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November 6, 2008
Ontario Energy Board

2300 Yonge Street, 26th Floor

Toronto ON      M4P 1E4

Attention:
Kirsten Walli
Board Secretary

Dear Kirsten:
RE:
Manager’s Summary – 2008 Rate Application for Festival Hydro Inc. ED 2002-0513 (EB-2008-0175)      
Manager’s Summary

The 2009 2nd Generation IRM rate model has been completed according to the instructions outlined in the following documents:  Filing Requirements for Incentive Regulation Distribution Rate Adjustments issued by the Board on October 3, 2008, G-2008-001 Guideline – Electricity Distribution Retail Transmission Service Rates, G-2008-002 Guideline – Smart Meter Funding and Cost Recovery and the 2009 Electricity Distribution Rate FAQS for LDCs issued October 20, 2008.
A.   2009 2nd Generation IRM Model for Festival Hydro Inc.
The following details the approach followed by Festival Hydro in completing the 2009 IRM model. We have presented our comments on a Sheet by Sheet basis. 
A.1.1.  LDC Information Sheet
The model allowed two service area choices:  Main or Hensall.  We have selected Main, also but included the Residential Hensall rates so that all Festival Hydro approved rates are on the same approved Rate Decision and Order.  They were filed together for the 2008 IRM application.  
B.1.1 Current & Appl Rt Class General 

The rate classes are taken from the Tariff of Rates and Charges (effective May 1, 2008) which was issued by the OEB as part of its Rate Decision and Order.  There are no changes to the 2008 rate classes.
B. 2.1 Current & Appl Rt Class Unique 

Festival Hydro has no unique rates so this page and the following pages are not completed:  
· C 6.1 Current rates & Charges Unique, 
· C 8.1 Base Distn Rate Unique, 
· D.1.3 K Factor Adjustment Unique, 
· D.2.3  Federal Tax Adj. Unique, 

· E.2.1 Rate Reb Base Distn Rtn Unique, 
· F.1.3 Price Cap Adjustment Unique, 

· G.2.1  After PrcCp Base Distn Rts Unique,
· K.2.1 Appl for Distn Rate Unique,
· L 2.2  Curr & Appl for Tx Conn Unique,
· N.2.1 Application for Mthly R & C Unique,
· O.1.2 Sum of Chgs to MSC & DX General 

C. 1.1  Smart Meter Rate Adder 

The smart meter rate adder has been taken from Festival Hydro’s 2008 OEB final approved IRM Model.
C. 2.1  Smart Meter Cost Recovery 

C. 2.2  Regulatory Asset Recovery 

C. 2.3  LV Wheeling 

Festival Hydro currently does not have any of these costs as part of their rates nor will they be part of the 2009 rates. 

C.3.1. Curr Rates & Chgs General
The rates are taken from the Tariff of Rates and Charges (effective May 1, 2007) which was issued by the OEB as part of its Rate Decision and Order dated April 14, 2007.

C. 7.1 Base Distn Rate General 
The spreadsheet is automatically created based on prior inputs.
D. 1.1 K-Factor Adjustment Worksheet 

This spreadsheet had been calculated using information from the 2006 EDR model and 2008 IRM model.

D. 1.2 K-Factor Adjustment General 

This spreadsheet automatically calculates using information from D. 1.1.

D.2.1 Federal Tax Adjustment Worksheet

This spreadsheet had been calculated using tax information from the 2006 EDR model.

D.2.2 Federal Tax Adjustment General

This spreadsheet had been automatically calculated based on inputs.

E. 1.1 Rate Reb Base Distn Rtn General 

This spreadsheet had been automatically calculated based on inputs.
F. 1.1 Price Cap Adjustment Worksheet
This spreadsheet is a placeholder to be updated by the OEB.

F. 1.2 Price Cap Adjustment General

The Price Cap Adjustment has been automatically calculated by the model using data on F. 1. 1.  In this submitted version, it is calculated at a rate of 1.1%.
G.1.1  After PrcCp Base Distn Rts Gen

This spreadsheet had been automatically calculated based on prior price cap inputs.

J. 1.1  Smart Meter Rate Adder 

Festival Hydro has been authorized to conduct smart meter activities by virtue of paragraph 8 of Section 1(1) of O. Reg. 427/06, conditional on our meters being acquired pursuant to and in compliance with a Request for Proposal issued by London Hydro Inc.  As we clearly intend to install smart meters in the 2009 rate test year, Festival Hydro is requesting the standard $1.00 smart meter funding adder be approved by the Board as part of our 2009 rate application.  

The following is our response to specific requirements noted on Pages 9 and 10 of G-2008-002 Guideline – Smart Meter Funding and Cost Recovery dated October 22, 2008:
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1. The distributor will need to provide evidence demonstrating that their smart meters were procured pursuant to and in compliance with the August 14, 2007 Request for Proposal issued by London Hydro.

Response:   Attached  is a letter from RPR International Fairness Advisory Services regarding the Attestation of the Fairness Commissioner for the London Hydro & Consortium Smart Meter Project as it relates specifically to the two highest ranked proponents for Festival Hydro.  Festival Hydro is currently working on a Statement of Work with the highest ranked proponent, Elster Metering.
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1. The estimate number of meters to be installed in the rate test year (i.e. May 1, 2009 to April 30, 2010).

