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Dear Ms. Walli: 
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(SEC) in the above-noted proceeding. 
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EB-2008-0234 

 
IN THE MATTER OF the Ontario Energy Board Act 
1998, S.O. 1998, c. 15, (Schedule B); 
 
AND IN THE MATTER OF an Application by 
Lakeland Power Distribution Ltd. for an Order or 
Orders approving or fixing just and reasonable 
rates and other charges for the distribution of 
electricity commencing May 1, 2009. 

 
 

INTERROGATORIES 
OF THE 

SCHOOL ENERGY COALITION 
 

Responses to School Energy Coalition Interrogatories 
By Lakeland Power Distribution Ltd. 

December 18, 2008 
 
 
 

General: Transition to International Financial Reporting Standards (IFRS) 
 
1. IFRS will replace Canadian GAAP for all publicly accountable enterprises 
effective January 1, 2011.   

(a) Please describe any processes and procedures taken by LPD to date to 
facilitate the transition.  

At this point in time, LPD has attended seminars with EDA and through 
CGA as well as attending the conferences held by the OEB to gain 
information.  LPD was also a part of a group of utilities that met with KPMG 
to get a better understanding of what this process entails in both human and 
material resources.   

(b) Please advise whether LPD  has conducted or is planning to conduct any 
study to identify and assess the potential impact on its regulatory 
accounting and reporting systems upon transitioning to IFRS reporting 
standards.  If yes, please specify. 

LPD is looking to share a consultant resource with other like-minded groups 
to identify the impact on the business once the process of this rate application 
is completed due to limited human resources. 
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(c) Choice of Accounting Policy: Upon transition from Canadian GAAP to 
IFRS, the utility now has the one-time opportunity to evaluate its current 
general-purpose financial reporting and make accounting policy decisions 
that could have a material impact on its future financial reporting. It 
implies that the utility could start a new even if its currently applied 
account policy is deemed to be appropriate under IFRS. It also implies that 
the choice of accounting policy and presentation of financial statements in 
conformity with IFRS will require management to make judgments and 
justify certain assumptions. Please advise whether this applies to LPD.  

All standards will be reviewed after more education is completed.  LPD will 
also be looking at the OEB’s preference of options in order to reduce the 
resulting differences between the regulatory and financial books.  

(d) Cost of Conversion. Costs include both one-time upfront cost (for 
example, the establishment of multiple sets of books, integration of IFRS 
requirements into the utility’s accounting and reporting systems for both 
internal and external reporting, IT costs etc) and on-going cost (for 
example, costs related to expanded disclosure requirements).  Please 
advise of any such conversion costs that are anticipated. 

Any costs related to this conversion will be assessed for lowest cost option 
and will be shared by all companies.  LPD has not included any costs related 
to this conversion in this rate application as they were not known at the time 
of filing. 

 
 

General: Revenue Requirement 
 
2. Please provide LDP's revenue requirement for 2006, 2007 & 2008. 

 

2009 2008 2007 2006

OM&A E xpenses 2,865,018 2,713,232 2,322,717 2,502,306

Amort ization Expenses 1,086,259 899,333 863,389 834,432

Total Dis tribution Expenses 3,951,277 3,612,565 3,186,106 3,336,738

Regulated Return On Capital 1,023,891 1,050,373 1,057,871 1,030,131

PILs 390,132 187,021 326,442 287,833

Service Revenue  Requireme nt 5,365,301$           4,849,959$ 4,570,420$    4,654,702$ 

    Less: Revenue Offsets 407,336-$             400,906-$    508,618-$       418,980-$    

Base Re ve nue  Re quire ment 4,957,965$           4,449,053$ 4,061,801$    4,235,722$ 

Base Revenue Requirement
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Related Party Transactions 
 
3. Ref a: Ex 1/1/13 

Ref b: Ex 1/3/1/Appendix A – 2007 Audited Financial Statements 
 

In Ref a, the company stated that it purchases management and administration 
services under a Service Agreement from its affiliate.  
 
In Ref b, it states that the transactions between related parties are measured at the 
exchange value established and agreed to by the related parties. 
 

