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3.1 Application Introduction

IN THE MATTER OF the Ontario Energy Board Act,
1998, being Schedule B to the Energy Competition Act,
1998, S.0. 1998, c.15;

AND IN THE MATTER OF an Application by
Newmarket -Tay Power Distribution Ltd. for an
Order or Orders approving or fixing a proposed
schedule of adjusted distribution rates, retail
transmission rates and other charges,

effective May 1, 2021.

1. Newmarket -Tay Power Distribution Ltd. (“NT Power”) is incorporated pursuant to the
Ontario Business Corporations Act. NT Power distributes electricity within the Town
of Newmarket, Town of Midland and the Township of Tay as described in its licence
(ED-2007-0624).

2. NT Power applies for an order or orders under the Annual IR Index methodology

approving just and reasonable rates and other charges effective May 1, 2021; and

3. NT Power requests that, pursuant to Section 34.01 of the Board’s Rules of Practice

and Procedure, this proceeding be conducted by way of written hearing.
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3.1.2 Components of the Application Filing

1. Manager's Summary

NT Power's Newmarket - Tay rate zone (“NTRZ”) current rates were effective May 1, 2020,
reference EB-2019-0055. NT Power is seeking the Ontario Energy Board'’s (the “Board”) approval
for the rates it charges to distribute electricity to its customers, as is required of licenced and rate-
regulated distributors in Ontario. NT Power is using the Annual IR Index for the NTRZ to set rates
for 2021. The Annual IR Index is based on inflation less the Board’s highest stretch factor

assessment of a distributor’s efficiency.

The scope of this section is to provide the information and rate adjustment request for NT Power’s
2021 IRM Rate Application for the NTRZ.

Key Elements of Application

# | Description NT Power — NTRZ
Inclusions

1 | Z Factor Claim No

2 | Incremental Capital Module Claim Yes

3 | Advanced Capital Module Claim No

4 | Lost Revenue Adjustment Mechanism (LRAMVA) Yes

5 | Rate Harmonization pursuant to a prior Board’s | No

decision

6 | Renewable Generation and/or Smart Grid Adder | No

Request

7 | Multiple Service Areas with Different Rates Yes

8 | Migration of customer into or out of Class A (Global | Yes

Adjustment)

9 | Other — Account 1576 Reconciliation Yes
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Rate Adjustment Requests

Lost Revenue Adjustment Mechanism Variance Account

A Rate Rider Recovery for the NTRZ Lost Revenue Adjustment Mechanism Variance Account
1568 (“LRAMVA”) effective until April 30, 2021. NT Power is seeking the Board’s approval for a
one-year disposition period for the combined principal and carrying charges LRAMVA total of
$410,083 (principal amount of $400,550 and carrying charges of $9,532).

Incremental Capital Module
Relief sought for capital costs of constructing a Transformation Station requiring contributions in
2015 and 2021.

A service charge rate rider and distribution volumetric rate rider is being requested for all rate

classes by contribution year 2015 and 2021.

Disposition of Deferral and Variance Account 1576

NT Power requests disposition of Account 1576 for NTRZ on a final basis.
1) Establish a Rate Rider to address the Disposition of Account 1576
2) Adjustment to Base Distribution Rates for Account 1576

Group 1 Deferral and Variance Accounts

NT Power engaged Baker Tilly an independent auditor to conduct a detailed review of Group 1
balances for 2013 to 2019. The audit includes an assessment of accounting and settlement
practices for Account 1588, Account 1589 and all sub accounts of Account 1595.

NT Power has completed sheet ‘3. Continuity Schedule’ and confirms the entries representing
Group 1 Deferral and Variance Account balances as of December 31, 2019 are accurate. NT
Power elects to dispose of the Group 1 account balances that are below the threshold because

the balances are practical to dispose of by rate classes.
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Distribution Rates

NT Power is applying for a Decision and Order approving the proposed distribution rates and

other charges for the NTRZ set out in this Application as just and reasonable pursuant to
Section 78 of the Board Act, to be effective May 1, 2021.

If the Board is unable to provide a Decision and Order in this Application for implementation by

May 1, 2021, NT Power requests that the Board issue an Interim Rate Order declaring the

current NTRZ Distribution Rates and Specific Service Charges as interim until the

implementation date of the approved 2021 distribution rates.

a)

b)

d)

The continuation of currently approved rates for:

a. Smart Metering Entity Charge until December 31, 2022;

b. Low Voltage Service Rates
An adjustment to the approved Retail Transmission Service Rates (“‘RTSRs”) as
provided in the Guideline G-2008-0001 — Electricity Distribution Retail Transmission
Service Rates (dated October 22, 2008) and subsequent revisions and updates to the
Uniform Transmission Rates (“UTRs”) and as supported by the completion issued 2021
Rate Generator Model.
A distribution rate rider to allocate the tax savings by rate class for the credit amount of
$41,095. This amount is associated with the 50/50 sharing of the impact of currently
known legislated tax changes as per the Filing Requirements and as calculated in the
2021 Rate Generator Model.
GA rate rider for all current Class B customers who did not transition between Class A
and Class B since the Account 1589 was disposed of in 2012.
The establishment of rate riders associated with the final disposition of the following

deferral and variance accounts:

