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1 8.1 DISTRIBUTION RATES

8.1.1 OVERVIEW

SNC has determined its 2024 Revenue Requirement to be $38,620,360 with revenue offsets of $2,700,0086,
resulting in a Distribution Revenue Requirement of $35,920,354, which is used to determine the proposed
distribution rates. The Base Revenue Requirement is derived from SNC’s 2024 capital and operating

forecasts, weather normalized usage, forecasted customer counts, and regulated return on rate base. The

~N OO OB OWDN

requirement is summarized in Table 8-1 below.

8 TABLE8-1:SNC 2024 REVENUE REQUIREMENT

Description Amount
OM&A Expenses Including LEAP and $21,434.661
Property Taxes
Amortization Expenses $6,138,149
Regulated Return On Capital $10,106,689
PILs $940,862
Service Revenue Requirement $38,620,360
Less Revenue Offsets $2,700,006
9 Base Revenue Requirement $35,920,354

10  The Base Revenue Requirement is allocated to the various rate classes as outlined in Exhibit 7. Table 8-2

11  below outlines the allocation of the base revenue requirement to the rate classes.

12  TABLE 8-2: SNC 2024 REVENUE REQUIREMENT BY RATE CLASS

2024 Proposed
Rate Class Base Revenue
Requirement

Residential $21,631,154
General Service < 50 kW $6,384,764
General Service > 50 to 999 kW $5,056,716
General Service > 1000 kW $2,264,666
Street Lighting $469,353
Sentinel Lighting $17,571
Unmetered Scattered Load $96,131
Total $35,920,354

13
14
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8.1.2 FIXED/VARIABLE PROPORTIONS

CURRENT FIXED/VARIABLE PROPORTION

SNC calculated the current fixed-variable proportions by applying the existing approved Thunder Bay and
Kenora rate zone distribution rates to the 2024 Test Year load forecast. SNC will harmonize Thunder Bay
and Kenora rate zones according to the blended fixed-variable proportions. SNC confirms that the monthly
fixed charges are in two decimal places and variable charges are in four decimal places. Table 8-3 below

outlines the current split between fixed and variable distribution revenue.

TABLE 8-3: CURRENT FIXED/VARIABLE PROPORTIONS

2024 Fixed | 2024 Variable| 2024 Total Fixed Variable
Rate Class Revenue with|Revenue with| Revenue with | Revenue Bropartion

2023 Rates 2023 Rates 2023 Rates |Proportion
Residential $17,149,399 $0 $17,149,399 100.0% 0.0%
General Service <50 kW $2,120,944 $3,033,419 $5,154,363 41.1% 58.9%
General Service >50t0 999 kW | $1,546,880 $2,398,476 $3,945,356 39.2% 60.8%
General Service > 1,000 kW $591,043 $1,204,407 $1,795,450 32.9% 67.1%
Street Lighting $228,154 $115,094 $343,247 66.5% 33.5%
Sentinel Lighting $12,138 $1,854 $13,992 86.7% 13.3%
Unmetered Scattered Load $50,082 $26,132 $76,213 65.7% 34.3%
Total $21,698,639 | $6,779,382 $28,478,021 76.2% 23.8%

PROPOSED FIXED RATES

SNC proposes to apply the blended fixed/variable proportions to design the proposed monthly service

charges as detailed in Table 8-4 below.

TABLE 8-4: PROPOSED FIXED CHARGE BY RATE CLASS

UEEY ERE Fixed Revenue | _. Customers / Monthly

Rate Class Revenue . Fixed Revenue . .
. Proportion Connections | Service Charge
Requirement

Residential $21,631,154 100.0% $21,631,154 51,255 $35.17
General Service <50 kW $6,384,764 41.1% $2,627,172 5,487 $39.90
General Service >50t0 999 kW | $5,056,716 39.2% $1,982,628 464 $356.07
General Service > 1,000 kW $2,264,666 32.9% $745,504 15 $4,141.69
Street Lighting $469,353 66.3% $311,351 13,656 $1.90
Sentinel Lighting $17,571 86.7% $15,241 113 $11.25
Unmetered Scattered Load $96,131 65.7% $63,170 432 $12.18
Total $35,920,354 $27,376,219 71,422
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The following Table 8-5 provides the current and proposed monthly service charge by rate class as well

for each rate zone, a weighted fixed charge (weighted by customer/connection count), and monthly

service charge information from tab ‘O2 Fixed Charge|Floor|Ceiling’ of the Cost Allocation model.

