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1 7-1-1 COST ALLOCATION STUDY REQUIREMENTS 
2 

3 1. INTRODUCTION 
4 InnPower  has  prepared  and  is  filing  a  cost  allocation  approach  that  is  consistent  with  its 
5 understanding  of  the  Directions  and Policies  in the  Board’s  reports  of  November  28,  2007, 
6 Application of Cost Allocation for Electricity Distributors, and March 31, 2011, Review of Electricity 
7 Distribution  Cost   Allocation  Policy   (EB-2010-0219)  (the  “Cost   Allocation  Reports”)  and all 
8 subsequent updates. 
9 

10 The  following Exhibit outlines the  previously  approved cost  allocation,  proposed cost allocation 
11 factors,   proposed  cost   allocation  adjustments   and  proposed  cost   allocation  requested for 
12 approval. 
13 

14 The Cost Allocation Model is filed as Appendix 7-1-1 (A) and the Revenue Requirement Workform 
15 is filed as Appendix 6-1-1 (A). 
16 

17 1.1 Previously Approved Cost Allocation Study (2017) 
18 The previously Board Approved revenue to cost  ratios  are presented as  a point  of  reference to 
19 the proposed 2024 Test Year ratios. As part of its last Cost of Service Rate Application (EB-2016- 
20 0085),  InnPower  updated the cost  allocation  revenue  to cost  ratios  with 2017  base  revenue 
21 requirement information. The revenue to cost ratios from the 2017 Application and Settlement are 
22 presented below. 
23 

24 Table 7-1: Previously Approved Ratios (2017 COS) 
 
 
 
 
 
 
 

25 
26 

Customer Class 2017 Approved Revenue to 
Cost Ratio 

Residential 99.44 
GS<50 kW 103.54 
GS>50 to 4,999 kW 98.41 
Street Lighting 102.71 
Sentinel Lighting 120.00 
Unmetered Scattered Load 99.41 
Embedded Distributor 98.41 
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1 1.2 Proposed Cost Allocation Study (2024 using the 2023 Model) 
2 The Cost Allocation Study for 2024 allocates the 2024 Test Year’s costs (i.e., the forecast revenue 
3 requirement) to the various customer classes using allocators that are based on the forecast class 
4 loads (kW and kWh) by class, customer counts, etc. 
5 

6 InnPower has  used the latest OEB published Cost  Allocation Model (issued May 27, 2022)  and 
7 has followed the instructions and guidelines issued by  the OEB  to enter the  2024 data into this 
8 model. 
9 

10 1.3 Trial Balance Input 
11 InnPower populated the information in worksheet “I3 Trial Balance Data” with the 2024 forecasted 
12 data,  Targeted  Net  Income,  PILs,   interest   on  long-term   debt  and  the  Targeted Revenue 
13 Requirement and Rate Base. 
14 

15 InnPower confirms that the values balanced as per the Revenue Requirement Workform. 
16 

17 1.4 Break-out of Assets 
18 InnPower updated the allocation of the accounts in the worksheet “I4 Break-out of Assets” with 
19 the 2024 forecasted data. 
20 

21 InnPower confirms that the values balanced as per the Cost Allocation model. 

22 

23 InnPower  referred  to  the  OEB’s  “Cost  Allocation  Information  Filing  Guidelines for Electricity 
24 Distributor’s” to confirm the understanding of bulk assets and definitions of primary and secondary 
25 assets. 
26 

27 1.5 Miscellaneous Data 
28 InnPower updated the following information in the worksheet “I5 Miscellaneous Data”: 
29 

30 • Structure KM of road (580 km) 

31 • Deemed Equity component of 40% of the rate base 

32 • Working Capital Allowance of 7.5% 
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1 • The proportion of pole rental income from secondary lines of 19% 

2 

3 1.6 Weighting Factors 
4 As instructed by the Board,  in Sheet  “I5.2 Weighting Factors”, InnPower has  used LDC specific 
5 factors rather than continue to use OEB approved default factors. The utility has applied service 
6 costs  across  all  classes  except  Sentinel  Lighting  and  Unmetered Scattered  Load  where no 
7 services costs are incurred. Billing & Collecting weightings for each customer classification have 
8 been applied.   A review of the allocation of the costs to the customer classes on worksheet  “O4 
9 Summary  by  Class  &  Accounts”  in  the  Cost  Allocation  Model  based  on  the  weightings  is 