* Group 1 accounts as identified by the Report of the Board on Electricity Distributors’
Deferral and Variance Account Review Initiative dated July 31, 2009 (the “EDDVAR
report”’) and any subsequent additions to the listing of accounts identified by the Board in

the Filing Requirements.
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MicroFIT Generator Service Charge

NT Power is applying for the updated monthly service charge of $4.55 as updated by OEB
(“Ontario Energy Board”) Staff Letter dated February 24, 2020 (EB-2009-0326 and EB-2010-
0219).

Cost Allocation Adjustment Implemented

In NT Power’s Decision and Order on August 23, 2018 granting approval for NT Power to
purchase and amalgamate with Midland Power Utility Corporation (“Midland Power” or “MPUC”)
EB-2017-0269. On September 12, 2019, NT Power filed updated cost allocation models and a
proposal to align certain customer classes within the Board’s cost allocation target bands. The
OEB accepted the partial settlement proposal and submission results that fell within the ranges
established by the OEB for each customer class (EB-2019-0055).

Table A: Bill Impacts Prior to Additional Rate Riders for NTRZ

Current
OEB Bill Impact Prior To
Approved Additional Rate Riders

Rate Classes Units | Consumption $ N
Residential RPP kWh 750 $118.97 $(2.29) -1.9%
GS <50 RPP kWh 2,000 $312.50 $(3.41) -1.1%
GS >50 Non-RPP KW 500 $45,574.18 $(1,422.90) -3.1%

(Other)
Unmetered RPP KWh 200 $35.27 $(0.45) -1.3%
Scattered Load
S.entllnel RPP KW 1 $70.57 $(0.71) -1.0%
Lighting

- - 0,

Street Lighting (NC())trt:eR;)PP KW 1,000 $97,152.82 | $(11,363.14) 11.7%

10
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2. Contact Information

Primary Contact

Michelle Reesor

Regulatory Manager
mreesor@nmhydro.ca

590 Steven Ct, Newmarket, ON L3Y 622
Phone: (905) 715-4120

Fax: (905) 895-8931

Secondary Contact

Laurie Ann Cooledge

Chief Financial Officer
lauriec@nmhydro.ca

590 Steven Ct, Newmarket, ON L3Y 622
Phone: (905) 953-8548 X2268

Fax: (905) 895-8931

11
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3. Rate Generator Model and Supplementary Workforms

NT Power has utilized the following model and workforms:

2021 IRM Rate Generator Model
Global Adjustment Analysis Workform

1 Note: Customization of Workform by OEB Applications Division to support years
2013-2019.
- Account 1595 Workform
- lllustrative Commodity Model
- Generic LRAMVA Workform
- Board Appendix 2-EC, 2-BA 1576 Continuity Schedule, Appendix 2-BB with Table F-1 and
F-2 from Kinetrics Report, Appendix 2-C
- Capital Module Applicable to ICM

4. 2020 Current Tariff Sheet

Appendix 1 contains the approved 2020 Tariff Sheet that was revised to include the variable rate
correction as per the Board Secretary letter dated April 30, 2019 (EB-2019-0055).

The rates and charges within the tariff sheet provide the basis for the starting point from which

the 2021 rates and charges are calculated using the Board’s 2021 IRM model.

5. Supporting Documentation Cited Within Application

NT Power has committed to citing the supporting documentation throughout the application.

DVA Balance Reconciliation to RRR as of December 31, 2019
The RRR balances shown in the Rate Generator Model, sheet ‘3. Continuity Schedule’, column

BV are reconciled in the DVA Balances by Rate Zone table below.

NT Power has identified a variance from the RRR filing for Account 1580 as the Midland rate
zone WMS sub account CBR Class B was double counted resulting in a variance of ($13,464).
The variance in the RSVA Power Account 1588 and RSVA Global Adjustment Account 1589 is

the amount identified in the GA Analysis Workform reconciling items.

12
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The variance in the Disposition and Recovery/Refund of Regulatory Balances (2014 and prior)

and (2015) is the result of a reallocation between the two sub-accounts.

The Rate Generator Model Sheet “3. Continuity Schedule” contains a RRR grouping error for
Account 1595 balances prior to 2014 as demonstrated in the E Revised column in the DVA
Balances by Rate Zone table. The row appears to be only populating the RRR submission for
2014, rather than a summation of 2008 to 2014 as per the RRR filing.