TABLE 8-5: MONTHLY SERVICE CHARGE COMPARISON

uer Eay Kenora2023 | Current 2023 Minimum

Monthly Monthly 2024 Monthly | System with

Rate Class 2023 Monthly . . .
Service Charge Service Serwcg Charge | Service Charge .PLCC

Charge (Weighted) Adjustment
Residential $27.30 $33.51 $27.88 $35.17 $20.81
General Service <50 kW $30.49 $43.45 $32.21 $39.90 $25.24
General Service >50 to 999 kW $229.50 $600.92 $277.81 $356.07 $55.95
General Service > 1,000 kW $3,283.57 $3,283.57 $4,141.69 $244.04
Street Lighting $1.25 $5.79 $1.39 $1.90 $3.97
Sentinel Lighting $8.96 $8.96 $11.25 $15.56
Unmetered Scattered Load $9.09 $15.76 $9.66 $12.18 $11.13

Maintaining the existing fixed-variable split produces fixed monthly charges that are greater than the
weighted average current fixed charge and/or minimum system with PLCC adjustment from the Cost
Allocation model for multiple rate classes. However, the fixed charges remain lower than the current fixed
charge in place for the Kenora rate zone for all classes, except Residential (which is fully fixed) and the

General Service > 1,000 rate class that does not exist in the Kenora rate zone.

The existing fixed/variable split is maintained for all rate classes. The Residential charge is fully fixed in
accordance with the OEB’s policy on Residential rate design. As further described in Section 8.14, the
Thunder Bay rate zone and Kenora rate zone have different fixed/variable splits. Using a blended
fixed/variable split effectively applies a weighted average adjustment to harmonize rates. More revenue
comes from the larger Thunder Bay rate zone, so the fixed/variable split moves closer to the status quo

Thunder Bay fixed/variable split.

Closer alignment with the Thunder Bay fixed/variable splits mitigates potential large bill impacts for
Thunder Bay customers with low volumes. There will be a shift in revenue from the Kenora rate zone from
fixed revenues to variable revenues, including fixed monthly service charge decreases. Kenora currently
has higher total bills, so the movement to harmonized rates will cause lower bill impacts than the Thunder
Bay rate zone, which mitigates some of the impact of increasing variable charges on larger use customers

within each rate class. However, bill impacts would be significant for some customers if fixed charges were
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limited to the minimum system with PLCC Adjustment. The General Service > 1,000 kW class (also known

as Intermediate) fixed charge is not adjusted, and the class maintains its status quo fixed-variable split.

Since there are already significant changes to fixed/variable splits due to harmonization, SNC proposes to

set fixed charges according to the blended fixed/variable revenue split.

PROPOSED VARIABLE RATES

The variable distribution charge is calculated by dividing the variable distribution portion of the base
revenue requirement by the appropriate 2024 Test Year usage, kWh or kW, as the class charge

determinant.

The following table provides SNC’s calculations of its proposed variable distribution charges for the 2024

Test Year, which maintains the same fixed/variable split used in designing the current approved rates.

TABLE 8-6: PROPOSED VARIABLE CHARGE BY RATE CLASS

Total Base Variable . R Volumetric
Variable Volumetric Billing
Rate Class Revenue Revenue . Charge before
. . Revenue Determinant
Requirement | Proportion TOA
Residential $21,631,154 0.0% 30 379,789,070 kwh
General Service <50 kW $6,384,764 58.9% $3,757,592 168,043,431 kwh $0.0224
General Service >50t0 999 kW | $5,056,716 60.8% $3,074,088 706,551 kw $4.3508
General Service > 1,000 kW $2,264,666 67.1% $1,519,162 473,245 kw $3.2101
Street Lighting $469,353 33.5% $158,002 15,924 kw $9.9226
Sentinel Lighting $17,571 13.3% $2,330 258 kw $9.0393
Unmetered Scattered Load $96,131 34.3% $32,961 2,088,274 kWh $0.0158
Total $35,920,354 $8,544,135 551,116,751

PROPOSED ADJUSTMENT FOR TRANSFORMER ALLOWANCE

Currently, SNC provides a Transformer Allowance to those customers that own their transformation
facilities. SNC proposes to maintain the current approved transformer ownership allowance of $0.60 per
kW. However, to ensure SNC collects the proposed distribution revenue assigned to the rate class, which
provides a Transformer Allowance, the total amount or “cost” of the Transformer Allowance for the rate
class needs to be collected in the distribution volumetric rates from all customers in the class. This will
allow SNC to collect distribution revenue from the rate class at the “gross” level. Then provide a
Transformer Allowance, which will reduce the gross distribution revenue to a “net” level. The net level

amount will be equivalent to the proposed distribution assigned to the rate class.

As a result, the amount of Transformer Allowance expected to be provided to those General Service 50 to

999 kW, and General Service 1,000 to 4,999 kW customers that own their transformers are included in
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connection. The RTSR network charge recovers the UTR wholesale network service charge, and the RTSR

connection charge recovers the UTR wholesale line and transformation connection charges.

