accounts which exceed the8

variance in each year.9

Table 1210

Welland Hydro - Changes in Accumulated Depreciation Exceeding Materiality Threshold By Year

2005/6
Total

47 1835 OH Conductors & Devices-Depreciation 454,329 447,793 902,122 440,763 438,230 432,365
47 1845 UG Conductors & Devices-Depreciation 349,355 349,356 698,711 392,916 397,115 401,075

47 1850 Line Transformers-Depreciation 182,935 191,036 373,971 223,536 241,432 252,562
47 1850 Line Transformers-Disposals -38 -33,685 -33,723 -7105 0 0
47 1850 Line Transformers-Total 182,897 157,351 340,248 216,431 241,432 252,562

2009 Test2006 Actual 2007 Actual

2008

Bridge

CCA

Class OEB Description 2005 Actual

11

The above table shows that the depreciation expense for each of the above accounts has not12

changed materially from year to year. The annual depreciation expense for all fixed asset13

accounts has increased from $1,493,388 in 2005 to a forecast of $1,721,827 in 2009. The net14

increase of $228,439 is the result of capital expenditures over a five year period. As a result, no15

further explanation of the changes in accumulated depreciation accounts is required.16
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CAPITAL EXPENDITURES VARIANCE ANALYSIS:1

Welland Hydro has been, and continues to be, focused on maintaining the adequacy, reliability,2

and quality of service to its distribution customers through effective capital spending. The actual3

and budgeted capital OEB accounts which exceed the materiality threshold of $194,040 are4

presented in the following Table 13.5

Table 136

Welland Hydro - Gross Asset Changes Exceeding Materiality Threshold By Year

2005 2006 2007 2008 2009
Actual Actual Actual Bridge Test

47 1820 Substation Equipment-Capital Spending 300,000
47 1830 Poles, Towers & Fixtures-Capital Spending 664,627 1,002,272 1,666,899 721,877 665,500 660,000

47 1845 UG Conductors & Devices-Capital Spending 457,446 143,410 600,856 935,595 198,000

47 1850 Line Transformers-Capital Spending 261,549 215,135 476,684 825,488 445,500 556,500
47 1850 Line Transformers-Disposals -1,257 -47,367 -48,624 -12,332 0 0

47 1850 Line Trnasformers-Total 260,292 167,768 428,060 813,156 445,500 556,500

47 1908 Buildings & Fixtures-Capital Spending 171,598 146,424 318,022
12 1925 Computer - Software-Capital Spending 90,511 143,825 234,336

10 1930 Transportation Equipment-Capital Spending 210,000
8 1960 Miscellaneous Equipment-Capital Spending 231,570 560,000

47 1995 Contributions & Grants -175,021 -189,928 -364,949 -773,530

CCA

Class OEB Description

2005/6

Total

7

The capital spending by account is broken down by project in Exhibit 2, Tab 3, Schedule 2. As8

projects can be charged to different OEB capital accounts, additional accounts have been9

identified where required.10
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Table 141

2009 Capital Expenditures2

Account Account Account Account Account Account Account
1830 1835 1840 1845 1850 1960 1995

Rebuild MS#2 Substation 300,000 300,000

Miscellaneous Pole Replacement 200,000 200,000
Mill Street Rebuild 150,000 30,000 7,500 75,000 37,500
Ontario Road Rebuild - Complete Project 100,000 60,000 10,000 30,000
Ridge, Rusholme, & Silverthorn - Complete Project 100,000 60,000 10,000 30,000

Towline Road/Rail Tracks to Dain City 200,000 160,000 40,000
Margeret, Nyr, Thorold Project 250,000 150,000 25,000 75,000
Barrington, Endicott, Fairlawn Underground Rebuild 160,000 48,000 48,000 64,000
Miscellaneous Underground Rebuild 100,000 30,000 30,000 40,000

Miscellaneous Transformer Replacement 200,000 200,000
Capitalized Subdivison Assets Transferred 50,000 120,000 80,000 -150,000
Crowland TS Meter-Wholesale Meter Point 560,000 560,000

$2,370,000 $300,000 $660,000 $92,500 $153,000 $198,000 $556,500 $560,000 -$150,000

Total Misc Projects $188,000

Total Capital Spending Year $2,558,000

Project Description

Total

Project

Account

1820

3

4
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Table 151

2008 Capital Expenditures2

Account Account Account Account Account Account Account Account
1830 1835 1840 1845 1850 1930 1960 1995

Miscellaneous Pole Replacement 200,000 200,000
Colbeck Drive 27.6 Line 90,000 40,500 9,000 40,500
Major Street Rebuild-Completion -25,000 40,000 10,000 -75,000

Clare Ave Rebuild 20,000 20,000
Myrtle & Empire 27.6 250,000 112,500 25,000 112,500
Ontario Road - Start Project 50,000 40,000 10,000
Ridge, Rusholme, & Silverthorn - Start Project 100,000 45,000 10,000 45,000

Aquedcut Area (Birch, Cedar, Beechwood) 100,000 55,000 10,000 35,000
Crowland TS Line Upgrade 50,000 22,500 5,000 22,500
Niagara Street & Lancaster 27.6 200,000 90,000 20,000 90,000
Miscellaneous Underground Rebuild 150,000 45,000 45,000 60,000

Rebuild MS#11-Complete 150,000 150,000
Capitalized Subdivison Assets Transferred 25,000 60,000 40,000 -75,000
New Single Bucket Truck 210,000 210,000
Back Up Generator - Completion 231,570 231,570

$1,801,570 $150,000 $665,500 $99,000 $45,000 $105,000 $445,500 $210,000 $231,570 -$150,000

Total Misc Projects $422,400

Total Capital Spending Year $2,223,970

Project Description

Total

Project

Account

1820

3

4
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Table 161

2007 Capital Expenditures2

Account Account Account Account Account Account Account
1830 1835 1840 1845 1850 1980 1995

Miscellaneous Pole Replacement 205,960 205,960

Riverside/Broadway Ave-Complete 11,384 11,384
Major Street Rebuild-Start 146,419 121,478 21,800 3,141
Rebuild MS#11-Start 157,516 123,716 6,074 6,026 21,700
Townline Tunnel 177,138 102,971 74,167

Load Transfer from Hydro One-Fairgrounds 144,267 96,481 15,095 32,691
Niagara Street 27.6 CDM Capital-Complete 243,729 177,529 -11,275 65,160 12,315
Capitalized Subdivison Assets Transferred 137,093 707,548 203,075 -773,530
Scada Upgrade-Complete 84,584 84,584

Miscellaneous Underground Rebuild 122,131 43,815 67,020 11,296
Miscellaneous Transformer Replacement 139,163 139,163
Transformer Inventory 423,807 423,807

$1,993,191 $123,716 $721,877 $31,646 $43,815 $935,595 $825,488 $84,584 -$773,530

Total Misc Projects $299,834

Total Capital Spending Year $2,293,025

Project Description

Total

Project

Account

1820

3

4
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Table 171
2

2006 Capital Expenditures3
4

Account Account Account Account Account Account Account Account

1830 1835 1840 1845 1850 1855 1980 1995

Scada Upgrade-Start 83,592 83,592
Niagara Street 27.6 CDM Capital-Start 452,498 299,136 62,159 111,946 2,906 90,206 17,401 -131,256
Riverside/Broadway Ave-Continue 216,050 191,144 5,865 19,041

Fitch Street - Relocation 116,292 115,354 21,549 -20,611
Moyer Road /Mathews-Complete 69,239 59,320 3,083 6,836
Carl Road North 69,396 69,396

Chipewa/Nortre Dame 50,931 50,111 820
Miscellaneous Pole Replacement 217,811 217,811
Miscellaneous Underground Rebuild 104,468 5,759 96,337 2,372

Miscellaneous Transformer Replacement 165,187 165,187
Capitalized Subdivison Assets Transferred 15,188 41,193 12,056 -38,061
Transformer Inventory -80,563 -80,563

$1,480,089 $1,002,272 $93,476 $117,705 $140,436 $215,135 $17,401 $83,592 -$189,928

Total Misc Projects $521,923

Total Capital Spending Year $2,002,012

Project Description

Total

Project

5
6
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Table 181
2

2005 Capital Expenditures3
4

Account Account Account Account Account
1830 1835 1845 1850 1995

Riverside/Broadway Ave-Start 169,034 166,865 2,169
Moyer Road/Mathews-Start 91,466 91,466
Shisler/Darby Road 124,846 124,846
Miscellaneous Pole Replacement 281,450 281,450

Primeway Drive 184,523 184,523
Capitalized Subdivison Assets Transferred 35,170 190,831 19,360 -175,021
Miscellaneous Underground Rebuild 82,092 82,092
Miscellaneous Transformer Replacement 104,240 104,240
Transformer Inventory 137,949 137,949

$1,210,770 $664,627 $2,169 $457,446 $261,549 -$175,021

Total Misc Projects $564,487

Total Capital Spending Year $1,775,257

Project Description

Total

Project

5
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CAPITAL EXPENDITURES DESCRIPTION:1

2009 CAPITAL EXPENDITURES BY PROJECT2

Rebuild MS#2 Substation3

MS#2 is one of 14 substations owned and operated by Welland Hydro and is located on4

McMaster Avenue. The substation is approximately 50 years old and transforms voltage from5

27.6 kV down to 4.16 kV. There are currently two switch gears which require replacement at an6

estimated cost of $150,000. An additional $150,000 is required to replace existing transformers7

with an equivalent transformation capacity. Total cost is estimated at $300,000 for the project.8

Miscellaneous Pole Replacement9

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual10

inspection) and identifies which ones require replacement. The amount budgeted for this capital11

expenditure represents cases in which individual or a few poles are replaced as opposed to a12

major project in which a complete section is rebuilt. The estimate of $200,000 for 2009 Test13

Year and 2008 Bridge Year was based on historical actual expenditures from 2005 ($281,450),14

2006 ($217,811) and 2007 ($205,960).15

Mill Street Rebuild16

An apartment complex (subsidized rent) is currently being built at the intersection of Mill Street17

and Niagara Street. This area is an older section of Welland and the distribution system in the18

area is 4160/2400V and requires replacement. The system in this area will be updated to19

27600/16000V at a total estimated cost of $150,000.20

Ontario Road Rebuild (2008/09)21

In 2008, Welland Hydro is scheduled to begin rebuilding and extending the distribution system22

on Ontario Road which is located in southeast Welland. The existing poles and power lines have23
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been in service for over 40 years and require replacement. Total capital expenditures are1

budgeted at $150,000 with $50,000 scheduled for 2008 and the balance of $100,000 in 2009.2

Ridge, Rusholme, & Silverthorn (2008/09)3

In 2008, Welland Hydro is scheduled to begin rebuilding the distribution system in the Ridge4

Road, Rusholme Road & Silverthorn Court areas on the east side of Welland. This area of5

Welland is comprised of rural residential and industrial customers. The distribution system is6

approximately 40 year old and requires updating/replacement. Total capital expenditures are7

budgeted at $200,000 with $100,000 per year forecasted in each of 2008 and 2009.8

Towline Road/Rail Track to Dain City9

This area is located in the south part of Welland and is mainly a rural area. The distribution lines10

in this area are a vital link to the supply of electricity to an area of Welland known as Dain City.11

The system is between 40 to 50 years old and requires updating/replacement. Total capital12

expenditures are budgeted at $200,000 in 2009.13

Margeret, Nyr, Thorold Road Project14

This is an older residential section of Welland located in the centre of the city. The distribution15

system has been in service for approximately 40 years and requires updating/replacement. Total16

capital costs are budgeted at $250,000 in 2009.17

Barrington, Endicott, Fairlawn Underground Rebuild18

This residential subdivision is located on the west side of Welland. The underground19

distribution system requires new cabling and a new civil infrastructure at a projected capital cost20

of $260,000 in 2009.21

22
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Miscellaneous Underground Rebuild1

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service2

age / reliability) of the distribution section. Expenditures in this category are smaller in nature3

and not part of an overall larger project. The estimates of $100,000 for 2009 Test Year and4

$150,000 for 2008 Bridge Year were based on historical actual expenditures from 20055

($82,092), 2006 ($104,468), and 2007 ($122,131).6

Miscellaneous Transformer Replacement7

Each year Welland Hydro budgets for miscellaneous replacement of transformers (testing /8

service age / reliability / failures) within the distribution area. Expenditures in this category are9

smaller in nature and not part of an overall larger project. These expenditures represent the net10

amount of transformers placed in service and changes in transformers in inventory. In order to11

compare budgeted expenditures to previous years, the amount of the change in transformers in12

inventory must be taken into consideration. The following shows the 2009 Test Year and 200813

Bridge year total expenditures on transformers (In Service/Change in Inventory).14

2005 2006 2007 2008 200915

In Service $104,240 $165,187 $139,163 $200,000 $200,00016

In Inventory 137,949 (80,563) 423,807 (200,000) $017

Total Transformer $242,189 $ 84,624 $562,970 $0 $200,00018

The Accounting Procedures Handbook calls for LDCs to record transformer inventory as capital19

assets as opposed to inventory unless the transformer has been designated for specific use at a20

later date. The five year average for miscellaneous transformer capital expenditures is $217,95721

with the majority of transformers already being purchased. The increase in transformer22

inventory in 2007 is related to a 9 to 15 month lead time on new purchases. This resulted in a23

decrease in transformer inventory in 2006. Although Welland Hydro has budgeted to reduce24

transformers in inventory in 2008 by $200,000 followed by no increase in 2009 the actual change25
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will be determined by levels which meet both the needs of Welland Hydro’s customers and the1

reliability of the distribution system.2

Capitalized Subdivision Assets Transferred3

These capital expenditures represent Welland Hydro’s capital investment in new subdivisions4

within the distribution system. The amount of the capital investment is based on Welland5

Hydro’s forecasted net revenue (income less incremental expenses) from the system expansion.6

The developer is required to enter into an agreement prior to any construction and agrees to7

provide Welland Hydro with the capital cost of the expansion. These amounts are then recorded8

into Welland Hydro’s asset ledger by OEB account. A credit in the Capital Contributions9

account is also set up with the net difference representing Welland Hydro’s Capital Investment to10

the system expansion. Actual amounts of capital investments made by Welland Hydro were11

$35,170 in 2005, $15,188 in 2006, and $137,093 in 2007 for an average annual amount of12

$62,484. Amounts included in forecast capital expenditures are $25,000 in 2008 Bridge Year13

and $50,000 in 2009 Test Year based on past history.14

Crowland TS Meter-Wholesale Meter Point15

The budget for Wholesale Meter Point upgrades is based on requirements issued by the IESO.16

The timing of the upgrades is dependent on the availability of Hydro One resources since17

Welland Hydro’s Wholesale Meter Points are located in Hydro One substations and Welland18

Hydro employees are not permitted to work on the Hydro One assets. As a result, Welland19

Hydro must schedule upgrades with Hydro One and must rely on Hydro One to provide the20

construction crews necessary to complete the projects.21

Welland Hydro has one Wholesale Meter Point within the distribution system which is located at22

the Crowland TS. This site is only partially compliant under existing market rules. The existing23

instrument transformers have been given dispensation until the end of 2009. The Wholesale24

Meter Point is used to determine the energy used on eight 27.6 kV Welland Hydro feeders. The25
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upgrade cost is based on installing fully compliant metering in each of the eight feeders. Total1

capital expenditures are budgeted at $560,000 in 2009.2

3

2008 CAPITAL EXPENDITURES BY PROJECT4

Miscellaneous Pole Replacement5

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual6

inspection) and identifies which ones require replacement. The amount budgeted for this capital7

expenditure represents cases in which individual or a few poles are replaced as opposed to a8

major project in which a complete section is rebuilt. The estimate of $200,000 for 2009 Test9

Year and 2008 Bridge Year was based on historical actual expenditures from 2005 ($281,450),10

2006 ($217,811), and 2007 ($205,960).11

Colbeck Drive 27.6 Line12

Colbeck Drive is located in the south west part of the City of Welland. This area which was13

once considered rural is currently an area where residential growth is taking place with new14

subdivisions being built. The distribution line which supplies power to this growth area requires15

rebuilding and will be updated from 4.16 kV to 27.6 kV. Total budgeted capital costs for 200816

are $90,000.17

Major Street Rebuild (2007/08)18

The Major Street/Centre Street area of Welland is an older heavy industrial area of the city. The19

City of Welland is currently in the process of revitalizing an old steel mill property into smaller20

industrial complexes. The distribution system in the area is over 40 years old and required21

updating along with a small extension. Work began on this project in 2007 and total capital22

expenditures for the year were $146,419. Work will be completed in 2008 at an estimated cost23

of $50,000. However, a $75,000 capital contribution from new customers has been planned for24

2008 which will more than offset 2008 expenses.25
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Clare Avenue Rebuild1

A small section of the distribution system on Clare Avenue in northwest Welland requires2

replacement. The poles will also be relocated during the construction process. Total capital3

costs of the project are estimated at $20,000 in 2008.4

Myrtle & Empire 27.6 Line5

Myrtle Avenue and Empire Street areas are older residential sections in central Welland. The6

distribution system requires replacement and will be updated from the current 4.16 kV to 27.67

kV. This will require new poles, hardware, lines, and transformers at a total cost of $250,000 in8

2008.9

Ontario Road Rebuild (2008/09)10

Description provided in 2009 Capital Expenditures by Project. Total capital expenditures for11

2008 are budgeted at $50,000 with an additional $100,000 planned in 2009.12

Ridge, Rusholme, & Silverthorn (2008/09)13

Description provided in 2009 Capital Expenditures by Project. Total capital expenditures for14

2008 are budgeted at $100,000 with an additional $100,000 planned in 2009.15

Aqueduct Area (Birch, Cedar, and Beechwood)16

The existing 27.6 kV line in this area requires replacement. During the rebuild Welland Hydro17

will be converting some existing customers from 4.16 kV to 27.6 kV. Total capital expenditures18

for 2008 are budgeted at $100,000.19

Crowland TS Line Upgrade20

This upgrade is related to work being performed by Hydro One in an area located adjacent to21

Welland Hydro’s distribution area. Total costs are projected at $50,000 in 2008.22
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Niagara Street & Lancaster 27.6 Line1

Niagara Street is a major commercial area located on the north side of Welland. In 2007 the2

distribution system south of Woodlawn road was rebuilt and upgraded from 4.16 kV to 27.6 kV.3

The distribution system north of Woodlawn requires replacement and will also be upgraded to4

27.6 kV. Total capital expenditure required is planned at $200,000 in 2008.5

Miscellaneous Underground Rebuild6

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service7

age / reliability) of the distribution section. Expenditures in this category are smaller in nature8

and not part of an overall larger project. The estimate of $100,000 for 2009 Test Year and9

$150,000 for 2008 Bridge Year were based on historical actual expenditures from 200510

($82,092), 2006 ($104,468), and 2007 ($122,131).11

Rebuild MS#11 Substation (2007/08)12

MS#11 is one of 14 substations owned and operated by Welland Hydro. It is located on Darby13

Road on the east side of Welland. In 2007 work began on replacing the switch gear and the14

installation of a new transformer. Total capital expenditures are estimated at $307,516. A total15

of $157,516 was spent in 2007 with the balance of $150,000 required to complete the project16

planned for 2008.17

Capitalized Subdivision Assets Transferred18

These capital expenditures represent Welland Hydro’s capital investment in new subdivisions19

within the distribution system. The amount of the capital investment is based on Welland20

Hydro’s forecasted net revenue (income less incremental expenses) from the system expansion.21

The developer is required to enter into an agreement prior any construction and agrees to provide22

Welland Hydro with the capital cost of the expansion. These amounts are then recorded into23

Welland Hydro’s asset ledger by OEB account. A credit in the Capital Contributions account is24

also set up with the net difference representing Welland Hydro’s Capital Investment to the25
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system expansion. Actual amounts of capital investments made by Welland Hydro were $35,1701

in 2005, $15,188 in 2006, and $137,093 in 2007 for an average annual amount of $62,484.2

Amounts included in forecast capital expenditures are $25,000 in 2008 Bridge Year and $50,0003

in 2009 Test Year based on past history.4

New Single Bucket Truck5

Welland Hydro reviews its current fleet of vehicles on a yearly basis to determine if any capital6

investments are required. The decision to replace a vehicle is based on age of service, past repair7

costs, and safety related items. A new single bucket truck has been ordered to replace an aging8

truck in the current fleet. The truck was ordered in early 2008 as the result of a 10 month lead9

time for delivery. Total cost of the truck and equipment is budgeted at $210,000 for 2008.10

Back Up Generator (2007/08)11

The existing backup generator for Welland Hydro’s service centre has been in operation for over12

forty years. The current generator is not large enough to provide power for the entire service13

centre supplying only enough to keep the control room and engineering operational. In 2007,14

Welland Hydro’s board approved replacement of the current generator with a system large15

enough to power the entire service centre and meet environmental regulations. During a power16

outage, the operation of the service centre is crucial for reviewing the status of the distribution17

system and directing manpower and resources to complete the necessary work. Initial capital18

expenditures of $24,019 in 2007 will be followed by $231,570 in 2008 to fully complete the19

project.20

21

2007 CAPITAL EXPENDITURES BY PROJECT22

Miscellaneous Pole Replacement23

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual24

inspection) and identifies which ones require replacement. The amounts recorded for this capital25
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expenditure represents cases in which individual or a few poles are replaced as opposed to a1

major project in which a complete section is rebuilt. The actual expenditures for 2007 were2

$205,960.3

Riverside/Broadway Ave Rebuild (2005-2007)4

Broadway Avenue and Riverside Drive are older residential areas in Welland south. In 2005,5

Welland Hydro started on a two year project to replace the existing 4.16 kV and 27.6 kV lines in6

this area. In addition, a new 27.6 kV line was constructed on Riverside Drive. During the7

construction process, some existing 4.16 kV customers were also converted to 27.6 kV. Total8

cost of the project was $396,468 with expenditures of $169,034 in 2005, $216,050 in 2006, and9

$11,384 in 2007.10

Major Street Rebuild (2007/08)11

Description provided in 2008 Capital Expenditures by Project. Actual capital expenditures in12

2007 were $146,419 with $50,000 budgeted for 2008 to complete the project.13

Rebuild MS#11 (2007/08)14

Description provided in 2008 Capital Expenditures by Project. Actual capital expenditures in15

2007 were $157,516 with $150,000 budgeted for 2008 to complete the project.16

Towline Tunnel Project17

This project represents rebuilding the distribution system from Ridge Road in the east18

proceeding through the Towline Tunnel under the Welland Canal to Ontario Road in the west.19

The project included replacing the cables which run in underground vaults associated with the20

Towline Tunnel which provides access under the canal. Total actual costs of capital21

expenditures relating to this project were $177,138 in 2007.22

23
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Load Transfer from Hydro One-Fairgrounds1

Welland Hydro currently has a long term load transfer arrangement with Hydro One2

Networks Inc. (“Hydro One”). In order to eliminate the requirement for the load transfer3

and comply with OEB requirements, Welland Hydro invested a total of $144,267 in capital4

expenditures in 2007. The area involved is located in north east Welland and includes the5

Welland Fairgrounds. Plans are also in place to develop new subdivisions in the immediate6

area and the improvements made will allow Welland Hydro to meet future service7

requirements within its distribution service area boundaries. As a result of the above8

capital expenditure all load transfer customers in this area who were previously supplied9

power by Hydro One are now being supplied by Welland Hydro.10

Niagara Street 27.6 CDM Capital (2006/07)11

The primary drivers for these types of projects are requests by municipalities and road12

authorities for plant relocation and/or modifications. These projects generally occur due to13

road widening, resurfacing, and or realignment. The Public Service Works on Highways14

Act provides for a cost sharing arrangement whereby the road authority contributes 50% of15

the cost of labor and equipment for the project. Welland Hydro is then responsible for the16

remaining 50% of the labor and equipment cost, and 100% of the cost of material for the17

project.18

In 2005 Welland Hydro was informed by the Region of Niagara of the plans to widen19

Niagara Street in Welland from Thorold road in the south to Woodlawn road in the north.20

The widening would allow for the addition of a turning lane to be used by traffic flowing in21

either direction. This section of Welland Hydro’s distribution system was being serviced22

by older 4.16 kV lines which have a higher line loss factor than 27.6 kV lines. Welland23

Hydro proposed to rebuild and upgrade this section of Welland Hydro’s distribution system24

to 27.6 kV line as part of the Third Tranche CDM spending which was subsequently25

approved by the OEB.26
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A total of $696,227 in capital expenditures was spent in 2006 ($452,498) and 20071

($243,729). These costs were offset by a capital contribution from the Region of Niagara2

in 2006 of $131,256 which is recorded in Account 1995.3

Capitalized Subdivision Assets Transferred4

These capital expenditures represent Welland Hydro’s capital investments in new subdivisions5

within the distribution system. The amount of the capital investment is based on Welland6

Hydro’s forecasted net revenue (income less incremental expenses) from the system expansion.7

The developer is required to enter into an agreement prior to any construction and agrees to8

provide Welland Hydro with the capital cost of the expansion. These amounts are then recorded9

into Welland Hydro’s asset ledger by OEB account. A credit in the Capital Contributions10

account is also set up with the net difference representing Welland Hydro’s Capital Investment to11

the system expansion.12

In 2007, capital investments were made for the following subdivisions:13

Harvest I $15,77114

Harvest II 22,03715

Harvest III 26,10216

Whispering Pine I 17,78617

Draper Creek I & II 41,42118

Welland River Estates 13,97619

Total Welland Hydro Investment $137,09320

21
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SCADA System Upgrade (2006/07)1

The existing SCADA software and hardware control system was purchased in 1998 with a VMS2

operating system for which support is being phased out by the software vendor. The existing3

hardware is obsolete and no longer supported. A decision was made to upgrade the system in4

November, 2006 to a windows based operating system with new computers and servers. The5

new system is significantly faster than the existing system with increased reliability and6

additional features. Actual capital spending was $83,592 in 2006 followed by $84,584 in 20077

for a total project cost of $168,176.8

Miscellaneous Underground Rebuild9

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service10

age / reliability) of the distribution section. Expenditures in this category are smaller in nature11

and not part of an overall larger project. The actual capital expenditure for 2007 was $122,131.12

Miscellaneous Transformer Replacement13

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.14

Actual capital expenditures in 2007 were $139,163.15

Transformer Inventory16

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.17

Actual capital expenditures in 2007 were $423,807.18

19

2006 CAPITAL EXPENDITUES BY PROJECT20

SCADA System Upgrade (2006/07)21

Description provided in 2007 Capital Expenditures by Project. Actual capital expenditures were22

$83,592 in 2006 followed by $84,584 in 2007.23
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Niagara Street 27.6 CDM Capital (2006/07)1

Description provided in 2007 Capital Expenditures by Project. Actual capital expenditures were2

$452,498 in 2006 followed by $243,729 in 2007.3

Riverside/Broadway Ave Rebuild (2005-2007)4

Description provided in 2007 Capital Expenditures by Project. Actual capital expenditures in5

2006 were $216,050.6

Fitch Street Relocation7

Fitch Street is located on the west side of Welland and was widened and resurfaced in 2006. As8

a result, Welland Hydro made improvements to the existing distribution system while relocating9

the poles to new locations. A capital contribution was received to offset 50% of labor and10

equipment costs and is recorded in Account 1995. Total capital costs were $116,292 net of11

contributed capital in 2006.12

Moyer Road/Mathews (2005/06)13

In 2005, Welland Hydro began replacing the existing 4.16 kV and 27.6 kV power lines in this14

area. This project was performed in conjunction with the distribution system rebuild on Carl15

Road. This continuous section of line connects into the Hydro One system bordering Welland16

Hydro’s service area. This would allow for the transfer of electricity between systems in the17

event of a power interruption. Total expenditures included $91,466 in 2005 followed by $69,23918

in 2006 to complete the project.19

Carl Road North20

As indicated above this project was made in conjunction with the distribution system rebuild on21

Moyer Road and Mathews Road. Total capital expenditures were $69,396 in 2006.22

23
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Chippewa/Notre Dame1

This project involved the relocation of existing poles and an upgrade to the distribution system at2

a total cost of $50,931 in 2006.3

Miscellaneous Pole Replacement4

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual5

inspection) and identifies which ones require replacement. The amount budgeted for this capital6

expenditure represents cases in which individual or a few poles are replaced as opposed to a7

major project in which a complete section is rebuilt. The actual expenditures for 2006 were8

$217,811.9

Miscellaneous Underground Rebuild10

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service11

age / system reliability) of the distribution section. Expenditures in this category are smaller in12

nature and not part of an overall larger project. The actual capital expenditure for 2006 was13

$104,468.14

Miscellaneous Transformer Replacement15

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.16

Actual capital expenditures were $165,187 in 2006.17

Capitalized Subdivision Assets Transferred18

These capital expenditures represent Welland Hydro’s capital investments in new subdivisions19

within the distribution system. The amount of the capital investment is based on Welland20

Hydro’s forecasted net revenue (income less incremental expenses) from the system expansion.21

The developer is required to enter into an agreement prior any construction and agrees to provide22

Welland Hydro with the capital cost of the expansion. These amounts are then recorded into23

Welland Hydro’s asset ledger by OEB account. A credit in the Capital Contributions account is24
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also set up with the net difference representing Welland Hydro’s Capital Investment to the1

system expansion. In 2006, a capital investment of $15,188 was made to the Stoneybrook2

subdivision.3

Transformer Inventory4

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.5

Actual capital expenditures in 2006 were ($80,563).6

7

2005 CAPITAL EXPENDITURES BY PROJECT8

Riverside/Broadway Ave (2005-2007)9

Description provided in 2007 Capital Expenditures by Project. Actual capital expenditures in10

2005 were $169,034.11

Moyer Road/Mathews (2005/06)12

Description provided in 2006 Capital Expenditures by Project. Actual capital expenditures in13

2005 were $91,466.14

Shisler/Darby Road15

This project in a rural area on Welland’s east side required the replacement of hydro poles in an16

older section of Welland Hydro’s distribution section. Actual capital expenditures were17

$124,846 in 2005.18

Miscellaneous Pole Replacement19

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual20

inspection) and identifies which ones require replacement. The amount budgeted for this capital21

expenditure represents cases in which individual or a few poles are replaced as opposed to a22
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major project in which a complete section is rebuilt. Actual expenditures for 2005 were1

$281,450.2

Primeway Drive3

Primeway Drive is a new roadway in the City of Welland which was completed in 2006.4

Construction of a major commercial shopping area began in 2005 and is still ongoing. In order5

to service this area, Welland Hydro extended the current distribution system and spent $184,5236

on underground cabling in 2005. This section of Welland is projected as a high growth area with7

the possibility of significant construction and development over the next decade.8

Capitalized Subdivision Assets Transferred9

These capital expenditures represent Welland Hydro’s capital investments in new subdivisions10

within the distribution system. The amount of the capital investment is based on Welland11

Hydro’s forecasted net revenue (income less incremental expenses) from the system expansion.12

The developer is required to enter into an agreement prior any construction and agrees to provide13

Welland Hydro with the capital cost of the expansion. These amounts are then recorded into14

Welland Hydro’s asset ledger by OEB account. A credit in the Capital Contributions account is15

also set up with the net difference representing Welland Hydro’s Capital Investment to the16

system expansion.17

In 2005, capital investments were made for the following subdivisions:18

Woodhaven Phase II $16,45419

Larchwood Subdivision 7,39020

Clare Ave Estates 11,32621

Total Welland Hydro Investment $35,17022

23
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Miscellaneous Underground Rebuild1

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service2

age / system reliability) of the distribution section. Expenditures in this category are smaller in3

nature and not part of an overall larger project. The actual capital expenditure for 2005 was4

$82,098.5

Miscellaneous Transformer Replacement6

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.7

Actual capital expenditures in 2005 were $104,240.8

Transformer Inventory9

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.10

Actual capital expenditures in 2005 were $137,949.11
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CAPITALIZATION POLICY:1

Welland Hydro applies the following general capitalization policies and principles based on2

Generally Accepted Accounting Principles (“GAAP”), in particular CICA Handbook Section3

3060 Capital Assets, as well as guidelines set out by the OEB, where applicable:4

 The amount to be capitalized is the cost to acquire or construct a capital asset, including5

any ancillary costs incurred to place a capital asset into its intended state of operation.6