NT Power confirms the accuracy of the 2019 billing determinants as per the table below and trial

balance for the pre-populated models.

Table 1: DVA Balances by Rate Zone

Continuity
NT Schedule
Description | Power- Total RRR 2.1.7 RRR Variance
Grouping
Error
. F=E (or E
A B C=A+B E E Revised revise(d) <

1| LV Variance Account | 1550 | $344,518 $551,045 $895,563 $895,563 $895,563 $0

Smart Metering Entity
2| Charge Variance 1551 | -$73,557 |-$13,815| -$87,372 | -$87,372 | -$87,372 $0

Account

3 RSVA - Wholesale

Market Service crarge 1580 | -$273,401 -$60,924 -$334,325 -$347,789 -$347,789 -$13,464

Variance WMS — Sub-

4 account CBR Class B 1580 -$0 -$13,463| -$13,464 | -$13,464 | -$13,464 $0
RSVA - Retail
5 | Transmission Network | 1584 |-$254,472 | $32,635 |-$221,837 | -$221,837 |-$221,837 $0
Charge
RSVA - Retail

6 Transmission 1586 | $165,055 $88,257 | $253,312 | $253,312 | $253,312 $0
Connection Charge

7 RSVA - Power 1588 $1,026,156 $37,824 $1,063,980%$1,242,470$1,242,470 $178,490

3 RSVA - Global
Adjustment

1589 -$924,927 $81,071 |-$843,856 | -$993,406 |-$993,406 |-$149,550

Disposition and

Recovery/Refund of
9 Regulatory Balances | 1595 -$455,385  $-  -$455.385 -$61,893 |-$493,380 -$37,995

2014 and prior

13
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10

Disposition and
Recovery/Refund of
Regulatory Balances

(2015)

1595

-$128

-$128

$37,866

$37,866

$37,994

11

Disposition and
Recovery/Refund of
Regulatory Balances

(2016)

1595

12

Disposition and
Recovery/Refund of
Regulatory Balances

(2017)

1595

$1,420

$8,568

$9,988

$9,988

$9,988

$0

13

Disposition and
Recovery/Refund of
Regulatory Balances

(2018)

1595

-$35,239

$3,408

-$31,831

-$31,831

-$31,831

$0

14

Disposition and
Recovery/Refund of
Regulatory Balances

(2019)

1595

$360,279

$283,054

$643,333

$643,333

$643,333

$0

15

LRAM Variance
Account

1568

$1,019,064

$87,207

$1,106,271

$1,106,271

$1,106,271

$0

14
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6. Who Is Affected by the Application

Statement: This IRM application will affect NT Power's NTRZ customers within the defined
service area consisting of both the Town of Newmarket and Township of Tay, as defined by its
licence (ED-2007-0624).

Distributor’s Profile

NT Power is a local electricity distribution company with approximately 45,000 customers/
connections in the Town of Newmarket and the Township of Tay that comprises NTRZ. The
NTRZ electrical system spans nearly 360 kilometres of line and is supplied by nine 44,000 volt
feeders from Hydro One Networks Inc. (“HONI”)’'s Armitage, Holland Junction and
Waubaushene transformer stations. The NTRZ service area is non-contiguous with the

Township of Tay service area being partially embedded.

A Decision and Order (EB- 2017-0269) from the Board was received August 23, 2018 granting
approval for NT Power to purchase and amalgamate with Midland Power Utility Corporation.
The transaction closed on September 7, 2018. The amended Licence ED-2007-0624 and
notification from the Board that the MPUC Licence (ED-2002-0541) was cancelled was received
on September 17, 2018.

7. Publication Notice

The persons affected by this Application are the customers within NT Power’s NTRZ service
area. NT Power proposes a copy of the notices related to the application be available on our

websites:

T  www.tayhydro.com
1  www.nmhydro.on.ca

1 www.midlandpuc.on.ca

NT Power also proposes the notices related to the application be posted at the office locations:

M 590 Steven Court, Newmarket, Ontario, L3Y 672
1 16984 Highway 12, Midland, Ontario, L4R 4P4

15
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and to serve a copy of the application on the interveners in it’s last Cost of Service application
(EB-2009-0269).

8. Accuracy of Billing Determinants

Statement: NT Power has filed the 2021 Incentive Rate-Setting Application for the NTRZ

consistent with Chapter 3 Incentive Rate- Setting Applications (“Chapter 3”), revised May 14,
2020.

NT Power confirms the accuracy of the 2020 Board Approved Tariff of Rates and Charges, and
the accuracy of the billing determinants prepopulated in sheet ‘2. Current Tariff Schedule’ and,

respectively, in sheet ‘4. Billing Det. For Def-Var’ of the 2021 IRM Rate Generator model.