Variance accounts are used to capture timing differences and differences in the rate that a distributor
pays for wholesale transmission service compared to the retail rate that the distributor is authorized to
charge when billing its customers. SNC is charged for transmission services provided in a given month in
the following month. By the time SNC bills the end-use customer, more than two additional months could
have passed since SNC received an invoice for transmission services. As a result, deferral accounts (1584
- Network and 1586 - Connection) are used to track the timing difference between when SNC pays for the
transmission service charges and when it receives payment of the corresponding retail transmission

service charges from customers.

8.2.2 2023 ArPPROVED RSTR RATES AND 2024 PROPOSED RSTR RATES

Tables 8-8 and 8-9 below present SNC’s current and proposed transmission network and connection rates,
respectively. Proposed RTSRs are based on the 2023 Uniform Transmission Rates Update (EB-2023-0101).
Harmonized RTSRs are calculated by dividing the combined Thunder Bay and Kenora rate zone “Current

Wholesale Billing” amounts by the combined billed kWh/kW for each rate class.

TABLE 8-8: SNC CURRENT AND PROPOSED RTSR NETWORK RATES

Line Current Thunder [Current Kenora| Proposed
No. Rate Class Unit Bay Network Network Network
Charge Charge Charge
1 |Residential kWh $0.0092 $0.0104 $0.0086
2 |General Service <50 kW kWh $0.0087 $0.0091 $0.0081
3 |General Service >50 to 999 kW kW $3.4377 $3.1826
4 |General Service >50 to 999 kW - Interval kW $3.6467 $3.8134 $3.3971
5 |General Service >1,000 kW kW $3.6467 $3.3761
6 |StreetLighting kW $2.5923 $2.8756 $2.4191
7 |Sentinel Lighting kw $2.6059 $2.4125
8 |Unmetered Scattered Load kWh $0.0087 $0.0091 $0.0081
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Line ' Current Thun.der Current Kgnora Proposgd
No. Rate Class Unit Bay Connection Connection Connection
Charge Charge Charge
1 |Residential kWh $0.0065 $0.0019 $0.0059
2 |General Service <50 kW kWh $0.0060 $0.0017 $0.0052
3 |General Service >50 to 999 kW kW $2.2830 $2.2158
4  |General Service >50 to 999 kW - Interval kW $2.5236 $0.6370 $2.1994
5 |General Service >1,000 kW kW $2.5236 $2.4493
6 |StreetLighting kw $1.7651 $0.4924 $1.6228
7 |Sentinel Lighting kw $1.8021 $1.7490
5 8 |Unmetered Scattered Load kWh $0.0060 $0.0017 $0.0055
3 8.3 RETAIL SERVICE CHARGES

4 SNC maintains Retail Service Cost Variance Accounts (“RCVAs”) to record the differences between retalil

5  service charge revenues and the direct incremental cost of providing these services.

6  SNC requests no changes to its existing Retail Service Charges, which are consistent with the Board’s

7  standard rates. Table 8-10 below presents the proposed Retail Service Charges for this Application.

8 TABLE 8-10: PROPOSED RETAIL SERVICE CHARGE

Line
1

2

10

11

Description

One-time charge, per retailer, to establish the service agreement
between the distributor and the retailer

Monthly Fixed Charge, per retailer
Monthly Variable Charge, per customer, per retailer
Distributor-consolidated billing monthly charge, per customer, per retailer
Retailer-consolidated billing monthly credit, per customer, per retailer
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party

Processing fee, per request, applied to the requesting party
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

More than twice a year, per request (plus incremental delivery costs)

Unit
$
$
$/cust.
$/cust.

$/cust.

Amount
117.02
46.81
1.16
0.69

(0.69)

0.59

1.16

no
charge

4.68
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12  Notice of switch letter change, per letter $ 2.34

1  Further details of the RCVA account balances and disposition are included in Exhibit 9.

2 8.4 REGULATORY CHARGES

8.4.1 WHOLESALE MARKET SERVICE RATE

The Wholesale Market Service Rate (“WMS”) is designed to allow distributors to recover costs charged by
the Independent Electricity Service Operator (“IESO”) for the operation of the IESO administered markets

and the operation of the IESO controlled grid. The WMS Rate is an energy-based rate (per kWh) and is set

~N o o0 B~ W

by the Board on a generic basis.

(o]

On December 8, 2022, the Board issued a Decision and Rate Order (EB-2022-0269) establishing that the

9  WMSR rate used by rate regulated distributors to bill their customers shall be $0.0041 per kilowatt hour
10  ($0.0045 per kilowatt hour including CBR) effective January 1, 2023. Accordingly, SNC proposes to
11  continue to utilize the previously approved $0.0041/kWh rate ($0.0045/kWh with CBR) unless otherwise
12 directed by the Board.

13 8.4.2 RURAL OR REMOTE ELECTRICITY RATE PROTECTION CHARGE

14 On December 8, 2022, the Board issued a Decision and Rate Order (EB- 2022-0269) establishing that the
15  Rural or Remote Electricity Rate Protection (“RRRP”) charge used by rate regulated distributors to bill their
16  customers shall be $0.0007 per kilowatt hour effective January 1, 2023.