10 reasonable in the opinion of InnPower Corporation. 
11 

12 Table 7-2: Weighting Factors 

13  
14 

15 Proposed Services Weighting Factors 
16 In determining the Services Weighting Factors, InnPower has  utilized the 2017  Cost  of  Service 
17 numbers filed (EB-2016-0085) to determine costs, rate class and primary/secondary connections 
18 charged to Account 1855.  These amounts were approved by the Board and there have been no 
19 significant changes in InnPower’s policies or practices that would impact the weightings. 
20 

21 Table 7-3: Summary of Costs for Account 1855 

22  
23 
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1 The next step was to determine the average cost per connection by rate class based on the overall 
2 number  of  layouts.  The Residential  Rate  was  assigned a weight factor of 1.00. The remaining 
3 weight factors were then determined by dividing the residential average connection costs into the 
4 rate class specific average connection costs. 
5 

6 Table 7-4: Services Weight Factor Determination 

7  
8 

9 1.7 Proposed Billing and Collecting Weighting Factors 
10 In determining the Billing and Collecting Weighting Factors, InnPower used the same 
11 methodology as the Services Weighting Factors, utilizing the costs for Billing and Collecting 
12 allocated to the appropriate rate classes. For example, collection costs are not equally applied to 
13 all rate classes. 
14 

15 A derivation of the billing and collecting weighting factors for the rate class is illustrated in the 
16 table below. 
17 

18 Table 7-5: Billing and Collecting Weight Factors 

19  
20 
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1 The above table shows: 
2 

3 • The annual costs to produce an electricity bill including, but not limited to, vendor 

4 maintenance fees for Customer Information Systems, bill print solutions for document 
5 management and e-billing, collecting meter readings and interval data, bill validation and 
6 labour time to calculate, print and validate bills. Costs are allocated based on the number 
7 of accounts and whether the expense is unique to a certain rate class. 
8 • Collection costs mainly relate to InnPower labour, as the utility performs the majority of its 
9 own collections. Final billed customers overdue in excess of 3 to 6 months are referred to 

10 a third-party collection agency. 
11 

12 1.8 Revenue 
13 

14 In Worksheet  “I6.1 - Revenue”, InnPower has  inputted the 2024 Test  Year  load  forecast  data 
15 (kWh and kW), the proposed revenue deficiency and miscellaneous revenue. This is illustrated in 
16 the table below. 
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1 Table 7-6: Worksheet “I6.1 Revenue” of the Costs Allocation Model 

 
2 
3 

4 1.9 Customer Data 
5 Worksheet “I6.2 Customer Data” has been updated with the required Bad Debt and Late Payment 
6 revenue data, as well as the 2024 Test Year forecasted number of customers, connections, and 
7 number of devices. InnPower has  reviewed the Board’s letter dated June 12,  2015,  “Review  of 
8 Cost Allocation Policy  for  Unmetered Loads (EB-2012-0383)”  and has  inputted the  number of 
9 devices and connections for its Street Lighting class. 

10 

11 Below is a summary of worksheet “I6.2 – Customer Data”: 

12 
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1 Table 7-7: Worksheet “I6-2 Customer Data” of the Cost Allocation Model 

 
2 
3 

4 1.10 Meter Capital and Meter Reading 
5 InnPower has updated the capital cost per meter information in the Worksheet “I7.1 Meter Capital” 
6 and the meter reading information in Worksheet  “I7.2 Meter Reading”. InnPower used the  2024 
7 Test  Year  forecasted  number  of  units,  as  well  as  the  average  cost  per installed meter and 
8 weighting factor for meter reads. 
9 

10 1.11 Demand Data and Load Profiles 
11 For previous InnPower Cost  of  Service applications,  InnPower  relied on load  profiles produced 
12 by Hydro One Networks Inc., (HONI) which were based on sample data from 2004. The coincident 
13 peak  and non-coincident  peak  values  populated in worksheet  I8 of  the OEB’s  Cost Allocation 
14 model were scaled from InnPower’s initial cost allocation informational filing, using the ratio of the 
15 Test Year load forecast to the base year load for each rate class. 
16 

16 In preparing this Application, InnPower assessed available methodologies to prepare updated load 
17 profiles for its rate classes based on more recent data, and is of the view that the most appropriate 
18 methodology is the Historical Average approach using weather-actual data outlined in section 2.7.1.1 
19 of the Filing Requirements. To prepare updated load profiles utilizing this method, a minimum of three 
20 years of hourly data is required, with five years of hourly data optimal. On assessment, InnPower 