(a) Please file a copy of the Service Agreement.  

Attached at end of responses (Appendix A) 

 
 

Rate Base 
 
 

4. 2009 Rate Base 

 
Ref a: Ex 2/1/2/pg2 
Ref b: Ex 2/1/2/pg1/Table 1 – Rate Base Variance 
Ref c: Ex 2/1/1/pg1 
 
2009 rate base is shown as $15,499,710 in Ref c & Ref a, but $15,521,320 in Ref 
b.  This also affects the year over year rate base variance analysis.   
 
(a) Please reconcile. 

A number of the tables in Exhibit 2 did not update with the corrected 
information when they were printed however the commentary is 
utilizing the correct data.  Please see below for the correct tables. 
$15,499,710 is the correct value. 
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Exhibit 2/1/1 page 1 

Description
2006 OEB 
Approved

2006 Actual
2007 Actual 

Year
2008 Bridge 

Year
2009 Test Year

Gross Fixed Assets 16,296,006 17,934,442 18,778,725 19,753,513 21,438,673

Accumulated Depreciation (3,313,079) (5,449,494) (6,453,045) (7,498,107) (8,608,320)

Net Book Value 12,982,926 12,484,947 12,325,680 12,255,406 12,830,353

Average Net Book Value 12,982,926 12,536,442 12,405,314 12,290,543 12,542,880

Working Capital 17,594,466 18,046,552 18,528,905 19,138,925 19,712,202

Working Capital Allowance 2,639,170 2,706,983 2,779,336 2,870,839 2,956,830

Rate Base 15,622,096 15,243,425 15,184,649 15,161,382 15,499,710

Table 1 
Summary of Rate Base

 

 

 

 

 

 

 

 



Description
2006 OEB 
Approved*

2006 Actual
Variance from 

2006 OEB 
Approved

2007 Actual 
Year

Variance from 
2006 Actual

2008 Bridge 
Year

Variance from 
2007 Actual 

Year
2009 Test Year

Variance from 
2008 Bridge 

Year
Gross Fixed 
Assets 16,296,006 17,934,442 1,638,436 18,778,725 844,284 19,753,513 974,788 21,438,673 1,685,160
Accumulated 
Depreciation (3,313,079) (5,449,494) (2,136,415) (6,453,045) (1,003,551) (7,498,107) (1,045,062) (8,608,320) (1,110,213)
Net Book Value 12,982,926 12,484,947 (497,979) 12,325,680 (159,268) 12,255,406 (70,274) 12,830,353 574,947
Average Net Book 
Value 12,982,926 12,536,442 (446,484) 12,405,314 (131,128) 12,290,543 (114,771) 12,542,880$     252,337

Working Capital 17,594,466 18,046,552 452,086 18,528,905 482,353 19,138,925 610,020 19,712,202 573,277

Working Capital 
Allowance 2,639,170 2,706,983 67,813 2,779,336 72,353 2,870,839 91,503 2,956,830$       85,992
Rate Base 15,622,096 15,243,425 (378,671) 15,184,649 (58,776) 15,161,382 (23,267) 15,499,710$     338,328

Table 1
Rate Base Variances

Rate Base:

 

Lakeland Power Distribution Ltd. 
EB-2008-0234 

Responses to SEC Interrogatories 
Page 6 of 35 

Table 2  
Rate Base Materiality 

    

 
Description 2006 OEB 

Approved 
2006 Actual 2007 Actual 

Year 
2008 Bridge 

Year 
2009 Test 

Year 
Gross Fixed Assets $16,296,006   17,934,441.85 $18,778,725 $19,753,513 $21,438,673 

Accumulated Depreciation -$3,313,079 -   5,449,494.36 -$6,453,045 -$7,498,107 -$8,608,320 

Net Book Value $12,982,926   12,484,947.49 $12,325,680 $12,255,406 $12,830,353 

Variance calc 1% NBV $124,849 $123,257 $122,554 $128,304 

Exhibit 2/1/2 page 1 

Exhibit 2/1/2 page 2 
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OM&A Costs 
 
5. Account # 5065 Meter Expense 

 
Ref a: Ex 4/2/2/pg1 – OM&A Cost Table 
Ref b: Ex 4/2/1/pg 15 
Ref c: Ex 3/2/1/pg1 – Table “Customer / Connection Forecast” 
 
 
(a) In Ref b, LPD states that its meter reading service is contracted out to a 

non-affiliated third party under an SLA. 