17 Accordingly, SNC proposes to continue to utilize the previously approved $0.0007/kWh rate unless
18  otherwise directed by the Board.

19 8.4.5 STANDARD SUPPLY SERVICE — ADMINISTRATIVE CHARGE

20  SNC proposes to continue to utilize the previously approved $0.25/customer rate unless otherwise
21  directed by the Board.
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1 8.6 SPECIFIC SERVICE CHARGES

8.6.1 OVERVIEW

SNC is proposing to maintain the Specific Service Charges (“SSC”) from the Thunder Bay Rate Zone, as
approved by the Board in its Decision and Order in SNC’s 2023 Distribution Rate application (Board File
No. EB-2022-0063), with one exception, the current rate of $15.00 per Easement letter has been updated

to $26.75. This charge will recover the cost of this thirty-minute task (performed by an Engineer) at

~N oo o1 B~ owWwDN

anticipated 2024 wage plus benefit costs. The SSCs will be applicable to all customers of SNC.

8  SNC confirms that revenue from SSCs corresponds with operating revenue evidence.

9 8.6.2 DETAILS OF PROPOSED CHANGES

10  Asindicated above, SNC proposes to change its Specific Service Charge for Easement letters.

11 8.6.3 CONDITION OF SERVICE

12 SNC does not have any rates and charges in its Conditions of Service that do not appear on its Tariff sheet.
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8.7 WIRELINE POLE ATTACHMENT CHARGE

SNC is proposing a wireline pole attachment charge of $37.78. This rate is equal to the 2023 charge
($36.05) set by the OEB in the decision and order EB-2022-0221 inflated by 4.8%, the 2024 inflation factor.

For rate setting purposes, SNC has included a full year worth of revenue according to the $37.78 charge.

SNC is proposing to dispose of the Wireline Pole Attachment deferral balances as forecasted to the end
of April 2024 (see Exhibit 9 — Section 9.5.1).

8.8 LOW VOLTAGE SERVICE RATES

SNC does not have nor incur any Low Voltage Charges.

8.9 SMART METER ENTITY CHARGE

On March 28, 2013, the Board issued a Decision and Order (EB-2012-0100/EB-2012- 0211) establishing a
Smart Metering charge (SMC) of $0.79 per month for Residential and General Service < 50kW customers
effective May 1, 2013. Subsequent changes to the SMC (most recently EB-2022-0137) have resulted in a
rate of $0.42 per meter per month, set from January 1, 2023, to December 31, 2027.

SNC proposes to continue to utilize the approved rate ($0.42/month/customer) unless otherwise directed

by the Board.
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8.10 LOSS ADJUSTMENT FACTORS

8.10.1 OVERVIEW

SNC is not a host utility or an embedded distributor within HONI’s distribution system and confirms that
no partially embedded distributor status exists. As a market participant, SNC’s electricity commodity

charge is billed by the IESO.

SNC has not been required by previous Board decisions to present details of loss studies.

8.10.2 CALCULATION OF LOSSES

SNC has calculated the total loss factor to be applied to customers’ consumption based on the average
wholesale and retail kWh for the years 2018 to 2022. The calculations are summarized in Table 8-11 below,

which is also consistent with Appendix 2-R of the Chapter 2 Appendices.

TABLE 8-11: CALCULATION OF SNC’s Loss FACTORS

Historical Years
2018 [ 2019 [ 2020 ] 2021 ] 2022

5-Year Average

Losses Within Distributor's System
A1) "Wholesale" kWh delivered to
distributor (higher value)

A(2) "Wholesale" kWh delivered to
distributor (lower value)

B Portion of "Wholesale" kWh
delivered to distributor for its Large
Use Customer(s)

C Net "Wholesale" kWh delivered to
distributor = A(2) - B

D "Retail" kWh delivered by distributor 989,653,099 980,283,751 | 944,147,684 | 943,374,846 971,073,028 965,706,482
E Portion of "Retail* kWh delivered by
distributor to its Large Use
Customer(s)

F Net "Retail" kWh delivered by
distributor =D - E

G Loss Factor in Distributor's system
=CI/F

Losses Upstream of Distributor's System

H Supply Facilities Loss Factor | 1.0045 | 1.0046 | 1.0044 | 1.0047 | 1.0044 | 1.0045
Total Losses

| Total Loss Factor = G x H [ 1.0392] 1.0388] 1.0392] 1.0358] 1.0362] 1.0378

1,028,408,115 | 1,018,293,845 | 981,125,354 | 977,156,852 | 1,006,265,643 | 1,002,249,962

1,023,823,771 | 1,013,595,507 | 976,869,151 | 972,629,530 | 1,001,905,137 997,764,619

1,023,823,771 | 1,013,595,507 | 976,869,151 | 972,629,530 | 1,001,905,137 997,764,619

989,653,099 980,283,751 | 944,147,684 | 943,374,846 971,073,028 965,706,482

1.0345 1.0340 1.0347 1.0310 1.0318 1.0332

SNC has three-meter points directly connected to the IESO transmission grid. The data used to calculate

loss factors is consistent with the RRR filing data.