Welland Hydro does not currently capitalize interest on funds for construction.7

 Assets that are intended to be used on an on-going basis and are expected to provide8

future economic benefit (generally considered to be greater than one year) will be9

capitalized.10

 Individual items with an estimated useful life greater than one year and valued at greater11

than $250 will be capitalized.12

 Expenditures that create a physical betterment or improvement of the asset (i.e. there is a13

significant increase in the physical output or service capacity; or the useful life of the14

capital asset is extended) will be capitalized.15

 With respect to transportation equipment (e.g. vehicles), all costs associated with putting16

a vehicle into service are capitalized.17
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WORKING CAPITAL CALCULATION:1

OVERVIEW:2

Welland Hydro’s working capital allowance is forecast to be $6,343,168 for 2009 and is based3

on the “15% of specific O&M accounts formula approach” referred to at page 15 of the Board's4

Filing Requirements. Welland Hydro has provided its calculations by account for each of 20065

Actual, 2007 Actual, the 2008 Bridge Year and the 2009 Test Year in Table 19 on the following6

pages.7
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Table 191

Working Capital Calculation by Account2

3

Description 2006 Actual

Allowance for

Working

Capital 2007 Actual

Allowance for

Working

Capital 2008 Bridge

Allowance for

Working

Capital 2009 Test

Allowance for

Working

Capital

Rate used for Working Capital Allowance 15% 15% 15% 15%

Operation
5005-Operation Supervision and Engineering 54,188 8,128 65,475 9,821 83,862 12,579 86,349 12,952

5010-Load Dispatching 58,569 8,785 74,914 11,237 76,867 11,530 79,101 11,865

5012-Station Buildings and Fixtures Expense 5,122 768 11,787 1,768 11,973 1,796 12,268 1,840

5014-Transformer Station Equipment - Operation Labour 0 0 0 0 0 0 0 0

5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0 0 0 0 0

5016-Distribution Station Equipment - Operation Labour 8,698 1,305 11,993 1,799 15,552 2,333 17,676 2,651

5017-Distribution Station Equipment - Operation Supplies and Expenses 106,991 16,049 110,129 16,519 112,565 16,885 115,650 17,348

5020-Overhead Distribution Lines and Feeders - Operation Labour 55,838 8,376 67,768 10,165 87,931 13,190 99,596 14,939

5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 48,917 7,338 155,733 23,360 168,573 25,286 181,766 27,265

5030-Overhead Sub transmission Feeders - Operation 58,947 8,842 61,256 9,188 76,052 11,408 85,777 12,867

5035-Overhead Distribution Transformers- Operation 11,328 1,699 12,018 1,803 13,853 2,078 14,131 2,120

5040-Underground Distribution Lines and Feeders - Operation Labour 101,693 15,254 106,693 16,004 138,440 20,766 157,335 23,600

5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 26,172 3,926 29,396 4,409 26,409 3,961 27,295 4,094

5050-Underground Sub transmission Feeders - Operation 29,219 4,383 34,319 5,148 42,382 6,357 47,806 7,171

5055-Underground Distribution Transformers - Operation 8,152 1,223 12,741 1,911 13,200 1,980 13,444 2,017

5065-Meter Expense 283,635 42,545 310,752 46,613 312,698 46,905 339,287 50,893

5070-Customer Premises - Operation Labour 1,317 198 5,865 880 7,606 1,141 8,644 1,297

5075-Customer Premises - Materials and Expenses 210 32 0 0 0 0 0 0

5085-Miscellaneous Distribution Expense 241,338 36,201 136,512 20,477 167,742 25,161 188,506 28,276

5095-Overhead Distribution Lines and Feeders - Rental Paid 22,349 3,352 6,230 935 21,966 3,295 22,405 3,361

5096-Other Rent 0 0 0 0 0 0 0 0

Sub-Total 1,122,683 168,402 1,213,581 182,037 1,377,671 206,651 1,497,036 224,555

Maintenance
5105-Maintenance Supervision and Engineering 58,199 8,730 69,212 10,382 85,144 12,772 95,673 14,351

5110-Maintenance of Buildings and Fixtures - Distribution Stations 20,307 3,046 15,607 2,341 18,022 2,703 18,933 2,840

5114-Maintenance of Distribution Station Equipment 12,875 1,931 23,550 3,532 16,627 2,494 18,397 2,760

5120-Maintenance of Poles, Towers and Fixtures 60,648 9,097 38,262 5,739 45,281 6,792 50,587 7,588

5121-Maintenance of Subtrans 10,834 1,625 12,003 1,800 11,980 1,797 13,469 2,020

5125-Maintenance of Overhead Conductors and Devices 151,279 22,692 131,592 19,739 162,406 24,361 180,518 27,078

5126-Maintenance of Overhead Subtrans 33,077 4,962 54,597 8,190 66,512 9,977 74,124 11,119

5130-Maintenance of Overhead Services 150,522 22,578 155,952 23,393 181,594 27,239 199,717 29,958

5135-Overhead Distribution Lines and Feeders - Right of Way 94,131 14,120 146,128 21,919 204,588 30,688 209,200 31,380

5145-Maintenance of Underground Conduit 21 3 21,141 3,171 22,548 3,382 23,977 3,597

5150-Maintenance of Underground Conductors and Devices 67,675 10,151 132,448 19,867 143,766 21,565 158,122 23,718

5151-Maintenance Emergency 12,743 1,911 16,331 2,450 20,728 3,109 22,969 3,445

5155-Maintenance of Underground Services 46,848 7,027 50,744 7,612 56,898 8,535 62,433 9,365

5160-Maintenance of Line Transformers 17,826 2,674 50,399 7,560 91,046 13,657 93,606 14,041

5175-Maintenance of Meters 3,237 486 4,242 636 3,701 555 3,813 572

5195-Maintenance of Other Installations on Customer Premises 286 43 3,851 578 4,994 749 5,676 851

Sub-Total 740,507 111,076 926,058 138,909 1,135,835 170,375 1,231,214 184,6824
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Table 191

Working Capital Calculation by Account2

3

Description 2006 Actual

Allowance for

Working

Capital 2007 Actual

Allowance for

Working

Capital 2008 Bridge

Allowance for

Working

Capital 2009 Test

Allowance for

Working

Capital

Rate used for Working Capital Allowance 15% 15% 15% 15%

Billing and Collections

5305-Supervision 0 0 0 0 0 0 0 0

5310-Meter Reading Expense 115,615 17,342 132,170 19,825 129,563 19,434 132,554 19,883

5315-Customer Billing 364,572 54,686 395,966 59,395 397,246 59,587 409,365 61,405

5320-Collecting 292,756 43,913 329,920 49,488 332,691 49,904 345,711 51,857

5325-Collecting- Cash Over and Short 169 25 32 5 12 2 50 8

5335-Bad Debt Expense (434,303) (65,145) 48,263 7,239 58,480 8,772 59,650 8,948

5340-Miscellaneous Customer Accounts Expenses 0 0 0 0 0 0 0 0

5350-Retail Billing 28,602 4,290 29,365 4,405 28,781 4,317 30,725 4,609

5360-Retail STR 3,640 546 1,988 298 2,059 309 2,119 318

Sub-Total 371,051 55,658 937,705 140,656 948,832 142,325 980,174 147,026

Community Relations

5405-Supervision 34,719 5,208 38,239 5,736 39,613 5,942 40,800 6,120

5410-Community Relations - Sundry 8,334 1,250 5,356 803 4,978 747 5,536 830

5415-Energy Conservation 95,392 14,309 95,904 14,386 15,000 2,250 95,274 14,291

5420-Community Safety Program 7,274 1,091 5,783 867 7,290 1,094 6,500 975

5425-Miscellaneous Customer Service and Informational Expenses 621 93 80 12 111 17 100 15

5510-Demonstrating and Selling Expense 0 0 0 0 0 0 0 0

5515-Advertising Expense 6,512 977 9,548 1,432 10,502 1,575 11,457 1,719

5520-Miscellaneous Sales Expense 0 0 0 0 0 0 0 0

Sub-Total 152,851 22,928 154,910 23,237 77,494 11,624 159,667 23,950

Administrative and General Expenses

5605-Executive Salaries and Expenses 228,724 34,309 350,871 52,631 313,443 47,016 327,398 49,110

5610-Management Salaries and Expenses 243,200 36,480 391,994 58,799 393,151 58,973 403,669 60,550

5615-General Administrative Salaries and Expenses 318,686 47,803 286,255 42,938 273,349 41,002 283,123 42,468

5620-Office Supplies and Expenses 0 0 0 0 0 0 0 0

5625-Administrative Expense Transferred Credit (166,039) (24,906) (153,081) (22,962) (194,884) (29,233) (215,178) (32,277)

5630-Outside Services Employed 204,046 30,607 145,522 21,828 135,000 20,250 146,700 22,005

5635-Property Insurance 0 0 0 0 0 0 0 0

5640-Injuries and Damages 0 0 0 0 0 0 0 0

5645-Employee Pensions and Benefits 115,191 17,279 112,687 16,903 111,064 16,660 117,300 17,595

5655-Regulatory Expenses 86,738 13,011 43,837 6,576 45,800 6,870 66,500 9,975

5660-General Advertising Expenses 0 0 0 0 0 0 0 0

5665-Miscellaneous General Expenses 90,965 13,645 91,966 13,795 102,054 15,308 108,070 16,211

5675-Maintenance of General Plant 0 0 0 0 0 0 0 0

5680-Electrical Safety Authority Fees 7,962 1,194 8,007 1,201 8,023 1,203 8,263 1,239

Sub-Total 1,129,472 169,421 1,278,057 191,709 1,187,000 178,050 1,245,845 186,877

Property Taxes

6215 - Penalties 4,519 678 0 0 0 0 0 0

Sub-Total 4,519 678 0 0 0 0 0 0

Cost of Power

4705-Power Purchased 28,223,374 4,233,506 27,227,508 4,084,126 28,515,278 4,277,292 29,451,014 4,417,652

4708-Charges-WMS 3,036,517 455,477 3,065,951 459,893 3,072,362 460,854 3,080,760 462,114

4710-Cost of Power Adjustments 0 0 1,104 166 0 0 0 0

4714-Charges-NW 2,522,838 378,426 2,617,761 392,664 2,416,581 362,487 2,335,966 350,395

4716-Charges-CN 2,225,373 333,806 2,255,083 338,263 2,286,404 342,961 2,306,110 345,917

4720-Other Power Expenses 28,408 4,261 (10,965) (1,645) 0 0 0 0

4730-Rural Rate Assistance Expense 0 0 0 0 0 0 0 0

Sub-Total 36,036,509 5,405,476 35,156,442 5,273,466 36,290,625 5,443,594 37,173,850 5,576,078

WORKING CAPITAL ALLOWANCE TOTAL 39,557,593 5,933,639 39,666,753 5,950,013 41,017,457 6,152,619 42,287,786 6,343,1684
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VARIANCE ANALYSIS – WORKING CAPITAL:1

Welland Hydro’s materiality threshold for changes in working capital allowance is $194,040.2

For 2007 Actual, 2008 Bridge, and 2009 Test there are no changes in individual accounts which3

exceed the materiality threshold. As a result, no explanation of the increases is required.4

However, the majority of the increase in the working capital/working capital allowance in each5

of the 2008 Bridge Year ($1,350,704 / $202,606) and 2009 Test Year ($1,270,329 / $190,549) is6

related to account 4705-Power Purchased. There was very little change in the working7

capital/working capital allowance in 2007 ($109,160 / $16,374). These numbers are obtained8

from Table 3 in Exhibit 2, Tab 1, and Schedule 2.9

The working capital allowance for 2006 Actual compared to the 2006 Board Approved10

increased by $506,588 as a result of an increase in total working capital of $3,377,521. The11

increase represents a change over a two year period from 2004 to 2006. The variance is again12

related to Power Supply Expenses. The 2006 Board Approved Power Supply Expenses of13

$32,126,282 increased to $36,036,509 for Actual 2006. The total increase of $3,910,22714

accounts for $586,534 (15%) in the change in working capital allowance. As a result, no further15

analysis is required.16
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OVERVIEW OF OPERATING REVENUE:1

This Exhibit provides the details of Welland Hydro’s operating revenue for the 2006 Board2

Approved, 2006 Actual, 2007 Actual, 2008 Bridge Year and the 2009 Test Year. This Exhibit3

also provides a detailed variance analysis by rate class of the operating revenue components.4

Distribution revenues for the 2008 Bridge year and 2009 test year have been calculated using the5

rates approved in the OEB’s 2008 Decision and Order for EB-2007-0855, dated March 18, 2008.6

Distribution revenue does not include revenue from commodity sales.7

A summary of operating revenues is presented in Exhibit 3, Tab 1, and Schedule 2.8

Throughput Revenue:9

Information related to Welland Hydro’s throughput revenue includes details such as weather10

normalized forecasting methodology, normalized volume and customer count forecast tables.11

Detailed variance analysis on the forecast information is also provided. Detailed information12

relating to throughput revenue is set out in the Schedules contained in Exhibit 3, Tab 2.13

Other Revenue:14

Other revenues include (for example) Late Payment Charges, Miscellaneous Service Revenues15

and Retail Services Revenues. A summary of these operating revenues together with a16

materiality analysis of variances is presented in Exhibit 3, Tab 3, Schedules 1 and 2.17

Revenue Sharing:18

As noted in Exhibit 3, Tab 4, Schedule 1, Welland Hydro does not have a revenue sharing19

practice in place.20
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WELLAND HYDRO ELECTRIC SYSTEM CORP
SUMMARY OF OPERATING REVENUE TABLE 1
REVISED TO REFLECT 2007 PILS DECISION

2006 2006 Variance 2007 Variance 2008 Variance 2009 Variance

Board Full Yr from 2006 Full Yr from 2006 Bridge Yr from 2007 Test Yr from 2008
Approved Actual Board Approved Actual Actual Current Rates Actual Current Rates Actual

($) ($) ($) ($) ($) ($) ($) ($) ($)

Distribution Services Revenue-Monthly

Residential 2,933,950 2,736,531 -197,419 2,889,520 152,989 3,037,723 148,203 3,063,071 25,348
General Service Less Than 50 kw 375,463 382,789 7,326 381,863 -926 389,104 7,241 389,104 0
General Service 50 to 4999 kw 474,512 440,493 -34,019 416,596 -23,897 412,029 -4,567 412,029 0

Large Use 379,847 349,185 -30,662 285,374 -63,811 383,265 97,891 383,265 0
Unmetered Scattered Load* 28,701 0 -28,701 14,697 14,697 24,702 10,005 24,236 -466
Sentinel Lighting 3,157 2,746 -411 2,833 87 3,154 321 3,115 -39
Street Lighting 14,308 12,909 -1,399 13,449 540 14,366 917 14,422 56

Total Distribution Revenue Monthly 4,209,938 3,924,653 -285,285 4,004,332 79,679 4,264,343 260,011 4,289,242 24,899

Distribution Services Revenue-Volumetric

Residential 1,984,137 1,899,135 -85,002 2,001,363 102,228 2,154,181 152,818 2,170,996 16,815
General Service Less Than 50 kw 304,260 311,182 6,922 320,337 9,155 366,084 45,747 366,084 0
General Service 50 to 4999 kw 338,952 294,461 -44,491 362,439 67,978 316,565 -45,874 316,565 0
Large Use 201,595 183,148 -18,447 170,800 -12,348 215,889 45,089 215,889 0
Unmetered Scattered Load* 8,271 0 -8,271 5,779 5,779 7,328 1,549 7,188 -140
Sentinel Lighting 1,793 2,208 415 2,066 -142 2,159 93 2,133 -26
Street Lighting 9,849 9,067 -782 9,488 421 10,155 667 10,196 41

Total Distribution Revenue Volumetric 2,848,857 2,699,201 -149,656 2,872,272 173,071 3,072,361 200,089 3,089,051 16,690

CDM Revenue 0 -91,969 -91,969 598,714 690,683 0 -598,714 0 0
SSA Administrative Revenue 83,845 74,486 -9,359 73,386 -1,100 72,249 -1,137 72,780 531
Transformer Allowance-General Service 50 to 4999 kW -130,446 -121,987 8,459 -139,597 -17,610 -104,868 34,729 -104,868 0
Transformer Allowance-Large Use -172,141 -173,771 -1,630 -153,956 19,815 -180,333 -26,377 -180,333 0

Total Distribution Services Revenue 6,840,053 6,310,613 -529,440 7,255,151 944,538 7,123,752 -131,399 7,165,872 42,120

Retail Services Revenue 31,074 32,680 1,606 46,970 14,290 35,174 -11,796 35,174 0
Service Transaction Requests 331 1,901 1,570 2,060 159 2,040 -20 2,040 0

Total Distribution Revenue 6,871,458 6,345,194 -526,264 7,304,181 958,987 7,160,966 -143,215 7,203,086 42,120

Other Income & Reveune 691,540 835,856 144,316 856,451 20,595 589,456 -266,995 546,356 -43,100

Total Service Revenue 7,562,998 7,181,050 -381,948 8,160,632 979,582 7,750,422 -410,210 7,749,442 -980

* Unmetered Scattered Load Revenues were charged to the same general ledger account as GS<50 until May, 2007
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VARIANCE ANALYSIS ON OPERATING REVENUE:1

Welland Hydro’s distribution revenue for 2008 Bridge Year and 2009 Test Year has been2

calculated using its most recently approved rates. In particular, delivery rates are based on the3

EB-2007-0855 Rate Order, dated March 18, 2008. As noted above, distribution revenue does not4

include commodity-related revenue. In addition, 2006 and 2007 distribution revenues have been5

affected by the accounting treatment of Third-Tranche CDM activities. A total amount of6

$694,106 was approved for spending by Welland Hydro on Conservation and Demand related7

expenses. Revenues were deferred until actual expenses were incurred. A summary of the8

accounting is as follows:9

2005 YR 2006YR 2007YR TOTAL10

Deferred Revenue ($506,745) ($187,361) - ($694,106)11

Actual Expenditures - 95,392 598,714 694,10612

CDM Revenue ($506,745) ($ 91,969) $598,714 $013

All expenses were incurred prior to September 1, 2007 and Welland Hydro has not requested any14

subsequent CDM Revenues. The treatment of Third-Tranche CDM activities is strictly an15

accounting issue and has no effect on 2008 Bridge Year or 2009 Test Year distribution revenues16

or Revenue deficiency calculations.17

VARIANCE ANALYSIS BY YEAR:18

2006 Board Approved:19

Welland Hydro’s 2006 Board Approved operating revenue was forecast to be $7,562,998 as20

shown in Exhibit 3, Tab 1, Schedule 2. Distribution revenue totaled $6,871,458 or 90.9% of total21

revenues. Other operating revenues account for the remaining $691,540. The original 2006 EDR22

Board Approved rates have been revised to reflect an interim rate order effective October 1, 200723

(EB-2007-0663) to adjust rates for PILs resulting from the elimination of loss carry forwards. As24
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a result of the decision, Distribution Revenues were increased by $353,832 per year. The new1

rates are being charged to customers effective February 1, 2008. Deferral account 1574 has been2

set up to record increased revenues from October 1, 2007 through February 1, 2008 for3

disposition at a later date.4

2006 Actual:5

Welland Hydro’s operating revenue in fiscal 2006 was $7,181,050, as shown in Exhibit 3, Tab 1,6

Schedule 2. Distribution revenue totaled $6,345,194 or 88.4% of total revenues. Other operating7

revenues account for the remaining $835,856.8

Comparison to 2006 Board Approved:9

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue was $381,948 lower than10

the 2006 Board Approved levels, or $289,979 lower when adjusted for CDM revenues. This11

difference results from two major issues. The first was that original 2006 EDR rates did not take12

effect until May 1, 2006 resulting in only 8 months of comparable distribution revenues. The13

second is that increased rates for PILs were not in effect until October 1, 2007 but the 200614

Board Approved numbers have been revised to include the increase in PILs. During 2006,15

Welland Hydro was sharing loss carry forwards with customers which were the result of timing16

differences from Regulatory Assets.17

These decreases to Distribution Revenue were partially offset by increases in Other Income18

(Capital Gain, Scrap Metal Sales) and Investment Income (Interest Income).19

2007 Actual:20

Welland Hydro’s operating revenue in fiscal 2007 was $8,160,632 as shown in Exhibit 3, Tab 1,21

Schedule 2. Distribution revenue totaled $7,304,181 or 89.5% of total revenues. Other operating22

revenues accounts for the remaining $856,451.23

24
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Comparison to 2006 Actual:1

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue was $979,582 higher than2

the 2006 Actual amounts. This amount is reduced to $288,899 higher when adjusted for CDM3

revenues. The increase in revenues in 2007 compared to 2006 is mainly due to having 124

months of 2006 EDR rates in 2007 versus 8 months in 2006. However, during 2007 Welland5

Hydro experienced some shifting of customers within classes which has had a material negative6

impact on Distribution Revenues. The number of large users decreased from 3 to 2 and there7

was also a shift from General Service 50 to 4999kW to General Service less than 50kW.8

Increased revenues from October to December relating to the interim PILs rate order were not9

included in revenues in 2007 as the amounts to be accrued were not known until after year end.10

Other Income and Revenue for 2007 was comparable to 2006 as a result of a capital gain on the11

sale of stock obtained from the demutualization of Sun Life Insurance.12

2008 Bridge Year:13

Welland Hydro’s operating revenue is forecast to be $7,750,422 in fiscal 2008, as shown in14

Exhibit 3, Tab 1, Schedule 2. Distribution revenue totals $7,160,966 or 92.4% of total revenues.15

Other operating revenues accounts for the remaining $589,456.16

Comparison to 2007 Actual:17

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue is expected to be $410,21018

lower than 2007 actual amounts. However, this amount is revised to an $188,504 increase when19

adjusted for CDM revenues. The increase is due mainly to two reasons. The first is 200820

revenues reflect the increase in rates as approved in the PILs interim rate order. The second is a21

change in the number of large users from 2 back to 3. Welland Hydro has two large volume22

customers which border the 5000kW demand line between Large User and General Service.23

There is currently a substantial difference in the Distribution Revenues between the two classes.24

The difference in Distribution Revenues has been partially addressed in this Application through25

cost allocation and rate design. However, Welland Hydro remains concerned about the potential26
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loss of one or more of its Large Use customers in the future and the resulting effects on total1

distribution revenues. Actual revenues in 2007 (8 months) and 2008 (4 months) were negatively2

impacted by the reclassification of a Large Use account. There is also significant increased3

exposure to pass through cost of power and retail transmission charges associated with large4

volume customers.5

During 2008, forecasted Other Income and Revenues decrease by $266,995 compared to 2007.6

This is the result of reduced capital gains revenue ($109,985) and reduced interest income7

resulting from reduced interest rates and lower cash balances. The forecasted Other Income and8

Revenue for 2008 falls $102,084 below levels approved in the 2006 EDR. This will impact rates9

in 2009.10

2009 Test Year:11

Welland Hydro’s operating revenue is forecast to be $7,749,442 in fiscal 2009, as shown in12

Exhibit 3, Tab 1, Schedule 2. Distribution revenue totals $7,203,086 or 92.9% of total revenues.13

Other operating revenues account for the remaining $546,356.14

Comparison to 2008 Bridge Year:15

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue is expected to be $98016

below the Bridge Year level in fiscal 2008. Increases in residential customer accounts and usage17

are more than offset by reductions in Interest Income as cash balances decrease due to capital18

spending above depreciation levels and the forecasted operating loss in 2009.19
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WEATHER NORMALIZED FORECASTING METHODOLOGY:1

This exhibit discusses the methodology used to determine Welland Hydro’s customer and load2

forecasts. Welland Hydro has provided projections for the number of customers in each3

customer class for both the 2008 Bridge Year and the 2009 Test Year. Historical data for the4

annual number of customers in each rate class is presented for 2002 through to 2007 in Exhibit 3,5

Tab 2, Schedule 2.6

Welland Hydro contracted with Hydro One to prepare weather normalized data as part of its Cost7

Allocation filing in 2007. The Hydro One model takes into consideration thirty years of weather8

related data and translates this into current year normalized data as an annual consumption per9

customer. The Hydro One model normalized Welland Hydro’s actual wholesale data for 2004.10

By using the latest Hydro One forecast that is specific to Welland Hydro, the 2004 weather11

normalized data has been used to forecast the required information for the 2008 Bridge Year and12

2009 Test Year for the Residential Class. The process to obtain the weather normal data was an13

intensive effort for all parties involved, and Welland Hydro is making use of this opportunity to14

leverage the value of that work by using it for this Application. Welland Hydro submits that15

three additional years of actual data, being 2005, 2006, and 2007 would not have a significant16

impact on the existing normalized data from 2004, as the Hydro One forecast takes into17

consideration 31 years of historical data for Welland Hydro.18

As a result of significant customer reclassifications in 2007 (Large Use/GS 50 to19

4999kW/GS<50kW) the use of weather normalized data to project load forecasts has been20

restricted to the Residential Class. Volume forecasts for GS<50kW, GS 50 to 4,999kW, and21

Large Use have been based on 2007 levels revised for customer reclassifications. The 200722

actual volumes have been adjusted as if the changes in customer classes which actually took23

place May 1, 2007 had taken place January 1, 2007. They have also been adjusted to reflect a24

major change in a customer classification which took place on May 1, 2008 in which a GS 50 to25

4,999kW customer is moving back to Large Use.26
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A summary of the changes is as follows:1

Customer # Customers Class Change Additions/ Class Change # Customers
Class 2007 2007 (Reductions) 2008 2008

GS<50 1668 30 -3 0 1695
GS>50 209 -29 0 -1 179
Large Use 3 -1 0 1 3

Resulting Volume Adjustments

Class/Change Year Customers kW kWh

GS<50 kW to GS>50 kW 2007 -6 -2,289 -751,648
GS<50 kW from GS>50 kW 2007 36 6,362 2,131,231
Total GS<50 30 4,073 1,379,583

GS>50 kW from GS<50kW 2007 6 2,289 751,648
GS>50 kW to GS<50kW 2007 -36 -6,362 -2,131,231
GS>50 kW from Large Use 2007 1 18,092 6,048,753
GS>50 kW to Large Use 2008 -1 -62,054 -31,530,754
Total GS 50 to 4,999 kW -30 -48,035 -26,861,584

Large Use to GS>50 kW 2007 -1 -18,092 -6,048,753
Large Use from GS>50 kW 2008 1 62,054 31,530,754
Total Large Use 0 43,962 25,482,001

Grand Total All Three Classes 0 0 02

Given the magnitude of changes the use of weather normalized data for these classes could3

provide inaccurate results. This is further complicated by the fact that although the number of4

Large Use customers in 2006 (3) remained at the same level as the previous year there was a5

switch of customers between classes effective May 1, 2006. The two customers involved have6

significantly different load profiles. As a result, Welland Hydro feels the best method to forecast7

volume for the 2008 Bridge and 2009 Test Year for these three classes is to use 2007 volumes8

adjusted for changes in customer classifications.9

Unmetered Scattered Load, Sentinel Lights, and Street Lights are not subject to weather10

normalization. Volume levels for these customer classifications are based on past average11

consumption multiplied by the forecasted number of customers.12
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Given the slow growth and consistent trend in customer numbers in Welland Hydro’s service1

territory over the past five years, Welland Hydro expects that the resulting customer load2

forecasts are likely not materially different than what would result from using more sophisticated3

techniques. Historical and forecast volumes, by class, are displayed in Exhibit 3, Tab 2,4

Schedule 2.5

As required by the OEB’s Filing Requirements, Welland Hydro is providing normalized6

historical and forecast (Bridge Year and Test Year) throughput data. Weather normalization7

(where required) is based on normalized average use per customer (“NAC”) calculated from the8

weather-normalized throughput of the utility from 2004.9

Welland Hydro is aware that intervenors in Hydro One’s 2008 and 2009 Transmission Revenue10

Requirement proceeding (OEB File No. EB-2006-0501) raised concerns regarding the accuracy11

of Hydro One’s weather normalization methodology. However, the OEB acknowledged (at p.8712

of its August 16, 2008 Decision with Reasons) “that Hydro One’s weather-normalization method13

has been applied consistently over the years and is similar to the methods used by most North14

American utilities. The Board accepts Hydro One’s weather-normal peak load forecast for 200815

and 2009 (before the effects of CDM).”16

After identifying certain concerns with respect to global climate change and an apparent increase17

in “extreme weather events” in recent years, and with respect to the need for an explanation of18

inconsistencies between Hydro One’s forecasts and those of the IESO, the OEB held (at p.88 of19

the Decision with Reasons):20

“Given the concerns set out in the two preceding paragraphs, the Board directs Hydro One to21
prepare, and to submit to the Board prior to the Company’s next transmission rates case, a study22
of evolving weather-normalization practices of utilities and other relevant entities. The study23
should include a recommendation, with supporting rationale, for either retaining the current24
methodology or making modifications. As noted by Hydro One’s counsel in final argument, the25
Board’s current three-year business plan includes an initiative to review weather normalization26
methodologies. That project, which has not yet been fully defined, is intended to deal27
specifically with the practices of gas distributors. As such, it is not a substitute for the study that28
the Board is directing Hydro One to undertake.29
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The Board also directs Hydro One to submit a detailed comparison of its forecasting1
methodology and assumptions with those used by the IESO in its monthly peak load forecasts2
before its next rates case. That report should, to the extent possible, identify the reasons for3
significant differences in the two forecasts in recent years.”4

Welland Hydro submits that pending the outcome of any such studies and any changes to the5

Hydro One methodology that may flow from it, Welland Hydro has acted prudently in engaging6

Hydro One to prepare Welland Hydro’s weather normalized data for the cost allocation7

information filing using the current Hydro One methodology and in turn has used the weather8

normalized data from the cost allocation filing for this application.9
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ECONOMIC AND FORECAST ASSUMPTIONS:1

Customer/Connection Forecast:2

Table 2 below presents historical and forecast customer/connection numbers, by class, for3

Welland Hydro. Annual percentage change is presented for all customer classifications.4

TABLE 25
CUSTOMER/CONNECTION BY CLASS6

2002 2003 2004 2005 2006 2007 2008 2009
Residential 18768 19007 19142 19290 19399 19512 19664 19818

Per cent chg 1.3% 0.7% 0.8% 0.6% 0.6% 0.8% 0.8%
GS<50 kW 1747 1672 1650 1667 1668 1695 1695 1695
Per cent chg (4.3%) (1.3%) 1.0% 0.0% 1.6% 0.0% 0.0%
GS 50 to 4999kW 230 236 208 209 209 180 179 179
Percent chg 2.6% (11.9%) 0.5% 0.0% (13.9%) (0.6%) 0.0%
Large Use 2 3 3 3 3 2 3 3
Percent chg 50.0% 0.0% 0.0% 0.0% (33.3%) 50.0% 0.0%
USL 238 237 243 234 224 216 212 208
Percent chg (0.4%) 2.5% (3.7%) (4.3%) (3.6%) (1.9%) (1.9%)
Sentinel Lighting 785 784 728 773 747 739 730 721
Percent chg (0.1%) (7.1%) 6.2% (3.4%) (1.1%) (1.2%) (1.2%)
Street Lighting 6493 6537 6495 6572 6581 6624 6651 6677
Percent chg 0.7% (0.6%) 1.2% 0.1% 0.7% 0.4% 0.4%
Total Cust/Conn 28263 28476 28469 28748 28831 28968 29134 29301
Percent chg 0.8% (0.0%) 1.0% 0.3% 0.5% 0.6% 0.6%

For the Residential, Unmetered Scattered Load (“USL”), Sentinel Lighting, and Street Lighting7

customer classes, the 2008 and 2009 customer/connection numbers are forecast based on the8

average growth rate for the period from 2003 to 2007.9

No change has been made to the number of customers in GS<50kW, GS 50 to 4999kW, and10

Large Use classes for 2008 and 2009 with the exception of one account which is moving from11

GS 50 to 4999kW to Large Use effective May 1, 2008. In 2007 there was significant movement12

from the GS 50 to 4999kW classification to the GS<50 classification. However, the total13

number of customers across these three classifications has actually decreased since 2002. They14
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totaled 1,979 customers in 2002 and have steadily decreased to the current level of 1,877 in1

2007. Welland Hydro feels it is appropriate to leave customer levels in these classes at current2

levels and to exclude any growth or reductions. Volumes in each class in 2008 and 2009 will be3

adjusted to reflect full year changes in customer classifications.4

Customer numbers for Sentinel Lighting, and USL classes have had a steady decrease since 20025

and this trend is expected to continue in 2008 and 2009.6

Load Forecast:7

Weather sensitive Residential load is calculated by using retail normalized average use per8

customer (“retail NAC”). This is calculated by dividing the class weather normal retail kWh for9

