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CAmBRIDGE AND NORTH DumFRIES HYDRO INC.




November 7, 2008

Ontario Energy Board

P.O. Box 2319

27th Floor

2300 Yonge Street

Toronto, Ontario 

M4P 1E4

Attention:
Kirsten Walli



Board Secretary

Dear Ms. Walli

Re:
Application for Approval of 2009 Incentive Regulation Mechanism Distribution Rate Adjustments - Cambridge and North Dumfries Hydro Inc.

– OEB License ED-2002-0574

Please find attached our 2009 Incentive Regulation Mechanism Distribution Rate Application along with the supporting 2009 IRM Model for Cambridge and North Dumfries Hydro Inc. (CNDHI)
If you require any additional information or clarification with respect to any of the information contained in our application, please contact Dean Ferraro at (519) 621-3530 ext. 2638 or myself at (519) 621-3530 ext. 2355.

Thank you for your assistance.

Yours very truly,

Cambridge and North Dumfries Hydro Inc.

John W. Grotheer, CMA

President & CEO



IN THE MATTER of the Ontario Energy Board, 1998, S.O.



1998, c.15, Schedule B of the Energy Competition Act, 1998;



AND IN THE MATTER OF an Application by Cambridge and

North Dumfries Hydro Inc. for an Order or Orders approving

or fixing just and reasonable rates and other charges for

2009 Electricity Distribution Rates.

Applicant Name:


Cambridge and North Dumfries Hydro Inc.

Applicant Address:


1500 Bishop Street






P. O. Box 1060






Cambridge, Ontario






N1R 5X6

Case Number:


EB-2008-0164 
License Number:


ED-2002-0574

IN THE MATTER OF the Ontario Energy Board



Act, 1998, S.O. 1998, c.15, Schedule B of the 




Energy Competition Act, 1998.




AND IN THE MATTER OF an Application by 




Cambridge and North Dumfries Hydro Inc. for an 

Order or Orders approving or fixing just and 

reasonable rates and other charges for

2009 Electricity Distribution Rates.

APPLICATION

1.
Introduction
1.1 Cambridge and North Dumfries Hydro Inc., (the “Applicant”) hereby applies to the Ontario Energy Board (the “Board”) for approval of 2009 Distribution Rate Adjustments, based on the Board’s instructions dated October 3, 2008, the Cost of Capital and 2nd Generation Incentive Regulation Mechanism (the “Board Report” or the “Report”) dated December 20, 2006 and on subsequent relevant Board Decisions, with rate adjustments scheduled for May 1, 2009.

The Applicant utilized the Board’s rate model, referred to as the 2009 Incentive Regulation Mechanism Distribution IRM Model – Version 2.0 and followed the methodology set out in the guidelines in the Board Report.

The 2009 rate adjustments include:

1.1.1 The adjustment of the federal tax rate impact on PILs; and

1.1.2 The 2nd Generation IRM price cap index adjustment (fixed and variable) net of smart meter funding increment; and

1.1.3 The adjustment for the transition to the common deemed capital structure of 60% debt and 40% equity, commonly referred to as the K-factor.

1.2 
The Applicant, in response to the Board’s August 28, 2008 Decision relating to Ontario Uniform Transmission Rate Order, EB-2008-0113, and the related effect on Distributor Retail Transmission Rates, herein presents a proposal to adjust the retail transmission rates. 
2.
Distributor Profile Summary
2.1 Description of the Distributor:
Cambridge & North Dumfries Hydro Inc., (License Number: ED-2002-0574), services a total area of 303 Sq.Km, as defined by the municipalities of The City of Cambridge and The Township of North Dumfries, in the Regional Municipality of Waterloo. Seventy percent of the total service area is Rural with the balance (90 Sq.Km) urban, as defined by the Municipality.

Cambridge and North Dumfries Hydro Inc. does not have any special conditions in its license, nor is Cambridge and North Dumfries Hydro Inc. exempt from any conditions of its license.

The Applicant is embedded at one service point with Hydro One Networks Inc. and is a Host Distributor to Waterloo North Hydro Inc. and Hydro One Networks Inc. The adjacent Distributors are:

(a) Kitchener – Wilmot Hydro Inc. 

(b) Waterloo North Hydro Inc.

(c) Hydro One Networks Inc.

At December 31, 2007, the Applicant had 48,934 Customers comprised of the following classes:
	
	2007
	2006
	2005

	 Residential Class 
	      43,623 
	      43,373 
	      42,188 

	 General Service Class < 50kW 
	       4,600 
	          535 
	       4,491 

	 General Service Class 50 to 999kW 
	          680 
	          671 
	          635 

	 General Service Class 1,000 to 4,999kW 
	            28 
	            29 
	            29 

	 Large User Class 
	              3 
	              3 
	              3 

	 TOTAL 
	      48,934 
	      44,611 
	      47,346 

	
	
	
	

	 Street Lights Connections 
	12,409
	      12,201 
	      12,089 


The key contact information is:



Cambridge and North Dumfries Hydro Inc.



1500 Bishop Street, P.O. Box 1060



Cambridge, Ontario



N1R 5X6



John W. Grotheer, CMA

President and CEO




e-mail: jgrotheer@camhydro.com



(519) 621-3530 extension 2355




(519) 621-0383 (Facsimile)

3. 2009 IRM Model 

2008 Current Rates (Sheet C3.1 and C6.1)

The 2008 Board – Approved Tariff of Rates and Charges reflect the Decision on Motion and Order EB-2007-0900.