SNC has calculated the total loss factor to be applied to customers’ consumption based on the average
wholesale and retail kWh for the years 2018 to 2022. Accordingly, SNC proposes to set the 2024 Total Loss
Factor at 1.0378, as it represents the 5-year average from 2018 to 2022. Losses are standard; as such, no

further explanation of SFLF is required.
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I;\':f Loss Factors

1 |Supply Facilities Loss Factor (5 year average) 1.0045
2

3 |Distribution Loss Factor - Secondary Metered Customers <5,000 kW 1.0351
4 |Distribution Loss Factor - Primary Metered Customers < 5,000 kW 1.0247
5

6 |Total Loss Factor - Secondary Metered Customers < 5,000 kW 1.0398
7 |Total Loss Factor - Primary Metered Customers <5,000 kW 1.0293

8.10.3 MATERIALITY ANALYSIS ON DISTRIBUTION LOSSES

o N oo O b

necessary.

SNC has proposed a loss factor lower than 5%. Pursuant to the Filing Requirement, as the Distribution Loss

Adjustment factor is less than 5%, no further explanation or details of actions taken to reduce losses are
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8.12 REVENUE RECONCILIATION

Consistent with the Board’s Revenue Requirement Work Form, Sheet 13, Table 8-13 below provides a
reconciliation between the revenue based on the 2024 Proposed Distribution Rates and the total Base
Revenue Requirement. SNC confirms that the rates and charges have been rounded to the same decimal

places as the tariff.

TABLE 8-13: REVENUE RECONCILIATION

Average Test Year Volumes Proposed Rates Revenues at Proposed
Rate Class ALl Monthly Service Proposed Rates | Target Class |Difference
Customers / kWh kw Y $/kWh | $/kW |(Rounded rates)| Revenues
Connections Charge
Residential 51,255 379,789,070 $35.17 $21,631,657 | $21,631,154 -$503
General Service <50 kW 5,487 168,043,431 $39.90 $0.0224 $6,391,344 $6,384,764 | -$6,581
General Service >50 to 999 kW 464 284,545,343 | 706,551 $356.07 $4.4459|  $5,056,722 $5,056,716 -$7
General Service > 1,000 kW 15 147,571,558 | 473,245 $4,141.69 $3.8101 $2,264,667 $2,264,666 -$1
Street Lighting 13,656 5,592,860 15,924 $1.90 $9.9226 $469,354 $469,353 -$1
Sentinel Lighting 113 96,035 258 $11.25 $9.0393 $17,571 $17,571 $0
Unmetered Scattered Load 432 2,088,274 $12.18 $0.0158 $96,165 $96,131 -$34
Total 71,422 987,726,571 | 1,195,976 $35,927,479 $35,920,354 | -$7,125

8.13 BILL IMPACTS

Table 8-14 below presents a summary of SNC’s bill impacts after the rate mitigation described in Section
8.14. SNC does not have any unique consumption and demand patterns, as such, requires no further
explanations. SNC confirms that the rates and charges input into the Tariff Schedule and Bill Impacts
model are rounded to the decimal places as shown on the existing and proposed Tariff of Rates and
Charges. SNC confirms that it has used 750 kWh in the residential consumption and 2,000 kwh
consumption in the GS<50 rate class for the purposes of calculating bill impacts. Additional high and low

scenarios are provided for Residential and GS<50 kW customers.
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TABLE 8-14: PROPOSED BILL IMPACTS