2004 by the number of customers in class in 2004. Class weather normal retail kWh for 2004 is10

determined by dividing the class weather normal wholesale kWh for 2004 reported in the Hydro11

One weather normalization analysis by the class loss factor. The class loss factor is calculated for12

2004 by dividing the class weather actual wholesale consumption for 2004 (Hydro One file) by13

the class weather actual retail consumption (utility data). Weather sensitive class weather actual14

wholesale and retail kWh and associated loss factors are reported below.15

2004 WEATHER ACTUAL KWH AND LOSS FACTORS FOR16
WEATHER SENSITIVE LOAD17

Class Weather Actual
Wholesale kWh

Weather Actual
Retail kWh

Loss Factor

Residential 164,356,707 158,515,644 1.037

Weather sensitive class wholesale weather normal kWh, number of customers, and retail NAC18

for 2004 are reported below.19

20
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2004 WEATHER NORMAL WHOLESALE KWH, NUMBER OF1
CUSTOMERS AND RETAIL NAC2

Class Weather Normal
Wholesale kWh

(2004)
(A)

Customer
Connections

(2004)
(B)

Retail NAC
(C)=(A)/(Loss

Factor)/(B)
Residential 167,248,797 19,142 8,427

Annual kWh for Residential weather sensitive load for the Bridge and Test Years are calculated3

by multiplying retail NAC by forecast number of customers. The result is a 1.4% increase in the4

annual usage per Residential customer. Given the current culture of conservation this may be an5

overly optimistic increase. However, to be conservative in its approach to 2009 rates, Welland6

Hydro will not adjust the weather normalized figure for total Residential load forecasting.7

As previously stated, the number of customers across the GS<50kW, GS 50 to 4,999kW, and8

Large Use classifications has decreased steadily since 2002. In addition, there were significant9

changes to customer classifications as a result of decreased demand of over 40 customers which10

represents over 20% of the customer base. Welland Hydro is of the opinion that the best way to11

forecast load for these classifications is to leave the number of customers at 2007 levels and to12

adjust 2007 actual volumes for the full year impact of the changes in customer classifications. In13

other words, adjust volume levels by classifications as if the changes to classifications made May14

1, 2007 and May 1, 2008 had taken place January 1, 2007. The volume levels would then be15

used for 2008 and 2009 with no expected increase in load. This results in increases to GS<50kW16

and Large Use with a corresponding decrease in GS 50 to 4,999kW.17

Consumption for USL, Sentinel Lighting, and Street Lighting are not weather sensitive. For18

these classes an average usage for each customer classification from 2002 to 2007 is determined.19

Annual class kWh for the 2008 Bridge Year and 2009 Test Year is forecasted by multiplying the20

average usage per customer by the forecast number of connections in each class.21
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Class kW for Sentinel Lighting and Street Lighting for the Bridge and Test years are calculated1

by applying the average relationship of kW to kWh from 2002 to 2007 to the forecasted2

consumption for the Bridge and Test years.3

Table 3 below summarizes the results of Welland Hydro’s Customer and Load Forecasts.4

5
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TABLE 31

SUMMARY OF WELLAND HYDRO2
CUSTOMER AND LOAD FORECAST3

Historical
Board

Approved
Historical

Actual

Historical
Actual

Normalized
Historical

Actual

Historical
Actual

Normalized
Bridge Year
- Estimated

Bridge Year
Forecast

Normalized

Test Year
Normalized

Forecast

Year 2004 2006 2006 2007 2007 2008 2008 2009

Residential # 19,142 19,399 19,399 19,512 19,512 19,664 19,664 19,818

kWh 158,515,644 160,436,606 163,470,628 162,194,309 164,422,852 163,460,330 165,706,267 166,999,701

GS < 50 kW # 1,650 1,668 1.668 1,695 1,695 1,695 1,695 1,695

kWh 49,218,700 50,499,927 50,499,927 53,259,754 53,259,754 54,639,337 54,639,337 54,639,337

GS > 50 kW # 208 209 209 180 180 179 179 179

kWh 146,428,658 149,058,851 149,058,851 162,260,470 162,260,470 135,398,886 135,398,886 135,398,886

kW 419,308 411,399 411,399 441,430 441,430 393,395 393,395 393,395

Large Use # 3 3 3 2 2 3 3 3

kWh 122,885,824 106,279,181 106,279,181 85,814,110 85,814,110 111,296,111 111,296,111 111,296,111

kW 286,901 289,619 289,619 256,593 256,593 300,555 300,555 300,555

USL # 243 224 224 216 216 212 212 208

kWh 1,196,517 1,220,558 1,220,558 1,170,025 1,170,025 1,147,547 1,093,788 1,072,774

Sentinel # 728 747 747 739 739 730 730 721

Lights kWh 1,020,158 1,026,925 1,026,925 1,110,764 1,110,764 1,097,430 1,111,656 1,098,311

kW 2,697 2,742 2,742 2,711 2,711 2,589 2,623 2,592

Street # 6,495 6,581 6,581 6,624 6,624 6,651 6,651 6,677

Lights kWh 4,669,826 4,685,215 4,685,215 4,688,349 4,688,349 4,707,116 4,703,951 4,722,781

Total

kW

# kWh

12,988

483,935,327

13,084

473,207,263

13,084

476,241,285

13,086

470,497,781

13,086

472,726,324

13,218

471,746,757

13,209

473,949,996

13,262

475,227,901

4
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VOLUME FORECAST TABLE:1

The following Table 4 sets out Welland Hydro’s volume forecasts for 2006 Board Approved, 2006 Actual, 2007 Actual, the 2008 Bridge Year2
and the 2009 Test Year, together with corresponding variances.3

Table 4 – Volume Forecast Table4

2006 Board
Approved

2006 Board
Approved 2006 Actual 2006 Actual

Variance
from 2006

Board
Approved 2007 Actual 2007 Actual

Variance
from 2006

Actual 2008 Bridge 2008 Bridge

Variance
from 2007

Actual 2009 Test 2009 Test

Variance
from 2008

Actual

(kWh) (kW) (kWh) (kW) (kWh) (kW) (kWh) (kW) (kWh) (kW)

Rate Classes

Residential 158,515,644 160,436,606 1,920,962 162,194,309 1,758,303 165,706,267 3,511,958 166,999,701 1,293,434

GS<50 49,218,700 50,499,927 1,281,227 53,259,754 2,759,827 54,639,337 1,379,583 54,639,337 0

GS>50-Regular 419,308 411,399 (7,909) 441,430 30,031 393,395 (48,035) 393,395 0

Large Use 286,901 289,619 2,718 256,593 (33,026) 300,555 43,962 300,555 0

Street Light 12,988 13,084 96 13,086 2 13,209 123 13,262 53

Sentinel 2,697 2,742 45 2,711 (31) 2,623 (88) 2,592 (31)

Unmetered
Scattered Load 1,196,517 1,220,558 24,041 1,170,025 (50,533) 1,093,788 (76,237) 1,072,774 (21,014)

5
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VARIANCE ANALYSIS ON VOLUME FORECAST:1

2006 Board Approved vs. 2006 Actual2

The most recent Historical Board Approved values (2006 Board Approved) are from 2004. The3

percentage variations between the 2006 Board Approved and 2006 Actual volumes by class are4

presented in the following table.5

Residential-kWh 1.2%
GS < 50 kW-kWh 2.6%
GS > 50 kW-kW (1.9%)
Large Use–kW 0.9%
Street Light-kW 0.7%
Sentinel Light-kW 1.7%
USL-kWh 2.0%

The growth over this period appears normal for Residential and Street Lights. There continue to6

be variations between the GS<50kW and the GS 50 to 4,999 kW as customers change7

classifications. The growth in the Large Use classification is related to two customers switching8

classifications on May 1, 2006. Although the number of Large Use customers remained at three,9

one customer from Large Use moved down to GS 50 to 4,999 kW and one customer from GS 5010

to 4,999 kW moved up to Large Use. The two customers have significantly different load11

profiles. Increases in Sentinel Light and USL are followed by decreases in the following year.12

2006 Actual vs. 2007 Actual13

The percentage variations between the 2007 and 2006 actual volumes by class are presented in14

the following table.15

Residential-kWh 1.1%
GS < 50 kW-kWh 5.5%
GS > 50 kW-kW 7.3%
Large Use – kW (11.4%)
Street Light-kW 0.0%
Sentinel Light-kW (1.1%)
USL-kWh (4.1%)
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The growth over this period appears normal for Residential. Significant variations continue1

between GS<50kW and the GS 50 to 4,999kW classifications and now include a variation2

between Large Use and GS 50 to 4,999kW. A customer previously increased from GS 50 to3

4,999 kW to Large Use effective May 1, 2006 moved back to its original classification effective4

May 1, 2007. In addition, 6 customers switched classifications from GS<50kW up to GS 50 to5

4,999kW and 36 customers moved from GS 50 to 4,999kW to GS<50kW. Decreases in Sentinel6

Lights and USL reflect the trend of reductions in numbers of customers over the past few years.7

2007 Actual vs. 2008 Bridge Year – Normalized8

The percentage variations between the 2008 normalized and 2007 actual volumes by class are9

presented in the following table.10

Residential-kWh 2.2%
GS < 50 kW-kWh 2.6%
GS > 50 kW-kW (10.9%)
Large Use-kW 17.1%
Street Light-kW 0.9%
Sentinel Light-kW (3.2%)
USL-kWh (6.5%)

The growth over this period appears high for Residential compared to the actual growth over the11

previous two years due to weather normalization. Growth for Street Lights appears to be normal.12

Significant offsetting changes in the other three classes are the result of annualising volumes13

resulting from customer classification changes effective May 1, 2007. One additional customer14

class change has been included in the 2008 Bridge Year volumes. A customer who had moved15

from Large Use to GS 50 to 4,999 kW effective May 1, 2006 returned to Large Use effective16

May 1, 2008. It is difficult to forecast which customer classification two of Welland Hydro’s17

customers will be in as they border 5000 kW demand. They are both industrial companies18

involved in the volatile North American automotive parts market. Reductions in Sentinel Lights19

and USL reflect decreases in the number of customers.20

21
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2008 Bridge Year – Normalized vs. 2009 Test Year1

The percentage variations between the 2008 normalized and 2009 forecast volumes by class are2

presented in the following table.3

Residential-kWh 0.8%
GS < 50 kW-kWh 0.0%
GS > 50 kW-kW 0.0%
Large Use-kW 0.0%
Street Light-kW 0.4%
Sentinel Light-kW (1.2%)
USL-kWh (1.9%)

The growth over this period appears normal for Residential and Street Light classifications. No4

growth was forecast for GS<50kW, GS 50 to 4,999 kW, and Large Use due to the significant5

changes in classifications over the past two years. The number of combined customers for these6

three categories has actually decreased from 1,979 in 2002 to 1,877 at the end of 2007. Negative7

growth in Sentinel Lights and USL reflects the downward trend in the number of customers8

within these customer classifications.9
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CUSTOMER COUNT FORECAST TABLE:1

The following Table 5 sets out Welland Hydro’s customer counts for 2006 Board Approved,2

2006 Actual, 2007 Actual, the 2008 Bridge Year and the 2009 Test Year, together with3

corresponding variances.4

Table 5 – Customer Forecast Table5

2006
Board

Approved
2006

Actual

Variance
from 2006

Board
Approved

2007
Actual

Variance
from 2006

Actual
2008

Bridge

Variance
from 2007

Actual
2009
Test

Variance
from 2009

Actual

Residential 19,142 19,399 257 19,512 113 19,664 152 19,818 154

GS<50 1,650 1,668 18 1,695 27 1,695 0 1,695 0

GS 50 to 4,999 208 209 1 180 (29) 179 (1) 179 0

Large Use 3 3 0 2 (1) 3 1 3 0

Street Light 6,495 6,581 86 6,624 43 6,651 27 6,677 26

Sentinel 728 747 19 739 (8) 730 (9) 721 (9)

USL 243 224 (19) 216 (8) 212 (4) 208 (4)

Total 28,469 28,831 362 28,968 137 29,134 166 29,301 167

6
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VARIANCE ANALYSIS ON CUSTOMER COUNT FORECAST:1

2006 Historical Board Approved vs. 2006 Actual2

The most recent Historical Board Approved values are from 2004. The percentage variations3

between the 2004 Board approved and 2006 customer counts by class are presented in the4

following table.5

Residential 1.3%
GS < 50 kW 1.1%
GS 50 to 4,999 kW 0.5%
Large Use 0.0%
Street Light 1.3%
Sentinel Light 2.6%
USL (7.8%)

The customer growth over this period appears normal for Residential and Street Light6

classifications with no change to the number of Large Use customers. Growth in GS<50 kW,7

GS 50 to 4,999 kW and Sentinel Lights offset losses in the previous years. Actual numbers in8

each of these three categories remain below 2002 levels. The reduction in USL reflects the9

downward trend in this classification and is below 2002 levels.10

2006 Actual vs. 2007 Actual11

The percentage variations between the 2006 Actual and 2007 Actual customer counts by class12

are presented in the following table.13

Residential 0.6%
GS < 50 kW 1.6%
GS 50 to 4,999 kW (13.9%)
Large Use (50.0%)
Street Light 0.7%
Sentinel Light (1.1%)
USL (3.6%)

14
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The customer growth over this period appears normal for Residential and Street Light1

classifications. Changes to GS<50 kW, GS 50 to 4,999 kW, and Large Use represent changes2

from class to class effective May 1, 2007. Movements within each classification were as3

follows:4

GS<50kW 1,668 - 6 (to GS>50) + 36 (from GS>50) – 3 (Reduction) = 1,6955

GS>50kW 209 +6 (from GS<50) +1 (from Large Use) -36 (to GS<50) = 1806

Large Use 3 -1 (to GS>50) = 27

2007 Actual vs. 2008 Bridge Year8

The percentage variations between the 2007 Actual and 2008 Bridge Year forecast customer9

counts by class are presented in the following table.10

Residential 0.8%
GS < 50 kW 0.0%
GS 50 to 4,999 kW (0.6%)
Large Use 50.0%
Street Light 0.4%
Sentinel Light (1.2%)
USL (1.9%)

The customer growth over this period for Residential, Street Light, Sentinel Light, and USL11

represents the average growth/reduction over the past six years within each classification. No12

growth is forecast for GS<50 kW despite the loss of 3 existing customers within this13

classification in 2007. The reclassification of one account effective May 1, 2008 accounts for14

the changes in the GS 50 to 4,999 kW and Large Use customer classes.15

16
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2008 Bridge Year vs. 2009 Test Year1

The percentage variations between the 2008 and 2009 forecast customer counts by class are2

presented in the following table.3

Residential 0.8%
GS < 50 kW 0.0%
GS 50 to 4,999 kW 0.0%
Large Use 0.0%
Street Light 0.4%
Sentinel Light (1.2%)
USL (1.9%)

The customer growth over this period for Residential, Street Light, Sentinel Light, and USL4

represent the average growth/reduction over the past six years within each classification. No5

growth is forecast for the other three categories for reasons previously outlined.6
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HISTORICAL AVERAGE CONSUMPTION:1

The following Table 6 sets out historical and average consumption for each of Welland Hydro’s2

customer classes. The adjustments made to GS<50 kW, GS 50 to 4,999 kW, and Large Use3

represent the changes required to annualize the usage for the changes in customer classifications4

effective May 1, 2007 and May 1, 2008.5

Table 6 – Historical Average Consumption6

Residential

Year Kwh # Customers Average Actual % Diff

2002-Actual 156,575,026 18,768 8,343

2003-Actual 156,410,987 19,007 8,229 (1.4%)

2004-Actual 158,515,644 19,142 8,281 0.6%

2005-Actual 170,930,775 19,290 8,861 7.0%

2006-Actual 160,436,606 19,399 8,270 (6.7%)

2007-Actual 162,194,309 19,512 8,313 0.5%

2008-Forecast 163,460,330 19,664 8,313 0.0%

2008-Weather Normalized 165,706,267 19,664 8,426 1.36%

2009-Weather Normalized 166,999,701 19,818 8,426 0.0%

Sentinel Lighting
Year kW # Connections Average Actual % Diff

2002-Actual 2,670 785 3.4

2003-Actual 2,882 784 3.7 8.8%

2004-Actual 2,697 728 3.7 0.0%

2005-Actual 2,703 773 3.5 (5.4%)

2006-Actual 2,742 747 3.7 5.7%

2007-Actual 2,711 739 3.7 0.0%

2008-Forecast 2,623 730 3.6 (2.7%)

2009-Forecast 2,592 721 3.6 0.0%

Street Lights

Year kW # Connections Average Actual % Diff

2002-Actual 12,892 6,493 2.0

2003-Actual 12,976 6,537 2.0 0.0%

2004-Actual 12,988 6,495 2.0 0.0%

2005-Actual 13,039 6,572 2.0 0.0%

2006-Actual 13,084 6,581 2.0 0.0%

2007-Actual 13,086 6,624 2.0 0.0%

2008-Forecast 13,209 6,651 2.0 0.0%

2009-Forecast 13,262 6,677 2.0 0.0%
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Unmetered Scattered Load
Year Kwh # Connections Average Actual % Diff

2002-Actual 1,182,484 238 4,968

2003-Actual 1,209,226 237 5,102 2.7%

2004-Actual 1,196,517 243 4,924 (3.6%)

2005-Actual 1,197,576 234 5,118 3.9%

2006-Actual 1,220,558 224 5,449 6.5%

2007-Actual 1,170,025 216 5,417 (0.6%)

2008-Forecast 1,093,788 212 5,158 (4.8%)

2009-Forecast 1,072,774 208 5,158 0.0%

GS<50

Year Kwh # Customers Average Actual % Diff

2002-Actual 45,520,745 1,747 26,057

2003-Actual 46,736,801 1,672 27,953 7.3%

2004-Actual 49,218,700 1,650 29,830 4.0%

2005-Actual 51,271,439 1,667 30,757 3.1%

2006-Actual 50,499,927 1,668 30,276 (1.6%)

2007-Actual 53,259,754 1,695 31,422 3.8%

2007Annual Class Change Adj. 1,379,583

2008-Forecast 54,639,337 1,695 32,236 2.6%

2009-Forecast 54,639,337 1,695 32,236 0.0%

GS>50-Regular

Year kW Kwh # Customers Average % Diff

2002-Actual 553,897 212,376,737 230 2,408

2003-Actual 449,149 148,237,495 236 1,903 (21.0%)

2004-Actual 419,308 146,428,658 208 2,016 5.9%

2005-Actual 417,939 144,674,425 209 2,000 (0.8%)

2006-Actual 411,399 149,058,851 209 1,968 (1.6%)

2007-Actual 441,430 162,260,470 180 2,452 24.6%

2007Annual Class Change Adj. (4,073) (1,379,583)

2007Annual Class Change Adj. 18,092 6,048,753

2008 Annual Class Change Adj. (62,054) (31,530,754)

2008-Forecast 393,395 135,398,886 179 2,198 10.4%

2009-Forecast 393,395 135,398,886 179 2,198 0.0%

Large Use

Year kW Kwh # Customers Average % Diff

2002-Actual 179,501 66,272,895 2 89,751

2003-Actual 283,328 113,948,260 3 94,443 5.2%

2004-Actual 286,901 122,885,824 3 95,634 1.3%

2005-Actual 296,105 125,172,141 3 98,702 3.2%

2006-Actual 289,619 106,279,181 3 96,540 (2.2%)

2007-Actual 256,593 85,814,110 2 128,297 32.9%

2007Annual Class Change Adj. (18,092) (6,048,753)
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2008 Annual Class Change Adj. 62,054 31,530,754

2008-Forecast 300,555 111,296,111 3 100,185 (21.9%)

2009-Forecast 300,555 111,296,111 3 100,185 0.0%

1
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DISTRIBUTION REVENUE DATA BY CLASS:1

Table 7 – Distribution Revenue By Class2

DISTRIBUTION REVENUE DATA-
MONTHLY & VOLUMETRIC ONLY
TRANSFORMER ALLOWANCE APPLIED

2006 Board Approved

Customers Consumption Distribution Revenues Unit Revenues
(Year-End) (kWh / KW) ($) $/kWh/KW

Residential 19,142 158,515,644 4,918,087 0.0310

GS<50 1,650 49,218,700 679,723 0.0138
GS>50-Regular 208 419,308 683,018 1.6289

Large Use 3 286,901 409,301 1.4266

Street Light 6,495 12,988 24,157 1.8600
Sentinel 728 2,697 4,950 1.8354

Unmetered Scattered Load 243 1,196,517 36,972 0.0309

TOTAL 28,469 6,756,208

2006 Actual

Customers Consumption Distribution Revenues Unit Revenues
(Year-End) (kWh / KW) ($) $/kWh/KW

Residential 19,399 160,436,606 4,635,666 0.0290
GS<50 1,668 50,499,927 693,971 0.0137

GS>50-Regular 209 411,399 612,967 1.4900

Large Use 3 289,619 358,562 1.2380
Street Light 6,581 13,084 21,976 1.6796

Sentinel 747 2,742 4,954 1.8067

Unmetered Scattered Load 224 1,220,558 0* 0

TOTAL 28,831 6,328,096

*Included in GS<50
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DISTRIBUTION REVENUE DATA-
MONTHLY & VOLUMETRIC ONLY
TRANSFORMER ALLOWANCE APPLIED

2007 Actual

Customers Consumption Distribution Revenues Unit Revenues
(Year-End) (kWh / KW) ($) $/kWh/KW

Residential 19,512 162,194,309 4,890,883 0.0302
GS<50 1,695 53,259,754 702,200 0.0132

GS>50-Regular 180 441,430 639,438 1.4486

Large Use 2 256,593 302,218 1.1778
Street Light 6,624 13,086 22,937 1.7528

Sentinel 739 2,711 4,899 1.8071

Unmetered Scattered Load 216 1,170,025 20,476* 0.0175

TOTAL 28,968 6,583,051

*Partially included in GS<50

2008 Bridge -Normalized

Customers Consumption Distribution Revenues Unit Revenues
(Year-End) (kWh / KW) ($) $/kWh/KW

Residential 19,664 165,706,267 5,191,904 0.0313

GS<50 1,695 54,639,337 755,188 0.0138

GS>50-Regular 179 393,395 623,726 1.5855
Large Use 3 300,555 418,821 1.3935

Street Light 6,651 13,209 24,521 1.8564
Sentinel 730 2,623 5,313 2.0255

Unmetered Scattered Load 212 1,093,788 32,030 0.0293

TOTAL 29,134 7,051,503
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DISTRIBUTION REVENUE DATA-
MONTHLY & VOLUMETRIC ONLY
TRANSFORMER ALLOWANCE APPLIED

2009 Test

Customers Consumption Distribution Revenues Unit Revenues
(Year-End) (kWh / KW) ($) $/kWh/KW

Residential 19,818 166,999,701 5,234,067 0.0313
GS<50 1,695 54,639,337 755,188 0.0138

GS>50-Regular 179 393,395 623,726 1.5855

Large Use 3 300,555 418,821 1.3935
Street Light 6,677 13,262 24,618 1.8563

Sentinel 721 2,592 5,248 2.0247

Unmetered Scattered Load 208 1,072,774 31,424 0.0293

TOTAL 29,301 7,093,092
1
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WELLAND HYDRO ELECTRIC SYSTEM CORP
SUMMARY OF OTHER OPERATING REVENUE
TABLE 8

2006 2006 Variance 2007 Variance 2008 Variance 2009 Variance
Board Full Yr from Full Yr from Bridge Yr from Bridge Yr from

Approved Actual 2006 Actual 2006 Current Rates 2007 Current Rates 2008
($) ($) Board Approved ($) Actual ($) Actual ($) Actual

Other Operating Revenue

Rent from Electric Property 81,801 139,809 58,008 131,677 -8,132 149,031 17,354 149,031 0
Late Payment Charges 71,300 59,638 -11,662 68,984 9,346 66,000 -2,984 66,000 0
Misc-Account Status Fee 3,875 3,631 -244 3,811 180 3,960 149 3,960 0
Misc Service-NSF Charges 5,950 6,228 278 6,192 -36 6,480 288 6,480 0
Misc Service-Occupancy Related 93,260 58,084 -35,176 85,179 27,095 83,880 -1,299 83,880 0
Misc Service-Disconnect/Reconnect 23,648 13,424 -10,224 33,845 20,421 31,135 -2,710 31,135 0
Misc Service-Mark Up on Work Orders 38,545 55,795 17,250 31,189 -24,606 24,000 -7,189 24,000 0

Total Other Operating Revenue 318,379 336,609 18,230 360,877 24,268 364,486 3,609 364,486 0

Other Income & Deductions

Gain on Disposition of Utility and Other Property 0 10,991 10,991 2,278 -8,713 0 -2,278 0 0
Capital Gains 0 59,968 59,968 109,985 50,017 0 -109,985 0 0
Scrap Metal Sales 5,387 20,669 15,282 27,919 7,250 12,000 -15,919 12,000 0
Miscellaneous Non Operating 4,740 3,674 -1,066 11,119 7,445 7,020 -4,099 7,020 0

Total Other Income & Deductions 10,127 95,302 85,175 151,301 55,999 19,020 -132,281 19,020 0

Investment Income

Interest Income 363,034 400,834 37,800 342,528 -58,306 212,058 -130,470 175,990 -36,068
Divedend Income 0 3,111 3,111 1,745 -1,366 0 -1,745 0 0
Interest Variance Accounts 0 0 0 0 0 -6,108 -6,108 -13,140 -7,032

Total Other Income & Deductions 363,034 403,945 40,911 344,273 -59,672 205,950 -138,323 162,850 -43,100

Total Other Income & Revenue 691,540 835,856 144,316 856,451 20,595 589,456 -266,995 546,356 -43,1001

2
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MATERIALITY ANALYSIS ON OTHER DISTRIBUTION REVENUE:1

Preamble:2

The Materiality threshold used to analyze Other Distribution Revenue was the threshold used for3

OM&A costs, being 1 per cent of total distribution expenses before PILs as set out below. The4

OM&A cost threshold was used because other distribution revenues, like OM&A costs, are5

recorded in Income Statement accounts.6

7

2006
ACTUAL

2007
ACTUAL 2008 BRIDGE 2009 TEST

Distribution Expenses
other than PILS & Interest

$5,063,248 $6,144,644 $6,445,019 $6,835,763

Materiality Threshold $50,632 $61,446 $64,450 $68,358

To allow for the most detailed review of materiality on Other Distribution Revenue, Welland8

Hydro has selected the lowest materiality threshold of $50,632. Welland Hydro has provided9

explanations for the following variances, which exceed the materiality threshold.10

11

2006 ACTUAL TO 2006 BOARD APPROVED12

Account 2006 Actual 2006 Board Variance

4210 Rent from
Electric Property $139,809 $81,801 $58,008

Explanation:13

The increase in Rent Revenue is made up of three separate items. The first is growth in Pole14

Rental income ($29K) as two additional companies were charged for the use of Welland Hydro15

owned poles. The second is a correction in accounting policy ($16K). In previous years,16

Welland Hydro had netted the billings/charges from joint use poles with Bell Canada. This was17

corrected in 2006 to recognize the income and expense separately. The third was renting a18
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portion of the service centre to the City of Welland Fire Department. This accounted for $13K1

of the increased revenue in 2006 and $18K annually. As a result, Rent from Electric Property2

increases to $149,031 for the 2008 Test Year. A summary of the variance is as follows:3

4

2006 Actual 2006 Board Approved Variance5

Bell Pole Rental $ 16,290 $0 $16,2906
Pole Rentals $110,896 $81,801 $29,0957
Rental of Facility $ 12,623 $0 $12,6238
Totals $139,809 $81,801 $58,0089

10

11
2006 ACTUAL TO 2006 BOARD APPROVED12

Account 2006 Actual 2006 Board Variance

Other Income 4390/4355 $95,302 $10,127 $85,175

Explanation:13

Other income includes Gains on Disposition of Property, Capital Gains, Scarp Metal Sales, and14

Miscellaneous Non Operating revenues. Various assets were sold or scrapped in 2006 with a15

resulting gain of $10,991. In addition, the price of scrap metal (copper) increased dramatically16

in 2006 resulting in a $15,282 increase in revenue. A Capital Gain of $59,968 materialized when17

stocks issued in settlement of a previous bad debt were sold at a profit. A summary of the18

variance is as follows:19

20

2006 Actual 2006 Board Approved Variance21
Misc. Revenue $ 3,674 $5,387 ($1,713)22
Scrap Metal Sales $20,669 $4,740 $15,92923
Gain Asset Sales $10,991 $0 $10,99124
Capital Gains $59,968 $0 $59,96825
Totals $95,302 $10,127 $85,17526

27
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2007 ACTUAL TO 2006 ACTUAL1

Account 2007 Actual 2006 Actual Variance

Other Income 4390/4355 $151,301 $95,302 $55,999

Explanation:2

A $109,985 capital gain was recognized when shares previously obtained from the3

demutualization of an insurance company were disposed of in 2007. A summary of the variance4

is as follows:5

2007 Actual 2006 Actual Variance6
Misc. Revenue $11,119 $ 3,674 $ 7,4457
Scrap Metal Sales $27,919 $20,669 $ 7,2508
Gain Asset Sales $ 2,278 $10,991 ($8,713)9
Capital Gains $109,985 $59,968 $50,01710
Totals $151,301 $95,302 $55,99911

12

2007 ACTUAL TO 2006 ACTUAL13

Account 2007 Actual 2006 Actual Variance

Investment Income 4405 $344,273 $403,945 ($59,672)

Explanation:14

Interest Income decreased in 2007 compared to 2006 as a result of a decrease in the average cash15

reserve balances.16

17
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2008 BRIDGE YEAR TO 2007 ACTUAL1

Account 2008 Bridge 2007 Actual Variance

Other Income 4390/4355 $19,020 $151,301 ($132,281)

Explanation:2

There are no capital gains forecast for 2008 which accounts for $109,985 of the total variance.3

The balance is the result of a decrease in scrap metal sales as most obsolete wire in inventory4

was sold in the previous two years. A summary of the variance is as follows:5

6
7

2008 Bridge 2007 Actual Variance8
Misc. Revenue $ 7,020 $ 11,119 ($ 4,099)9
Scrap Metal Sales $12,000 $ 27,919 ($ 15,919)10
Gain Asset Sales $ 0 $ 2,278 ($ 2,278)11
Capital Gains $ 0 $109,985 ($109,985)12
Totals $19,020 $151,301 ($132,281)13

14
15

2008 BRIDGE YEAR TO 2007 ACTUAL16

Account 2008 Bridge 2007 Actual Variance

Investment Income 4405 $205,950 $344,273 ($138,323)

Explanation:17

Interest Income continues to decline as a result of decreased interest rates and reduced cash18

balances from capital spending over depreciation levels and reduced operating incomes in both19

the 2008 and the 2009 fiscal year.20
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DESCRIPTION OF REVENUE SHARING:1

Welland Hydro does not have a revenue sharing practice in place.2
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OVERVIEW OF OPERATING COSTS:1

Operating Costs:2

The operating costs presented in this Exhibit represent the annual expenditures required to3

sustain Welland Hydro’s distribution operations. Welland Hydro follows the OEB’s Accounting4

Procedures Handbook (the “APH”) in distinguishing work performed between operations and5

maintenance. A summary of Welland Hydro’s operating costs for the 2006 Board Approved,6

2006 Actual, 2007 Actual, 2008 Bridge Year and the 2009 Test Year including the determination7

of the variance amount for analysis, in accordance with the Filing Requirements, is provided in8

Table 1 below.9

Table 110

Description

2006 Board

Approved 2006 Actual 2007 Actual 2008 Bridge 2009 Test

OM&A expenses

Operation 1,105,257 1,122,683 1,213,581 1,377,671 1,497,036

Maintenance 667,983 740,507 926,058 1,135,835 1,231,214

Billing and Collections 876,162 371,051 937,705 948,832 980,174

Community Relations 115,488 152,851 154,910 77,494 159,667

Administrative and General Expenses 1,289,011 1,129,472 1,278,057 1,187,000 1,245,845

