2009 2nd GIRM – North Bay Hydro Distribution Limited
ED-2003-0024; EB-2008-0202 (2008 IRM)

Manager’s Summary

2009 2nd GIRM Model

North Bay Hydro Distribution Limited (NBDHL) is applying for rate order approval of 2009 Tariff of Rates and Charges (Appendix A) as calculated using the OEB’s 2009 2nd GIRM model with requisite inputs.

Price Cap adjustment and fixed X factor

The Board has determined that the GDP-IPI for the 2009 Rate application is 2.1%. As such, NBHDL has used the default value as found in the current version of the 2009 2nd GIRM model. NBHDL is aware that this value will be updated with the final 2008 data when published by Statistics Canada around the beginning of March 2009. The GDP-IPI will be adjusted downward for an improvement X factor of 1%.

K-Factor adjustment
Beginning in 2008 the Board mandated an adjustment to transition to the deemed capital structure of 60% debt and 40% equity. In this regard NBHDL, as a small utility, is applying a K factor downward adjustment of .7% based on a transitional ratio of 56.7% debt and 43.3% equity.
Tax Rate Adjustment

As the result of the federal government announced in an Economic Statement on October 20, 2007 that the federal income tax rates for corporations would be reduced effective January 1, 2008, the Board made changes to the IRM application process. The 2009 price cap will be adjusted to reflect the new income tax rates. A federal tax rate adjustment of -.2% is applied to the 2009 rates to address the change in federal income tax rates.

Smart Meter Funding Adder

NBHDL currently includes a fixed monthly smart meter rider of $.26 per metered customer in accordance with NBHDL’s 2008 rate order. NBHDL is part of a group of northern utilities that are working cooperatively in accordance with the London Hydro smart metering protocol. An integrated plan for all participating northern utilities has been developed and NBHDL smart meter install is scheduled to commence in July 2009. NBHDL is requesting a utility specific smart meter funding adder in the amount of $1.89 per metered customer per month to replace the current $.26. NBHL’s stranded meter costs of $993,608 have not been included in the smart meter funding adder at this time. In accordance with the G-2008-0002 Guideline for Smart Meter Funding and Cost Recovery please find attached to this submission:

· smart meter funding adder model (Appendix B)

· smart meter plan with installation schedule (Appendix C)
· estimated costs in total and on a per meter basis (Appendix D)
· letter to Ministry of Energy and Infrastructure confirming procurement status for District #9 (Appendix E)

· estimated stranded meter costs (Appendix F)

· at this time NBHDL is not anticipating smart meter or AMI costs to support functionality that exceeds the minimum functionality adopted in O. Reg. 425/06. 
· as part of NBHDL smart meter installation program a temporary MDM/R must be installed to verify meter and system functionality. The cost of this temporary MDM/R in 2009 is forecasted to be $70,159.95. When the verification process is completed in 2009 NBHDL will then utilize the SME’s MDM/R for billing and settlement purposes. The temporary MDM/R will then be utilized as an operational database to help NBHDL operate and manage its assets more effectively. The operating costs for this service are forecasted to be $140,320 in 2010 and are not part of the smart meter funding adder.
Retail Transmission Service Rates

The OEB issued a guideline G-2008-0001 stating that the adjustment to the RTSRs for the 2009 rate year for distributors that file incentive regulation applications will be based only on the specific changes in the connection and network rates that were determined in the uniform transmission rates proceeding EB-2008-0113.  NBHDL has adjusted the transformation network to a uniform percentage increase of 11% and transformation connection to a uniform percentage increase of 5% as per G-2008-0001 and 2009 FAQ’s for LDC’s under 2nd and 3rd generation incentive regulation mechanisms. 

Bill Impacts on Distribution Rates
Based on the filing requirements of the Board, NBHDL is currently applying for adjustments to its distribution rates that will impact the distribution component of the average customer’s bill as follows:
· Residential customer using 1,000 kWh per month




6.7% increase  

· Small General Service using 2,000 kWh per month




3.3% increase

· General Service > 50 kW 40,000 kWh/100 kW




  .5% increase

· General Service 3,000 to 4,999 kW 2,000,000 kWh/4,000kWh

 
  .2% increase

These increases are reflective of the increase in the smart meter funding adder from $.26 to $1.89.
Cindy Tennant
Manager Finance – North Bay Hydro Distribution Limited
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