
 

Responses to VECC Interrogatories January 13, 2023 

EB-2022-0056 
Orangeville Hydro Limited 

Application for electricity distribution rates and other 
charges effective May 1, 2023 

VECC-1 

Ref: Application p. 16 

The evidence states “Orangeville Hydro last adjusted its Low Voltage rate in its 2014 Cost of 
Service Application (EB-2013-0160). Since that time, the Low Voltage amounts paid to the host 
distributor have increased significantly annually. Orangeville Hydro has used the same approach 
that the IRM model uses to adjust RTSR rates.” 

a) Please describe the methodology used. 

Response: 

Orangeville Hydro utilized the same methodology as the September 14, 2022 RTSR workform 
from the OEB website to update the LV rates. To calculate the LV costs, in a separate spreadsheet, 
Orangeville Hydro completed a summary showing the historical 2021 LV costs in tab LV-Historical 
2021.  In the following tab LV-Current 2022, the current 2022 LV costs were entered, using the 
billed demand values and 2022 rates from the Hydro One monthly invoice, except for December 
2022 demand values which had not been received yet (Orangeville Hydro used December 2021 
demand multiplied by 2022 Hydro One rates). In the third tab LV Forecast 2023, the forecast LV 
costs were entered. For the forecast costs to be calculated, the same demand was used from the 
LV-Current 2022 tab, with updated 2023 Hydro One rates from EB-2021-0110. When the IRM was 
originally submitted on October 12, 2022, an estimate of 2023 Hydro One rates was used.  
Included with these Interrogatory responses, the LV rates in tab LV Forecast 2023 have been 
updated to reflect the approved Hydro One tariff for Sub transmission rates in EB-2021-0110. This 
provides final forecasted LV costs for 2023 of $835,475. 



 

 

 

 

 

 

 

 



 

After the forecasted LV costs had been determined, this total value was input into the RTSR model 
in the Host Charges section.  The Host volumes that had been included in the original IRM 
submission were deleted, as they were not used or relevant in this model for any calculation 
purposes. 

 

The 2023 Forecasted Volume values were entered, which were the same amounts as those used 
in the RTSR Workform rate calculations.  These are 2021 RRR values, non-loss adjusted. The RTSR 
connection rate is then multiplied by the volumes (loss adjusted for kWh, non-loss adjusted for 
kW) to provide the RTSR Connection Revenue and an allocation percentage by class.  This 
allocation percentage is multiplied by the total forecasted Low Voltage amount to obtain the 
Allocated Low Voltage Charge by Class.  The Allocated Low Voltage Charge by Class is then divided 
by the Delivered Volume, which is non-loss adjusted kWh and kW Volumes. This provides the Low 
Voltage Rates by Class. 

 

b) Please confirm Orangeville Hydro used the same methodology approved in EB-2013-0160 to 
adjust the low voltage rate.  If not, please explain the differences. 

Response: 
Orangeville Hydro used an overall similar methodology approved in EB-2013-0160 to adjust the LV 
rate. The methodology used by Orangeville Hydro in EB-2013-0160 is as follows: The actual LV 
rates from the 2014 Hydro One IRM were obtained from EB-2013-0141. These rates were applied 
to 2013 actual kW to obtain a total LV forecasted expenses.  



 

 

 The basis for allocation calculated the dollars by class using the Retail Transmission Connection 
Rate multiplied by the forecasted Annual kWh and kW by class. This was then used to calculate 
the allocation percentages by Class, and then the Allocated dollars by Class. 

 

 

The LV rates were then determined using the same forecasted kWh and kW as above, and 
dividing the LV allocated dollars by the forecasted kWh and kW.  

 

c) Please confirm that energy based billing determinants are adjusted for losses but the demand 
based billing determinants are not adjusted for losses. 



 

Response: 

Orangeville Hydro adjusted the RTSR model from the original submission on October 12, 2022 to 
change the billing determinants to delivered volumes, which are not loss adjusted for both energy 
based and demand based billing determinants.  

d) Please explain why this adjustment is required in 2023 and cannot wait until Orangeville 
Hydro’s next Cost of Service application. 
 