Penalties 159 4,519 0 0 0

Amortization Expenses 1,230,920 1,542,164 1,634,333 1,718,187 1,721,827

Total Operating Costs other than PILS &

Interest 5,284,979 5,063,248 6,144,644 6,445,019 6,835,763

Determination of Variance Amount (1%) 52,850 50,632 61,446 64,450 68,358

Summary of Operating Costs

11

12

Detailed information with respect to OM&A costs and variances, arranged by USoA account, is13

provided at Exhibit 4, Tab 2, Schedule 2.14

The variance used to determine the OM&A accounts requiring analysis has been prescribed by15

the Filing Requirements as 1% of total distribution expenses before PILs. Welland Hydro has16
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adopted a variance analysis threshold of $50,632 being the lowest of the variances among the1

years under review.2

OM&A Costs:3

OM&A costs in this Exhibit represent Welland Hydro’s integrated set of asset maintenance and4

customer activity needs to meet public and employee safety objectives; to comply with the5

Distribution System Code, environmental requirements and government direction; and to6

maintain distribution business service quality and reliability at targeted performance levels.7

OM&A costs also include providing services to customers connected to Welland Hydro’s8

distribution system, and meeting the requirements of the OEB’s Standard Supply Service Code9

and Retail Settlement Code.10

The proposed OM&A expenditures for the 2009 Test Year are the result of a business planning11

and work prioritization process that ensures that the most appropriate, cost effective solutions are12

put in place.13

Welland Hydro is proposing recovery of 2009 Test Year OM&A costs, including amortization14

but excluding PILs and Interest totaling $6,835,763.15

OM&A Budgeting Process Used by Welland Hydro:16

The operating budget is prepared annually by management and is reviewed and approved by the17

Board of Directors. The budget is prepared before the start of each fiscal year. Once approved,18

it does not change, but provides a plan against which actual results may be evaluated.19

The operating budget is a component of the overall budget process described in Exhibit 1, Tab 2,20

Schedule 2.21

Operating Work plans:22

Each department Manager provides input for the preparation of the departmental budget. The23

following directives are provided to each manager and director:24
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 Outside expenses for all department budgets are built using previous year actual, current1

year forecast and current year budget as the base;2

 Significant variances in spending from prior years must be explained and documented;3

 Review the headcount of the department for accuracy and outline any changes;4

 Accounting prepares a total labor budget by department using projected wage and benefit5

cost. Overtime and account distribution are based on previous years actual;6

Income Tax, Large Corporation Tax and Ontario Capital Taxes:7

Welland Hydro is subject to the payment of PILs under Section 93 of the Electricity Act, 1998,8

as amended. The Applicant does not pay Section 89 proxy taxes, and is exempt from the9

payment of income and capital taxes under the Income Tax Act (Canada) and the Ontario10

Corporations Tax Act. Table 2 below provides a summary of 2006 OEB Approved, 2006 and11

2007 income taxes included in audited statements, 2008 Bridge Year estimate using current12

rates, and 2009 Test Year income taxes based on revised rates. A copy of the 2007 Federal T213

and Ontario C23 tax return has been provided in Exhibit 4, Tab 1, Schedule 1, Appendix A.14

Income Tax amounts included in the 2007 financial statements are based on estimates and will15

differ from the actual tax return. The difference between actual and estimate will be recorded in16

2008 financial statements.17

Table 218

Description

2006 Board

Approved 2006 Actual 2007 Actual 2008 Bridge 2009 Test

Income Taxes 394,002 608,675 683,071 203,780 531,437

Large Corporation Tax 0 0 0 0 0

Ontario Capital Tax 57,116 60,399 60,000 25,792 27,730

Total Taxes 451,118 669,074 743,071 229,572 559,167

Summary of Income Taxes

19
20
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APPENDIX A

2007 FEDERAL AND ONTARIO TAX RETURN
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DEPARTMENTAL AND CORPORATE OM&A ACTIVITIES:1

OPERATIONS & MAINTENANCE2

The expenses for this department include all costs relating to the operation (5000-5095)3

and maintenance (5105-5195) of the Welland Hydro electrical system. This includes both4

direct labor costs and non-capital material spending to support both scheduled and reactive5

maintenance events. In addition, costs are allocated from support departments to cover the6

costs of Labour Burden, Engineering, Stores, Administration, IT, Garage, and Service7

Center.8

Welland Hydro’s maintenance strategy is, to the extent possible, to minimize reactive and9

emergency-type work through an effective planned maintenance program (including10

predictive and preventative actions).11

Welland Hydro’s customer responsiveness and system reliability are monitored continually12

to ensure that its maintenance strategy is effective. This effort is coordinated with Welland13

Hydro’s capital project work, so that where maintenance programs have identified matters14

the correction of which require capital investments, Welland Hydro may adjust its capital15

spending priorities to address those matters.16

Predictive Maintenance:17

Predictive maintenance activities involve the testing of elements of the Welland Hydro18

distribution system. These activities include infrared thermography testing, transformer oil19

analysis, planned visual inspections and pole testing. These evaluation tools are all20

administered using a grid system with appropriate frequency levels. Any identified21

deficiencies found are prioritized and addressed within a suitable time frame.22

Preventative Maintenance:23

Preventative maintenance activities include inspection, servicing and repair of network24

components. This includes overhead and pad-mounted load break switch maintenance,25
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insulator washing and cleaning/inspection of underground vaults. Also included are1

regular inspection and repair of substation components, relays, and ancillary equipment.2

The work is performed using a combination of time and condition based methodologies.3

Emergency Maintenance:4

This item includes unexpected system repairs to the electrical system that must be5

addressed immediately. The costs include those related to repairs caused by storm damage,6

emergency tree trimming and on-call premiums. Welland Hydro constantly evaluates its7

maintenance data to adjust predictive and preventative actions. The ultimate objective is to8

reduce this emergency maintenance.9

Service Work:10

The majority of costs related to this work pertain to service upgrades requested by11

customers, and requests to provide safety coverage for work (overhead line cover ups).12

This includes service disconnections and reconnections by Welland Hydro for all service13

classes; assisting pre-approved contractors; the making of final connections after Electrical14

Safety Authority (“ESA”) inspection for service upgrades; and changes of service15

locations.16

Network Control Operations:17

Network operating costs are related to the 24-hour monitoring and operation of the18

distribution system through Welland Hydro’s control room in Welland. The control room19

in Welland is staffed only on weekdays, during regular business hours. An answering20

service company has been contracted to contact “on call” lineperson and supervisory staff21

in the event of service problems after normal business hours. The control room is linked to22

the distribution system by a data communication network and information is processed by a23

Supervisory Control and Data Acquisition (“SCADA”) system. Real-time breaker status,24

and voltage and current readings from the Hydro One transformer stations and Welland25

Hydro substations, are sent to the control room and displayed on the SCADA system. The26
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control room operators continuously monitor the system and dispatch repair crews to1

manage equipment failures and provide work protection for the crews doing work on the2

system.3

Metering:4

This department is responsible for the installation, testing, and commissioning of new and5

existing simple and complex metering installations. Testing of complex metering6

installations ensures the accuracy of the installation and verifies meter multipliers for7

billing purposes.8

Revenue Protection is another key activity performed by Metering, by proactively9

investigating potential diversion and theft of power.10

This department also provides an underground locate service to anyone requesting11

verification of underground cable locations.12

Substation Services:13

Substation services activities address the maintenance of all equipment at Welland Hydro’s14

14 substations. This includes both labor costs and non-capital material spending to support15

both scheduled and emergency maintenance events. As with the maintenance activities,16

Welland Hydro’s substation maintenance strategy focuses on minimizing, to the extent17

possible, emergency-type work by improving the effectiveness of Welland Hydro’s planned18

maintenance program (including predictive and preventative actions) for its substations.19

ENGINEERING DEPARTMENT20

Engineering is responsible for keeping asset related data up to date on a recently purchased21

electronic Geographic Information System (“GIS”). This system will be used for asset22

management activities, troubleshooting system problems in the control room, delivering23

underground utility locating services for excavating contractors and for design and24

construction activities including new capital projects and customer connections.25
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Engineering also delivers drafting services to the design technicians for capital projects and1

provides distribution system asset information to many departments within Welland Hydro.2

Engineering costs are allocated to operations, maintenance, capital, and Third Party3

receivable accounts based on direct labor costs. A standard overhead percentage is set at4

the beginning of the year and adjusted to actual at year end.5

STORES/WAREHOUSE6

Stores staff is accountable for managing the procurement, control, and movement of7

materials within Welland Hydro’s service centre. This would include monitoring inventory8

levels, issuing material receipts, material issues, and material returns as required. The cost9

of the stores department is allocated to all departmental, capital, Welland Energy10

receivable, and Third Party receivable accounts as an overhead cost based on direct11

material costs. A standard overhead percentage is set at the beginning of the year and12

adjusted to actual at year end.13

GARAGE/TRANSPORTATION FLEET14

The Transportation group supports the maintenance and control of approximately 20 fleet15

vehicles. Its objectives include maintenance of vehicle reliability and safety, and the16

minimization of vehicle down time. Vehicle costs are allocated to operations,17

maintenance, capital, Welland Energy receivable, and Third Party receivable accounts18

based on number of hours used. A standard hourly cost/hr is set for all vehicles within the19

fleet. Costs are adjusted to actual at year end.20

SERVICE CENTER21

This department collects the cost of operating and maintaining the service center. Costs are22

allocated out based on a square footage. A budget amount is charged to departments throughout23

the year and then adjusted to actual at year end. Costs include items such as repairs to the24

service center, grass cutting and snow removal, and property taxes.25
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LABOUR BURDEN/SAFETY AND HEALTH1

This department collects the cost of all employee benefits and payroll taxes such as EI, CPP,2

EHT, WSIB, and group insurances. Costs are allocated to all departments, capital, Welland3

Energy receivable and Third Party receivable amounts based on direct labour. An overhead rate4

is set at the beginning of each year and adjusted to actual at year end.5

In addition, the cost of Safety and Health is included in this department. Costs include Health &6

Safety program supplies as well labour costs associated with safety meetings. Welland Hydro is7

committed to maximizing productivity and reducing risk of injury by initiating safety and health8

measures that focus on preventative actions. The commitment to safety and health is significant,9

and involves documenting unsafe behaviors, monitoring conformance to established standards10

and policies, determining the effectiveness of safety training and monitoring the resolution of11

safety recommendations/audits; commitment to continuous improvement in training; and12

identifying and correcting root causes for system deficiencies. Welland Hydro was recently13

award the Silver Medal for safety by E&USA in the quest for zero lost time accidents.14

CUSTOMER SERVICE15

The Customer Service group is responsible for the customer care activities for the16

approximately 22,000 customers in Welland Hydro’s service area. These activities include17

meter reading, billing, call centre, collections, and other back office functions. Welland18

Hydro aspires to achieve customer service excellence in its processes and customer19

programs. The costs associated with the Customer Service department are collected in20

accounts 5305 to 5515.21

Meter Reading:22

Meter reading services are contracted out to a non-affiliated third party under a service23

contract agreement. On average the contractor reads 14,000 electric service meters per24

month. The meter contract was negotiated in February 2003 after the completion of a25

competitive bid process. The initial contract was a three year term with a provision for a26
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further two year extension upon mutual agreement. In addition, the agreement was recently1

extended for an additional two year period through 2009 at current rates plus an adjustment2

for escalating gasoline prices.3

Billing:4

With a mix of bi-monthly and monthly billing, Welland Hydro issues 150,000 invoices5

annually to customers. On average this total includes 3,500 final bills for customers6

moving within or outside of Welland Hydro’s service territory. An annual billing schedule7

is created based on the meter reading schedule to ensure timely billing of services. The8

billing functions include the VEE processes; EBT and retailer settlement functions for9

3,700 retailer accounts; account adjustments; processing meter changes; and other various10

account related field service orders and mailing services. Welland Hydro offers customers11

a number of billing and payment options including an equal payment plan, electronic12

billing, and a preauthorized payment plan.13

Collections:14

Collections involve a combination of activities, including the collection of overdue active15

accounts, security deposits and final bills for service termination. Credit risk is a concern16

for Welland Hydro with 2009 credit loss forecast at $59,650 and is based on approximately17

0.13% of 2009 Test Year gross billings of approximately $45,000,000. In an effort to18

minimize credit losses, Welland Hydro enforces a prudent credit policy in accordance with19

the Distribution System Code. Active overdue accounts are collected by in-house staff20

through notices, letters and direct telephone contact. Final bill collections are turned over21

to a collection agency 30 days after the final due date.22

Customer Contact Centre:23

The Customer Contact Centre is responsible for such activities as payment processing;24

move in and out requests; and call centre activities for Welland Hydro’s service territory.25

On average call volumes continue to increase annually. Welland Hydro’s customer service26
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department handles over 61,000 inquires per year. With time-of-use billing and smart1

meter installations, Welland Hydro anticipates an increase in call volume activity.2

Community Relations:3

Welland Hydro is committed to providing consumer information and responses, in a timely4

and proactive manner, on electricity distribution and related issues. Welland Hydro5

maintains a presence in the communities it serves, where Welland Hydro staff is available6

to answer customer questions in a friendly environment.7

Since LDCs are the “face-to-the-customer” for the electricity industry, Welland Hydro has8

an important role to play in educating the public about electricity safety and energy9

conservation.10

Education – Electricity Safety:11

Welland Hydro supports elementary schools in Welland by providing Electricity Safety and12

Conservation sessions for students in grades one through eight. These highly interactive13

one-hour sessions educate children in the dangers of electricity. Welland Hydro uses the14

Electrical Safety & Conservation Company to assist in the presentations.15

Education – Energy Conservation:16

Building a conservation culture in Welland continues to be an important objective for17

Welland Hydro. Welland Hydro is very active in the community promoting conservation18

initiatives, attending a number of community events each year, distributing compact19

florescent light bulbs and energy conservation handbooks. Welland Hydro continues to20

participate with the OPA in administering programs directed at Energy Conservation.21

22
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ADMINISTRATIVE AND GENERAL EXPENSES1

Administrative and general expenses include expenses incurred in connection with the general2

administration of the utility's operations. Within Welland Hydro, the following functional areas3

are considered to be part of general administration and, as such, all expenses incurred within4

these functional areas are accounted for as administrative and general expenses:5

 Executive Management (5605);6

 Finance and Regulatory Services (5610);7

 Information Technology Services (5615);8

Executive Salaries and Expenses: 56059

The President & Chief Executive Officer is responsible for all aspects of Welland Hydro. Also10

included in this category is the Executive Assistant to the President. Expenses include salaries11

and all related expenses for all employees within the above noted functional areas.12

Management Salaries and Expenses: 561013

Financial Services:14

The Finance department is responsible for the preparation of statutory, management and Board15

of Directors financial reporting in accordance with GAAP; all daily accounting functions,16

including accounts payable, accounts receivable, and general accounting; treasury functions17

including cash management, risk management, accounting systems and internal control18

processes; preparation of consolidated budgets and forecasts; and supporting tax compliance.19

Expenses include salaries and all related expenses associated with the Director of Finance,20

Accounts Payable Clerk, and Payroll/Accounting Assistant.21

22
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Regulatory Services:1

The Regulatory Services department is responsible for all regulatory reporting and compliance2

with applicable codes and legislation governing Welland Hydro. Regulatory reporting includes3

development and preparation of rate filings, performance reporting, and compliance. Expenses4

include salary and related costs associated with the Regulatory Analyst.5

General Administrative Salaries and Expenses: 56156

Information Technology Services:7

The Information Technology department is responsible for the development, operation,8

maintenance and security of all business system applications utilized by the utility in its9

operations. These include the customer information, financial management and work10

management systems. Expenses include salaries and all related costs associated with the Director11

of Information System, Systems Analyst, and Billing Clerk.12

Administrative Expense Transferred: 562513

Welland Hydro charges a 10% Administrative and 10% IT overhead for all labour charged to14

Operations & Maintenance, Capital, and Third Party billings.15

Outside Service Employed: 563016

Outside Services Employed include, but are not limited to, consulting and professional fees of17

accountants and auditors, actuaries, legal services, public relations counsel and tax consultants.18

Employee Post-Retirement Benefits: 564519

Employee Post-Retirement Benefits include annual expenses for post-retirement benefits20

provided to eligible Welland Hydro employees in accordance with company policy and as21

provided in the collective bargaining agreement between Welland Hydro and its union. The22

annual expense and liability are determined in accordance with Section 3461 of the CICA23

Handbook and supported by an actuarial valuation that is completed every three years.24
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Regulatory Expenses: 56551

Regulatory Expenses include those expenses incurred in connection with Decisions and Orders2

on Cost Awards for hearings, proceedings, technical sessions, and other matters before the OEB3

or other regulatory bodies, including annual assessment fees paid to a regulatory body. Annual4

fees assessed by the OEB are included in this expenditure category.5

Miscellaneous General Expense: 56656

Miscellaneous General Expense includes the labour and all related expenses of the Board of7

Directors of Welland Hydro. Also included in this category are Bank Service Charges and other8

miscellaneous costs.9

Electrical Safety Authority Fees: 568010

Expenses under Electrical Safety Authority (“ESA”) fees include all annual charges from the11

ESA.12
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Expense Description

2006 Board

Approved 2006 Actual

Variance

from 2006

Board

Approved Ref 2007 Actual

Variance

from 2006

Actual Ref 2008 Bridge

Variance

from 2007

Actual Ref 2009 Test

Variance

from 2008

Bridge Ref
Operation

5005-Operation Supervision and Engineering 66,497 54,188 (12,309) 65,475 11,287 83,862 18,387 86,349 2,487

5010-Load Dispatching 66,097 58,569 (7,528) 74,914 16,345 76,867 1,953 79,101 2,234

5012-Station Buildings and Fixtures Expense 5,696 5,122 (574) 11,787 6,665 11,973 186 12,268 295

5014-Transformer Station Equipment - Operation Labour 0 0 0 0 0 0 0 0 0

5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0 0 0 0 0 0

5016-Distribution Station Equipment - Operation Labour 8,050 8,698 648 11,993 3,295 15,552 3,559 17,676 2,124

5017-Distribution Station Equipment - Operation Supplies and Expenses 112,220 106,991 (5,229) 110,129 3,138 112,565 2,436 115,650 3,085

5020-Overhead Distribution Lines and Feeders - Operation Labour 74,734 55,838 (18,896) 67,768 11,930 87,931 20,163 99,596 11,665

5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 70,979 48,917 (22,062) 155,733 106,816 A 168,573 12,840 181,766 13,193

5030-Overhead Subtransmission Feeders - Operation 55,829 58,947 3,117 61,256 2,309 76,052 14,796 85,777 9,725

5035-Overhead Distribution Transformers- Operation 607 11,328 10,721 12,018 690 13,853 1,835 14,131 278

5040-Underground Distribution Lines and Feeders - Operation Labour 113,288 101,693 (11,596) 106,693 5,000 138,440 31,747 157,335 18,895

5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses (2,282) 26,172 28,454 29,396 3,224 26,409 (2,987) 27,295 886

5050-Underground Subtransmission Feeders - Operation 16,867 29,219 12,352 34,319 5,100 42,382 8,063 47,806 5,424

5055-Underground Distribution Transformers - Operation 11,350 8,152 (3,198) 12,741 4,590 13,200 459 13,444 244

5065-Meter Expense 258,153 283,635 25,482 310,752 27,117 312,698 1,946 339,287 26,589

5070-Customer Premises - Operation Labour 2,077 1,317 (759) 5,865 4,547 7,606 1,741 8,644 1,038

5075-Customer Premises - Materials and Expenses 0 210 210 0 (210) 0 0 0 0

5085-Miscellaneous Distribution Expense 225,446 241,338 15,892 136,512 (104,826) B 167,742 31,230 188,506 20,764

5095-Overhead Distribution Lines and Feeders - Rental Paid 19,649 22,349 2,701 6,230 (16,119) 21,966 15,736 22,405 439

5096-Other Rent 0 0 0 0 0 0 0 0 0

Sub-Total 1,105,257 1,122,683 17,426 1,213,581 90,898 1,377,671 164,090 1,497,036 119,365

OM&A Cost Table



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 4
Tab 2

Schedule 2
Page 2 of 4

Filed: August 15, 2008

Expense Description

2006 Board

Approved 2006 Actual

Variance

from 2006

Board

Approved Ref 2007 Actual

Variance

from 2006

Actual Ref 2008 Bridge

Variance

from 2007

Actual Ref 2009 Test

Variance

from 2008

Bridge Ref
Maintenance

5105-Maintenance Supervision and Engineering 54,830 58,199 3,369 69,212 11,013 85,144 15,932 95,673 10,529

5110-Maintenance of Buildings and Fixtures - Distribution Stations 17,214 20,307 3,093 15,607 (4,699) 18,022 2,415 18,933 911

5114-Maintenance of Distribution Station Equipment 13,417 12,875 (543) 23,550 10,675 16,627 (6,923) 18,397 1,770

5120-Maintenance of Poles, Towers and Fixtures 29,640 60,648 31,008 38,262 (22,386) 45,281 7,019 50,587 5,306

5121-Maintenance of Subtrans 0 10,834 10,834 12,003 1,169 11,980 (23) 13,469 1,489

5125-Maintenance of Overhead Conductors and Devices 119,353 151,279 31,926 131,592 (19,687) 162,406 30,814 180,518 18,112

5126-Maintenance of Overhead Subtrans 0 33,077 33,077 54,597 21,520 66,512 11,915 74,124 7,612

5130-Maintenance of Overhead Services 93,402 150,522 57,120 A 155,952 5,430 181,594 25,642 199,717 18,123

5135-Overhead Distribution Lines and Feeders - Right of Way 186,526 94,131 (92,395) B 146,128 51,997 C 204,588 58,460 A 209,200 4,612

5145-Maintenance of Underground Conduit 778 21 (757) 21,141 21,120 22,548 1,407 23,977 1,429

5150-Maintenance of Underground Conductors and Devices 49,771 67,675 17,904 132,448 64,774 D 143,766 11,318 158,122 14,356

5151-Maintenance Emergencies 55,974 12,743 (43,231) 16,331 3,588 20,728 4,397 22,969 2,241

5155-Maintenance of Underground Services 0 46,848 46,848 50,744 3,896 56,898 6,154 62,433 5,535

5160-Maintenance of Line Transformers 36,031 17,826 (18,205) 50,399 32,573 91,046 40,647 93,606 2,560

5175-Maintenance of Meters 11,048 3,237 (7,811) 4,242 1,005 3,701 (541) 3,813 112

5195-Maintenance of Other Installations on Customer Premises 0 286 286 3,851 3,565 4,994 1,143 5,676 682

Sub-Total 667,983 740,507 72,525 926,058 185,551 1,135,835 209,777 1,231,214 95,379

OM&A Cost Table
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Expense Description

2006 Board

Approved 2006 Actual

Variance

from 2006

Board

Approved Ref 2007 Actual

Variance

from 2006

Actual Ref 2008 Bridge

Variance

from 2007

Actual Ref 2009 Test

Variance

from 2008

Bridge Ref
Billing and Collections

5305-Supervision 0 0 0 0 0 0 0 0 0

5310-Meter Reading Expense 103,121 115,615 12,493 132,170 16,555 129,563 (2,607) 132,554 2,991

5315-Customer Billing 404,682 364,572 (40,110) 395,966 31,394 397,246 1,280 409,365 12,119

5320-Collecting 299,130 292,756 (6,374) 329,920 37,165 332,691 2,771 345,711 13,020

5325-Collecting- Cash Over and Short 29 169 140 32 (137) 12 (20) 50 38

5335-Bad Debt Expense 36,000 (434,303) (470,303) C 48,263 482,566 E 58,480 10,217 59,650 1,170

5340-Miscellaneous Customer Accounts Expenses 33,199 0 (33,199) 0 0 0 0 0 0

5350-Retail Billing 0 28,602 28,602 29,365 763 28,781 (584) 30,725 1,944

5360-Retail STR 0 3,640 3,640 1,988 (1,652) 2,059 71 2,119 60

Sub-Total 876,162 371,051 (505,111) 937,705 566,654 948,832 11,127 980,174 31,342

Community Relations

5405-Supervision 70,453 34,719 (35,734) 38,239 3,521 39,613 1,374 40,800 1,187

5410-Community Relations - Sundry 24,363 8,334 (16,029) 5,356 (2,978) 4,978 (378) 5,536 558

5415-Energy Conservation 0 95,392 95,392 D 95,904 512 15,000 (80,904) B 95,274 80,274 A

5420-Community Safety Program 4,637 7,274 2,637 5,783 (1,491) 7,290 1,507 6,500 (790)

5425-Miscellaneous Customer Service and Informational Expenses 3,383 621 (2,762) 80 (541) 111 31 100 (11)

5510-Demonstrating and Selling Expense 0 0 0 0 0 0 0 0 0

5515-Advertising Expense 12,652 6,512 (6,140) 9,548 3,036 10,502 954 11,457 955

5520-Miscellaneous Sales Expense 0 0 0 0 0 0 0 0 0

Sub-Total 115,488 152,851 37,363 154,910 2,059 77,494 (77,416) 159,667 82,173

OM&A Cost Table
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Expense Description

2006 Board

Approved 2006 Actual

Variance

from 2006

Board

Approved Ref 2007 Actual

Variance

from 2006

Actual Ref 2008 Bridge

Variance

from 2007

Actual Ref 2009 Test

Variance

from 2008

Bridge Ref
Administrative and General Expenses

5605-Executive Salaries and Expenses 295,529 228,724 (66,805) E 350,871 122,147 F 313,443 (37,428) 327,398 13,955

5610-Management Salaries and Expenses 27,885 243,200 215,315 F 391,994 148,794 G 393,151 1,157 403,669 10,518

5615-General Administrative Salaries and Expenses 216,388 318,686 102,298 G 286,255 (32,431) 273,349 (12,906) 283,123 9,774

5620-Office Supplies and Expenses 250,585 0 (250,585) H 0 0 0 0 0 0

5625-Administrative Expense Transferred Credit 0 (166,039) (166,039) I (153,081) 12,957 (194,884) (41,803) (215,178) (20,294)

5630-Outside Services Employed 222,022 204,046 (17,977) 145,522 (58,524) H 135,000 (10,522) 146,700 11,700

5635-Property Insurance 0 0 0 0 0 0 0 0 0

5640-Injuries and Damages 1,069 0 (1,069) 0 0 0 0 0 0

5645-Employee Pensions and Benefits 106,467 115,191 8,723 112,687 (2,504) 111,064 (1,623) 117,300 6,236

5655-Regulatory Expenses 26,057 86,738 60,680 J 43,837 (42,900) 45,800 1,963 66,500 20,700

5660-General Advertising Expenses 0 0 0 0 0 0 0 0 0

5665-Miscellaneous General Expenses 139,035 90,965 (48,070) 91,966 1,001 102,054 10,088 108,070 6,016

5675-Maintenance of General Plant 646 0 (646) 0 0 0 0 0 0

5680-Electrical Safety Authority Fees 3,327 7,962 4,635 8,007 45 8,023 16 8,263 240

Sub-Total 1,289,011 1,129,472 (159,539) 1,278,057 148,586 1,187,000 (91,057) 1,245,845 58,845

Taxes Other Than Income Taxes

6215-Penalties 159 4,519 4,360 0 (4,519) 0 0 0 0

Sub-Total 159 4,519 4,360 0 (4,519) 0 0 0 0

Total Operating, Maintenance and Administration Expenses 4,054,059 3,521,084 (532,975) 4,510,311 989,227 4,726,832 216,521 5,113,936 387,104

Amortization Expenses

5705-Amortization Expense - Property, Plant, and Equipment 1,230,920 1,542,164 311,245 K 1,634,333 92,169 I 1,718,187 83,854 C 1,721,827 3,640 B

Sub-Total 1,230,920 1,542,164 311,245 1,634,333 92,169 1,718,187 83,854 1,721,827 3,640

Total Distribution Expense Before Income Taxes 5,284,979 5,063,248 6,144,644 6,445,019 6,835,763

Variance Determined as 1% of Total Distribution Expense before Taxes 52,850 50,632 61,446 64,450 68,358

Materiality 50,632

OM&A Cost Table
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VARIANCE ANALYSIS ON OM&A COSTS:1

Welland Hydro has provided a detailed OM&A cost table covering the periods from 2006 Board2

Approved, 2006 Actual, 2007 Actual, 2008 Bridge Year and 2009 Test Year including the3

variances year over year in Exhibit 4, Tab 2, Schedule 2, above. Before moving to a variance4

analysis for each account that exceeds the materiality threshold, a summary of total OM&A5

expenses (excluding depreciation) is presented below along with an analysis of the total6

movement from 2006 Actual to 2009 Test Year.7

Welland Hydro
OM & A Analysis

2006 2006 2007 2008 2009
Board Full Yr Full Yr Bridge Yr Test Yr

Approved Actual Actual Forecast Forecast $ %

Actual OM & A Expenses $4,054,059 $3,521,084 $4,510,311 $4,726,832 $5,113,936
Depreciation Adjustment -220,964
Bad Debt Adjustment 492,555
Adjusted OM & A Expenses $3,833,095 $4,013,639 $4,510,311 $4,726,832 $5,113,936

OM & A Wages & Benefits $2,366,991 $2,783,103 $3,035,991 $3,313,407 $946,416 40.0%
OM & A Expenses 1,646,648 1,727,208 1,690,841 1,800,529 153,881 9.3%
Adjusted OM & A Expenses $4,013,639 $4,510,311 $4,726,832 $5,113,936 $1,100,297 27.4%

Analysis of Increase in OM & A Wages & Benfits 2006 to 2009

New Positions - Wages & Benefits
Regulatory Analyst $109,053 4.6%
Conservation & Demand Analyst 80,274 3.4%
GIS Analyst 74,534 3.1%
3 Lineman 220,201 13.4%
Total New Positions - Wages & Benefits $484,062 20.5%

Decrease in Amounts Charged 3rd Party 28,254 1.2%
Decrease in Amounts Charged Associates 3,727 0.2%
Decrease in Amounts Charged to Capital 23,667 1.0%
Adjustment 2006 Pension Costs 55,539 2.3%

Total Increase Before Inflation $595,249 25.1%

Wages & Benefits Inflation 351,167 14.8%

Total Increase OM & A Wages & Benefits $946,416 40.0%

Increase From
2006 to 2009

8

The 2006 Board Approved numbers must be adjusted to reflect that prior to 2006 part of the9

depreciation expense was charged directly to OM&A expenses. Adjusting for depreciation10

allows for better comparison of actual expenses from year to year. It also better explains the11

increases in depreciation which are exclusively related to capital spending. The 2006 Actual12

expenditures need to be adjusted to reflect the abnormal recovery of a previously written off bad13
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debt. The adjustment brings bad debt expense up to actual write offs without the large recovery.1

Since 2006 Actual OM&A expenses were in line with 2006 Board approved amounts when2

inflation is taken into account, no analysis of this difference is being provided and emphasis will3

be placed on the difference between 2006 Actual and 2009 Test Year expenditures.4

As can be seen from the analysis above Welland Hydro is requesting an increase in OM&A5

spending in 2009 of $1,110,297 or 27.4% compared with 2006 Actual. This amount is broken6

into $946,416 (40.0%) for wages & benefits and $153,881 (9.4%) for outside purchases. The7

increase in outside purchases is partially attributed to costs associated with filing this8

Application. Account 5655 Regulatory Expenses has been increased by $20,000 to cover one9

third of estimated intervenor and OEB charges of $60,000. Account 5630 has been increased by10

$10,000 to cover one third of estimated consulting costs of $30,000. The balance of the increase11

of $123,881 (7.5%) represents approximately 2.5% per year with the majority of the increase12

related to tree trimming (5135) which is detailed in the year by year analysis which follows.13

Given the fact that the increase in outside purchase expenditures is relatively small taking into14

account tree trimming and inflation, Welland Hydro will focus on detailing the increase in wages15

and benefits.16

The increase in wages and benefits has been broken down into increase in employees, adjustment17

to accounts charged, and wage increases.18

In 2006 Welland Hydro had 36 full time equivalent (“FTE”) employees which are the same as19

included in the 2006 Board Approved rates. Welland Hydro has had actual increases to20

headcount in both 2007 and 2008 and plans further increases in 2009. Details of the increase in21

the number of employees are provided in Exhibit 4, Tab 2, Schedule 6. The increase in22

personnel accounts for $484,062 (20.5%) or just over half of the total OM&A increase required.23

The adjustments show actual decreases in labour charged to receivable accounts and capitalized24

assets since 2006. The reduction in capitalized assets is mainly due to no longer capitalizing25

improvements to software made by IT personnel. The adjustment for pension represents the26

amount charged to Deferred Account 1508 between January and April 2006. Only eight months27
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of pension expense was charged to OM&A expense in 2006. Adjustments account for $111,1871