 
(i) If the meter reading service is charged on a per hour basis, please 

provide the hourly rate charged by the third party meter reader and 
the estimated number of hours required to perform meter reading 
services for each of the year 2006 – 2009 as per the original SLA; 

(ii) If the meter reading services is charged on a per meter basis, please 
provide the charge rate per meter for each of the year 2006 – 2009. 

See below 

 
(b) In Ref a, 2007 actual meter expense dropped by 11% compared to 2006 

actual level.  2008 bridge year spending is budgeted to increase by 35% 
over 2007 actual.  2009 test year spending is forecasted to drop 10% 
compared to 2008 but still represents an increase of 22% over 2006 actual.  
The company has not provided any explanations with respect to the year 
over year variances for this account (the variance is below the materiality 
threshold defined by LPDL, which is $33,000 or 1% of its distribution 
expenses before PILs). It appears that the significant year over year 
variance is not driven by volume as LPDL’s customer / connection growth 
is less than 1% each year from 2006 – 2009 (Ref c). Please provide 
detailed explanations. 

Account 5065 is not related to meter reading (meter reading is in account 
5310-Meter Reading expense).  Account 5065 is for expenses relating to the 
maintenance of meters at customer locations such as replacing covers, 
voltage checks, final reads, communication issues, etc.  This is a variable 
expense year to year depending on number of problems arising. 
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6. Ref : Ex 4/2/3/pg3: Account # 5085 – Misc. Distribution Expense  

2006 actual spending increased by $176K or 503% over approved 2006 level.  
LPD has explained that the increase was due to significant amount of time spent 
on GPS mapping and layout designs for new and existing customers. 

 
(a) Compared to 2006 approved spending, 2007 actual and 2008 – 2009 

forecasted spending almost quadrupled.  Please list the underlying cost 
drivers contributing to the increased spending level for each of the year 
2007 – 2009. 

Lakeland contracted a person to setup and implement operations policies 
and procedures in order to streamline work management, $16 K which is a 
one time purchage.  Lakeland also procured distribution engineering 
standards from Enersource for $32 K, again, a one time expense.  In 
addition, the amounts that are booked to this account in prior years were put 
into a holding account then spread over all operations/maintenance/capital 
accounts.  In 2006, it was decided to house all of these costs into one account 
and dispense with the allocation, hence why the majority of the accounts in 
O&M range are lower than the 2006 approved spending.  Lakeland also felt 
that charges to capital should be specific to the project so allocations were 
dispensed of from 2005 onwards.  The types of expenses that are in this 
account are  

- layouts 

- planning engineering jobs/ weekly engineering meetings 

- GIS updates 

 
 
7. Account # 5095 – Overhead Distribution Lines and Feeders – Rental 

 
Compared to 2006 actual level, spending in this category started to increase from 
2007 by over 50%. 
 
(a) Please advise whether the increase from 2007 and beyond is due to the 

adjustment in pole rental charges payable to Bell and Hydro One.  If yes, 
please provide the unit charge before and after the adjustment.  

The increase in expense is due to Hydro One poles in the annexed area of 
Bracebridge which were not charged until 2007, $14 K.  
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8. Account # 5130 – Maintenance of Overhead Services 

 
Ref: Ex 4/2/3/pg4 

 
LPD states that the increased 2006 spending was due to storm restoration costs.  
2008 spending has been forecasted to increase by $51K, or 20% ,over 2007, and 
there is a further 15% increase forecasted for 2009. 
 
(a) Please provide a detailed explanation by identifying the underlying cost 

drivers contributing to the year over year increases.  