13  

InnPower Corporation 
EB-2023-0033 

Exhibit 7 
Tab 1 

Schedule 1 
June 22, 2023 

 

1 discovered it does not have the data required at this time. 
2  
3 InnPower determined that the most appropriate course of action was to leverage the 2004 
4 HONI-developed demand profiles for the purpose of its 2024 Cost of Service application, with a 
5 commitment to develop updated load profiles when a complete set of hourly data is available to 
6 inform its next Cost of Service application 
5 

6 Please refer to Exhibit 3 for more details, including how load profiles have been normalized for 

7 weather and notable events impacting usage patterns. 
8 

9 The tables below summarize the Coincident Peak (CP) and Non-Coincident Peak (NCP) 

10 demand values for 2024 by customer class which are used in the Cost Allocation model: 
11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 
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1 Table 7-8: Coincident Peak: Demand Data for 2024 Test Year 
 
 
 
 
 
 
 
 
 
 
 

2 
3 

4 Table 7-9: Non-Coincident Peak: Demand Data for 2024 Test Year 
 
 
 
 
 
 
 
 
 
 
 

5 
6 

7 InnPower has inputted the CP and NCP values derived from the HONI method into Worksheet 
8 “I8 Demand Data” of the Cost Allocation Model. 
9 

10 InnPower confirms the following: 

11 

12 • The Applicant proposes to use the CP and NCP data as calculated under the traditional 
13 HONI method. 

14 • The Applicant has filed the Cost Allocation Model (as a live excel file) with this Application. 
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1 • The Applicant has populated sheets 10 and 11 of the Revenue Requirement Workform. 

2 • The Applicant confirms that the inputs into the models are consistent with the 2024 Test 
3 Year load forecast, changes to customer classes and load profiles. 
4 

5 1.12 Direct Allocation 
6 InnPower confirms that no Direct Allocations were entered in the Worksheet “I9 Direct Allocation”. 
7 

8 1.13 Worksheet O1-O2 
9 The revenue to cost ratios calculated in Worksheets “O1 Revenue to Cost/RR” and “O2 Fixed 

10 Charge/Floor/Ceiling” of the Cost Allocation Model have been updated for the 2024 Test Year 
11 and are presented in the tables below: 



16  

InnPower Corporation 
EB-2023-0033 

Exhibit 7 
Tab 1 

Schedule 1 
June 22, 2023 

 

1 Table 7-10: Worksheet O1 Revenue to Cost Ratios of the Cost Allocation Model 

 
2 

3 

4 Table 7-11: Worksheet O2 Revenue to Cost Ratios of the Cost Allocation Model 
5 
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1 7-1-2 SPECIFIC CUSTOMER CLASSES 
2 

3 InnPower  is  requesting a new customer class  in this  application for  an embedded distributor. 
4 InnPower has included the new class in the cost allocation study and RRFW. Please see Exhibit 
5 1-1-9 for more details. 
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1 7-1-3 NEW CUSTOMER CLASSES 
2 

3 InnPower  is  requesting a new customer class  in this  application for  an embedded distributor. 
4 InnPower has included the new class in the cost allocation study and RRFW. Please see Exhibit 
5 1-1-9 for more details. 
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1 7-1-4 ELIMINATED CUSTOMER CLASSES 
2 

InnPower Corporation 
EB-2023-0033 

Exhibit 7 
Tab 1 

Schedule 4 
June 22, 2023 

3 InnPower is not requesting the elimination of any customer classes in this application. 
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1 7-1-5 MICROFIT 
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3 InnPower has not included microFIT as a separate class, rather it intends to use the generic rate 

4 for 2024. 
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1 7-1-6 CLASS REVENUE REQUIREMENTS 
2 

3 Class Revenue Analysis 
4 The table below shows the results from the previous Cost Allocation Study from the 2017 Test 
5 Year as approved in InnPower’s 2016 Cost of Service Rate Application (EB-2016-0085): 
6 

7 Table 7-12: 2017 Test Year Results of the Cost Allocation Study (EB-2016-0085) 

8  
9 

10 The table below shows the results from the current Cost Allocation Study from the 2024 Test 
11 Year: 
12 

13 Table 7-13: 2024 Test Year Results of the Cost Allocation Study (EB-2023-0033) 
 

 
14 
15 

16 The table below shows the allocation percentage and base revenue requirement allocation under 
17 the three scenarios of (a) existing rates, (b) cost allocation results and (c) proposed 2024 
18 allocation. 
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2 
3 