(4.7%) of the total increase required.2

Wage and Benefit increases account for $351,167 or 14.8%. This equals approximately 4.7%3

per year. Although the contract increases have been 3% per year during this time frame, there4

are other items which account for the 1.7% balance. The number of linepersons on standby after5

business hours and on weekends was increased from one to two late in 2007 for safety and6

service reasons. The apprentice linepersons hired in 2007 and 2008 will receive increases as7

they change class levels when their education and training are completed. Welland Hydro8

concluded a Management Performance and Compensation study in 2006 in which pay levels for9

salaried employees was compared to other LDCs in the province of Ontario with the help of an10

outside consulting firm. The increases recommended by this study were phased in over the 200711

and 2008 years.12

Variance Analysis:13

As mentioned above, the variance that triggers the required analysis is $50,632 representing 1%14

of Welland Hydro’s total distribution expenses before PILs and Interest Expense. Welland15

Hydro has reviewed the variance of each OEB USoA account to determine where explanations16

are necessary. An identification reference has been assigned for each variance exceeding the17

threshold and an explanation of each variance is presented in the following section.18

2006 ACTUAL VERSUS 2006 BOARD APPROVED:19

Ref A: 5130 Maintenance of Overhead Services20

Maintenance of Overhead Services costs increased by $57,120 compared to 2006 Board21

Approved amount. In 2006 Welland Hydro added a 20% overhead charge to direct labour to22

cover Administration cost. This accounts for $17,528 of the increase. Outside material costs23

account for only $24,395 of the total $150,522 spent in 2006. The balance represents inside24

labour and equipment charges which can vary from year to year based on the work necessary to25

be completed in the year.26
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Ref B: 5135 Maintenance Overhead Distribution Lines and Feeders Right of Way1

This account collects costs associated with the clearing of overhead distribution lines. The main2

expense involves tree trimming performed by both internal manpower and outside contractors.3

Welland Hydro’s tree trimming is scheduled by designated areas in a revolving three year plan.4

As areas are not of equal size, costs can very from year to year. The $92,395 decrease in 2006 is5

offset by increases of $51,997 in 2007 and $58,460 in 2008.6

Ref C: 5335 Billings and Collections Bad Debt Expense7

The 2006 actual Bad Debt expense of ($434,303) was the result of the recovery of an amount8

written off in previous years. The actual dollar value of the accounts written off was $58,252.9

Ref D: 5415 Community Relations Energy Conservation10

This account records the cost of expenses approved as part of the Third Tranche Conservation11

and Demand program. An offsetting amount was recorded as income in 2006.12

13
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Ref E/F/G/H: 5605 Executive Salaries and Expenses, 5610 Management Salaries and1
Expenses, 5615 General Admin Salaries and Expenses, 5620 Office Supplies2
and Expenses3

A change in accounting process was made part way through 2006 to better reflect actual cost4

within each classification. As a result, no charges were made to 5620 in 2006 and future years.5

A sub account for office supplies has been set up within each department to collect these costs.6

In order to compare costs between the 2006 Board Approved amounts and actual 2006 results,7

the total of all four accounts should be compared. Results are as follows:8

2006 20069

Board Actual10

5605 Executive $295,529 $228,72411

5610 Management 27,885 243,20012

5615 General Admin 216,388 318,68613

5620 Office 250,585 014

Total Expenses $790,387 $790,61015

There was no increase in 2006 Actual versus 2006 Board Approved despite two years of16

inflation as the Director of Finance position was vacant for a period of approximately three17

months in 2006. This will have an effect on the comparison of 2006 Actual versus 2007 Actual18

detailed later in this section.19

Ref I: 5625 Administrative Expenses Transferred Credit20

Prior to the 2006 year there was no method of allocating Administrative and IT cost to21

operations, maintenance, third party billings, and capital accounts. As a result, an overhead is22

now being applied based on actual labour costs incurred which will increase costs in those areas23

and decrease the total overall amounts charged as Administrative Expense.24

25
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Ref J: 5655 Regulatory Expenses1

Detailed expenses charged to this account are as follows:2

2006 20063

Board Actual Variance4

OEB Assessment $25,257 $34,134 $8,8775

OEB Annual Reg. 800 800 06

Write off Transition Costs 0 43,942 43,9927

EDA Expense 0 7,812 7,8128

Total Regulatory $26,057 $86,738 $60,6809

The write off of Transition Costs is related to market opening and Welland Hydro’s election to10

recover 90% of costs in the Regulatory Asset rate rider instead of 100% which would have11

required a detailed audit and a more complex proceeding. This is a one time expense. The EDA12

costs were incorrectly charged to this account and should have been charged to 5630 Outside13

Services as it represented the cost for the actuarial report on retiree benefit liabilities which is14

performed every three years.15

Ref K: 5705 Amortization Expense16

Actual depreciation expense in 2006 was $311,245 over the 2006 Board Approved levels. The17

2006 Board Approved amount is based on 2004 Actual. In 2004, actual depreciation expense18

was $1,451,613 with $220,694 of this amount being charged directly to operations, maintenance,19

customer service, and administration accounts. This accounting procedure was changed in 200620

to charge all depreciation to account 5705 and not charge depreciation directly to other accounts.21

The balance of the variance in depreciation expenses of $90,551 relates to 2005 and 2006 actual22

capital spending.23

24
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2007 ACTUAL VERSUS 2006 ACTUAL:1

Ref A/B: 5025 Overhead Distribution Lines & Feeders-Supplies and Expenses,2

5085 Miscellaneous Distribution Expenses3

Expenses in account 5025 increased by $106,816 while account 5085 decreased by $104,826.4

An effort was made to try and reduce the amount charged as “Miscellaneous” to get a better5

understanding of where linepersons are spending their actual time.6

Ref C: 5135 Overhead Distribution Lines & Feeders-Right of Way7

As indicated in the analysis for 2006 Board Approved versus 2006 Actual, expenses for tree8

trimming vary from year to year based on the areas being cleared. The increase in both 20079

($51,997) and 2008 (58,460) offsets the decrease in 2006 Actual ($92,395) compared to Board10

Approved. The actual expenditures for both 2007 and 2008 are consistent with Board Approved11

amounts (2004 expenses) when inflation is taken into account.12

Ref D: 5150 Maintenance of Underground Conductors and Devices13

Total expenses increased by $64,774 in 2007 compared to 2006 Actual. Material costs increased14

by $17,678 in 2007 as a result of a major repair required. Material costs for 2008 Bridge Year15

were reduced by $5,802 compared to 2007 to reflect an average yearly amount over the two16

years.17

Ref E: 5335 Bad Debt Expense18

As indicated in the analysis of 2006 Board Approved versus 2006 Actual expenses, the 200619

Actual bad debt expenses were affected by the recovery of significant bad debt which had been20

expensed in previous years. The actual write off in 2006 of $58,252 was decreased to $48,263 in21

2007. Both years remain over the Board approved level of $36,000 and remain a concern for22

future years.23

24
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Ref F/G: 5605 Executive Salaries and Expenses, 5610 Management Salaries and Expenses1

As indicated in the analysis of 2006 Board Approved to 2006 Actual a change in accounting2

procedures resulted in reclassification of labor expenses among accounts 5605, 5610, 5615, and3

5620. The change was made part way through and once again the total cost for all of these4

accounts should be used for comparison.5

2006 20076

Actual Actual7

5605 Executive $228,724 $350,8718

5610 Management 243,200 391,9949

5615 General Admin 318,686 286,26510

Total Expenses $790,610 $1,029,13011

12

The total expenses increased by $238,510 from 2006 to 2007. The following breakdown13

provides details of the increase:14

15

Addition of Regulatory Analyst $57,458 (Wages and Benefits)16

Reduction in Capitalized Labor 34,364 (IT Labor and Benefits)17

Full Year Effect 2006 Vacancy 26,680 (Wages and Benefits)18

Vacation Payout 34,982 (Wages and Benefits)19

Expenses 22,141 (Computer Support/Travel & Conference)20

Finance Summer Student 6,88621

Pension Increase 18,329 (12 months OMERS vs. 8 months)22

Wage and Benefits Increase 37,670 ($20,016 Wages/$17,654 Benefits)23

$238,51024
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The addition of the Regulatory analyst is detailed in Exhibit 4, Tab 2, Schedule 6. The decision1

to not capitalize IT labor as in previous years is based on the fact that the work performed would2

not extend the life of the current software and a possible change in financial software in the next3

few years. The full year effect of the 2006 vacancy is related to the Director of Finance position.4

As a result of the increased work load personnel were unable to take available vacation and were5

given payment in lieu thereof.6

This cost was not included in the 2008 Bridge Year or 2009 Test Year wages. The pension7

increase is the result of no longer deferring actual premiums for OMERS effective May 1, 2006.8

Ref H: 5630 Outside Service Employed9

The Regulatory Analyst hired in 2007 was working on a contract basis during 2006 and the costs10

were charged to account 5630. Since joining Welland Hydro staff in 2007 these costs have been11

charged to account 5610 resulting in a decrease in Outside Service costs within account 5630.12

Ref I: 5705 Amortization Expense13

The increase in depreciation expense is related to the 2007 Capital Expenditures.14

2008 BRIDGE YEAR VERSUS 2007 ACTUAL:15

Ref A: 5135 Overhead Distribution Lines & Feeders-Right of Way16

As indicated in the analysis for 2006 Board Approved versus 2006 Actual expenses, tree17

trimming expenses vary from year to year based on the areas being cleared. The increase in both18

2007 ($51,997) and 2008 ($58,460) offsets the decrease in 2006 Actual ($92,395) compared to19

Board Approved. The actual expenditures for both 2007 and 2008 are in line with Board20

Approved amounts (2004 expenses) when inflation is taken into account.21

22
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Ref B: 5415 Energy Conservation1

The 2006 and 2007 expenditures (excluding capital) for the Third Tranche Conservation and2

Demand Management were charged to account 5415. The expenditures related to the Third3

Tranche were spent prior to September 1, 2007. Welland Hydro has not asked for any additional4

related CDM spending. Welland Hydro is committed to supporting CDM within its service area5

and has budgeted $15,000 in expenditures in 2008. The result is a reduction in spending of6

$80,904 ($95,904-$15,000).7

Ref C: 5705 Amortization Expense8

The increase in depreciation expense is the result of 2008 Capital Expenditures.9

2009 TEST YEAR VERSUS 2008 BRIDGE YEAR:10

Ref A: 5415 Energy Conservation11

As indicated in Exhibit 4, Tab 2, Schedule 6 the 2009 Test Year includes the addition of a12

Conservation and Demand Analyst at a total cost of $80,274 for wages and benefits. The13

importance of and demands related to CDM require Welland Hydro to add this position. The14

implementation of time of use rates and smart meters will only add to the workload of current15

staff.16

Ref B: 5705 Amortization Expense17

The increase in depreciation expense is the result of 2009 Capital Expenditures.18
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CHARGES TO AFFILIATES FOR SERVICES PROVIDED:1

Introduction:2

A summary of charges to affiliates for services provided in 2006 Actual and 2007 Actual,3

together with the projections for the 2008 Bridge Year and 2009 Test Year, are shown in4

the following Table 3.5

Welland Energy currently performs streetlight maintenance for the City of Welland. In6

addition, Welland Energy is also involved in Sentinel Light rentals to third party7

customers. Welland Hydro provides certain services to Welland Energy in respect of these8

activities. Actual cost including labour, labour burden, stores material and burden, along9

with vehicle costs are charged to Welland Hydro Energy Services. In addition, billings to10

the City of Welland include a 10% profit mark up. The mark up is split 7% to Welland11

Hydro and 3% to Welland Hydro Energy Services.12

As a result of recent changes to the Affiliate Relationships Code, Welland Hydro is13

reviewing its provision of services to Welland Energy in respect of street light maintenance14

and sentinel light maintenance.15

There are currently no shared services with the Corporation of the City of Welland other than the16

rental of a small section of Welland Hydro’s service center to the Welland Fire Department.17

Revenue from the rental agreement is included Other Operating Revenue-Rent from Electric18

Property (4210) and detailed in Exhibit 3, Tab 3, Schedules 1 & 2.19

20
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Summary of Charges to Affiliates for Services Provided:1

TABLE 32
WELLAND HYDRO’S CHARGES TO AFFILIATES3

ACTIVITY
2006

Actual
2007

Actual
2008

Forecast
2009

Forecast
Street Light Maintenance
Direct Labor $46,669 $45,013 $42,409 $45,237
Labor Burden 25,116 21,156 21,182 22,377
Stores Burden 9,713 7,074 7,320 7,532
Garage Vehicle Charge 22,433 20,684 20,275 21,018

Total Street Light Maintenance $103,931 $93,927 $91,186 $96,164

Sentinel Light Maintenance
Direct Labor $5,081 $4,379 $5,127 $5,469
Labor Burden 2,708 2,058 2,561 2,705
Stores Burden 854 738 757 779
Garage Vehicle Charge 2,743 2,024 2,197 2,278

Total Sentinel Light Maintenance $11,386 $9,199 $10,642 $11,231

TOTAL $115,317 $103,126 $101,828 $107,395
4
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Purchase of Products and Services from Non-Affiliates:1

Like other distributors, Welland Hydro purchases many services and products from third parties.2

The two tables below illustrate Welland Hydro’s expenditures on purchased products and3

services in 2006 (Table 4) and in 2007 (Table 5). The tables disclose expenditures for suppliers4

where total purchases were greater than $100,000 in either of 2006 or 2007.5

6

7

Table 48

2006 Supplier List >$100,0009
10
11

ACTIVITY 2006

Dundas Power Construction Services $568,272.11

Great West Life Benefits $271,400.17

Ground Aerial Maintenance Construction Services $253,929.11

HD Supply Utilities Cable, Line Hardware $167,250.89

VA Tech Transformers(Siemens) Transformers $121,783.20

Westburne Ruddy Cable, Line Hardware $88,044.16

Collective Utility Meter Reading $87,600.94

Tree Trimming Expenses

Davey's Tree Service $29,403.00
Lucas Tree Experts 58,850.00
Total Tree Trimming $88,253.00

RFQ
RFQ

PRICED BY

RFQ

RFQ

RFQ

Contract

NAME

RFQ

Contract

RFQ

12
13
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Table 51
2007 Supplier List >$100,0002

3
4

ACTIVITY 2007

Canadian Electrical Services Transfomers $338,104.62

Great West Life Benefits $261,322.74

Ground Aerial Maintenance Construction Services $257,896.94

Dundas Power Construction Services $191,385.12

VA Tech Transformers(Siemens) Transformers $185,203.20

Survalent Technology Scada System $176,661.58

HD Supply Utilities Cable, Line Hardware $159,189.16

Westburne Ruddy Cable, Line Hardware $122,720.14

Collective Utility Meter Reading $102,939.77

Tree Trimming Expenses

Davey's Tree Service $42,106.00
Lucas Tree Experts 87,329.92
Total Tree Triming Expenses $129,435.92

RFQ

Contract

RFQ
RFQ

NAME PRICED BY

RFQ

RFQ

RFQ

RFQ

RFQ

Contract

RFQ

5
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EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION EXPENSE1
AND POST RETIREMENT BENEFITS:2

Overview:3

Welland Hydro is facing the same challenges as other LDCs throughout the electricity4

distribution sector. In the next five years, 23.1% of Welland Hydro’s employees will be eligible5

for retirement, and an additional 15.4% will be eligible within 10 years. Welland Hydro’s total6

employee average age is 46.8 years, with a skilled trade average age at 44.1 years, consistent7

with the national electricity distribution sector at 43.0 years.8

The challenge Welland Hydro faces is effectively bridging the gap in maintaining sufficient9

talent to meet the current needs of the utility while planning for the ‘new’ future. Table 6 below10

illustrates Welland Hydro’s current employee demographics by employee type.11

Table 612
Welland Hydro Employee Demographics13

Unionized Workforce

Department Avg. Age
Avg. Length
of Service

Customer Service 53.0 26.6
Lineman 45.1 16.2
Apprentice Linemen 26.5 1.0
Engineering 42.0 16.8
Fleet Mechanics 51.5 5.5
Finance 55.0 19.0
IT 30.0 6.0
Meter 40.0 11.0
Stores 46.0 18.0
Totals 44.5 14.9

14
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1
Salaried (Non-Union) Workforce

Dept. Avg. Age
Avg. Length
of Service

Executive 57.0 35.0
Directors 50.3 18.0
Supervisors 48.8 11.3
General & Admin 59.5 14.0
Total 51.5 15.6

2
Skilled Trades/Engineering
(Union and Management)

Dept. Avg. Age
Avg. Length
of Service

Engineering PEng/Technicians 45.0 19.7
Linemen 45.1 16.2
Sub Totals 45.1 17.9
Meter Technicians 40.0 11.0
Totals 44.1 16.6

3

Effective workforce planning will be a significant initiative going forward. Welland Hydro4

recognized the need to develop a strategy to replace linepersons as a result of two retirements in5

2008 and an aging workforce. As a result of the required four year training program, these6

apprentice positions must be introduced on a timely basis. Welland Hydro hired two apprentice7

linepersons in early 2007. As pointed out in the above tables, the average age of the two new8

line apprentices is 26 years of age. An additional apprentice lineperson has been included in9

each of the 2008 Bridge Year and 2009 Test Year.10

Change In Workforce Year Over Year:11

Table 7 in Exhibit 4, Tab 2, Schedule 6 shows Welland Hydro’s FTE headcount for 2006 Actual12

(36), 2007 Actual (37), 2008 Bridge Year (40), and 2009 Test Year (42).13

14
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2007 Actual versus 2006 Actual1

The FTE employees increased from 36 to 37 in 2007. The increase of two apprentice2

linepersons in 2007 was offset by significant long term absences from existing linemen due to3

illness and rehabilitation after surgeries. This was an additional factor in Welland Hydro’s4

decision to implement two apprentice lineperson positions despite the fact that the expenses were5

not covered in current rates. The actual increase in employees was the result of hiring a6

Regulatory Analyst to work in the accounting department. This person was on contract during7

2006 and expenses were included in account 5630 Outside Services Employed. Before the8

introduction of this position, the accounting department consisted of the Director, an Accounts9

Payable clerk, and a Payroll/Accounting Assistant. Welland Hydro determined that the skill10

level in the accounting department needed to be upgraded to deal with accounting developments11

(IFRS), regulatory issues as well as the increased work load.12

2008 Bridge Year versus 2007 Actual13

The FTE employees increased from 37 to 40 in 2008. Two of the three increases are related to14

linepersons as follows:15

2007 Apprentices (no extended absences budgeted) 216

2008 New Lineman-Certified 117

2008 New Apprentice Lineman 118

2008 Retirees-Certified Linemen (2)19

Net Increase Linemen 220

As indicated previously, Welland Hydro must continue to move forward with the training of new21

linemen in order to have a skilled workforce in place prior to retirement of certified linemen in22

the next five years. The third addition to headcount in 2008 is the addition of a GIS Design23

Technician/Inspector in the Engineering Department. This position was added to move forward24

with the plan to map the current distribution system using GIS technologies.25
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2009 Test Year versus 2008 Bridge Year1

The FTE employees will increase from 40 to 42 in 2009. A fourth apprentice lineperson will be2

added as part of the plan to replace Welland Hydro’s existing skilled force. This plan will be3

reviewed in 2011 to determine if any additional changes are required. In addition, a4

Conservation and Demand analyst will be added in 2009. CDM will play a key part in meeting5

Ontario’s electricity requirements in the future along with the implementation of smart meters.6

Currently, Welland Hydro is working with the Niagara Erie Power Alliance (“NEPA”) group of7

distributors to implement conservation programs offered through the OPA. The Director of8

Customer Service is currently responsible for coordinating Conservation and Demand activities9

at Welland Hydro with assistance from the accounting and IT departments. The importance of10

Conservation and Demand and the increased work load involved require the dedication of a full11

time position.12

Net Increase in FTE Employees13

The following outlines the increase in employees since the 2006 Board Approved EDR:14

FTE 2006 Actual/Board Approved 3615

Net Increase in Apprentice/Linemen (Union) 316

GIS Technician Engineering (Union) 2008 117

Regulatory/Accounting Analyst (Salary) 2007 118

Conservation & Demand Analyst (Salary) 2009 119

FTE 2009 Test Year 4220

21
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Welland Hydro’s Compensation/Performance System1

Union2

Welland Hydro’s unionized staff is represented by the IBEW Local 636. A formal set of3

contract negotiations was recently conducted and resulted in a new three year collective4

agreement effective April 1, 2008. The settlement included annual wage increases of 3% per5

year beginning in 2008 and improvements to the benefits package. Welland Hydro’s pay rates6

are competitive with other LDCs in the Niagara Region.7

Executive/Management8

In April 2006, Welland Hydro implemented a new Management Performance & Compensation9

Plan for all salaried employees. The plan was developed by the Compensation Committee was10

the assistance of an outside consulting firm, DONCO Resources. Finalized job descriptions were11

evaluated using the MEA/Hay Evaluation Plan and placed in pay bands ensuring internal equity.12

Pay market data was collected from Ontario’s LDCs and National/Regional Salary Surveys. A13

draft pay grid was developed from the available information and approved by the Compensation14

Committee.15

Individual job performance is aligned with the Welland Hydro’s vision, mission, and goals. A16

Management Performance Plan with quarterly and annual targets is developed as part of the17

annual business plan. Actual performance compared to target is reviewed by senior management18

and the Board of Directors on a quarterly basis and used by the Compensation Committee as a19

basis for management compensation.20

Benefits21

A comprehensive and competitive benefits package exists which includes medical insurance, life22

insurance, vacation and a company-sponsored retirement plan. The plans are designed to address23

the health and welfare needs of the employee population with similar plans for both union and24

management employees.25
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Employee Compensation and Benefits:1

Welland Hydro’s employee complement, compensation and benefits are set out in Table 7,2

below.3

Table 74

Welland Hydro – Employee Complement and Compensation5

Number of Employees (FTEs) 2006 2007 2008 2009
Executive 1 1 1 1
Management 11 12 12 13
Non-Union 0 0 0 0
Union 24 24 27 28
Total 36 37 40 42

Number of Part Time Employees 2006 2007 2008 2009
Executive 0 0 0 0
Management 0 0 0 0
Non-Union 1 1 1 1
Union 0 0 0 0
Total 1 1 1 1

Total Compensation 2006 2007 2008 2009
Executive/Management-Base 951,334 1,090,544 1,140,550 1,237,378
Executive/Management-Overtime 6,113 10,747 0 0
Executive/Management-Benefits 194,985 246,065 251,634 273,498
Non Union-Base 18,485 31,526 35,902 36,802
Non Union-Overtime 0 0 0 0
Non Union-Benefits 1,583 2,936 3,408 3,574
Union-Base 1,320,841 1,372,664 1,545,656 1,688,863
Union-Overtime 70,033 70,681 77,585 94,529
Union-Benefits 334,586 370,270 430,471 454,084
Total 2,897,960 3,195,433 3,485,206 3,788,728

Compensation - Average Yearly Base
Wages

2006 2007 2008 2009

Executive/Management-Base 79,278 83,888 87,735 88,384
Non-Union 18,485 31,526 35,902 36,802
Union 55,035 57,194 57,247 60,317
Total 61,910 65,651 66,393 68,908

6
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Table 71

Welland Hydro – Employee Complement and Compensation2

Compensation - Average Yearly
Overtime

2006 2007 2008 2009

Executive/Management-Base 509 827 0 0
Non-Union 0 0 0 0
Union 2,918 2,945 2,874 3,376
Total 2,058 2,143 1,892 2,198

Compensation - Average Yearly
Incentive

2006 2007 2008 2009

Executive/Management-Base
Non-Union
Union

Compensation - Average Yearly
Benefits

2006 2007 2008 2009

Executive/Management-Base 16,249 18,928 19,356 19,536
Non-Union 1,583 2,936 3,408 3,574
Union 13,941 15,428 15,943 16,217
Total 14,356 16,297 16,720 17,004

Total Compensation 2006 2007 2008 2009
Salary, Wages & Benefits Charged to
OM&A

2,366,991 2,783,103 3,035,991 3,313,407

Salary, Wages & Benefits Charged to
Third Party

154,261 131,429 120,363 126,007

Salary, Wages & Benefits Charged to
Associates

78,920 72,040 70,722 75,193

Salary, Wages & Benefits Charged to
Capital

297,788 208,861 258,130 274,121

Total 2,897,960 3,195,433 3,485,206 3,788,728
3

4
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OMERS Pension Expense and Post Retiree Benefits:1

OMERS Pension Expense:2

Welland Hydro’s employees are members of the Ontario Municipal Employees Retirement3

System ("OMERS"). Accordingly, Welland Hydro has provided the OMERS pension premium4

information for 2006 Actual, 2007 Actual, 2008 Bridge Year, and the 2009 Test Year in Table 85

below. OMERS pension premiums from January 1, 2006 to April 30, 2006 were deferred to6

account 1508 for recovery at a later date have been recorded as an adjustment.7

8
Table 89

Pension Premium Information10

11

2006 2007 2008 2009
Pension Actual Actual Bridge Yr Test Yr

Premiums Paid $172,261 $186,017 $201,084 $219,763

Adjustments -55,539 0 0 0

Pension Expense $116,722 $186,017 $201,084 $219,763

12

13

Post-Retirement Benefits - Liability:14

Welland Hydro has provided post-retirement benefits accounting information as required and has15

included the change in Post-Retirement expense for 2006 Actual, 2007 Actual, 2008 Bridge16

Year, and 2009 Test Year, in Table 9 below.17

18
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Post-Retirement Benefits - Premiums:1

Welland Hydro pays certain health, dental, and life insurance benefits on behalf of its retired2

employees. Actual premiums paid for 2006 Actual, 2007 Actual, 2008 Bridge Year, and 20093

Test Year, are shown in Table 9 below.4

5
Table 96

Post-Retirement Benefit Information7

2006 2007 2008 2009
Post Retirement Benefits Actual Actual Bridge Yr Test Yr

Premiums Paid $69,927 $66,547 $64,924 $71,160

Change in Liability Account 45,264 46,140 46,140 46,140

Post Retirement
Benefit Expense $115,191 $112,687 $111,064 $117,300

8
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DEPRECIATION, AMORTIZATION AND DEPLETION:1

Amortization on capital assets is calculated as follows:2

 Welland Hydro uses the pooling of assets for all fixed assets with the exception of Computer3

Equipment/Software, Automotive Equipment, Furniture & Equipment, Communication4

Equipment, and Capital Tools. Amortization is calculated on a straight line basis over the5

estimated remaining useful life of the assets at the end of the previous year; plus:6

 Normally a full year’s amortization is taken on capital additions during the current year. For7

this rate application Welland Hydro used the half year rule for calculating depreciation8

expense for the 2009 Test Year.9

 Depreciation rates are in line with rates set out in the APH. A summary of those rates is as10

follows:11

Buildings 2.0%12

Substations 3.3%13

Poles, Towers, Fixtures 4.0%14

Overhead Conductors 4.0%15

Underground Conduit 4.0%16

Metering 4.0%17

Furniture & Equipment 10.0%18

Computer Hardware/Software 20.0%19

Automotive Equipment 12.5%20

Contributed Capital 4.0%21

22

Details of Welland Hydro’s depreciation by account number are provided in the Fixed Asset23

Continuity Schedule in Exhibit 2, Tab 2, Schedule 1.24



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 4
Tab 2

Schedule 8
Page 1 of 3

Filed: August 15, 2008

DETERMINATION OF LOSS ADJUSTMENT FACTORS:1

Total Loss Factor:2

Welland Hydro has calculated the total loss factor to be applied to customers’ consumption based3

on the average wholesale and retail kWh for the years 2005 to 2007. The calculations are4

summarized in Table 10 below.5

Table 106
Total Loss Factor Calculations7

Description 2005 2006 2007 Total

A "Wholesale" kWh IESO plus Load Transfers 521,053,330 488,648,547 494,226,850 1,503,928,727

B "Wholesale" kWh for Large Use customer(s) 126,436,506 107,352,708 86,680,919 320,470,133

C Net "Wholesale" kWh (A)-(B) 394,616,824 381,295,839 407,545,931 1,183,458,594

D "Retail" kWh (Distributor) 500,161,172 474,256,215 471,579,463 1,445,996,850

E "Retail" kWh for Large Use Customer(s) 125,172,141 106,279,181 85,814,110 317,265,432

F Net "Retail" kWh (D)-(E) 374,989,031 367,977,034 385,765,353 1,128,731,418

G Loss Factor [(C)/(F)] 105.23% 103.62% 105.65% 104.85%

H Distribution Loss Adjustment Factor (3 year avg.) 104.85%

Supply Facility Loss Factor 100.45% 100.45% 100.45% 100.45%

Supply Facility Loss Adjustment Factor (3 year avg.) 100.45%

Total Loss Factor 1.0532

Calculation for distribution loss adjustment factors

8

9

Supply Facility Loss Factor:10

The supply facility loss factor (the “SFLF”) calculation is shown in Table 11 and represents the11

losses on supply to Welland Hydro. The SFLF is calculated on the measured quantities between12

the transformer stations and the wholesale meter points. The SFLF is used in the calculations of13

the total loss factor above.14

15
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Table 111
Supply Facility Loss Factor2

3
Full Year Full Year Full Year

2005 2006 2007 Total

"Wholesale" kWh IMO With Losses 521,053,330 488,648,547 494,226,850 1,503,928,727
"Wholesale" kWh IMO No Losses 518,719,094 486,459,479 492,012,792 1,497,191,366
Supply Facility Loss Factor 0.00450 0.00450 0.00450 0.00450

Description

4

5

Total Loss Factor by Class:6

Table 12 sets out the class-specific Loss Factors used by Welland Hydro in the calculation of7

commodity and other non-distribution charges.8

Table 129
Total Loss Factor by Class10

Total Utility Loss Adjustment Factor LAF

Supply Facility Loss Factor 1.0045

Distribution Loss Factor

Distribution Loss Factor - Secondary Metered Customer < 5,000kW 1.0485
Distribution Loss Factor - Primary Metered Customer < 5,000kW 1.0380

Total Loss Factor

Total Loss Factor - Secondary Metered Customer < 5,000kW 1.0532
Total Loss Factor - Secondary Metered Customer > 5,000kW 1.0145

Total Loss Factor - Primary Metered Customer < 5,000kW 1.0427
Total Loss Factor - Primary Metered Customer > 5,000kW 1.004511

12
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Materiality Analysis on Distribution Losses:1

Welland Hydro’s Distribution Loss Adjustment factor is 4.85%. Pursuant to the Filing2

Requirements, as the Distribution Loss Adjustment factor is less than 5%, Welland Hydro is not3

required to provide a explanation of, or justification for, its loss adjustment factor. However,4

Welland Hydro would like to point out that this is a significant reduction from the Distribution5

Loss Adjustment factor of 5.52% incorporated into its current rates.6
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TAX CALCULATIONS:1

Welland Hydro’s detailed tax calculations using the most recent tax rates are provided in the2

following Table 13.3

Table 134
Tax Calculations5

6
Description 2006 Board

Approved
2008

Bridge
2009 Test

Determination of Taxable Income

Utility Income Before Taxes 1,473,721 423,857 1,573,127

Book to Tax Adjustments

Additions to Accounting Income:

Depreciation and amortization 1,503,391 1,718,187 1,721,827
Income or Loss for tax Purposes-joint ventures or
partnerships

3,653 0 0

Loss on disposal of assets 26,000 0 0
Charitable donations 2,000 12,000 12,000
Ontario Tax credits 321 0 0
Employee Benefit Plans - accrued, not paid 0 0 0
Meals & entertainment / Mileage 3,000 2,500 2,600
Non-deductible club fees and dues 0 0 0
Taxable Capital Gains 0 0 0
Tax reserves beginning of year 672,871 170,989 173,154
Reserves from financial statements -balance at year
end

110,680 1,586,167 1,632,307

Regulatory asset write-downs and recoveries 0 0 0
Excess Interest Expense 0 599 0
Debt financing expenses for book purposes 0 0 0
Total Additions 2,321,916 3,490,442 3,541,888

Deductions from Accounting Income:

Capital Cost Allowance 1,081,850 1,431,404 1,590,579
Gain on disposal of assets per financial statements 0 0 0
Cumulative eligible capital deduction 155,563 123,623 114,970
Tax reserves end of year 617,871 173,154 173,154
Reserves from financial statements balance at
beginning of year

564,474 1,540,027 1,586,167

Amortization of Capitalized Fleet Depreciation 0 0 0
Deductible expenses capitalized for accounting
purposes