Rate Class kW | KW | pogoaacriders | bissiuion | Delvery | TomlBill

TB - RESIDENTIAL SERVICE CLASS 750 $ 347] 125W|$ 424 132%[$  331] 75%|$ 336 28%
TB - GENERAL SERVICE LESS THAN 50 KW SERVICE CLASS 2,000 $ (619 -7a%ls  (0.9)[-100%[$ (1281)[-100%] $ (12.98)] -3.9%
TB - GENERAL SERVICE 50 TO 999 KW SERVICE CLASS 51,000 125[$ 25500 38.8%[$ 144.10[ 10.7%|$ 10381 7.2%]$ 119.72] 15%
TB - GENERAL SERVICE 1,000 KW OR GREATER SERVICE CLASS | 820,000 | 2,600 | $ 5,914.34 | 72.7%| $ 4,205.52 | 44.8%| $ 3,300.98 | 13.0%| $ 3,759.21 | 2.9%
TB - UNMETERED SCATTERED LOAD SERVICE CLASS 405 $  426| 208w|$  266] 162%[$ 220 o7w|$ 223 35%
TB - SENTINEL LIGHTING SERVICE CLASS 71| o02|s 269 259%s 19| 17.9%|$ 187 161%[$  189] 9.9%
TB - STREET LIGHTING SERVICE CLASS 435,000 | 1,230 | $11,580.02 | 45.0%| $ 8,195.59 | 31.0%| $ 7,805.07 | 24.6%| $ 8,840.31 | 9.9%
TB - RESIDENTIAL SERVICE CLASS (Low) 300 $ 378] 137%|$  409[ 139%|$ 372 108%|$ 377 58%
TB - RESIDENTIAL SERVICE CLASS (High) 1,500 $  294| 104w|s  4a50| 124%[$  263] 43%|$ 267 1.3%
TB - GENERAL SERVICE LESS THAN 50 KW SERVICE CLASS (Low) 500 $ 551 124%$ 458 96%[$ 385 7.0%[$ 390[ 3.7%
TB - GENERAL SERVICE LESS THAN 50 KW SERVICE CLASS (High) | 6,500 $  (41.29) -19.3%| $ (53.40)[-21.5%| $ (62.82)[-18.1%] $ (63.62)| -6.3%
KN - RESIDENTIAL SERVICE CLASS 750 $  (497] -145%|$  (3.99)[-103%]$  (2.30) -47%|$  (2.35)] -1.9%
KN - GENERAL SERVICE LESS THAN 50 KW SERVICE CLASS 2,000 $ 11.25| 185%|$  1425[ 19.7%|$ 19.38] 204%|$ 19.60| 6.6%
KN - GENERAL SERVICE 50 to 4,999 KW SERVICE CLASS 50,000 | 130 [$ (116.55)| -12.7%|$ (74.08) -7.4%|$ 7491| 47%|$ 6572| 0.8%
KN - UNMETERED SCATTERED LOAD SERVICE CLASS 380 $  (206)] -118w[s (188)) -95%[$ (0.78)] -33%|$  (0.80) -1.2%
KN - STREET LIGHTING SERVICE CLASS 31,000 | 100 | $(1,362.76)] -47.7%| $(1,334.50)] -45.9%| $(1,267.31)] -39.0%| $(1,443.80)| -19.3%
KN - RESIDENTIAL SERVICE CLASS (Low) 300 $  (44n] -132%]$  (a08)-11.4%[$ (341 -86%[$  (3.45)] -4.9%
KN - RESIDENTIAL SERVICE CLASS (High) 1,500 $ (579 -165%|$  (384)| -88%|$ (047 -07%|$  (0.50) -0.2%
KN - GENERAL SERVICE LESS THAN 50 KW SERVICE CLASS (Low) 500 $ 015] o03w|s o090| 18%$s 218] 39%|$ 220 2.0%
KN - GENERAL SERVICE LESS THAN 50 KW SERVICE CLASS (High)| 6,500 $ 4455| 448%|$ 5430[ 39.8%[$ 7097] 33.9%|$ 7179 83%

The bill impacts summarized above, and in the Board’s Tariff Schedule and Bill Impacts Models include
impacts related to distribution rate increase and deferral and variance account disposition rate riders as

discussed in Exhibit 9.

SNC notes that many proposed bill impacts are decreasing, and that no discrete customer group exceeds
the 10% threshold (after rate mitigation for the Street Lighting and Sentinel Lighting rate classes).
Accordingly, SNC submits that the bill impacts of its proposed 2024 distribution rates are reasonable, and

no rates aside from Street Lighting and Sentinel Lighting require rate mitigation.

8.14 RATE MITIGATION

8.14.1 MITIGATION PLAN APPROACH

SNC’s general approach to mitigate rate increases in which total bill impacts exceed 10% is to adjust
revenues to be collected from that rate class downward, with offsetting increases to revenues of the
class(es) with the lowest revenue-to-cost ratios in order to maintain revenue neutrality. The mitigated
class’s rates will increase in future years such that total bills increase by 10% per year until the class
reaches the minimum revenue-to-expense ratio. As the mitigated class’s rates increase in subsequent
years, rates of the class(es) with the highest revenue-to-cost ratios will decrease to maintain revenue

neutrality.
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Rate mitigation is necessary for the two lighting rate classes, Street Lighting and Sentinel Lighting, for
customers in the current Thunder Bay rate zone, as these customers face total bill increases in excess of
10%. This is the first rate rebalancing since LED conversion programs for both the Thunder Bay and Kenora
rate zones, and the updated cost allocation study indicates the revenue-to-cost ratio is below the 80%
range of reasonableness floor for the Street Lighting class, so a higher-than-average rate increase is
warranted. A higher portion of Street Lighting and Sentinel Lighting total bills are related to distribution,

so average rate increases for these classes result in higher total bill increases relative to other rate classes.