Response: 

Orangeville Hydro has seen a significant increase in the difference between LV Costs and LV 
revenues since its last Cost of Service application in 2014.  The LV charge relates to the cost of a 
Host Distributor to distribute electricity to an Embedded Distributor. The variance between LV 
charges paid to Host Distributors and the LVSR billed to customers are captured in 1550 LV 
Variance Account.  LVSRs are set as part of rebasing rate applications.  Other charges paid to the 
Host Distributor, such as RSVA Transmission Network and RSVA Transmission Connection have 
much smaller balances as the OEB IRM Rate Generator Model updates the RTSR’s mechanistically 
as part of an IRM.  The table below shows Orangeville Hydro’s Host Distributor Total Claim 
balances for disposal as of December 31, 2021 from the OEB Rate Generator Model, tab 3 
Continuity Schedule. 

 

The accumulation of variance account balances may further cause intergenerational inequity 
when variance account balances are recovered/returned in future periods. Based on the rate 
making principle of cost causality, costs should be borne by the customers that cause those costs. 
Delaying the recovery of the LV Variance Account can potentially create misalignment with cost 
causality. Although LV is a Group 1 account and is typically disposed of on an annual basis, the size 
of the variance has become significantly higher than other variance accounts. This also becomes 
more difficult to manage for cash flow purposes, with the Account 1550 disposition amount in 
Orangeville Hydro’s 2022 IRM application being $881,642, which was 88% of the total Group 1 
account claim of $1,001,144. 

There are precedents where the OEB has allowed the resetting of the LVSR as part of an IRM.  In 
EB-2021-0042, as part of Milton Hydro Distribution Inc.’s IRM application, the OEB approved a 
request to reset LVSRs as part of the proceedings. 

Group 1 Account related to Host Distributor

Host Amount 
requested for 

Disposition in 2023 
IRM

As a % of Total

USoA 1550 LV Variance Account 948,279$                     90%
USoA 1584 RSVA - Retail Transmission Network Charge 72,678$                       7%
USoA 1584 RSVA - Retail Transmission Transmission Charge 29,782$                       3%

1,050,739$                 100%



 

e) Please provide the current balance in account 1550 LV Variance. 

Response: 

The balance at October 31, 2022 in account 1550 LV Variance, including interest of $24,481.46, is 
$1,444,959.64. 
  

f) Please explain why this request is in the best interest of customers. 

Response: 
Orangeville Hydro believes it is in the best interest of its customers to adjust the LVSR rate for the 
2023 rates as opposed to waiting until its next cost of service rate application for the following 
reasons: 

• To mitigate the potential rate increases associated with its next rebasing.  
• By adjusting the LV rate prior to the next cost of service application, it also prevents a 

larger balance from accumulating in the variance account. 
• To ensure rate stability for customers.  If Orangeville Hydro is able to better match costs to 

revenues, this will ensure better accounting practices, which will lead to smaller variance 
balances to be disposed of in a future period. 

• To mitigate intergenerational inequities to the best of our ability. 
 

g) Please confirm Orangeville Hydro is only seeking to reset the LVSR for the 2023 rate year and not 
for future IRM years. 

Response: 
Orangeville Hydro is presently seeking the OEB’s approval to reset the LVSR for the 2023 rate year 
and not for future IRM years at this time. 

VECC-2 

Ref: Application p. 16 

Orangeville Hydro expects that the Low Voltage rates can be adjusted based on the OEB- 
approved host-Low Voltage rates when determined. 

Please provide the timing of this adjustment and the impact on the proposed Low Voltage rates in 
2023. 

Response: 
The Decision and Order for Hydro One Cost of Service rate application EB-2021-0110 was 
approved by the OEB on November 29, 2022. Based on the same demand values for 2022 and 
2023, the LV total costs decreased by 11.4% in 2023 over 2022 costs. 

 



 

VECC-3 

Ref: Application p. 16-17 
 
Please provide a table that sets out the following for the years 2014 to 2023: 

• Low Voltage Payments to Host Distributors 
• Low Voltage Revenues 
• Variance of Costs compared to Revenues 

Response: 

Please see below a table summarizing this requested information, using 2023 Low Voltage 
Payments to Host Distributor (EB-2021-0110) and updated 2023 forecasted LV revenue rates.  The 
variance of $141,395 in 2023 takes into account Orangeville Hydro’s rate year of May 1st, 2023. 