72,682 0 0

ITC Booked in Accounting Income 0 0 0
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Total Deductions 2,492,440 3,268,208 3,464,869

Deductions from Accounting Income:

Charitable donations from Schedule 2 (12,000) (12,000)

Ontario Capital Tax Paid (25,792) (27,730)

Regulatory Taxable Income 1,303,197 608,299 1,610,416

Corporate Income Tax Rate 30.2335% 33.5000% 33.0000%

Regulatory Income Tax 394,002 203,780 531,437

Calculation of Utility Income Taxes

Income Taxes 394,002 203,780 531,437
Large Corporation Tax 0 0 0
Ontario Capital Tax 57,116 25,792 27,730
Total Taxes 451,118 229,572 559,167

Tax Rates

Federal Tax 22.120% 19.500% 19.000%
Federal Surtax 0.000% 0.000% 0.000%
Provincial Tax 8.114% 14.000% 14.000%
Total Tax Rate 30.234% 33.500% 33.000%

Calculation of Large Corporation Tax

Total Rate Base 30,129,999 26,462,961 27,324,488
Less: Exemption 50,000,000 50,000,000 50,000,000
Taxable Capital 0 0 0

LCT Rate 0.125% 0.000% 0.000%

Subtotal 0 0 0
Federal Surtax 0 0 0
Large Corporation Tax 0 0 0

Calculation of Ontario Capital Tax

Total Rate Base 29,038,562 26,462,961 27,324,488
Less Exemption 10,000,000 15,000,000 15,000,000
Taxable Capital /Deemed taxable capital 19,038,562 11,462,961 12,324,488

OCT Rate 0.300% 0.225% 0.225%
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Ontario Capital Tax 57,116 25,792 27,730

Summary of Income Taxes

Description 2006 Board
Approved

2008
Bridge

2009 Test

Income Taxes 394,002 203,780 531,437
Large Corporation Tax 0 0 0
Ontario Capital Tax 57,116 25,792 27,730
Total Taxes 451,118 229,572 559,167

1
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INTEREST EXPENSE:1

Welland Hydro has calculated interest expense in accordance with the Filing Requirements.2

Table 14 below summarizes the interest calculations based on Welland Hydro’s deemed3

debt/equity ratios and deemed interest rates.4

Table 145
Deemed Interest Expense6

7
2006 2006 2007 2008 2009

Board Full Yr Full Yr Bridge Test
Approved Actual Actual Year Year

($) ($) ($) ($) ($)

Long Term Debt Deemed Percentage 50.0% 50.0% 50.0% 53.3% 52.7%

Short Term Debt Deemed Percentage 0.0% 0.0% 0.0% 0.0% 4.0%

Equity Deemed Percentage 50.0% 50.0% 50.0% 46.7% 43.3%

Long Term Debt Deemed 11,979,675 12,557,269 12,840,366 14,104,758 14,400,005

Short Term Debt Deemed 0 0 0 0 1,092,980

Equity Deemed 11,979,675 12,557,269 12,840,366 12,358,203 11,831,503

Utility Rate Bases 23,959,349 25,114,538 25,680,732 26,462,961 27,324,488

Long Term Debt Return % 6.25% 6.25% 6.25% 6.25% 6.25%

Short Term Debt Return % 0.00% 0.00% 0.00% 0.00% 4.47%

Long Term Debt Regulated Return 748,730 784,829 802,523 881,547 900,000

Short Term Debt Regulated Return 0 0 0 0 48,856

Deemed Interest Expense 748,730 784,829 802,523 881,547 948,857

8
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CAPITAL COST ALLOWANCE:1

Welland Hydro is providing Capital Cost Allowance continuity schedules for the 2008 Bridge2

Year (Table 14) and the 2009 Test Year (Table 15) as follows:3
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2008 Bridge Year Capital Cost Allowance: Table 141
2

Class Class Description

UCC Prior Year

Ending Balance

Less: Non-

Distribution

Portion

Less:

Disallowed

FMV

Increment

UCC Bridge

Year Opening

Balance Additions Disposals

UCC Before 1/2

Yr Adjustment

1/2 Year Rule

{1/2 Additions

Less Disposals}

Reduced

UCC Rate % CCA

UCC Ending

Balance

1 Distribution System - 1988 to 22-Feb-2005 19,465,370 0 0 19,465,370 0 0 19,465,370 0 19,465,370 4% 778,615 18,686,755
2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0
6 Buildings (No footings below ground) 0 0 0 0 0 0 0 0 0 10% 0 0
8 General Office/Stores Equip 367,332 0 0 367,332 354,370 0 721,702 177,185 544,517 20% 108,903 612,799
10 Computer Hardware/ Vehicles 176,574 0 0 176,574 210,000 0 386,574 105,000 281,574 30% 84,472 302,102
10.1 Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0
12 Computer Software 20,721 0 0 20,721 49,000 0 69,721 24,500 45,221 100% 45,221 24,500
13 1 Lease # 1 0 0 0 0 - 0 0 0 0 20% 0 0
13 2 Lease #2 0 0 0 0 0 0 0 0 0 0 0
13 3 Lease # 3 0 0 0 0 0 0 0 0 0 0 0
13 4 Lease # 4 0 0 0 0 0 0 0 0 0 0 0
14 Franchise 0 0 0 0 0 0 0 0 0 0 0

17

New Electrical Generating Equipment Acq'd after Feb

27/00 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0

43.1

Certain Energy-Efficient Electrical Generating

Equipment 0 0 0 0 0 0 0 0 0 30% 0 0

45 Computers & Systems Hardware acq'd post Mar 22/04 21,942 0 0 21,942 0 0 21,942 0 21,942 45% 9,874 12,068

55 Computers & Systems Hardware acq'd post Mar 19/07 6,926 0 0 6,926 40,600 0 47,526 20,300 27,226 55% 14,974 32,552

46

Data Network Infrastructure Equipment (acq'd post Mar

22/04) 0 0 0 0 0 0 0 0 0 30% 0 0
47 Distribution System - post 22-Feb-2005 4,081,802 4,081,802 1,570,000 0 5,651,802 785,000 4,866,802 8% 389,344 5,262,458

SUB-TOTAL - UCC 24,140,667 0 0 24,140,667 2,223,970 0 26,364,637 1,111,985 25,252,652 1,431,404 24,933,233

CEC Goodwill 0 0 0 0
CEC Land Rights 0 0 0 0
CEC FMV Bump-up 1,766,045 0 0 1,766,045

SUB-TOTAL - CEC 1,766,045 0 0 1,766,0453
4
5
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2008 Bridge Year Capital Cost Allowance: Table 141
2

1,766,045

0

0

0 x 3/4 = 0

0 x 1/2 = 0

0 1,766,045

0 0

1,766,045

0

0 x 3/4 = 0 1,766,045

1,766,045

7% 123,623

1,642,422

Cost of Eligible Capital Property Acquired during the year

Cumulative Eligible Capital

Additions:

Other Adjustments

Subtotal

Amount transferred on amalgamation or wind-up of subsidiary

Subtotal

Deductions:

Cumulative Eligible Capital Balance

CEC Deduction

Subtotal

Cumulative Eligible Capital - Closing Balance

Cumulative Eligible Capital Calculation

Projected proceeds of sale (less outlays and expenses not otherwise deductible)

from the disposition of all ECP during the year

Non-taxable portion of a non-arm's length transferor's gain realized on the transfer

of an ECP to the Corporation after Friday December 31, 2002

Other Adjustments

3
4
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2009 Test Year Capital Cost Allowance: Table 151
2

Class Class Description

UCC Prior Year

Ending Balance

Less: Non-

Distribution

Portion

Less:

Disallowed

FMV

Increment

UCC Bridge

Year Opening

Balance Additions Disposals

UCC Before 1/2

Yr Adjustment

1/2 Year Rule

{1/2 Additions

Less Disposals}

Reduced

UCC Rate % CCA

UCC Ending

Balance

1 Distribution System - 1988 to 22-Feb-2005 18,686,755 0 0 18,686,755 0 0 18,686,755 0 18,686,755 4% 747,470 17,939,285
2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0
6 Buildings (No footings below ground) 0 0 0 0 0 0 0 0 0 10% 0 0
8 General Office/Stores Equip 612,799 0 0 612,799 599,500 0 1,212,299 299,750 912,549 20% 182,510 1,029,789
10 Computer Hardware/ Vehicles 302,102 0 0 302,102 0 0 302,102 0 302,102 30% 90,631 211,471
10.1 Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0
12 Computer Software 24,500 0 0 24,500 35,000 0 59,500 17,500 42,000 100% 42,000 17,500
13 1 Lease # 1 0 0 0 0 0 0 0 0 0 20% 0 0
13 2 Lease #2 0 0 0 0 0 0 0 0 0 0 0
13 3 Lease # 3 0 0 0 0 0 0 0 0 0 0 0
13 4 Lease # 4 0 0 0 0 0 0 0 0 0 0 0
14 Franchise 0 0 0 0 0 0 0 0 0 0 0

17

New Electrical Generating Equipment Acq'd after Feb

27/00 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0

43.1

Certain Energy-Efficient Electrical Generating

Equipment 0 0 0 0 0 0 0 0 0 30% 0 0

45 Computers & Systems Hardware acq'd post Mar 22/04 12,068 0 0 12,068 0 0 12,068 0 12,068 45% 5,431 6,637

45.1 Computers & Systems Hardware acq'd post Mar 19/07 32,552 0 0 32,552 28,500 0 61,052 14,250 46,802 55% 25,741 35,311

46

Data Network Infrastructure Equipment (acq'd post Mar

22/04) 0 0 0 0 0 0 0 0 0 30% 0 0
47 Distribution System - post 22-Feb-2005 5,262,458 5,262,458 1,895,000 0 7,157,458 947,500 6,209,958 8% 496,797 6,660,661

SUB-TOTAL - UCC 24,933,233 0 0 24,933,233 2,558,000 0 27,491,233 1,279,000 26,212,233 1,590,579 25,900,655

CEC Goodwill 0 0 0 0
CEC Land Rights 0 0 0 0
CEC FMV Bump-up 1,642,422 0 0 1,642,422

SUB-TOTAL - CEC 1,642,422 0 0 1,642,4223
4
5
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2009 Test Year Capital Cost Allowance: Table 151
2

1,642,422

0

0

0 x 3/4 = 0

0 x 1/2 = 0
0 1,642,422

0 0

1,642,422

0

0 x 3/4 = 0 1,642,422

1,642,422

7% 114,970

1,527,452Cumulative Eligible Capital - Closing Balance

Cumulative Eligible Capital Calculation

Projected proceeds of sale (less outlays and expenses not otherwise deductible)

from the disposition of all ECP during the year

Non-taxable portion of a non-arm's length transferor's gain realized on the transfer

of an ECP to the Corporation after Friday December 31, 2002

Other Adjustments

Deductions:

Cumulative Eligible Capital Balance

CEC Deduction

Subtotal

Amount transferred on amalgamation or wind-up of subsidiary

Subtotal

Other Adjustments

Subtotal

Cost of Eligible Capital Property Acquired during the year

Cumulative Eligible Capital

Additions:

3



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 5
Index

Page 1 of 1
Filed: August 15, 2008

Exhibit Tab Schedule Appendix Contents

5 – Deferral and
Variance Accounts

1 1 Description of Deferral and Variance
Accounts & Balances

2 Accounts Requested for Disposition by
way of a Deferral and Variance Account
Rate Rider

3 Methods of Disposition of Accounts

4 Proposed Rates and Bill Impacts



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 5
Tab 1

Schedule 1
Page 1 of 5

Filed: August 15, 2008

DESCRIPTION OF DEFERRAL AND VARIANCE ACCOUNTS & BALANCES:1

This Schedule contains descriptions of Deferral and Variance Accounts (“DVAs”) currently used2

by Welland Hydro and their balances as at December 31, 2007.3

RSVA/RCVA ACCOUNTS4

1588 Retail Settlement Variance Account – Power5

Description: This account is used to recover the net difference between the energy6

amount billed to customers and the energy charge to Welland Hydro using the settlement7

invoice from the Independent Electricity System Operator (“IESO”).8

1588 Retail Settlement Variance Account - Power, Sub-account Global Adjustments9

Description: This account is used to recover the net difference between the provincial10

benefit amount billed to customers and the global adjustment charge to Welland Hydro11

using the settlement invoice from the IESO.12

1580 Retail Settlement Variance Account - Wholesale Market Service Charges13

Description: This account is used to record the net of the amount charged by the IESO14

based on the settlement invoice for the operation of the IESO-administered markets and15

the operation of the IESO-controlled grid, and the amount billed to customers using the16

OEB-approved Wholesale Market Service Rate.17

1582 Retail Settlement Variance Account - One-time Wholesale Market Service18

Description: This account is used to record the net of non-recurring amounts not included19

in the Wholesale Market Service Rate charged by the IESO based on the settlement20

invoice and the amount charged to customers for the same services using the OEB-21

approved rate.22
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1584 Retail Settlement Variance Account - Retail Transmission Network Charges1

Description: This account is used to record the net of the amount charged by the IESO,2

based on the settlement invoice for transmission network services, and the amount billed3

to customers using the OEB-approved Transmission Network Charge.4

1586 Retail Settlement Variance Account - Retail Transmission Connection Charges5

Description: This account is used to record the net of the amount charged by the IESO,6

based on the settlement invoice for transmission connection services, and the amount7

billed to customers using the OEB-approved Transmission Connection Charge.8

9

NON RSVA/RCVA ACCOUNTS10

11
1508 Other Regulatory Assets12

Description: This account includes amounts of regulatory-created assets, not included in13

other accounts, resulting from the ratemaking actions of the OEB.14

1508 Other Regulatory Assets - Sub-account OEB Cost Assessments15

Description: This account includes amounts paid for OEB Cost Assessment for the period16

January 1, 2004 to April 30, 2006 in excess of amounts previously included in rates17

(1999 OEB costs).18

1508 Other Regulatory Assets - Sub-account Pension Contributions19

Description: This account includes amounts paid for OMERS pension expense for the20

period January 1, 2004 to April 30, 2006 not included in rates.21

1525 Miscellaneous Deferred Debits22

Description: This account includes all debits not elsewhere provided for which will23

benefit future periods are carried forward and charged to expense over the term of the24

benefit. Specifically, Customer Information System expenses with respect to Ontario25

Price Credit (“OPC”) rebate cheques are tracked in this account.26
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1555 Smart Meter Capital and Recovery Offset Variance1

Description: This account records the net of the amounts paid for capitalized direct costs2

related to the smart meter program and the amounts charged to customers using the OEB-3

approved smart meter rate rider.4

1556 Smart Meter OM&A Variance5

Description: This account records the incremental operating, maintenance, amortization6

and administrative expenses directly related to smart meters.7

1562 Deferred Payments in Lieu of Taxes8

Description: This account records the amount resulting from the OEB-approved PILs9

methodology for determining the 2001 deferral account allowance and the PILs proxy10

amount determined for 2002 and subsequent periods ending April 30, 2006.11

1574 Deferred Rate Impact Amounts12

Description: As authorized by the OEB in its decision in EB-2007-0663 (PILs), this13

account shall be used to record the difference between the revised Distribution Rates and14

actual Distribution Rates charged to customers for the period October 1, 2007 to January15

31, 2008. As this amount was not known for year end there was no balance in this16

account as at December 31, 2007. An entry was made in June 2008 to record $124,132 in17

deferred revenue.18

1590 Recovery of Regulatory Asset Balances19

Description: This account records the net of amounts collected from customers from the20

2006 EDR Regulatory Asset filing. This Regulatory Asset rate rider is being removed21

from Distribution Rates effective May 1, 2008. Separate sub-accounts are maintained for22

expenses, interest, and recovery amounts. Welland Hydro is currently forecasting that23

this account will have a minimal balance once invoicing is completed for power24

consumed up to April 30, 2008.25
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1589 Regulatory Asset Allowance1

This account was set up by Welland Hydro to reserve for the balance in Utility Deferral2

Accounts until decisions were made concerning similar accounts at other Distributors3

who filed 2008 rate applications. This reserve was reversed in 2008.4

5
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Welland Hydro Electric System Corp.

December 31, 2007 Regulatory Assets
Table 1

Account Description

RSVA/RCVA

RSVA - Power 1588-0 (903,150)$ (19,272)$ (922,423)$

RSVA - Power Global Adjustment 1588-1 (18,626)$ (40,460)$ (59,086)$

RSVA - Wholesale Market Service Charge 1580 (868,191)$ (16,333)$ (884,524)$

RSVA - One-time Wholesale Market Service 1582 37,163$ 3,735$ 40,898$

RSVA - Retail Transmission Network Charge 1584 392,602$ 31,599$ 424,201$

RSVA - Retail Transmission Connection Charge 1586 174,980$ 10,549$ 185,529$

Total RSVA Variance Accounts & Interest (1,185,223)$ (30,182)$ (1,215,405)$

NON RSVA/RCVA

Other Regulatory Assets - OEB Cost Assessments 1508-1 27,095$ 6,943$ 34,038$

Other Regulatory Assets - Pensions 1508-2 206,737$ 18,279$ 225,016$

Miscellaneous Deferred Debits 1525 11,871$ 707$ 12,578$

Smart Meters Revenue and Capital 1555 (109,992)$ (3,565)$ (113,557)$

Smart Meter Expenses 1556 14,070$ 14,070$

Deferred Payments in Lieu of Taxes 1562 (2,757)$ 4,965$ 2,208$

Deferred Rate Impact Amounts 1574 -$ -$ -$

Recovery of Regulatory Asset Balances 1590 360,323$ 45,326$ 405,649$

Regulatory Asset Allowance 1589 (271,632)$ (271,632)$

Total RSVA Variance Accounts & Interest 235,714$ 72,656$ 308,370$

Total Regulatory Assets (949,509)$ 42,474$ (907,035)$

Interest to

Dec31-07

Total Principal

& Interest

Principal Amounts

as of Dec-31 2007

Account

Number

ACCOUNT BALANCES1

The following Table 1 contains account balances from the 2007 Audited Financial Statements as2

at December 31, 2007.3
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ACCOUNTS REQUESTED FOR DISPOSITION BY WAY OF A DEFERRAL AND1
VARIANCE ACCOUNT RATE RIDER:2

The OEB has indicated in the decision for Norfolk Power (EB-2007-0753) and other distributors3

that the OEB is of the view that it is appropriate to defer the disposition of RSVA and RCVA4

accounts until the completion of the announced generic review of these accounts.5

As a result, Welland Hydro is requesting only the disposition of the following non-6

RSVA/RCVA Accounts:7

1508 Other Regulatory Assets - Sub-account OEB Cost Assessments8

Disposal of balances as at April 30, 2009 over a three-year period is requested.9

Method of recovery: Allocation to rate classes on basis of distribution revenue.10

1508 Other Regulatory Assets - Sub-account Pension Costs11

Disposal of balances as at April 30, 2009 over a three-year period is requested.12

Method of recovery: Allocation to rate classes on basis of distribution revenue.13

1525 Miscellaneous Deferred Debits14

Disposal of balances as at April 30, 2009 over a three-year period is requested.15

Method of Recovery: Allocation to rate classes on basis of distribution revenue.16

1574 Deferred Revenue17

Disposal of balances recorded in June 2008 over a three-year period is requested.18

Method of Recovery: Allocation to rate classes on basis of distribution revenue.19

The balances as of December 31, 2007 (1574 June/08) and the forecasted interest through April20

30, 2009 are presented in the following table. The Annual Interest Rate of 4.29% is based on the21

average quarterly actual and forecasted rates between January 1, 2008 and April 30, 2009. The22

first quarter of 2008 was at 5.19% with the four remaining quarters forecast at 4.08%. The total23

amount the of variance requested for disposition is $416,929.24
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Welland Hydro Electric System Corp.

Accounts Requested for Disposition
Table 2

Account Description

RSVA - Wholesale Market Service Charge 1580 -$ -$ -$ -$ -$

RSVA - One-time Wholesale Market Service 1582 -$ -$ -$ -$ -$

RSVA - Retail Transmission Network Charge 1584 -$ -$ -$ -$ -$

RSVA - Retail Transmission Connection Charge 1586 -$ -$ -$ -$ -$

RSVA - Power 1588 -$ -$ -$

RSVA/RCVA Sub-Totals -$ -$ -$ -$ -$

Other Regulatory Assets - OEB Assesments 1508 27,095$ 6,943$ 1,163$ 388$ 35,589$

Other Regulatory Assets - Pension 1508 206,737$ 18,279$ 8,873$ 2,958$ 236,847$

Deferred Regulatory 1525 11,871$ 707$ 509$ 170$ 13,257$

Retail Cost Variance Account - STR 1548 -$ -$ -$

Smart Meters Revenue and Capital 1555 -$ -$ -$ -$ -$

Smart Meter Expenses 1556 -$ -$ -$ -$ -$

Deferred Revenue 1574 124,132$ 5,328$ 1,776$ 131,236$

Other Deferred Credits 2425 -$ -$ -$

NON RSVA/RCVA Sub-Totals 369,834$ 25,930$ 15,873$ 5,291$ 416,929$

Totals per column 369,834$ 25,930$ 15,873$ 5,291$ 416,929$

Jan 1 08 - April 09

4.29%

Number of

Metered

Customers

RESIDENTIAL CLASS 162,194,309 19,512 19,512 4,890,882$

GENERAL SERVICE <50 KW CLASS 53,259,754 1,695 1,695 702,201$

GENERAL SERVICE >50 KW NON TIME OF USE

GENERAL SERVICE >50 KW TIME OF USE 441,430 162,260,470 180 180 779,035$

STANDBY

LARGE USER CLASS 256,593 85,814,110 2 2 456,174$

UNMETERED & SCATTERED LOADS 1,170,025 216 0 20,476$

SENTINEL LIGHTS 2,711 1,110,764 739 0 4,899$

STREET LIGHTING 13,086 4,688,349 6,581 0 22,937$

Totals 713,820 470,497,781 28,925 21,389 6,876,605$

Number of

Metered

Customers

RESIDENTIAL CLASS 0.0% 34.5% 67.5% 91.2% 71.1%
GENERAL SERVICE <50 KW CLASS 0.0% 11.3% 5.9% 7.9% 10.2%

GENERAL SERVICE >50 KW NON TIME OF USE 0.0% 0.0% 0.0% 0.0% 0.0%

GENERAL SERVICE >50 KW TIME OF USE 61.8% 34.5% 0.6% 0.8% 11.3%

STANDBY 0.0% 0.0% 0.0% 0.0% 0.0%

LARGE USER CLASS 35.9% 18.2% 0.0% 0.0% 6.6%

UNMETERED & SCATTERED LOADS 0.0% 0.2% 0.7% 0.0% 0.3%

SENTINEL LIGHTS 0.4% 0.2% 2.6% 0.0% 0.1%

STREET LIGHTING 1.8% 1.0% 22.8% 0.0% 0.3%
Totals 100% 100% 100% 100% 100%

Interest Jan1-

09 to Apr30-09

Interest Jan-

1 to Dec31-08

Dx RevenueAllocators kW kWhs Cust. Num.'s

Cust. Num.'s Dx Revenue

Total Claim

Annual interest rate:

Interest to

Dec31-07

2007 Data By Class

Principal Amounts

as of Dec-31 2007

Account

Number

kW kWhs

1
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METHODS OF DISPOSITION OF ACCOUNTS:1

The following Table shows the details and calculations of the proposed deferral and variance account rate rider by customer2
classification.3

TABLE 3 - METHOD OF DISPOSITION OF ACCOUNTS4

Deferral and Variance Accounts: Amount ALLOCATOR Residential

GS < 50

KW GS 50-4999 Large Use USL

Sentinel

Lighting

Street

Lighting Total

Other Regulatory Assets OEB Assesment- Account 1508 35,589$ Dx Revenue 25,312$ 3,634$ 4,032$ 2,361$ 106$ 25$ 119$ 35,589$

Other Regulatory Assets Pension- Account 1508 236,847$ Dx Revenue 168,454$ 24,186$ 26,832$ 15,712$ 705$ 169$ 790$ 236,847$

Deferred Regulatory Assets - Account 1525 13,257$ Dx Revenue 9,429$ 1,354$ 1,502$ 879$ 39$ 9$ 44$ 13,257$

Deferred Revenue - Account - 1574 131,236$ Dx Revenue 93,339$ 13,401$ 14,867$ 8,706$ 391$ 94$ 438$ 131,236$

Subtotal - Non RSVA, Variable 416,929$ 296,534$ 42,574$ 47,233$ 27,658$ 1,241$ 297$ 1,391$ 416,929$

Total to be Recovered 416,929$ 296,534$ 42,574$ 47,233$ 27,658$ 1,241$ 297$ 1,391$ 416,929$

Balance to be collected or refunded, Variable 416,929$ 296,534$ 42,574$ 47,233$ 27,658$ 1,241$ 297$ 1,391$ 416,929$

Number of years for Variable 3

Number of years for Fixed (Smart Meters) 3

Balance to be collected or refunded per year, Variable 138,976$ 98,845$ 14,191$ 15,744$ 9,219$ 414$ 99$ 464$ 138,976$

Class
Residential

GS < 50

KW GS 50-4999 Large Use USL

Sentinel

Lighting

Street

Lighting

Deferral and Variance Account Rate Riders, Variable
0.0006$ 0.0003$ 0.0357$ 0.0359$ 0.0004$ 0.0365$ 0.0354$

Billing Determinants kWh kWh kW kW kWh kW kW

5
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PROPOSED RATES AND BILL IMPACTS:1

The proposed rates and bill impacts that result from the disposal of the balances, as requested,2

are set out in Table 4 below.3

TABLE 44

PROPOSED RATES AND BILL IMPACTS5

RATE CLASS PROPOSED RATE BILL IMPACTS
Residential $0.0006/kWh 0.52%
GS<50 kW $0.0003/kWh 0.28%
GS 50 to 4,999 kW $0.0357/kW 0.12%
Large Use $0.0359/kW 0.09%
Street Lighting $0.0354/kW 0.08%
Sentinel Lighting $0.0365/kW 0.08%
Unmetered Scattered Load $0.0004/kWh 0.28%

6
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OVERVIEW:1

The purpose of this evidence is to summarize the method and cost of financing capital2

requirements for the 2009 test years.3

Capital Structure:4

Welland Hydro has a current deemed capital structure of 53.3% debt with a return of 6.25%, and5

46.7% equity with a return of 9% as approved in the 2008 IRM rate decision EB-2007-0855.6

Welland Hydro has prepared this rate application with a deemed capital structure of 52.7% Long7

Term Debt, 4% Short Term Debt, and 43.3% Equity to comply with the Report of the Board on8

Cost of Capital and 2nd Generation Incentive Regulation for Ontario Electricity Distributors9

dated December 20, 2006 (the “Cost of Capital Report”).10

Return on Equity:11

Welland Hydro is requesting a return on equity (“ROE”) for the 2009 Test year of 8.57% in12

accordance with the Cost of Capital Parameter Updates for 2008 Cost of Service Applications13

issued by the OEB on March 7, 2008. Welland Hydro understands that the OEB will be14

finalizing the ROE for 2009 rates based on January 2009 market interest rate information.15

Welland Hydro’s use of an ROE of 8.57% is without prejudice to any revised ROE that may be16

adopted by the OEB in early 2009.17

Cost of Debt: Long Term18

Welland Hydro is requesting a return on Long Term Debt for the 2009 Test Year of 6.25% which19

is the rate currently paid on an existing Long Term Loan ($13,499,453) with its shareholder the20

City of Welland. In the Cost of Capital Report the OEB determined “that for embedded debt the21

rate approved in prior Board decisions shall be maintained for the life of each active instrument,22

unless a new rate is negotiated, in which case it will be treated as new debt”.23
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Cost of Debt: Short Term1

Welland Hydro is requesting a return on Short Term Debt for the 2009 Test year of 4.47% in2

accordance with the Cost of Capital Parameter Updates for 2008 Cost of Service Applications3

issued by the OEB on March 7, 2008. Welland Hydro understands that the OEB will be4

finalizing the return on short term debt for 2009 rates based on January 2009 market interest rate5

information. Welland Hydro’s use of a Return on Short Term Debt of 4.47% is without6

prejudice to any revised ROE that may be adopted by the OEB in early 2009.7

Rate Base and Rate of Return8

Exhibit 6, Tab 1, Schedule 2 details Welland Hydro’s rate base, deemed debt/equity ratios,9

deemed rate of return, actual debt/equity ratios and actual rates of returns for 2006 Board10

Approved, 2006 Actual, 2007 Actual, 2008 Bridge Year Forecast, and 2009 Test Year Forecast.11
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TABLE 1 - CAPITAL STRUCTURE DEEMED & ACTUAL1

2006 Board Approved-Rate Base

Elements
Deemed
Dollars

Deemed
Return

Rate (%)
Deemed
Return $

Actual
Dollars

Debt to
Equity

(%)

Actual
Cost Rate

(%)

Long-term debt – 50% 11,979,674 6.25% 748.730

Short-term debt

Common equity - 50% 11,979,675 9.00% 1,078,170

Total Rate Base 23,959,349 7.625% 1,826,900

2006 Actual-Rate Base

Elements
Deemed
Dollars

Deemed
Return

Rate (%)
Deemed
Return $

Actual
Dollars

Debt to
Equity

(%)

Actual
Cost Rate

(%)

Long-term debt – 50% 12,557,269 6.25% 784,829 13,499,453 46.2% 6.25%

Customer Deposit-Long Term 451,851 1.5% Prime-2%

Short-term debt (Customer Deposit) 465,927 1.6% Prime-2%

Common equity - 50% 12,557,269 9.00% 1,130,154 14,797,561 50.7%

Total Rate Base 25,114,538 7.625% 1,914,893 29,214,792 100.0%

Actual Return-Income Statement 2,018,918

Actual Rate of Return on Equity 13.644%

2007 Actual-Rate Base

Elements
Deemed
Dollars

Deemed
Return

Rate (%)
Deemed
Return $

Actual
Dollars

Debt to
Equity

(%)

Actual
Cost Rate

(%)

Long-term debt – 50% 12,840,366 6.25% 802,523 13,499,453 46.8% 6.25%

Customer Deposit-Long Term 426,735 1.5% Prime-2%

Short-term debt (Customer Deposit) 602,582 2.1% Prime-2%

Common equity - 50% 12,840,366 9.00% 1,155,633 14,295,286 49.6%

Total Rate Base 25,680,732 7.625% 1,958,156 28,824,056 100.0%

Actual Return-Income Statement 97,725

Actual Rate of Return on Equity 0.684%

2008 Bridge-Rate Base
(Current Rates)

Elements
Deemed
Dollars

Deemed
Return

Rate (%)
Deemed
Return $

Forecast
Dollars

Debt to
Equity

(%)

Actual
Cost Rate

(%)

Long-term debt – 53.3% 14,104,758 6.25% 881,547 13,499,453 46.7% 6.25%

Customer Deposit-Long Term 426,735 1.5% Prime-2%

Short-term debt (Customer Deposit) 602,582 2.1% Prime-2%

Common equity – 46.7% 12,358,203 9.00% 1,112,239 14,348,604 49.7%

Total Rate Base 26,462,961 7.53% 1,993,786 28,877,392 100.0%

Actual Return-Income Statement 453,318

Actual Rate of Return on Equity 3.159%
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2009 Test –Rate Base
(Current Rates)

Elements
Deemed
Dollars

Deemed
Return

Rate (%)
Deemed
Return $

Forecast
Dollars

Debt to
Equity

(%)

Actual
Cost Rate

(%)

Long-term debt – 52.7% 14,400,005 6.25% 900,000 13,499,453 47.5% 6.25%

Customer Deposit-Long Term 426,735 1.5% Prime-2%

Short-term debt – 4%(Cust. Deposit) 1,092,980 4.47% 48,856 602,582 2.1% Prime-2%

Common equity – 43.3% 11,381,503 8.57% 1,013,960 13,939,710 48.9%

Total Rate Base 27,324,488 7.18% 1,962,816 28,468,480 100.0%

Actual Return-Income Statement (8,894)

Actual Rate of Return (0.0312%)