Limiting distribution rate increases for the Street Lighting and Sentinel Lighting rate classes such that total
billincreases do not exceed 10% requires revenue reductions of $80,218 from these classes. SNC proposes
to increase the revenues to come from the General Service 50 to 999 kW rate class, the class with the

lowest revenue to cost ratio, by $80,218 to maintain revenue neutrality.

In 2025, SNC will increase Street Lighting rates such that the class reaches the 80% floor with an offsetting
reduction to General Service <50 kW rates as this is the class with the highest revenue to cost ratio. SNC
anticipates the 2025 Street Lighting bill impact will be less than 10% under this proposal; however, if it is
greater than 10% SNC will limit the increase to 10% and continue the rate increase and offsetting decrease
to the General Service <50 kW rate class in 2026. The Sentinel Lighting rate class would have revenue-to-
expense ratios within the 80% to 120% band in 2025, so SNC does not propose to make further
adjustments to this class. Additionally, revenue from this class is only 0.05% of total revenues, so further

changes will not materially impact the rates of any other class.

Table 8-15 provides a summary of the revenue-to-expense ratios with and without mitigation, and the

resulting rates are provided in Table 8-16.

TABLE 8-15: RATE MITIGATION REVENUE-TO-EXPENSE ADJUSTMENTS

No Mitigation| With Rate Mitigation

Rate Class CA Model 2024 2024 2025

Residential 99.50% 99.50% 99.50% 99.50%
General Service <50 kW 117.81% 115.82% 115.82% 114.44%
General Service > 50 to 999 kW 87.42% 87.42% 88.72% 88.72%
General Service > 1,000 kW 104.95% 104.95% 104.95% 104.95%
Street Lighting 64.87% 80.00% 69.59% 80.00%
Sentinel Lighting 90.91% 90.91% 90.54% 90.54%
Unmetered Scattered Load 110.95% 110.95% 110.95% 110.95%
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TABLE 8-16: RATE MITIGATION RATES

No Mitigation With Mitigation

Rate Class 2023 (Blended) 2024 2024 2025

Fixed | Variable| Fixed |Variable| Fixed |Variable| Fixed | Variable
Residential 27.88 - 35.17 - 35.17 - 35.17 -
General Service <50 kW 32.21| 0.0181 39.90 | 0.0224 39.90 | 0.0224 39.40 0.0221
General Service >50 to 999 kW 277.81 | 3.4897 350.41 | 4.3768 356.07 | 4.4459 356.07 4.4459
General Service > 1,000 kW 3,283.57 | 3.1450| 4,141.69 | 3.8101| 4,141.69 | 3.8101| 4,141.69 3.8101
Street Lighting 139 7.2279 2.23 | 11.5642 1.90 [ 9.9226 2.23 | 11.5642
Sentinel Lighting 8.96 | 7.1927 11.30 | 9.0807 11.25 | 9.0393 11.25 9.0393
Unmetered Scattered Load 9.66 | 0.0125 12.18 | 0.0158 12.18 | 0.0158 12.18 0.0158

8.14.2 RATE HARMONIZATION

As proposed in SNC’s MAAD application (EB-2018-0124), the merged corporation proposed maintaining

two separate rate classes until the deferred rebasing.

The rate classes of the Thunder Bay rate zone and Kenora rate zone are proposed to be combined
according to Table 8-17. The Thunder Bay and Kenora rate zones had the same rate classifications with
two exceptions. Thunder Bay has two separate General Service rate classes for customers with loads
above 50 kW, and the Kenora rate zone has one. All customers within Kenora’s General Service 50 to 4,999
kW rate class have billed loads below 1,000 kW, so those customers are included in the combined General
Service 50 to 999 kW rate class. All customers in the combined SNC General Service 1,000 to 4,999 kW
rate class were previously in the Thunder Bay General Service 1,000 to 4,999 kW rate class. The Thunder
Bay rate zone had a Sentinel Lighting rate class, and the Kenora rate zone did not. SNC is proposing to
maintain the Sentinel Lighting rate class for former Thunder Bay rate zone customers, and no Kenora rate

zone customers will be migrating to that rate class.

TABLE 8-17: RATE CLASS MAPPING

Synergy North Thunder Bay Rate Zone Kenora Rate Zone
Residential =  Residential + Residential
GS <50 kW =  GS<50kw + GS<50kw
GS 50 to 999 kW =  GS50to999 kwW + GS50to 4,999 kW
GS1,000t04,999 kW =  GS 1,000 to 4,999 kW
Street Lighting =  Street Lighting + Street Lighting
Sentinel Lighting =  Sentinel Lighting
UsL = USL + USL

SNC has taken a straightforward approach to rate harmonization in which blended rates are calculated

based on a weighted average of the current rates of each rate zone. Fixed charges are weighted by relative
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customer/connection count in each rate zone, and volumetric charges are weighted by relative loads (kWh

or kW) in each rate zone.