LPD is in an area of high storm activity.  The storm costs identified 
specifically in 2006 were for a single incident that was exceptional.  SEC was 
part of the hearing process.  The other charges to this account are for time 
and materials to repair overhead lines.  In addition, in 2009, two new line 
positions will be coming on board to assist with maintenance and capital 
projects in this and other areas.  A portion of the costs is related to 
disconnecting and reconnecting service for customers.  Lakeland allows one 
free service of this type per customer per year.  Trouble calls are also on the 
rise.  LPD has experienced ever increasing abnormal weather, snow 
conditions and rainfall.  These conditions have created more than LPD’s fair 
share of problems.  In the spring, lightning storms knocked out the power on 
more occasions that expected.  The forecast for 2008 included these repairs.  
Just in the last two weeks, the power to our customers has been out in the 
Bracebridge area more than 5 times due to heavy snowfall.  As of Oct 2008, 
spending in this account has been $240K without the storms in the past few 
weeks.  It is expected that spending in this account will be greater than that 
indicated in the 2008 Forecast of $290 K. 

 
 
9. Account # 5135 – Overhead Distribution Lines and Feeders – Right of Way 

Ref a: Ex 4/2/3/pg4 
Ref b: 4/2/Appendix B – Maintenance Plan for Tree Trimming 
 
LPD states that tree trimming is the single largest expense in this account.   

 
(a) In Ref b, LPD has provided a tree trimming cost summary for 2008 & 

2009.  Tree trimming cost per plan is $114,795 for 2008 and $ 110,850 for 
2009.  In Ref a, $124,000 has been budgeted for 2008 and $130,000 in 
2009. Please confirm the correct amount budgeted for 2008 & 2009 
respectively. 
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The tree trimming plan is that performed by an outside contractor.  The 
incremental amounts are for work performed by our line crews in spot areas 
as required or by customer request. 

 
(b) The tree-trimming plan filed in the application was dated April 16, 2002.  

Please confirm whether this is the “new” tree-trimming plan identified in 
the evidence. 

Typographical error, should be April 16, 2007  

 
(c) LPDL is adopting a new tree-trimming plan based on a 7-year cycle.  

Compared to the company’s previous practice prior to the adoption of its 
new 7-year cycle, is the new plan covering more work (for instance, by 
area or by hours) each year?  If yes, what is the % increase of the work 
load? 

Prior to 2008, tree trimming was sporadic at best and driven by trouble calls, 
reactive as opposed to preventative.  The work load increase will be handled 
by expert contractors as we do not have the staffing levels for it.  Although 
the ultimate end is to reduce trouble calls,  the effect of the tree trimming will 
not have a material impact on reducing maintenance costs until most of the 
way through the program. 

 
10. Account # 5155 – Maintenance of Underground Services 

 
Ref a: Ex 4/2/3/pg5 
Ref b: Ex 2/2/1/ -- Capital Additions, Account #1840 & 1845 
 
Spending in this category has increased, year over year, by $15K or 48% in 2007, 
$9K or 19% in 2008, and a further $30K or 56% in 2009. LPD states that the cost 
increase is mainly due to numerous cable failures, underground locates and 
servicing of new subdivisions.  

 
Capital additions on account # 1840 (Underground conduit) and #1845 
(underground conductors and devices) amount to $71,190 in 2006, $149,023 in 
2007, $180,366 in 2008, and $182,160 in 2009, representing a 156% increase 
within 3 years.  

 
In general, increased capital spending (based on needs and priority) should lead to 
savings on assets maintenance expenses.  Therefore: 
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(a) please explain why LPD requires increased spending on both capital 
expenditures and maintenance expenses related to its underground 
distribution assets.  

The capital spending in 2007 Undergrounding was for new services (with 
offsetting capital contributions).   

The rate at which LPD is replacing problem undergrounding is significantly 
smaller than the area of undergrounding that is in our service area.  The only 
project that is related to undergrounding is the Liddard Street project.  The 
maintenance will be on areas that are more than 30 years old and includes 
submarine cable that gets damaged by boat traffic  

 
 
11. Account # 5320 – Collecting 

Ref: Ex 4/2/2/pg2 
 
2006 actual spending was $23K or 30% lower than 2006 approved.  Spending was 
up again by 32% in 2007 and a further 37% in the following year.   
 