1
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ANALYSIS1

Actual Rate of Return2

The Actual ROE for 2006 requires adjustment for the reversal of a Regulatory Asset provision as3

follows:4

Net Income per Statement $2,018,9185

Adjustment for Provision (1,161,290)6

Revised Income for ROE $ 857,6287

Revised Return on Equity 5.8%8

As a result, Welland Hydro’s ROE in both 2006 (5.8%) and 2007 (0.7%) were well below the9

allowed deemed ROE. Other items affecting returns during this time period were increased10

payment of PILs due to Regulatory Asset Recovery, recovery of a previously written off large11

bad debt, and the sharing of loss carry forwards in rates which were eliminated in 2006. These12

loss carry forwards were the result of taxable income timing differences relating to Regulatory13

Assets and should not have been shared with customers. The interim rate increase as of October14

1, 2007 addressed this issue but had no impact on 2007 Actual results.15

The ROE using current rates is projected at 2008 (3.2%) and 2009 (-0.03%) and are also well16

below the allowed deemed ROE.17

Capital Structure18

Welland Hydro’s current Debt to Equity ratio is in line with the previous deemed rate of 50%19

Debt and 50% Equity. The deemed ratio was changed to 53.3% Debt and 46.7% Equity for the20

2008 IRM rate setting process. The deemed ratio for this Application was set at 56.7% Debt and21

43.3% Equity. For 2010, the deemed ratio will be set at 60.0% Debt and 40.0% Equity. Welland22
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Hydro is currently evaluating options to bring the actual debt to equity ratio in line with the new1

deemed rate in 2010.2
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REVENUE DEFICIENCY - OVERVIEW:1

Welland Hydro has provided detailed calculations supporting its 2009 revenue deficiency.2

Welland Hydro’s net revenue deficiency is $1,077,564 and when grossed up for PILs Welland3

Hydro’s revenue deficiency is $1,608,305. Table 1 on the following page provides the revenue4

deficiency calculations for the 2009 Test Year at Existing 2008 OEB-approved rates and the5

2009 Test Year Revenue Requirement.6

7
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2009 Test

Existing Rates

2009 Test

Proposed Rates

Revenue

Suff/ Def From Below. $1,608,305
Distribution Revenue $7,093,092 $7,093,092
Other Operating Revenue (Net) $656,350 $656,350

Total Revenue $7,749,442 $9,357,747

Distribution Costs

Operation, Maintenance, and Administration $5,113,936 $5,113,936

Depreciation & Amortization $1,721,827 $1,721,827
Property & Capital Taxes $27,730 $27,730
Interest- Deemed Interest $948,857 $948,857

Total Costs and Expenses $7,812,350 $7,812,350

Less OCT Included Above $27,730 $27,730

Total Costs and Expenses Net of OCT $7,784,620 $7,784,620

Utility Income Before Income Taxes -$35,178 $1,573,127

Income Taxes

Corporate Taxes $697 $531,437
Ontario Capital Tax $27,730 $27,730

Total Income Taxes $28,427 $559,167

Utilitiy Net Income -$63,604 $1,013,960

Rate Base $27,324,488 $27,324,488

Return on Equity 8.57% 8.57%

Equity Rate Base% 43.30% 43.30%

Expected Return on Equity 1,013,960 1,013,960

Revenue Deficiency After Tax 1,077,564

Revenue Deficiency Before Tax 1,608,305

Calculation of Revenue Deficiency or Surplus

Table 1

1
2
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SUMMARY OF RESULTS AND PROPOSED CHANGES:1

Results of the Cost Allocation Study:2

Welland Hydro filed its cost allocation on February 27, 2007. The results of this study have3

been used to address the issue of cross subsidization in this rate application. The data used in the4

Model was consistent with Welland Hydro’s cost data that supported its 2006 OEB-approved5

distribution rates. Consistent with the Guidelines, Welland Hydro’s assets were broken out into6

primary and secondary distribution functions. The breakout of assets, capital contributions,7

depreciation, accumulated depreciation, customer data and load data by primary, line transformer8

and secondary categories were developed from the best data available to Welland Hydro: its9

engineering records, and its customer and financial information systems.10

The results of a cost allocation study are typically presented in the form of revenue-to-cost ratios.11

The ratio is shown by rate classification and is the percentage of distribution revenue collected12

by rate classification compared to the costs allocated to the classification. The percentage shows13

the rate classifications that are being subsidized and those that are over-contributing. A14

percentage of less than 100% means the rate classification is under-contributing and is being15

subsidized by other classes of customers. A percentage of greater than 100% indicates the rate16

classification is over-contributing and is subsidizing other classes of customers.17

The following Table 1 outlines the revenue-to-cost ratios and revenue over/under contributions18

by rate class from the cost allocation informational filing submitted by Welland Hydro. The19

calculations are based on Welland Hydro’s revised OEB-approved 2006 (EB-2007-0663)20

electricity distribution rates. The additional PILs related expenses have been added to each class21

in the same proportion as additional revenue in order to maintain revenue-to-cost ratios close to22

the original cost allocation filing.23
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Table 11

WELLAND HYDRO ELECTRIC SYSTEM CORP

COST ALLOCATION ANALYSIS - 2006 FILING
REVISED EB-2007-0663

Total Residential GS < 50 GS 50 - 4999 Large Use Street Light Sentinnel Light Unmetered

Distribution Revenue 2006 Cost Allocation Monthly 3,998,909 2,786,883 356,642 450,726 360,807 13,590 2,999 27,262
Distribution Reveune 2006 Cost Allocation Volume 2,706,053 1,884,678 289,009 321,962 191,490 9,355 1,703 7,856
2007 PILS Increase - EB-2007-0663 353,832 246,527 34,072 40,776 29,145 1,211 248 1,853

Distribution Revenue Revised Cost Allocation 7,058,794 4,918,088 679,723 813,464 581,442 24,156 4,950 36,971
Revenue Offsets 806,790 469,656 122,480 124,753 53,929 25,820 3,772 6,380

Total Revenue Cost Allocation 7,865,584 5,387,744 802,203 938,217 635,371 49,976 8,722 43,351

Total Expenses 2006 Cost Allocation 6,433,582 3,474,354 910,838 1,171,067 464,823 341,068 38,701 32,731
2007 PILS Increase - EB-2007-0663 353,832 246,527 34,072 40,776 29,145 1,211 248 1,853

Total Expenses Revised Cost Allocation 6,787,414 3,720,881 944,910 1,211,843 493,968 342,279 38,949 34,584
Allocated Net Income 2006 Cost Allocation 1,078,170 513,531 121,786 226,657 137,026 68,348 7,674 3,148

Total Expense and Allocated Income 7,865,584 4,234,412 1,066,696 1,438,500 630,994 410,627 46,623 37,732

Revenue to Expense % 127.24% 75.20% 65.22% 100.69% 12.17% 18.71% 114.89%

Existing Revenue Minus Allocated Costs 1,153,332 -264,493 -500,283 4,377 -360,651 -37,901 5,619

Revenue-to-cost Ratios Ranges EB-2007-0667 85% to 115% 80% to 120% 80% to 180% 85% to 115% 70% to 120% 70% to 120% 80% to 120%2
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PROPOSED ADJUSTMENT TO COST ALLOCATION:1

On November 28, 2007, the OEB issued its “Report on Application of Cost Allocation for2

Electricity Distributors” (the “Cost Allocation Report”). In the Cost Allocation Report, the OEB3

established what it considered to be the appropriate ranges of revenue-to-cost ratios which are4

summarized in Table 2 below along with the result for Welland Hydro from the cost allocation5

Model. As can be seen from the table, the cost allocation results for Welland Hydro show that6

only Large Use and Unmetered Scattered Load customers fall within the revenue-to-cost ratio7

ranges established by the OEB.8

Table 29
OEB Revenue to Cost Ratio Ranges & Welland Hydro Results10

Customer Class Low High
Welland
Hydro

Residential 85% 115% 127.24%

GS <50 kW 80% 120% 75.20%

GS>50 kW 80% 180% 65.22%

Large Use >5MW 85% 115% 100.69%

Street Lighting 70% 120% 12.17%

Sentinel Lighting 70% 120% 18.71%

Unmetered Scattered Load 80% 120% 114.89%

11

Welland Hydro is proposing to re-align its revenue-to-cost ratios in this Application by adjusting12

the allocations of revenue among the rate classes in order to reduce the cross-subsidization.13

In order to begin applying the results of Welland Hydro’s cost allocation study and set the frame14

work for the design of future distribution rates, Welland Hydro first reviewed the percentage of15

distribution revenues by rate classification assuming all rate classifications were moved to a16

revenue-to-cost ratio of 100%, that is, assuming no cross-subsidization. Welland Hydro then17

calculated the percentage of distribution revenue by rate classification for 2009 based on current18

rates and forecasted volumes. The following Table 3 compares the proportionate share of19

Welland Hydro’s 2009 revenue requirement that would be required from each customer class by20
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moving to a 100% revenue-to-cost ratio the (“Cost Allocation”) column with the percentage by1

rate class using existing rates and forecasted volumes the (“Existing Rates”) column.2

3

Table 34

Customer Class

Cost

Allocation

Existing

Rates

Rate

Application

Cost

Allocation

Existing

Rates

Rate

Application

Total Base

Revenue

Requirement

Residential 55.82% 73.79% 64.53% 4,857,185.93 6,420,851.71 5,615,011.48 5,615,011.48

GS <50 kW 14.02% 10.65% 11.90% 1,220,188.65 926,420.96 1,035,466.24 1,035,466.24

GS>50 kW 17.43% 8.79% 14.59% 1,516,973.36 765,151.61 1,269,533.82 1,269,533.82

Large Use >5MW 6.02% 5.90% 6.02% 523,868.90 513,785.56 523,824.10 523,824.10

Street Light 5.60% 0.35% 2.15% 487,066.13 30,200.13 187,080.04 187,080.04

Sentinel 0.63% 0.07% 0.33% 54,618.31 6,438.18 28,714.61 28,714.61

Unmetered Scattered Load 0.48% 0.44% 0.48% 41,495.72 38,548.85 41,766.71 41,766.71

Back-up/Standby Power 0.00% 0.00% 0.00% 0.00 0.00 0.00 0.00

TOTAL 100.00% 100.00% 100.00% 8,701,397.00 8,701,397.00 8,701,397.00 8,701,397.00

2009 Test Year Class Revenue Design

Outstanding Base Revenue

Requirement %
Outstanding Base Revenue Requirement $

5

6

As a means of mitigating potential bill impacts arising from this cost allocation-related7

adjustment, Welland Hydro is proposing to implement a partial shift towards full cost of service8

by applying the percentages outlined in the column “Rate Application”. The corresponding9

distribution revenue by rate class has also been presented for each method.10

Welland Hydro’s proposed revenue percentages by rate classification will result in revised11

revenue-to-cost ratios and is summarized in Table 4 below. As evidenced in this table, Welland12

Hydro’s customer classes will fall within the ranges established by the OEB in the 2009 Test13

Year with the exception of the Street Light and Sentinel Light classes.14

15
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Table 41
Proposed Revenue to Cost Ratio2

Customer Class

Revenue to Cost

Ratios Per C.A.

Study

Revenue to Cost

Ratios Per 2009 Test

Year Filing

Residential 127.24% 114.46% 85.00% 115.00%

GS <50 kW 75.20% 86.00% 80.00% 120.00%

GS>50 kW 65.22% 85.64% 80.00% 180.00%

Large Use >5MW 100.69% 99.99% 85.00% 115.00%

Street Light 12.17% 40.96% 70.00% 120.00%

Sentinel 18.71% 55.10% 70.00% 120.00%

Unmetered Scattered Load 114.89% 100.58% 80.00% 120.00%

Target Ranges

Low High

3

4

The adjustments made to bring GS<50 kW and GS 50 to 4,999 kW within targeted revenue to5

cost ranges have allowed Welland Hydro to make reductions to both Residential and Unmetered6

Scattered Load ratios. As a result, the Residential class is now within the targeted revenue to7

cost ratios with a further adjustment to be made in 2010 when additional adjustments are made to8

the Street Light and Sentinel Light classes.9

Welland Hydro has set targeted revenue-to-cost ratios for Street Lights at 70% and Sentinel10

Lights at 90% respectively which would result in revenue requirements of $340,946 for Street11

Lights and $49,156 for Sentinel Lights. Welland Hydro is proposing to move to the OEB’s12

targeted revenue-to-cost ratio ranges over a two year period. The proposed increase in 2009 for13

Street Lights revenue of $156,880 ($187,080-$30,200) represents 50.5% of the required increase14

of $310,746 ($340,946-$30,200) to reach a revenue-to-cost ratio of 70%. The proposed increase15

in 2009 for Sentinel Lights revenue of $22,277 ($28,715-$6,438) represents 52.1% of the16

required increase of $42,718 ($49,156-$6,438) to reach a revenue-to-cost ratio of 90%. The17

increases in distribution revenue in Year Two for Street Lights and Sentinel Lights will be offset18

by a corresponding reduction to Residential distribution revenues in 2010.19
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As a result, after a one year period, revenue-to-cost ratios for each of Welland Hydro’s rate1

classes will fall within the target range for each class.2

Welland Hydro acknowledges the OEB’s general concerns, expressed at Section 2.1 of its Cost3

Allocation Report that a revenue-to-cost ratio of one may not be achievable or desirable and that4

certain issues, such as the quality of data, need to be addressed before moving to an appropriate5

specific revenue-to-cost ratio.6

Cost Allocation Summary:7

The discussion and tables above support Welland Hydro’s proposed reallocation of distribution8

costs across customer classes, in order to begin moving to target revenue-to-cost ranges set out9

by the OEB. Welland Hydro submits that the proposed reallocation of distribution revenue is10

fair and reasonable for the following reasons:11

 Customer class revenues will more closely reflect the actual costs of providing12

distribution service to that class;13

 Rate impacts on total bill will be mitigated across all classes; and14

 Partial reallocation provides time for further refinement of the cost allocation model and15

movement between classes16
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RATE DESIGN OVERVIEW:1

This Exhibit documents the calculation of Welland Hydro’s proposed distribution rates by rate2

class for the 2009 test year, based on rate design as proposed in this Exhibit.3

Welland Hydro has determined its total 2009 service revenue requirement to be $9,357,747. The4

total revenue offsets in the amount of $656,350 reduce Welland Hydro’s total service revenue5

requirement to a base revenue requirement to $8,701,397 which is used to determine the6

proposed distribution rates. The base revenue requirement is derived from Welland Hydro’s7

2009 capital and operating forecasts, weather normalized usage, forecasted customer counts, and8

Welland Hydro’s regulated return on rate base. The revenue requirements are summarized9

below in Table 1:10

Table 111

Calculation of Base Revenue Requirement12

OM&A Expenses 5,113,936
Amortization Expenses 1,721,827

Total Distribution Expenses 6,835,763
Regulated Return On Capital 1,962,816
PILs (with gross-up) 559,168

Service Revenue Requirement 9,357,747
Less: Revenue Offsets (656,350)

Base Revenue Requirement 8,701,397

The outstanding base revenue requirement is allocated to the various rate classes using the13

following proposed apportionment of revenue as outlined in Exhibit 8 – Cost Allocation.14

15
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Table 21

Proposed Apportionment of Revenue to Rate Classes2

Rate Classification
Proposed Proportion of Revenue

Residential 64.53%
General Service Less Than 50 kW 11.90%
General Service Greater Than 50 kW 14.59%
Large Use >5MW 6.02%
Street Lights 2.15%
Sentinel Lights
Unmetered Scattered Load

0.33%
0.48%

Total 100.0%

The following Table 3 outlines the results of this allocation.3

Table 34

Allocation of Outstanding Base Revenue Requirement5

Rate Classification Proposed Revenue
Residential $5,615,011
General Service Less Than 50 kW $1,035,466
General Service Greater Than 50 kW
Transformer Credit

$1,374,404
($104,868)

Large Use > 5MW
Transformer Credit

$704,157
($180,333)

Street Lights $187,080
Sentinel Lights
Unmetered Scattered Load

$28,715
$41,767

Total $8,701,397

Determination of Monthly Fixed/Volumetric Charges:6

Welland Hydro’s current OEB-approved (2008 IRM) volumetric and monthly fixed charges are7

summarized in Table 4 and Table 5 as follows.8

9
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Table 41

Current Monthly Fixed Charges (Excludes Smart Meter)2

Rate Class Current Monthly Fixed
Charge

Residential $12.88
General Service Less Than 50 kW $19.13
General Service Greater Than 50 kW $191.82
Large Use > 5MW $10,646.26
Street Lights $0.18
Sentinel Lights
Unmetered Scattered Load

$0.36
$9.71

3

Table 54

Current Monthly Volumetric Charges5

Rate Class Current Monthly
Volumetric Charge

Residential $0.0130/kwh
General Service Less Than 50 kW $0.0067/kwh
General Service Greater Than 50 kW $0.8047/kw
Large Use > 5MW $0.7183/kw
Street Lights $0.7688/kw
Sentinel Lights
Unmetered Scattered Load

$0.8231/kw
$0.0067/kwh

6

Using the existing approved fixed charges applied to the forecasted number of customers for7

2009 and the approved volumetric charge applied to the forecasted volumetric billing8

determinants, the following Table 6 outlines the current split between fixed and variable9

distribution revenue.10

11
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Table 61

Fixed and Variable Proportion2

Welland Hydro submits that it is appropriate for 2009 to maintain the same fixed/variable3

proportions assumed in the current rates for all customer classifications with the exception of4

General Service 50 to 4999 kW.5

In its November 28, 2007 Report on Application of Cost Allocation for Electricity Distributors,6

referred to in Exhibit 8 above, the OEB addressed a number of “Other Rate Matters”, including7

the treatment of the fixed rate component (the Monthly Service Charge, or “MSC”) of the bill.8

At page 12 of the Report, the OEB determined that the floor amount for the MSC should be the9

avoided costs, as that term is defined in the September 29, 2006 report of the OEB entitled “Cost10

Allocation: Board Directions on Cost Allocation Methodology for Electricity Distributors”.11

Welland Hydro’s MSCs exceed that floor amount. With respect to the upper bound for the MSC,12

the OEB considered it to be inappropriate to make changes to the MSC ceiling at this time, given13

the number of issues that remain to be examined within the scope of the OEB’s Rate Review14

proceeding (EB-2008-0031). The OEB indicated that for the time being, it does not expect15

distributors to make changes to the MSC that result in a charge that is greater than the ceiling as16

defined in the Methodology for the MSC; and that distributors that are currently above that value17

are not required to make changes to their current MSC to bring it to or below that level at this18

time.19

Until the OEB’s Rate Review proceeding (EB-2008-0031) is completed and consistent with20

Norfolk Power Distribution Inc. 2008 Rate Decision (EB-2007-0753), Welland Hydro submits21

Rate Class Fixed Revenue
Proportion

Variable Revenue
Proportion

Residential 58.52% 41.48%
General Service Less Than 50 kW 51.52% 48.48%
General Service Greater Than 50kW 56.55% 43.45%
Large Use > 5MW 63.97% 36.03%
Street Lights 58.58% 41.42%
Sentinel Lights
Unmetered Scattered Load

59.35%
77.13%

40.65%
22.87%
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that an MSC ceiling has not been established and that it is appropriate for the purposes of setting1

rates in this Application to maintain the current fixed and variable proportions of its rates with2

the exception of General Service 50 to 4999 kW. Welland Hydro is recommending that the fixed3

portion of this customer classification be reduced from the current 56.55% to 51.16%.4

Customers at the low end of this rate classification (50kW to 100kW) would be subject to higher5

bill impact percentages at the current fixed rate proportion. Consideration should be given to6

reducing the large kW range within this classification by introducing a new customer class at7

some point in the future. All other changes in MSCs are due solely to changes in the total base8

revenue requirement attributable to each customer class. The following Table 7 provides9

Welland Hydro’s calculations of its proposed monthly fixed distribution charges for the 200910

Test Year assuming the fixed/variable split supporting the current approved rates.11

Table 712

Proposed Fixed Distribution Charge13

Customer Class

Total Base
Revenue

Requirement

Fixed
Revenue

Proportion

2009 Test
Year

Customers

Proposed
Fixed

Distribution
Charge

Residential $5,615,011 58.52% 19,818 $13.82
General Service Less Than 50 kW $1,035,466 51.52% 1,695 $26.23
General Service Greater Than 50 kW
Transformer Credit

$1,374,404
($104,868)

51.16% 179 $327.34

Large Use
Transformer Credit

$704,157
($180,333)

63.97% 3 $12,512.04

Street Lights $187,080 58.58% 6677 $1.37
Sentinel Lights
Unmetered Scatter Load

$28,715
$41,767

59.35%
77.13%

721
208

$1.97
$12.91

Total $8,701,397 29,301

Proposed Volumetric Charges:14

The variable distribution charge is calculated by dividing the variable distribution portion of the15

base revenue requirement by the appropriate 2009 Test Year usage, kWh or kW, as the class16

charge determinant.17
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The following Table 8 provides Welland Hydro’s calculations of its proposed variable1

distribution charges for the 2009 Test Year assuming the same fixed/variable split used in2

designing the current approved rates with the exception of the GS 50 to 4,999 kW class.3

Table 84

Variable Distribution Charge Calculation5

Customer Class

Total Base
Revenue

Requirement

Variable
Revenue

Proportion

2009 Test
Volumetric

Billing
Determinant

Proposed
Volumetric
Distribution

Charge
Residential $5,615,011 41.48% 166,999,701 kWh $0.0139
General Service Less Than 50 kW $1,035,466 48.48% 54,639,337 kWh $0.0092
General Service Greater Than 50 kW
Transformer Allowance

$1,374,404
($104,868)

48.84% 393,395
174,780

kW
kW

$1.7064
($0.60)

Large Use
Transformer Allowance

$704,157
($180,333)

36.03% 300,555
300,555

kW
kW

$0.8442
($0.60)

Street Lights $187,080 41.42% 13,262 kW $5.8294
Sentinel Lights
Unmetered Scattered Load

$28,715
$41,767

40.65%
22.87%

2,592
1,072,774

kW
kWh

$4.5024
$0.0089

Total $8,701,397

6

Adjustment to Transformer Allowance:7

Currently, Welland Hydro provides a Transformer Allowance to those customers that own their8

transformation facilities. Welland Hydro proposes to maintain the current approved transformer9

ownership allowance of $0.60 per kW. The Transformer Allowance is intended to reflect the10

costs to a distributor of providing step down transformation facilities to the customer’s utilization11

voltage level. Since the distributor provides electricity at utilization voltage, the cost of this12

transformation is captured in and recovered through the distribution rates. Therefore, when a13

customer provides its own step down transformation from primary to secondary, it should14

receive a credit of these costs already included in the distribution rates.15

16
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Proposed Distribution Rates:1

The following Table 9 sets out Welland Hydro’s proposed 2009 electricity distribution rates2

based on the foregoing calculations, including adjustments for the recovery of transformer3

allowance and the smart meter rate adder of $.27/month:4

Table 95

Proposed 2009 Electricity Distribution Rates6

Customer Class Customer Connection kWh kW
Residential $14.09 $0.0139

General Service Less Than
50 kW $26.50 $0.0092

General Service 50 to 4999
kW $327.61 $1.7064

Large Use $12,512.31 $0.8442

Street Lights $1.37 $5.8294

Sentinel Lights $1.97 4.5024

Unmetered Scattered Load $12.91 $.0089

Transformer Allowance ($0.60)
7
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RATE MITIGATION:1

Welland Hydro submits that the bill impacts of its proposed 2009 electricity distribution rates are2

not so significant as to warrant any mitigation measures.3
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OTHER ELECTRICITY CHARGES:1

Welland Hydro proposes to leave rates for Retail Transmission – Network Service, Retail2

Transmission Line and Transformation Connection Service, Wholesale Market Service, Rural3

Rate Protection Charge, and Standard Supply Service – Administrative Charge at rates approved4

by the OEB in EB-2007-0855 (2008 rates). Retail Transmission rates are subject to any5

modifications as a result of an OEB decision on Hydro One Networks’ 2009 Uniform6

Transmission Rate Adjustment Application (OEB File EB-2008-0113).7

Both the Network Service and Line and Transformation Connection rates were revised in the8

2008 IRM rate setting process to reflect the reduced Uniform Transmission Rates (EB-2007-9

0759) as of November 1, 2007.10
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EXISTING RATE CLASSES:1

Residential:2

This classification refers to the supply of electrical energy to residential customers in detached or3

semi-detached units, as defined in the local zoning by-law.4

General Service Less than 50 kW:5

This classification refers to the supply of electrical energy to commercial buildings taking6

electricity at 750 volts or less whose monthly average peak demand is less than, or is forecast to7

be less than, 50 kW. Commercial buildings are defined as buildings, which are used for8

purposes other than residential dwellings.9

General Service 50 to 4999 kW:10

This classification refers to the supply of electrical energy to commercial buildings whose11

monthly average peak demand is equal to or greater than, or is forecast to be equal to or greater12

than, 50 kW but less than 5,000 kW. Commercial buildings are defined as buildings, which are13

used for purposes other than residential dwellings.14

Large Use:15

This classification refers to an account whose monthly average peak demand is equal to or16

greater than, or is forecast to be equal to or greater than, 5,000 kW.17

Unmetered Scattered Load:18

This classification refers to an account taking electricity at 750 volts or less whose monthly19

average peak demand is less than, or is forecast to be less than, 50 kW and the consumption is20

unmetered. Unmetered or flat connections are permitted with the approval of Welland Hydro’s21

Engineering Department. Flat rate connects may include, but are not limited to, Traffic Lights,22

Street Lights, Bus Shelters, and Signs. Energy consumption is determined by information23

provided by the customer and/or load measurement taken by Welland Hydro following24

connection of the flat service.25

26



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 9
Tab 1

Schedule 4
Page 2 of 2

Filed: August 15, 2008

Sentinel Lighting:1

This classification refers to an account for roadway lighting not classified as unmetered or street2

lighting. The consumption for the customer will be based on the calculated connected load times3

a twelve hour day times the applicable billing period.4

Street Lighting:5

This classification refers to the Street Lighting system owned by the City of Welland.6
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EXISTING RATE SCHEDULE:

MONTHLY RATES AND CHARGES

Residential

Service Charge $ 13.15
Distribution Volumetric Rate $/kWh 0.0130
Regulatory Asset Recovery $/kWh 0.0000
Retail Transmission Rate – Network Service Rate $/kWh 0.0056
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0047
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

General Service Less than 50 kW

Service Charge $ 19.40
Distribution Volumetric Rate $/kWh 0.0067
Regulatory Asset Recovery $/kWh 0.0000
Retail Transmission Rate – Network Service Rate $/kWh 0.0049
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0043
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

General Service 50 to 4,999 kW

Service Charge $ 192.09
Distribution Volumetric Rate $/kW 0.8047
Regulatory Asset Recovery $/kW 0.0000
Retail Transmission Rate – Network Service Rate $/kW 1.7011
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.4490
Retail Transmission Rate – Network Service Rate – Interval Metered $/kW 1.6874
Retail Transmission Rate – Line and Transformation Connection Service Rate – Interval Metered $/kW 1.7356
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Large Use

Service Charge $ 10,646.53
Distribution Volumetric Rate $/kW 0.7183
Regulatory Asset Recovery $/kW 0.0000
Retail Transmission Rate – Network Service Rate $/kW 1.2364
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.9274
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Unmetered Scattered Load

Service Charge (per connection) $ 9.71
Distribution Volumetric Rate $/kWh 0.0067
Regulatory Asset Recovery $/kWh 0.0000
Retail Transmission Rate – Network Service Rate $/kWh 0.0049
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0043
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25
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Sentinel Lighting

Service Charge (per connection) $ 0.36
Distribution Volumetric Rate $/kW 0.8231
Regulatory Asset Recovery $/kW 0.0000
Retail Transmission Rate – Network Service Rate $/kW 1.5844
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.3496
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Street Lighting

Service Charge (per connection) $ 0.18
Distribution Volumetric Rate $/kW 0.7688
Regulatory Asset Recovery $/kW 0.0000
Retail Transmission Rate – Network Service Rate $/kW 1.5809
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.3466
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Specific Service Charges

Customer Administration
Arrears certificate $ 15.00
Statement of Account $ 15.00
Request for other billing information $ 15.00
Easement Letter $ 15.00
Account history $ 15.00
Returned Cheque (plus bank charges) $ 15.00
Charge to certify cheque $ 15.00
Legal letter charge $ 15.00
Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $ 30.00
Special metered reads $ 30.00
Meter dispute charge plus Measurement Canada fees (if meter found correct) $ 30.00

Non-Payment of Account
Late Payment - per month % 1.50
Late Payment - per annum % 19.56
Disconnect/Reconnect at meter - during Regular Hours $ 65.00
Install / Remove load control device – during regular hours $ 65.00
Disconnect/Reconnect at meter - after regular hours $ 185.00

Specific Charge for Access to the Power Poles – per pole/year $ 22.35
Meter upgrade requested by customer plus installation – per month $ 10.00

plus installation on a
time and materials
basis.

Allowances
Transformer Allowance for Ownership - per kW of billing demand/month $/kW (0.60)
Primary Metering Allowance for transformer losses – applied to measured demand and energy % (1.00)
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Retail Service Charges (if applicable)

Retail Service Charges refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer $ 20.00
Monthly Variable Charge, per customer, per retailer $/cust. 0.50
Distributor-consolidated billing charge, per customer, per retailer $/cust. 0.30
Retailer-consolidated billing credit, per customer, per retailer $/cust. (0.30)
Service Transaction Request (STR)

Request fee, per request, applied to the requesting party $ 0.25
Processing fee, peer request, applied to the requesting party $ 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) $ 2.00

Loss Factor

Total Loss Factor – Secondary Metered Customer < 5,000 kW 1.0599
Total Loss Factor – Secondary Metered Customer > 5,000 kW 1.0145
Total Loss Factor – Primary Metered Customer < 5,000 kW 1.0493
Total Loss Factor – Primary Metered Customer > 5,000 kW 1.0045
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SCHEDULE OF PROPOSED RATES AND CHARGES:

MONTHLY RATES AND CHARGES

Residential

Service Charge $ 14.09
Distribution Volumetric Rate $/kWh 0.0139
Regulatory Asset Recovery $/kWh 0.0006
Retail Transmission Rate – Network Service Rate $/kWh 0.0056
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0047
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

General Service Less Than 50 kW

Service Charge $ 26.50
Distribution Volumetric Rate $/kWh 0.0092
Regulatory Asset Recovery $/kWh 0.0003
Retail Transmission Rate – Network Service Rate $/kWh 0.0049
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0043
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

General Service 50 to 4,999 kW

Service Charge $ 327.61
Distribution Volumetric Rate $/kW 1.7064
Regulatory Asset Recovery $/kW 0.0357
Retail Transmission Rate – Network Service Rate $/kW 1.7011
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.4490
Retail Transmission Rate – Network Service Rate – Interval Metered $/kW 1.6874
Retail Transmission Rate – Line and Transformation Connection Service Rate – Interval Metered $/kW 1.7356
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Large Use

Service Charge $ 12,512.31
Distribution Volumetric Rate $/kW 0.8442
Regulatory Asset Recovery $/kW 0.0359
Retail Transmission Rate – Network Service Rate $/kW 1.2364
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.9274
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Unmetered Scattered Load

Service Charge (per connection) $ 12.91
Distribution Volumetric Rate $/kWh 0.0089
Regulatory Asset Recovery $/kWh 0.0004
Retail Transmission Rate – Network Service Rate $/kWh 0.0049
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kWh 0.0043
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25
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Sentinel Lighting

Service Charge (per connection) $ 1.97
Distribution Volumetric Rate $/kW 4.5024
Regulatory Asset Recovery $/kW 0.0365
Retail Transmission Rate – Network Service Rate $/kW 1.5844
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.3496
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Street Lighting

Service Charge (per connection) $ 1.37
Distribution Volumetric Rate $/kW 5.8294
Regulatory Asset Recovery $/kW 0.0354
Retail Transmission Rate – Network Service Rate $/kW 1.5809
Retail Transmission Rate – Line and Transformation Connection Service Rate $/kW 1.3466
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0010
Standard Supply Service – Administrative Charge (if applicable) $ 0.25

Specific Service Charges

Customer Administration
Arrears certificate $ 15.00
Statement of Account $ 15.00
Request for other billing information $ 15.00
Easement Letter $ 15.00
Account history $ 15.00
Returned Cheque (plus bank charges) $ 15.00
Charge to certify cheque $ 15.00
Legal letter charge $ 15.00
Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $ 30.00
Special metered reads $ 30.00
Meter dispute charge plus Measurement Canada fees (if meter found correct) $ 30.00

Non-Payment of Account
Late Payment - per month % 1.50
Late Payment - per annum % 19.56
Disconnect/Reconnect at meter - during Regular Hours $ 65.00
Install / Remove load control device – during regular hours $ 65.00
Disconnect/Reconnect at meter - after regular hours $ 185.00

Specific Charge for Access to the Power Poles – per pole/year $ 22.35
Meter upgrade requested by customer plus installation – per month $ 10.00

plus installation on a
time and materials
basis.