4 The table below shows the revenue offset allocation which resulted from Cost Allocation Study 
5 (Sheet O1). 
6 

7 Table 7-15: Revenue Offset Allocation from the Cost Allocation Study 

8  
9 

10 The table below shows the allocation of the service revenue requirement under the same three 
11 scenarios. 
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1 Table 7-16: Service Revenue Requirement Allocation from the Cost Allocation Study 

2  
3 
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1 7-1-7 REVENUE-TO-COST RATIOS 
2 

3 The results of a cost allocation study are typically presented in the form of revenue to cost ratios. 
4 The ratio is shown by rate classification and is the percentage of distribution revenue collected by 
5 rate classification compared to the costs allocated to the classification. 
6 

7 In the “Review of Electricity Distribution Cost Allocation Policy - EB-2010-0219” report (issued 

8 March 31,  2011),  the Board  established  what  it  considered to be the appropriate   ranges  of 
9 revenue to cost ratios. The ranges are Residential 0.85 to 1.15 and all other classes 0.80 to 1.20. 

10 

11 Cost Allocation Results and Analysis 
12 The table below illustrates InnPower’s proposed Revenue to Cost reallocation based on analysis 
13 of the proposed results from the Cost Allocation Study vs. the Board’s floor and ceiling ranges. 
14 

15 Table 7-17: Proposed Revenue Allocation 

 
16 
17 

18 The information below addresses the method and logic used to update the revenue to cost ratios 
19 from the Cost Allocation study to determine the proposed ratios. 
20 

21 The proposed Revenue to Cost ratio is adjusted by changing the allocation percentage for each 
22 class.  The  utility reviews  and  assesses the  bill impacts for  each  class before  adjusting   the 
23 Revenue to Cost ratios. 
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1 In reviewing the calculated revenue to cost results from the Cost Allocation study, there were four 
2 customer classes that are outside of the Board’s floor/ceiling parameters. InnPower has applied 
3 the following methodology for adjusting revenue-to-cost ratio, namely: 
4 

5 • For General Service 50 to 4,999 kW customer class, the 2024 Cost Allocation model 
6 produced a revenue to cost ratio of 0.7256. The utility has adjusted this to 0.8000 in the 
7 Test Year 2024. The bill impact implications are discussed in detail in Exhibit 8. 
8 • For Sentinel Lighting, Street Lighting and USL, InnPower adjusted the revenue-to-cost 
9 ratios down to the ceiling of 1.20 in accordance with Board policy. The bill impact 

10 implications are discussed in detail in Exhibit 8. 
11 

12 The following tables show the completed worksheet “11. Cost Allocation” from the OEB’s 2024 
13 Revenue  Requirement  Workform.  Table  7-18  provides  information  on  previously  approved 
14 Revenue to Cost ratios and proposed ratios. 
15 

16 Table 7-18: OEB Rev Requirement Workform: worksheet “11. Cost Allocation” – 
17 Allocated Costs 

 
18 
19 



26  

InnPower Corporation 
EB-2023-0033 

Exhibit 7 
Tab 1 

Schedule 7 
June 22, 2023 

 

1 Table 7-19 provides information on the calculated class revenues. 

2 

3 Table 7-19: OEB Rev Requirement Workform: worksheet “11. Cost Allocation” – 
4 Calculated Class Revenue 

 
5 
6 

7 Table 7-20 provides information on rebalancing revenue-to-cost ratios. 

8 

9 Table 7-20: OEB Rev Requirement Workform: worksheet “11. Cost Allocation” – 
10 Rebalancing Revenue to Cost Ratios 

 
11 
12 

13 

14 
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1 Table 7-21 provides information on proposed revenue-to-cost ratios. 

2 

3 Table 7-21: OEB Rev Requirement Workform: worksheet “11. Cost Allocation” – 
4 Proposed Revenue to Cost Ratios 

 

 
5 
6 

7 Based on the results of the Tariff and Bill Impact model InnPower submits that rate mitigation is 
8 not required, as the total bill impact on the rates of any particular class is not significant. As 
9 such, InnPower is not proposing to continue to rebalance rates beyond the Test Year. 

10 
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Appendix 7-1-1 (A) 2024 OEB Cost Allocation Model 
 
 

InnPower Corporation has filed the 2024 OEB Cost Allocation Model separately in excel as 

Exhibit 7, Appendix 7-1-1 (A): 2024 OEB Cost Allocation Model. 
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