Please identify underlying cost drivers and explain the year over year variances.   
 
In 2004, an additional contract person was on board to assist with collections 
($20K).  With the reduction in distribution revenue due to movement in 
debt/equity ratio and use of actual debt rates, it was decided to remove this 
position.  By the end of 2006, the bad debt expense was growing as was the 
number of accounts going to collections and more disconnect notices were 
being delivered to our remote communities.  In mid 2007, a part time 
collections person was hired ($10 K for part year) and more accounts sent to 
collection agency ($2 K incremental commission).  For 2008, aggressive 
collections and tightening of credit policy increased the amount of disconnect 
notices being hand delivered ($4 k in time & travel) and the collection clerk 
was in place for full year ($17 K incremental).  For 2009 and the advent of 
Smart Meters, it is expected that the accounts will be in better, more timely 
shape reducing disconnects and remote disconnection may be possible saving 
travel time to northern municipalities. 
 
 

12. Account # 5675 – Maintenance of General Plant 

Ref a: Ex 4/2/3/pg8 
Ref b: Ex 4/2/2/pg 3 
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2006 actual general plant maintenance expense was $104K or 270% higher than 
the 2006 approved level.  LPD explains that $75K was due to the cost for the 
cleanup of the contamination at the Bracebridge operation building. 

 
 
(i) Excluding the impact of the contamination which was only a one-time event, 

the remaining variance is $29K above 2006 approved level.  Please provide an 
explanation.  

 
2006 Approved is based on 2004 actuals where Operations was sharing a building 
with the District/Town of Bracebridge where they paid a nominal fee (Acct 5670 
Rent) until their building was completed.  Once they moved into the new LPD 
building, the expenses moved from Account 5670 to 5675.  Utilities increased $10K, 
plus snowplowing $2K, and creation of an outside material storage area, $7K in 
addition to items such as anti slip carpet runners, and weekly cleaning, $6K. 
 
 

Wages and Compensation 
 
13. Ref: Ex 4/2/7/pg5 

 
(i) In 2007, the average yearly base wages for management was 18% higher than 

2006 (from $61K in 2006 to $72K in 2007).  Please explain. 
 
(ii) In 2007, the average yearly base wages for non-unionized staff was 24% 

greater than in 2006 (from $30K in 2006 to $37K in 2007).  There is a further 
13% increase in 2008.  During the period, the number of non-unionized staff 
has not changed.  Please explain the increases.  

 
(iii) In 2007, the average yearly base wages for unionized staff has increased by 

11% over 2006 (from $46K in 2006 to $51K in 2007).  There is a further 21% 
increase in 2008.  Please advise whether a collective agreement is in place, 
describe the provisions, and explain the double-digit increase over 2007& 
2008. 

 
Due to a clerical error in allocation of the costs to the different expense types and 
that the part time positions were not inputted as FTE, the table has been 
recalculated.  Please find the corrected allocation below.  Total compensation 
does not change. 
 
The part time staff are not included in the Number of Employees (FTEs) section 
and should be added together with the Full time employees: 
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 Total FTE – All 2006  2007  2008  2009 
    15.1  15.25  16.4  17.6  
   

 
Management base wages changes by 20% as the new complement of staff is of a 
higher competence level that previous staff.  Of the three positions, two are new 
in 2008. 
 
Non-unionized staff base wage increase is approximately 3% per year. 
 