The customer counts, consumption volumes, demand volumes, and peak demands are derived separately
for each class of each rate zone. The values of each rate zone were combined in the cost allocation model
for each rate class. Nearly all rate classes fell within the ranges of reasonableness, so minimal class

revenue rebalancing was required.

The fixed revenues at current rates and variable revenues at current rates of each rate class were
combined to determine a blended fixed-variable split for each rate class. The blended fixed-variable splits
were maintained to avoid large impacts to low volume Thunder Bay customers (customers with relatively
higher fixed charge increases than variable charge increases) and high volume Kenora customers
(customers with relatively large variable charge increases combined with fixed charge decreases). This
approach produced rates that are effectively the weighted average of Thunder Bay and Kenora status quo

rates.

The General Service < 50 kW and General Service 50 to 999 kW rate class fixed-variable splits differed
between the Thunder Bay and Kenora rate zones. Approximately 35% of Thunder Bay rate zone revenues
from these classes are collected through fixed charges, and the Kenora rate zone recovers 70% of General
Service revenues through fixed charges. Thunder Bay is larger than Kenora, so rates have moved closer to
Thunder Bay’s status current fixed-variable splits. A lower fixed revenue proportion is more aligned with

the maximum fixed charge component of the cost allocation model results.

Customers in the Kenora rate zone currently have higher total bills than customers in the Thunder Bay
rate zone. The potential impact that larger changes in fixed-variable charges could have for Kenora
customers at the 10" or 90" percentile is mitigated by this lower overall bill impact. Tables 8-18, 8-19,
and 8-20 below provide rate impacts for the distribution portion of the bill separately based on current

charges on a weighted average basis and for the current Thunder Bay and Kenora rate zones.
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TABLE 8-18: WEIGHTED AVERAGE DISTRIBUTION BILL IMPACT

Rate Class (Vgsir(;:;;z{;;grzze) Proposed Charges Distribution Rate Impact
Fixed Charge |Variable Charge| Fixed Charge |Variable Charge| Fixed Charge |Variable Charge

Residential $27.88 $35.17 26.14% 0.00%
General Service <50 kW $32.21 $0.0181 $39.90 $0.0224 23.87% 24.09%
General Service > 50 to 999 kW $277.81 $3.4897 $356.07 $4.4459 28.17% 27.40%
General Service > 1,000 kW $3,283.57 $3.1450 $4,141.69 $3.8101 26.13% 21.15%
Street Lighting $1.39 $7.2279 $1.90 $9.9226 36.47% 37.28%
Sentinel Lighting $8.96 $7.1927 $11.25 $9.0393 25.56% 25.67%
Unmetered Scattered Load $9.66 $0.0125 $12.18 $0.0158 26.13% 26.26%

TABLE 8-19: THUNDER BAY AVERAGE DISTRIBUTION BILL IMPACT
Current Charges

Rate Class T Proposed Charges Distribution Rate Impact
Fixed Charge |Variable Charge| Fixed Charge |Variable Charge| Fixed Charge |Variable Charge

Residential $27.30 $35.17 28.83% 0.00%
General Service <50 kW $30.49 $0.0199 $39.90 $0.0224 30.86% 12.56%
General Service > 50 to 999 kW $229.50 $3.7313 $356.07 $4.4459 55.15% 19.15%
General Service > 1,000 kW $3,283.57 $3.1450 $4,141.69 $3.8101 26.13% 21.15%
Street Lighting $1.25 $7.4973 $1.90 $9.9226 52.00% 32.35%
Sentinel Lighting $8.96 $7.1927 $11.25 $9.0393 25.56% 25.67%
Unmetered Scattered Load $9.09 $0.0132 $12.18 $0.0158 33.99% 19.70%

TABLE 8-20: KENORA WEIGHTED AVERAGE DISTRIBUTION BILL IMPACT
Current Charges

Rate Class - Proposed Charges Distribution Rate Impact
Fixed Charge |Variable Charge| Fixed Charge |Variable Charge| Fixed Charge [Variable Charge
Residential $33.51 $35.17 4.95% 0.00%
General Service <50 kW $43.45 $0.0069 $39.90 $0.0224 -8.17% 224.64%
General Service > 50 to 999 kW $600.92 $1.9148 $356.07 $4.4459 -40.75% 132.19%
Street Lighting $5.79 $3.8114 $1.90 $9.9226 -67.18% 160.34%
Unmetered Scattered Load $15.76 $0.0047 $12.18 $0.0158 -22.72% 236.17%

As per the terms of the MAAD application, “LDC Mergeco expects to provide distribution rates upon the
next rebasing (subsequent to the proposed five year deferral) that will be lower than they would have

been, had the Parties remained as status quo independent LDC’s”.

Thunder Bay rate zone customers currently have lower total bills than Kenor