Smart Meter Information (Sheet C1.1)

The 2008 IRM Smart Meter Rate Adder adjustment reflects the Board’s approved amount of $0.27 per month per metered customer in accordance with EB-2007-0900.

K-Factor Derivation (Sheet D1.1)

The Applicant followed the approach for calculating the K-factor as outlined in the IRM Model, based on data inputs from the Board’s approved 2006 EDR Model and the corresponding PIL’s Spreadsheet. The resulting K-factor is -0.7%.

Federal Tax Adjustment (Sheet D2.1)

The Applicant followed the approach for calculating the Federal Tax Adjustment as outlined in the IRM Model with a resulting -.3% decrease.

Price Cap Adjustment to (Sheet F1.1)

For the 2nd Generation IRM price cap index adjustment, the Applicant has used as a proxy the current value of 2.1% less the X-factor of 1.0%.  The Applicant anticipates that the Board Staff will adjust the inflation index when the final 2008 data is published by Statistics Canada in late February 2009.

Smart Meter Adder Amounts (Sheet J1.1)

On June 25, 2008 the Government of Ontario approved O. Reg. 235/08 which amended Reg. 427/06 (Smart Meters:  Discretionary Metering and Procurement Principles) to add a new category of distributors that are authorized to undertake smart meter activities.  This regulation authorizes metering activities pursuant to the Request for Proposal (RFP) for Advanced Metering Infrastructure issued on August 14, 2007 by London Hydro Inc. and other named distributors. Cambridge & North Dumfries Hydro Inc. was a named party to the RFP and thus, has commenced its smart meter activities.    


CNDHI has proposed an adjustment of its monthly smart meter funding adder for its metered customers and has chosen the standard $1.00 per month per metered customer smart meter funding adder.  The proposed adjusted smart meter adder is reflected in Sheet J1.1 of the IRM model.  

CNDHI estimates that the number of meters to be installed in the rate test year to be approximately 31,325.  

CNDHI does not have all of the contractual arrangements in place at this time, negotiations are currently in process. CNDHI has a preliminary estimate of a total cost of $168 per meter.  This preliminary total cost estimate includes Smart Meter Unit Costs, Installation, Infrastructure, Communications, Meter Base Repairs and OM&A.  This estimate does not include the Cost of Funds. CNDHI has a preliminary estimate of total smart meter costs (as listed above) of approximately $5.3M in the rate test year.  

Current smart meter technology available meets minimum functionality of O. Reg. 425/06, with minor functionality enhancements that are provided at no additional cost.  

CNDHI does not expect to incur costs associated with functions for which the Smart Metering Entity (SME) has the exclusive authority to carry out pursuant to O. Reg. 393/07. CNDHI is undertaking activities to test and commission the AMI systems and does not intend to duplicate the expected SME activities.
	CNDHI 
	
	
	
	

	
	
	
	
	

	 Smart Meter Rate Adder Calculation 
	

	
	
	
	
	

	 Smart Meter Rate Adder 
	
	 $         1.00 

	 # Residential Customers 
	
	        43,738 

	
	
	
	
	     $43,738 

	
	
	
	
	

	 Divide by # Metered Customers: 
	
	

	 Residential 
	
	   43,738.00 
	

	 GS <50 
	
	
	     4,576.00 
	

	 GS >50 (2 classes) 
	
	        746.00 
	

	 Large User 
	
	           32.00 
	        49,092 

	
	
	
	
	

	 Resulting $ / Metered Customer 
	
	         $0.89 


Transmission Network and Connection Adjustments  (Sheet L1.1 and L2.1)

The Applicant proposes to adjust the Retail Transmission Network and Line and Transformation Connection Service Rates to reflect the Board’s August 28, 2008 Decision relating to Ontario Uniform Transmission Rate Order, EB-2008-0113 as follows:

	Calculation of Transmission Network & Connection Proposed Increase - May 1/09 

	
	
	

	 
	 
	 Line and Transformation Connection 

	 
	 
	

	 
	 Network 
	

	 
	 
	 

	 Current 
	2.31
	2.20

	 
	
	

	 Approved Jan 1/09 
	2.57
	2.32

	 
	
	

	Percentage Increase 
	11.3%
	5.5%


4. Rate Adjustments Applied For

6.1  2008 Tariff Sheet (Sheet 10)

This application is completed on the basis consistent with the Board’s filing requirements for the 2nd Generation IRM utilizing the Board’s IRM Model. The application of the Price Cap Index is applied uniformly across all customer classes and to both the monthly service charge and volumetric rate, including taxes.

There is no change to Specific Service Charges. Specific Service Charges are in accordance with the EB-2006-0100 Board Approved Rate Schedule. 

The impact of the proposed change by customer class is:
	
	$
	% of Distribution Revenue
	% of Total Bill

	Residential Class
	0.74
	3.20%
	1.30%

	General Service Class < 50kW
	0.74
	0.50%
	0.70%

	General Service Class 50 to 999kW
	2.26
	0.10%
	1.20%

	General Service Class 1,000 to 4,999kW
	8.93
	0.10%
	0.80%

	Large User Class
	84.63
	0.10%
	0.50%

	Unmetered Scattered Load
	0.01
	0.00%
	0.60%

	Street Lights
	0.01
	0.05%
	1.20%


This impact analysis assumes:

(i) Proposed 2009 EDR Smart Meter Rate Adder of $0.89 for all metered classes.
 

Dated at Cambridge, Ontario, this 07th day of November 2008.

__________________________  

Cambridge & North Dumfries Hydro Inc.

John W. Grotheer, CMA

President and Chief Executive Officer
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