Union staff wages are under a collective agreement of 3.5% for 2007 and 4% for 
2008.  A new contract will be negotiated in 2009. 
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Number of Employees (FTEs) 2006 2007 2008 2009
Executive 0 0 0 0
Management 2 3 3 3
Non-Union 3 3 3 3
Union 8.3 8 8.4 10
Total 13.3 14 14.4 16

Number of Part Time Employees (FTE) 2006 2007 2008 2009
Executive 0 0 0 0
Management 0 0 0 0
Non-Union 1.8 1.25 2.00                   1.60                   
Union 0 0 0 0
Total 1.8 1.25 2 1.6

Total Compensation 2006 2007 2008 2009
Executive
Management 164,667             231,040             281,226             288,029             
Non-Union 217,577             197,803             245,865             236,563             
Union 643,712             609,927             683,819             864,609             
Total 1,025,956          1,038,769          1,210,910          1,389,201          

Compensation - Average Yearly Base Wages 2006 2007 2008 2009
Executive
Management 67,182               67,024               80,728               81,667               
Non-Union 39,294               40,229               41,623               42,917               
Union 54,649               56,990               59,504               61,301               

Compensation -  Average Yearly Overtime 2006 2007 2008 2009
Executive
Management 3,152                 774                    -                     -                     
Non-Union 825                    529                    600                    652                    
Union 14,283               7,225                 8,571                 8,944                 

Compensation -  Average Yearly Incentive 2006 2007 2008 2009
Executive
Management -                     -                     -                     -                     
Non-Union -                     -                     -                     -                     
Union -                     -                     -                     -                     

Compensation -  Average Yearly Benefits 2006 2007 2008 2009
Executive
Management 11,999               9,215                 13,014               14,343               
Non-Union 5,210                 5,784                 6,950                 7,857                 
Union 8,624                 12,027               13,332               16,216               

2006 2007 2008 2009
Total Salary, Wages & Benefits Charged to OM&A 874,634             795,646             959,831             1,089,478          

Table 3
Employee Complement And Compensation 
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Cost Allocation  
 
14. Ex. 8/1/2, pg. 4:  

(a) Please expand Table 3 by providing the existing revenue shares (of the existing revenue requirement) of the various 
rate classes. 

 

 

Customer Class Cost Allocation

Rate 
Application 

Revenue 
Requirement %

Rate 
Application

2008 Revenue 
Requirement %

2008 Revenue 
Shares

Residential 55.97% 55.97% $2,774,725 55.27% $2,189,379

GS <50 kW 23.53% 23.53% $1,166,609 22.30% $883,234

GS>=50 kW 13.55% 16.93% $839,135 21.13% $836,905

Street Light 6.17% 3.00% $148,739 1.01% $40,099

Sentinel 0.14% 0.07% $3,471 0.03% $1,264

Unmetered Scattered Load 0.65% 0.51% $25,286 0.26% $10,467

TOTALS 100.00% 100.00% $4,957,965 100.00% $3,961,348  

 



Confirmed – see table below 

FOR 2009

Customer Class Cost Allocation
Existing

Rates
Rate 

Application
Cost Allocation

Existing
Rates

Rate 
Application

Difference 
Existing vs Cost 

Allocation

Difference Rate 
App vs Cost 
Allocation

Residential 55.97% 55.59% 55.97% $2,774,726 $2,756,141 $2,774,725 ($18,585) ($1)

GS <50 kW 23.53% 22.40% 23.53% $1,166,638 $1,110,783 $1,166,609 ($55,855) ($29)

GS>=50 kW 13.55% 20.86% 16.93% $671,848 $1,034,355 $839,135 $362,507 $167,288

Street Light 6.17% 0.87% 3.00% $305,767 $43,138 $148,739 ($262,629) ($157,028)

Sentinel 0.14% 0.03% 0.07% $6,815 $1,410 $3,471 ($5,404) ($3,344)

Unmetered Scattered Load 0.65% 0.24% 0.51% $32,171 $12,137 $25,286 ($20,033) ($6,885)

Back-up/Standby Power

TOTALS 100.00% 100.00% 100.00% $4,957,965 $4,957,965 $4,957,965 $0 $0

Outstanding Base Revenue Requirement % Outstanding Base Revenue Requirement $
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(b) Please confirm that the proposed revenue to cost ratios will mean that the GS>50kW rate class will be over-
contributing to LPD's revenue requirement in the amount of $167,331 and the Streetlighting class will be under-
contributing in the amount of $157,167. 
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(c) At p. 5 of Ex. 8/1/2, the company states that "in light of uncertainty 
identified by OEB staff with respect to the analysis of cost allocation 
results for this class, LPDL submits that its approach to the 
implementation of the cost allocation study in respect of the Street 
Lighting class, as proposed in this Application, is appropriate for the 2009 
Test Year…"  However, the Board Report also stated, with respect to other 
rate classes, there may be problems with data, in particular accounting and 
load data, that make it undesirable to necessarily insist on a revenue to 
cost ratios of one for all rate classes. Please explain, therefore, why LPDL 
proposes to move the Residential and GS<50 rate classes to 100% revenue 
to cost ratio while leaving the GS>50 well above that level and the 
Streetlighting class well below that level. 