Response:  8,500 smart meters to be installed between May 1, 2009 and April 30, 2010.

2. The estimate costs per installed meter and in total.

Response:  The estimate cost per installed meter is $95.70.  For 8,500 installed  meters, the total costs will be $813,450. for the rate year.

(Note:  This represents the smart meter unit cost only.  It does not include the AMI capital cost, other capital costs, incremental AMI operational expenses or incremental other operational expenses).
3. A statement as to whether the distributor has purchased, or expects, to purchase, smart meters or advanced metering infrastructure (AMI) whose functionality exceeds the minimum functionality adopted in O. Reg. 425/06, and an estimate of these costs.
Response:  Festival Hydro has not purchased, nor do they expect to purchase, smart meters or advanced metering infrastructure (AMI) whose functionality exceeds the minimum functionality adopted in O. Reg. 425/06.
4. A statement as to whether the distributor has incurred, or expects to incur, costs associated with functions for which the SME has the exclusive authority to carry out pursuant to O.  Reg. 393/07, and an estimate of those costs. 

Response:  Festival Hydro has not incurred, nor expects to incur, costs associated with functions for which the SME has the exclusive authority to carry out pursuant to O.  Reg. 393/07.
J. 2.1  Smart Meter Cost Recovery 

J. 2.2  Regulatory Asset Recovery 

J. 2.3  LV Wheeling 

Festival Hydro is not applying for any of these types of costs to be part of the 2009 rates. 

K. 1. 1 Appl for Distn Rate General

The spreadsheet had been calculated automatically based on inputs.

L. 1.1. Current & Application for TX Network
For network service charges, Festival Hydro has applied the uniform percentage of 11.3% as outlined on Page 2 in G-2008-001 Guideline – Electricity Distribution Retail Transmission Service Rates.  The model automatically calculates the adjustment per rate class.
L. 2.1. Current & Application for TX Connection

For line connection and transformation connection service charges, Festival Hydro has applied the combined uniform percentage of 5.5% as outlined on Page 2 in G-2008-001 Guideline – Electricity Distribution Retail Transmission Service Rates.  The model automatically calculates the adjustment per rate class.
N. 1.1 Application for Mthly R & C General
The tariff sheets have been automatically calculated based on earlier inputs.

N. 3.1  Curr & Appl for Loss Factor
The loss factors have been taken from Festival Hydro’s 2008 OEB final approved Rate Decision and Order.  There are no requested changes for 2009.
O. 1.1 Sum of Chgs to MSC & DX General 

This spreadsheet had been automatically calculated based on inputs.
O. 2.1 Calculation of Bill Impact 

These spreadsheets have been calculated automatically based on inputs.  Changes were made to the kWh and KW quantities to better reflect Festival Hydro’s customer base.  

The following is a table of our increases:

Class

Usage

Current bill
2009 Bill  
$ increase
% 

Residential 
1,000 kWh
$       120.12
$     121.93
$     1.81
1.5%
Hensall- Res.
1,000 kWh
         108.62
       110.30
       1.68
1.5%


GS< 50 kW 
5,000 kWh
         561.72
       566.92
       5.20
0.9%

GS>50<4,999
715,000 kWh
    74,720.13
  75,481.35
   761.22
1.0%


2,480 kW


Large Use
2,500,000kWh
  243,332.08
245,177.07
1,844.99
0.8%


5,000 kW


USL

58,137 kWh
      6,272.61
    6,322.70
     50.09
0.8% 
Sentinel light   17,000 kWh


47.2 kW
           
      1,762.26
    1,774.02
     11.76
0.7%

Street Lights
320,000 kWh


902 kW

     31,259.56
  31,470.76
    211.20
0.7%

Note:  The quantities used for the examples above for Residential, GS<50 kW, GS>50<4,999 kW, Large User and Residential – Hensall represents monthly usage by a typical Festival Hydro customer.  For USL, Sentinel lights and street lighting, the amounts above represents the average monthly billing for all customers in that class.  

The 2009 rate increases range from a 0.7% to 1.5%.   Overall, Festival Hydro believes the increases for each class are reasonable and request the Board to approve these increases. 
P.1.1  Curr & Appl for Allowance

The allowances have been taken from Festival Hydro’s 2008 OEB final approved Rate Decision and Order.  There are no requested changes for 2009.

P.2.1  Curr & Appl for Specific Service Charges

The specific service charges have been taken from Festival Hydro’s 2008 OEB final approved Rate Decision and Order.  There are no requested changes for 2009.

P.3.1  Curr & Appl for Retailer Service Charges

The retailer service charges have been taken from Festival Hydro’s 2008 OEB final approved Rate Decision and Order.  There are no requested changes for 2009.

Conclusion:  The increases as determined by the model for all Festival Hydro rate classes are reasonable.  We ask that the Board approve the 2009 IRM as submitted.

If you have any questions regarding the 2009 IRM model or the proposed retail transmission rates please contact Debbie Reece at 519-271-4703 x.268 or at dreece@festivalhydro.com
Yours truly,

Festival Hydro Inc.

W. G. Zehr

President