 

 

VECC-4 

Ref: Application p. 16-17 

Please quantify the anticipated incremental impact/variance on the total balances 



 

in account 1550 LV Variance Account (as of December 31, 2023) based on a) 
status quo of LVSRs and b) Orangeville Hydro’s proposed updated LVSRs. 

Response: 

Please see below a table summarizing this requested information.  Based on status quo of LVSRs, 
Orangeville Hydro’s LV Total 1550 Account Balance would be $995,174.  Based on Orangeville 
Hydro’s proposed updated LVSRs, the LV Total 1550 Account Balance would be $700,083.  As per 
the response in VECC-1 (f), if Orangeville Hydro is able to better match costs to revenues, this will 
ensure better accounting practices, which will lead to smaller variance balances to be disposed of 
in a future period. 

 

VECC-5 

Ref: EB-2021-0042 Milton Hydro Distribution Inc. IRM Application & Decision 

a) Please discuss how Orangeville Hydro’s methodology to calculate the adjustment to Low 
Voltage Service Rates in 2023 differs from the Low Voltage adjustment 
methodology/calculation approved in Milton Hydro’s application for 2022 rates. 

Response: 

Orangeville Hydro used a slightly different methodology than Milton Hydro used to calculate the 
LV rate adjustment. Milton Hydro used the previous year’s actual LV costs paid to its Host 
Distributor as the numerator dollar amount and allocated this amount to customer classes on the 
same basis as the Transmission Connection Charges, and then applied the previous year’s 
Transmission Connection denominator volumes to calculate the LVSRs. The difference between 
Milton Hydro and Orangeville Hydro’s methodology is that Orangeville Hydro was able to use 
approved 2023 Hydro One rates due to our May 1st rate change. Orangeville Hydro’s forecasted 



 

LV costs were based on the historical 2022 demand values multiplied by the 2023 approved Hydro 
One LV rates in EB-2021-0110.  Hydro One’s Decision and Order EB-2021-0110 was not available 
to Milton Hydro as it had aligned its rate change to January 1st. 
 
b) If different, please explain the advantages of Orangeville Hydro’s proposed methodology. 

Response: 

Advantages 

• Allows for a more accurate forecast of costs, by using actual rates for the forecasted year, 
based on OEB-approved rates. 

• Would enable smaller variances in Account 1550 LV variance account.  
• The approved OEB RTSR model (used for Transmission Network and Transmission 

Connection in the course of a COS) was used to complete the final LV rate calculation. 
• Would allow for less volatility in rates due to timing of rate changes, enabling small rate 

impacts. 
• LV rates typically have a larger number of rates involved in the total LV costs, including 

rate riders. Using actual 2023 rates allows for inclusion or removal of all applicable rates, 
which could increase or decrease the forecasted rates significantly, creating more precise 
forecasted costs. 

Disadvantages 

• A separate spreadsheet had to be completed to calculate the correct forecasted LV costs, 
prior to inputting this value into the OEB RTSR model for final LV rate calculation. 

• LV rates typically have a larger number of rates involved in the total LV costs, including 
rate riders. There is the potential for missing an applicable rate in the forecasted rate 
calculation. 

VECC-6 

Ref: Application p.16 

Orangeville Hydro is applying for an adjustment of its Low Voltage (LV) rates billed to customers 
based on a comparison of historical LV costs adjusted for expected increases to the Low 
Voltage rates. 
 
Please provide this comparison. 

Response: 

Orangeville Hydro compared historical LV Variances to determine that there was a need for an LV 
rate increase to better match revenues with costs.  Please see the table provided in Question 
VECC-3. It shows the increase in LV costs year over year, which have increased 56% from 2014 to 
2023 with no corresponding increase to revenues from customers.  This table shows the 



 

reduction in LV Account Balance with the forecasted 2023 rate increase based on Hydro One’s 
approved 2023 LV rates. 