LPDL’s goal was to move all classes to 100% if they were marginally close, 
move Streetlighting, Sentinel, and USL to half the difference as per other 
OEB decisions then balance the resulting difference in GS>50 kW.  This 
method increased the movement downwards on GS>50 kW, closer to 1. 

15. Ex. 9: Rate Design 

(a) Please provide the existing and proposed fixed/volumetric charge split for 
each rate class.  

See Exhibit 9 Tab 1 Schedule 1 Page 3 – reproduced below 

Customer Class

Current Fixed 
Charge Spilt 

Based on 
Existing Rates

Current 
Volumetric 

Charge Spilt 
Based on 

Existing Rates

Proposed Fixed 
Charge Spilt 

Based on 
Mitigation

Proposed 
Volumetric 

Charge Spilt 
Based on 
Mitigation

Residential 60.1% 39.9% 53.5% 46.5%

GS <50 kW 62.3% 37.7% 62.3% 37.7%

GS>=50 kW(incl. trsf adj) 70.2% 29.8% 70.2% 29.8%

Street Light 60.1% 39.9% 60.1% 39.9%

Sentinel 55.8% 44.2% 55.8% 44.2%

Unmetered Scattered Load 82.8% 17.2% 82.8% 17.2%  

(b) Please provide the Lower Bound (avoided costs), upper bound (avoided 
costs plus allocated customer costs) and ceiling (120% of upper bound) for  
each rate class [Note: the Lower Bound, Upper Bound and Ceiling are 
defined in the Report of the Board, Application of Cost Allocation for 
Electricity Distributors, p. 12] 
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2008 Rates From OEB 
Approved Tariff

Minimum System 
with PLCC 
Adustment 

(Ceiling Fixed 
Charge From 

Cost Allocation 
Model)

Fixed Rate 
Threshold @ 

120% of 
Ceiling 
Charge

14.86 15.72 18.86

30.05 24.47 29.36

499.50 98.28 117.94

0.84 9.81 11.77

1.25 10.22 12.26

14.89 30.10 36.12
 

As per Exhibit 9/Tab 1/Schedule 1/Page 4, Lakeland proposes to maintain the current 
fixed and variable proportions for the proposed 2009 rates for most classes. Lakeland has 
made a change in the fixed and variable proportions fo the residential class to address 
rates in excess of 10% bill impact on low volume residential consumers.   Consistent with 
the position of Norfolk Power in it's 2008 Rate Application EB-2007-0753, it is 
Lakeland's understanding that a ceiling was not established by the Board’s report 
Application of Cost Allocation for Electricity Distributors. In the case of Norfolk Power 
the Board agreed with this position in the Board's Decision for the Norfolk Power's 2008 
rate application. In that Decision the Board stated: 
 

"Board Findings  
 
As noted above the Applicant does not propose to change the 
relationship between the fixed portion of the customer's bill and the 
portion that varies with load. 
 
The Board has convened a consultation with the industry and 
stakeholders respecting many aspects of rate design, including the 
fixed/variable split. (EB-2007-0031). The relationship between the fixed 
and variable portions of the customer bill has important implications for 
ratemaking, and the magnitude of the fixed charge has benefits and 
drawbacks for various stakeholders. 
 
In light of the consultation initiated by the Board on these subjects it 
would be inappropriate to attempt to predict its outcome and to impose a 
new structure on the Applicant. Accordingly the Board accepts the 
Applicant's proposal." 
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Appendix A 
 
Services Agreement 
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