Allowances
Transformer Allowance for Ownership - per kW of billing demand/month $/kW (0.60)
Primary Metering Allowance for transformer losses – applied to measured demand and energy % (1.00)
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Retail Service Charges (if applicable)

Retail Service Charges refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer $ 20.00
Monthly Variable Charge, per customer, per retailer $/cust. 0.50
Distributor-consolidated billing charge, per customer, per retailer $/cust. 0.30
Retailer-consolidated billing credit, per customer, per retailer $/cust. (0.30)
Service Transaction Request (STR)

Request fee, per request, applied to the requesting party $ 0.25
Processing fee, peer request, applied to the requesting party $ 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) $ 2.00

Loss Factor

Total Loss Factor – Secondary Metered Customer < 5,000 kW 1.0532
Total Loss Factor – Secondary Metered Customer > 5,000 kW 1.0145
Total Loss Factor – Primary Metered Customer < 5,000 kW 1.0427
Total Loss Factor – Primary Metered Customer > 5,000 kW 1.0045
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RECONCILIATION OF RATE CLASS REVENUE:1

Customer Class

Fixed

Distribution

Revenue

Variable

Distribution

Revenue

Transformer

Allowance

Credit

Total Distribution

Revenue Expected

Residential 3,286,617$ 2,321,296$ 5,607,913$ 5,615,011$

GS <50 kW 533,518$ 502,682$ 1,036,200$ 1,035,466$

GS>50 kW 703,126$ 671,289$ ($104,868.00) 1,269,548$ 1,269,534$

Large Use >5MW 450,433$ 253,729$ ($180,333.00) 523,829$ 523,824$

Street Light 109,770$ 77,310$ 187,079$ 187,080$

Sentinel 17,044$ 11,670$ 28,715$ 28,715$

Unmetered Scattered Load 32,223$ 9,548$ 41,771$ 41,767$

Back-up/Standby Power -$ -$ -$ -$

Total 5,132,733$ 3,847,523$ ($285,201.00) 8,695,055$ 8,701,397$

6,342$

Difference Due to Rate Rounding

2009 Test Year Distribution Revenue Reconciliation

2
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RATE AND BILL IMPACTS:1

Appendix A to this Schedule presents the results of the assessment of customer total bill impacts2

by customer rate class.3

Effective May 1, 2008 most customer classifications will experience reduced total bills as a4

result of reductions in Retail Transmission Charges and the elimination of the previous5

Regulatory Asset rate rider. As a result of these reductions, Welland Hydro believes that the best6

method of displaying rate impacts is to present total bills for each of the 2007, 2008, and 20097

years and analyzing the total increase over a two year period.8

Impacts are derived using the applicable May 1, 2007 rates, the applicable May 1, 2008 rates, the9

proposed 2009 distribution rates, the proposed new deferral and variance account rate rider, and10

the proposed revised loss factors. Electricity rates for Residential and General Service < 50 kW11

are the rates effective May 1, 2008 for Rate Protection Plan customers. Electricity rates for other12

classes are the forecasted rates for 2009 of $.0593/kwh.13

The total bill impacts are calculated for each rate class at various levels of consumption. The14

rate impacts are assessed on the basis of moving to the proposed distribution rates.15

A comparison has also been made between Welland Hydro’s current 2008 rates and other LDCs16

for each customer classification.17
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APPENDIX A

TABLE OF RATE AND BILL IMPACTS
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

13.15 13.15 14.09

1,000 kWh
Distribution

(kWh)
1,000 0.0130 13.00 1,000 0.0130 13.00 1,000 0.0139 13.90

Distributor 26.15 26.15 27.99
Regulatory

Assets (kWh)
1,000 0.0030 3.00 0.00 1,000 0.0006 0.60

Retail

Transmisson
(kWh)

1,060 0.0108 11.45 1,060 0.0103 10.92 1,053 0.0103 10.85

1.0599 2007/8
Wholesale &
Rural (kWh)

1,060 0.0062 6.57 1,060 0.0062 6.57 1,053 0.0062 6.53

1.0532 2009
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt
Retirement

1,000 0.0070 7.00 1,000 0.0070 7.00 1,000 0.0070 7.00

Cost of Power

Commodity
(kWh)

600 0.0500 30.00 600 0.0500 30.00 600 0.0500 30.00

" 460 0.0590 27.13 460 0.0590 27.13 453 0.0590 26.74

Sub Total 111.55 108.02 109.96

G.S.T. 6.0% 6.69 5.0% 5.40 5.0% 5.50

Total Bill 118.25 113.42 115.45

Increase over 2008 1.79%

Increase over 2007 -2.36%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

16.49 15.43 17.71

1,000 kWh
Distribution

(kWh)
1,000 0.0138 13.80 1,000 0.0093 9.30 1,000 0.0123 12.30

Distributor 30.29 24.73 30.01
Regulatory

Assets (kWh)
1,000 0.0000 0.00 1,000 0.0000 0.00 1,000 0.0000 0.00

Retail

Transmisson
(kWh)

1,057 0.0092 9.73 1,050 0.0098 10.29 1,050 0.0067 7.04

1.0572 NF
Wholesale &
Rural (kWh)

1,057 0.0062 6.55 1,050 0.0062 6.51 1,050 0.0062 6.51

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0501 NOTL
Debt

Retirement
1,000 0.0070 7.00 1,000 0.0070 7.00 1,000 0.0070 7.00

Cost of Power

Commodity
(kWh)

600 0.0500 30.00 600 0.0500 30.00 600 0.0500 30.00

" 457 0.0590 26.97 450 0.0590 26.56 450 0.0590 26.56

Sub Total 110.80 105.35 107.36
G.S.T. 5.0% 5.54 5.0% 5.27 5.0% 5.37

Total Bill 116.34 110.61 112.73

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

Consumption

Loss Factor

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL

RESIDENTIAL - BILL IMPACTS (Monthly Consumptions)
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

19.40 19.40 26.50

3,000 kWh
Distribution

(kWh)
3,000 0.0067 20.10 3,000 0.0067 20.10 3,000 0.0092 27.60

Distributor 39.50 39.50 54.10
Regulatory

Assets (kWh)
3,000 0.0020 6.00 0.00 3,000 0.0003 0.90

Retail

Transmisson
(kWh)

3,180 0.0097 30.84 3,180 0.0092 29.25 3,160 0.0092 29.07

1.0599 2007/8
Wholesale &
Rural (kWh)

3,180 0.0062 19.71 3,180 0.0062 19.71 3,160 0.0062 19.59

1.0532 2009
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt
Retirement

3,000 0.0070 21.00 3,000 0.0070 21.00 3,000 0.0070 21.00

Cost of Power

Commodity
(kWh)

750 0.0500 37.50 750 0.0500 37.50 750 0.0500 37.50

" 2,430 0.0590 143.35 2,430 0.0590 143.35 2,410 0.0590 142.17

Sub Total 298.16 290.57 304.57

G.S.T. 6.0% 17.89 5.0% 14.53 5.0% 15.23

Total Bill 316.05 305.10 319.80

Increase over 2008 4.82%

Increase over 2007 1.19%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

48.30 25.91 40.11

3,000 kWh
Distribution

(kWh)
3,000 0.0102 30.60 3,000 0.0106 31.80 3,000 0.0120 36.00

Distributor 78.90 57.71 76.11
Regulatory

Assets (kWh)
3,000 0.0000 0.00 3,000 0.0000 0.00 3,000 0.0000 0.00

Retail

Transmisson
(kWh)

3,172 0.0083 26.32 3,151 0.0090 28.36 3,150 0.0062 19.53

1.0572 NF
Wholesale &
Rural (kWh)

3,172 0.0062 19.66 3,151 0.0062 19.53 3,150 0.0062 19.53

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0501 NOTL
Debt

Retirement
3,000 0.0070 21.00 3,000 0.0070 21.00 3,000 0.0070 21.00

Cost of Power

Commodity
(kWh)

750 0.0500 37.50 750 0.0500 37.50 750 0.0500 37.50

" 2,422 0.0590 142.87 2,401 0.0590 141.64 2,400 0.0590 141.62

Sub Total 326.51 305.98 315.54
G.S.T. 5.0% 16.33 5.0% 15.30 5.0% 15.78

Total Bill 342.84 321.28 331.32

GENERAL SERVICE < 50 - BILL IMPACTS (Monthly Consumptions)

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

Consumption

Loss Factor
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Filed: August 15, 2008

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service

Charge
192.09 192.09 327.61

9,840 kWh
Distribution

(kW)
62 0.8047 49.89 62 0.8047 49.89 62 1.7064 105.80

62 Kw Distributor 241.98 241.98 433.41

Regulatory
Assets (kW)

62 0.5337 33.09 0.00 62 0.0357 2.21

Retail
Transmisson

(kW)

66 3.3291 218.77 66 3.1501 207.01 65 3.1501 205.70

1.0599 2007/8
Wholesale &

Rural (kWh)
10,429 0.0062 64.66 10,429 0.0062 64.66 10,363 0.0062 64.25

1.0532 2009
Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt

Retirement
9,840 0.0070 68.88 9,840 0.0070 68.88 9,840 0.0070 68.88

Cost of Power

Commodity
(kWh)

10,429 0.0593 618.46 10,429 0.0593 618.46 10,363 0.0593 614.55

Sub Total 1,246.10 1,201.24 1,389.26

G.S.T. 6.0% 74.77 5.0% 60.06 5.0% 69.46

Total Bill 1,320.86 1,261.31 1,458.72

Increase over 2008 15.65%

Increase over 2007 10.44%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

284.91 165.87 463.72

9,840 kWh
Distribution
(kWh)

62 3.0608 189.77 62 1.7051 105.72 62 3.4654 214.85

62 Kw Distributor 474.68 271.59 678.57

Regulatory

Assets (kWh)
62 0.0000 0.00 62 0.0000 0.00 62 0.0000 0.00

Retail

Transmisson
(kWh)

66 3.3626 220.41 65 3.5913 233.84 65 2.4755 161.17

1.0572 NF
Wholesale &
Rural (kWh)

10,403 0.0062 64.50 10,334 0.0062 64.07 10,333 0.0062 64.06

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0501 NOTL
Debt

Retirement
9,840 0.0070 68.88 9,840 0.0070 68.88 9,840 0.0070 68.88

Cost of Power

Commodity
(kWh)

10,403 0.0593 616.89 10,334 0.0593 612.80 10,333 0.0593 612.75

Sub Total 1,445.60 1,251.43 1,585.69

G.S.T. 5.0% 72.28 5.0% 62.57 5.0% 79.28

Total Bill 1,517.88 1,314.00 1,664.97

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

GENERAL SERVICE 50 TO 4,999 KW - BILL IMPACTS (Monthly Consumptions)

Consumption

Loss Factor

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service

Charge
192.09 192.09 327.61

75,000 kWh
Distribution

(kW)
250 0.8047 201.18 250 0.8047 201.18 250 1.7064 426.60

250 Kw Distributor 393.27 393.27 754.21

Regulatory
Assets (kW)

250 0.5337 133.43 0.00 250 0.0357 8.93

Retail
Transmisson

(kW)

265 3.3291 882.13 265 3.1501 834.70 263 3.1501 829.42

1.0599 2007/8
Wholesale &

Rural (kWh)
79,493 0.0062 492.85 79,493 0.0062 492.85 78,990 0.0062 489.74

1.0532 2009
Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt

Retirement
75,000 0.0070 525.00 75,000 0.0070 525.00 75,000 0.0070 525.00

Cost of Power

Commodity
(kWh)

79,493 0.0593 4,713.91 79,493 0.0593 4,713.91 78,990 0.0593 4,684.11

Sub Total 7,140.83 6,959.97 7,291.65

G.S.T. 6.0% 428.45 5.0% 348.00 5.0% 364.58

Total Bill 7,569.28 7,307.97 7,656.23

Increase over 2008 4.77%

Increase over 2007 1.15%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

284.91 165.87 463.72

75,000 kWh
Distribution
(kWh)

250 3.0608 765.20 250 1.7051 426.28 250 3.4654 866.35

250 Kw Distributor 1,050.11 592.15 1,330.07

Regulatory

Assets (kWh)
250 0.0000 0.00 250 0.0000 0.00 250 0.0000 0.00

Retail

Transmisson
(kWh)

264 3.3626 888.74 263 3.5913 942.90 263 2.4755 649.88

1.0572 NF
Wholesale &
Rural (kWh)

79,290 0.0062 491.60 78,765 0.0062 488.34 78,758 0.0062 488.30

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0501 NOTL
Debt

Retirement
75,000 0.0070 525.00 75,000 0.0070 525.00 75,000 0.0070 525.00

Cost of Power

Commodity
(kWh)

79,290 0.0593 4,701.90 78,765 0.0593 4,670.76 78,758 0.0593 4,670.32

Sub Total 7,657.59 7,219.40 7,663.82

G.S.T. 5.0% 382.88 5.0% 360.97 5.0% 383.19

Total Bill 8,040.47 7,580.37 8,047.01

GENERAL SERVICE 50 TO 4,999 KW - BILL IMPACTS (Monthly Consumptions)

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

Consumption

Loss Factor
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

192.09 192.09 327.61

1,600,000 kWh
Distribution
(kW)

4,000 0.8047 3,218.80 4,000 0.8047 3,218.80 4,000 1.7064 6,825.60

4,000 Kw Transformer 4,000 (0.6000) -2,400.00 4,000 (0.6000) -2,400.00 4,000 (0.6000) -2,400.00

Distributor 1,010.89 1,010.89 4,753.21
Regulatory

Assets (kW)
4,000 0.5337 2,134.80 0.00 4,000 0.0357 142.80

Retail

Transmisson
(kW)

4,197 3.5965 15,095.23 4,197 3.4230 14,367.02 4,171 3.4230 14,276.65

1.0493 2007/8
Wholesale &
Rural (kWh)

1,678,880 0.0062 10,409.06 1,678,880 0.0062 10,409.06 1,668,320 0.0062 10,343.58

1.0427 2009
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt
Retirement

1,600,000 0.0070 11,200.00 1,600,000 0.0070 11,200.00 1,600,000 0.0070 11,200.00

Cost of Power
Commodity

(kWh)

1,678,880 0.0593 99,557.58 1,678,880 0.0593 99,557.58 1,668,320 0.0593 98,931.38

Sub Total 139,407.81 136,544.80 139,647.87

G.S.T. 6.0% 8,364.47 5.0% 6,827.24 5.0% 6,982.39

Total Bill 147,772.28 143,372.04 146,630.26

Increase over 2007 2.27%

Increase over 2008 -0.77%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service

Charge
284.91 165.07 463.72

1,600,000 kWh
Distribution

(kWh)
4,000 3.0608 12,243.20 4,000 1.7051 6,820.40 4,000 3.4654 13,861.60

4,000 Kw Distributor 12,528.11 6,985.47 14,325.32

Regulatory
Assets (kWh)

4,000 0.0000 0.00 4,000 0.0000 0.00 4,000 0.0000 0.00

Transformer 4,000 (0.6000) -2,400.00 4,000 (0.6000) -2,400.00 4,000 (0.6000) -2,400.00

Retail

Transmisson
(kWh)

4,186 3.3626 14,077.19 4,159 3.7102 15,429.98 4,158 3.5434 14,734.87

1.0466 NF
Wholesale &
Rural (kWh)

1,674,560 0.0062 10,382.27 1,663,520 0.0062 10,313.82 1,663,360 0.0062 10,312.83

1.0397 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0396 NOTL
Debt
Retirement

1,600,000 0.0070 11,200.00 1,600,000 0.0070 11,200.00 1,600,000 0.0070 11,200.00

Cost of Power
Commodity

(kWh)

1,674,560 0.0593 99,301.41 1,663,520 0.0593 98,646.74 1,663,360 0.0593 98,637.25

Sub Total 145,089.23 140,176.26 146,810.52
G.S.T. 5.0% 7,254.46 5.0% 7,008.81 5.0% 7,340.53

Total Bill 152,343.69 147,185.07 154,151.05

GENERAL SERVICE 50 TO 4,999 KW - BILL IMPACTS (Monthly Consumptions)

WELLAND HYDRO COMPARION 2007 - 2009

2007 BILL 2008 BILL 2009 BILL

Consumption

Loss Factor

2008 COMPARISION TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

Consumption

Loss Factor
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

10,646.53 10,646.53 12,512.31

2,400,000 kWh
Distribution
(kW)

5,400 0.7183 3,878.82 5,400 0.7183 3,878.82 5,400 0.8442 4,558.68

5,400 Kw Transformer 5,400 (0.6000) -3,240.00 5,400 (0.6000) -3,240.00 5,400 (0.6000) -3,240.00

Distributor 11,285.35 11,285.35 13,830.99
Regulatory

Assets (kW)
5,400 0.1004 542.16 0.00 5,400 0.0359 193.86

Retail

Transmisson
(kW)

5,424 3.2821 17,803.10 5,424 3.1638 17,161.40 5,424 3.1638 17,161.40

1.0045 2007-9
Wholesale &

Rural (kWh)
2,410,800 0.0062 14,946.96 2,410,800 0.0062 14,946.96 2,410,800 0.0062 14,946.96

Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt
Retirement

2,400,000 0.0070 16,800.00 2,400,000 0.0070 16,800.00 2,400,000 0.0070 16,800.00

Cost of Power
Commodity

(kWh)

750 0.0593 44.48 750 0.0593 44.48 750 0.0593 44.48

Cost of Power

Commodity
(kWh)

2,410,050 0.0593 142,915.97 2,410,050 0.0593 142,915.97 2,410,050 0.0593 142,915.97

Sub Total 204,338.26 203,154.40 205,893.90

G.S.T. 6.0% 12,260.30 5.0% 10,157.72 5.0% 10,294.70

Total Bill 216,598.55 213,312.12 216,188.60

Increase over 2008 1.35%

Increase over 2009 -0.19%

Kitchener Cambridge Sarnia

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

14,184.10 4,385.25 18,021.42

2,400,000 kWh
Distribution
(kWh)

5,400 1.4304 7,724.16 5,400 1.8342 9,904.68 5,400 1.1431 6,172.74

5,400 Kw Distributor 21,908.26 14,289.93 24,194.16

Regulatory

Assets (kWh)
5,400 0.0000 0.00 5,400 0.0000 0.00 5,400 0.0000 0.00

Transformer 5,400 (0.6000) -3,240.00 5,400 (0.6000) -3,240.00 5,400 (0.6000) -3,240.00

Retail

Transmisson

(kWh)

5,429 2.5292 13,730.07 5,428 3.2612 17,702.05 5,424 4.1757 22,650.25

1.0053 KIT
Wholesale &

Rural (kWh)
2,412,720 0.0062 14,958.86 2,412,480 0.0062 14,957.38 2,410,800 0.0062 14,946.96

1.0052 CAM
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0045 SAR
Debt
Retirement

2,400,000 0.0070 16,800.00 2,400,000 0.0070 16,800.00 2,400,000 0.0070 16,800.00

Cost of Power
Commodity

(kWh)

2,412,720 0.0593 143,074.30 2,412,480 0.0593 143,060.06 2,410,800 0.0593 142,960.44

Sub Total 207,231.74 203,569.67 218,312.06
G.S.T. 5.0% 10,361.59 5.0% 10,178.48 5.0% 10,915.60

Total Bill 217,593.32 213,748.16 229,227.66

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

LARGE USE - BILL IMPACTS (Monthly Consumptions)

Consumption

Loss Factor

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

10,646.53 10,646.53 12,512.31

4,700,000 kWh
Distribution
(kW)

13,900 0.7183 9,984.37 13,900 0.7183 9,984.37 13,900 0.8442 11,734.38

13,900 Kw Transformer 13,900 (0.6000) -8,340.00 13,900 (0.6000) -8,340.00 13,900 (0.6000) -8,340.00

Distributor 12,290.90 12,290.90 15,906.69
Regulatory

Assets (kW)
13,900 0.1004 1,395.56 0.00 13,900 0.0359 499.01

Retail
Transmisson

(kW)

13,963 3.2821 45,826.49 13,963 3.1638 44,174.72 13,963 3.1638 44,174.72

1.0045 2007-9
Wholesale &

Rural (kWh)
4,721,150 0.0062 29,271.13 4,721,150 0.0062 29,271.13 4,721,150 0.0062 29,271.13

Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt

Retirement
4,700,000 0.0070 32,900.00 4,700,000 0.0070 32,900.00 4,700,000 0.0070 32,900.00

Cost of Power

Commodity

(kWh)

4,721,150 0.0593 279,964.20 4,721,150 0.0593 279,964.20 4,721,150 0.0593 279,964.20

Sub Total 401,648.52 398,601.19 402,715.99

G.S.T. 6.0% 24,098.91 5.0% 19,930.06 5.0% 20,135.80

Total Bill 425,747.43 418,531.25 422,851.79

Increase over 2008 1.03%

Increase over 2007 -0.68%

Kitchener Cambridge Sarnia

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

14,184.10 4,385.25 18,021.42

4,700,000 kWh
Distribution
(kWh)

13,900 1.4304 19,882.56 13,900 1.8342 25,495.38 13,900 1.1431 15,889.09

13,900 Kw Distributor 34,066.66 29,880.63 33,910.51

Regulatory

Assets (kWh)
13,900 0.0000 0.00 13,900 0.0000 0.00 13,900 0.0000 0.00

Transformer 13,900 (0.6000) -8,340.00 13,900 (0.6000) -8,340.00 13,900 (0.6000) -8,340.00

Retail
Transmisson

(kWh)

13,974 2.5292 35,342.21 13,972 3.2612 45,566.40 13,963 4.1757 58,303.42

1.0053 KIT
Wholesale &

Rural (kWh)
4,724,910 0.0062 29,294.44 4,724,440 0.0062 29,291.53 4,721,150 0.0062 29,271.13

1.0052 CAM
Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0045 SAR
Debt

Retirement
4,700,000 0.0070 32,900.00 4,700,000 0.0070 32,900.00 4,700,000 0.0070 32,900.00

Cost of Power

Commodity
(kWh)

4,724,910 0.0593 280,187.16 4,724,440 0.0593 280,159.29 4,721,150 0.0593 279,964.20

Cost of Power
Commodity

(kWh)

0 0.0593 0.00 0 0.0593 0.00 0 0.0593 0.00

Sub Total 403,450.72 409,458.10 426,009.51
G.S.T. 5.0% 20,172.54 5.0% 20,472.90 5.0% 21,300.48

Total Bill 423,623.26 429,931.00 447,309.98

LARGE USE - BILL IMPACTS (Monthly Consumptions)

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

Consumption

Loss Factor
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service

Charge
9.71 9.71 12.91

500 kWh
Distribution

(kWh)
500 0.0067 3.35 500 0.0067 3.35 500 0.0089 4.45

Distributor 13.06 13.06 17.36

Regulatory
Assets (kWh)

500 0.0020 1.00 0.00 500 0.0004 0.20

Retail
Transmisson

(kWh)

530 0.0097 5.14 530 0.0092 4.88 527 0.0092 4.84

1.0599 2007/8
Wholesale &

Rural (kWh)
530 0.0062 3.29 530 0.0062 3.29 527 0.0062 3.26

1.0532 2009
Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt

Retirement
500 0.0070 3.50 500 0.0070 3.50 500 0.0070 3.50

Cost of Power

Commodity
(kWh)

530 0.0500 26.50 530 0.0500 26.50 527 0.0500 26.33

Sub Total 52.74 51.47 55.75

G.S.T. 6.0% 3.16 5.0% 2.57 5.0% 2.79

Total Bill 55.90 54.04 58.54

Increase over 2008 8.31%

Increase over 2007 4.72%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

24.03 12.82 39.87

500 kWh
Distribution
(kWh)

500 0.0102 5.10 500 0.0106 5.30 500 0.0120 6.00

Distributor 29.13 18.12 45.87

Regulatory

Assets (kWh)
500 0.0000 0.00 500 0.0000 0.00 500 0.0000 0.00

Retail

Transmisson
(kWh)

529 0.0083 4.39 525 0.0090 4.73 525 0.0062 3.26

1.0572 NF
Wholesale &
Rural (kWh)

529 0.0062 3.28 525 0.0062 3.26 525 0.0062 3.26

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0501 NOTL
Debt

Retirement
500 0.0070 3.50 500 0.0070 3.50 500 0.0070 3.50

Cost of Power

Commodity
(kWh)

529 0.0500 26.43 525 0.0500 26.26 525 0.0500 26.25

Sub Total 66.97 56.11 82.38

G.S.T. 5.0% 3.35 5.0% 2.81 5.0% 4.12

Total Bill 70.32 58.91 86.50

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

UNMETERED SCATTERED - BILL IMPACTS (Monthly Consumptions)

Consumption

Loss Factor

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service

Charge
0.36 0.36 1.97

134.55 kWh
Distribution

(kW)
0.30 0.8231 0.25 0.30 0.8231 0.25 0.30 4.5024 1.35

0.30 Kw Distributor 0.61 0.61 3.32

Regulatory
Assets (kW)

0.30 1.2981 0.39 0.00 0.30 0.0365 0.01

Retail
Transmisson

(kW)

0.32 3.1007 0.99 0.32 2.9340 0.93 0.32 2.9340 0.93

1.0599 2007/8
Wholesale &

Rural (kWh)
143 0.0062 0.88 143 0.0062 0.88 142 0.0062 0.88

1.0532 2009
Standard

Supply
1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt

Retirement
135 0.0070 0.94 135 0.0070 0.94 135 0.0070 0.94

Cost of Power

Commodity
(kWh)

143 0.0500 7.13 143 0.0500 7.13 142 0.0500 7.09

Sub Total 11.19 10.75 13.41

G.S.T. 6.0% 0.67 5.0% 0.54 5.0% 0.67

Total Bill 11.86 11.28 14.09

Increase over 2008 24.83%

Increase over 2007 18.76%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

1.12 0.00 2.92

134.55 kWh
Distribution
(kWh)

0.30 4.1487 1.24 0.30 0.0000 0.00 0.30 5.8909 1.77

0.30 Kw Distributor 2.36 0.00 4.69

Regulatory

Assets (kWh)
0.30 0.0000 0.00 0.30 0.0000 0.00 0.30 0.0000 0.00

Retail

Transmisson
(kWh)

0.32 2.5977 0.82 0.32 0.0000 0.00 0.32 1.8969 0.60

1.0572 NF
Wholesale &
Rural (kWh)

142 0.0062 0.88 141 0.0000 0.00 141 0.0062 0.88

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.0000 0.00 1.00 0.2500 0.25

1.0501 NOTL
Debt

Retirement
135 0.0070 0.94 135 0.0000 0.00 135 0.0070 0.94

Cost of Power

Commodity
(kWh)

142 0.0500 7.11 141 0.0000 0.00 141 0.0530 7.49

Sub Total 12.37 0.00 14.84

G.S.T. 5.0% 0.62 5.0% 0.00 5.0% 0.74

Total Bill 12.99 0.00 15.58

SENTINEL LIGHTS - BILL IMPACTS (Monthly Consumptions)

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

Consumption

Loss Factor
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Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service
Charge

6677 0.18 1,201.86 6677 0.18 1,201.86 6677 1.37 9,147.49

417,140 kWh
Distribution
(kW)

1,106.00 0.7688 850.29 1106.00 0.7688 850.29 1,106.00 5.8294 6,447.32

1,106.00 Kw Distributor 2,052.15 2,052.15 15,594.81

Regulatory

Assets (kW)
1,106.00 0.0477 52.76 0.00 1,106.00 0.0354 39.15

Retail

Transmisson
(kW)

1,172.25 3.0939 3,626.82 1172.25 2.9275 3,431.76 1,164.84 2.9275 3,410.07

1.0599 2007/8
Wholesale &
Rural (kWh)

442,127 0.0062 2,741.19 442,127 0.0062 2,741.19 439,332 0.0062 2,723.86

1.0532 2009
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

Debt
Retirement

417,140 0.0070 2,919.98 417,140 0.0070 2,919.98 417,140 0.0070 2,919.98

Cost of Power
Commodity

(kWh)

442,127 0.0500 22,106.33 442,127 0.0500 22,106.33 439,332 0.0500 21,966.59

Sub Total 33,499.48 33,251.66 46,654.71

G.S.T. 6.0% 2,009.97 5.0% 1,662.58 5.0% 2,332.74

Total Bill 35,509.45 34,914.25 48,987.44

Increase over 2008 40.31%

Increase over 2007 37.96%

Niagara Falls Grimsby N.O.T.L.

Volume
RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$
Volume

RATE

$

CHARGE

$

Monthly Service

Charge
6677 0.33 2,203.41 6677 0.66 4,406.82 6677 1.10 7,344.70

417,140 kWh
Distribution

(kWh)
1,106.00 1.7192 1,901.44 1106.00 3.4653 3,832.62 1,106.00 4.3107 4,767.63

1,106.00 Kw Distributor 4,104.85 8,239.44 12,112.33

Regulatory
Assets (kWh)

1,106.00 0.0000 0.00 1106.00 0.0000 0.00 1,106.00 0.0000 0.00

Retail

Transmisson

(kWh)

1,169.26 2.5655 2,999.74 1161.52 2.7418 3,184.66 1,161.41 1.8793 2,182.64

1.0572 NF
Wholesale &

Rural (kWh)
441,000 0.0062 2,734.20 438,080 0.0062 2,716.10 438,039 0.0062 2,715.84

1.0502 GR
Standard
Supply

1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25

1.0501 NOTL
Debt
Retirement

417,140 0.0070 2,919.98 417,140 0.0070 2,919.98 417,140 0.0070 2,919.98

Cost of Power
Commodity

(kWh)

441,000 0.0500 22,050.02 438,080 0.0500 21,904.02 438,039 0.0500 21,901.94

Sub Total 34,809.04 38,964.45 41,832.98
G.S.T. 5.0% 1,740.45 5.0% 1,948.22 5.0% 2,091.65

Total Bill 36,549.50 40,912.67 43,924.63

Consumption

Loss Factor

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

2008 BILL 2008 BILL 2008 BILL

STREET LIGHTS - BILL IMPACTS (Monthly Consumptions)

Consumption

Loss Factor

WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
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Consumption Consumption 2008 Bill 2009 Bill Difference Bill Impact Max Min

kWh kW $ %

Residential 100 0 $23.57 $24.67 $1.10 4.66% 4.66% 1.54%

250 0 $37.82 $39.09 $1.26 3.34%

500 0 $61.57 $63.11 $1.54 2.50%

600 0 $71.41 $73.03 $1.61 2.26%

750 0 $87.17 $88.94 $1.77 2.03%

1,000 0 $113.42 $115.45 $2.03 1.79%

1,500 0 $165.94 $168.49 $2.55 1.54%

General Service Less Than 50 kW 2,000 0 $207.91 $220.20 $12.29 5.91% 5.91% 2.97%

3,000 0 $305.10 $319.80 $14.70 4.82%

10,000 0 $985.39 $1,017.01 $31.62 3.21%

12,500 0 $1,228.35 $1,266.01 $37.66 3.07%

15,000 0 $1,471.31 $1,515.01 $43.70 2.97%

General Service 50 to 4,999 kW 9,840 62 $1,261.31 $1,458.72 $197.41 15.65% 15.65% 2.32%

75,000 250 $7,307.97 $7,656.23 $348.26 4.77%

200,000 500 $18,426.21 $18,957.41 $531.19 2.88%

800,000 2,000 $73,098.99 $74,796.87 $1,697.88 2.32%

General Service 50 to 4,999 kW

Includes Transformer Credit

Large Use 2,400,000 5,400 $213,312.12 $216,188.60 $2,876.48 1.35% 1.35% 1.03%

3,100,000 7,500 $274,084.68 $277,317.93 $3,233.24 1.18%

4,200,000 10,000 $366,815.51 $370,473.48 $3,657.97 1.00%

4,700,000 13,900 $418,531.25 $422,851.79 $4,320.54 1.03%

Unmetered Scattered Load 250 $32.25 $36.18 $3.93 12.18% 12.18% 8.32%

500 $54.04 $58.54 $4.49 8.32%

$146,630.26 $3,258.23 2.27%

Welland Hydro Electric System Corp.

1,600,000 4,000 $143,372.04

Class

Bill Impacts by Consumption
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