NT Power confirms that it has not diverged from the Board’s IRM rate generator model concept.

16
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DATED at Newmarket, Ontario this 23 day of November, 2020.

All of which is respectfully submitted,

Original Signed By

Ysni Semsedini, President/ CEO
Newmarket — Tay Power Distribution Ltd.

17
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9. Text Searchable Adobe PDF

NT Power confirms all documents are in Adobe PDF text-searchable format.

10. The 2021 IRM Checklist
NT Power has completed all items of the 2021 IRM Checkilist.

18
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3.1.3 Applications and Electronic Models

NT Power has populated the 2021 Rate Generator Model and supplementary workforms as per

section 3. of the Managers Summary.

NT Power has provided the following models to support the additional requests within this

application as required:

* For an incremental or pre-approved Advanced Capital Module (ICM/ACM) cost
recovery and associated rate rider(s), a distributor must file the Capital Module
applicable to ACM and ICM.

* A distributor seeking to dispose of lost revenue amounts from conservation and
demand management activities, during an IRM term, must file the Lost Revenue

Adjustment Mechanism Variance Account (LRAMVA) workform.

Certification of Evidence

As President and CEO of Newmarket-Tay Power Distribution Ltd. and in my capacity as an
officer of that corporation and without personal liability, | hereby certify to the best of my
knowledge and as at the date of this certification that the evidence in the Application is accurate,
consistent and complete. The filing is consistent with the requirements from Chapter 3 of the
Filing Requirements for Transmission and Distribution Rate Applications for Incentive Rate-

Setting Applications revised on May 14, 2020.

Original Signed By

Ysni Semsedini, President/ CEO

Newmarket — Tay Power Distribution Ltd.

19
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3.2 Elements of the Annual IR Index Plan

3.2.1 Annual Adjustment Mechanism

In accordance with Chapter 3, NT Power is an Annual IR Index applicant for the NTRZ resulting
in the assignment of a 0.6% stretch factor. NT Power - NTRZ has chosen the Board’s Annual IR
Index established by the Board in its October 18, 2012 Renewed Regulatory Framework for
Electricity Report.

The 2021 Rate Generator Model for the NTRZ was adjusted from the prepopulated group three
stretch factors to group five.

NT Power’s rate-setting parameters for the NTRZ are:
Annual price escalator: 2.2%
Stretch factor: 0.6%

Total price index: 1.6%.

NT Power has elected for the OEB inflation factor for electricity distributors of 2.2% for both rate
zones in 2021 established by the OEB Registrar letter 2021 Inflation Parameters on November
9, 2020.

The 2021 Rate Generator Model on Sheet '16. Rev2Cost GDPIPI is required to be updated to
reflect the Price Escalator 2.2% for both rate zones.

3.2.1.1 Application of the Annual Adjustment Mechanism

The annual adjustment mechanism applies to distribution rates (fixed and variable charges)

uniformly across customer rate classes.

The annual adjustment mechanism will not be applied to the following components of delivery

rates:

f Rate Adders
f Rate Riders
1 Low Voltage Service Charges
1

Retail Transmission Service Rates

20
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Wholesale Market Service Rate

Rural and Remote Rate Protection Benefit and Charge
Standard Supply Service — Administrative Charge
Capacity Based Recovery

MicroFIT Service Charge

Specific Service Charges

Smart Metering Entity Charge

=4 =4 =4 =4 4 -4 -4 -

Transformation and Primary Metering Allowances

3.2.2 Revenue-to-Cost Ratio Adjustments
NT Power filed updated cost allocation models with the Board on September 12, 2019 (EB-
2019-0055).The cost allocation update approved by the OEB was as follows:

“The OEB accepts the partial settlement proposal.

The parties concluded that Newmarket-Tay Power’s updated cost allocation
methodology in this proceeding is unique. The OEB agrees. Given the 10-year deferred
rebasing period following an amalgamation, the next rebasing application for
Newmarket-Tay is not expected until the setting of 2028 rates. The OEB ordered
Newmarket-Tay Power to update the cost allocation models and have them filed no later
than 12 months following the acquisition of all Midland Power shares. The filing of the
cost allocation study in this application is responsive to that order.

Given this unique circumstance, the OEB agrees that it is appropriate to use 2018 actual
volumes and connections for the purposes of the cost allocation study. The parties also
agreed to a number of corrections and adjustments to the cost allocation model, which
the OEB finds appropriate. The resulting revenue-to-cost ratios all fall within the ranges
established by the OEB for each customer class” (EB-2019-0055, page 17-18).

21
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3.2.3 Rate Design for Residential Electricity Customers

On April 2, 2015, the Board released its Board Policy: A New Distribution Rate Design for
Residential Electricity Customers (EB-2014-0210), which stated that electricity distributors will
transition to a fully-fixed monthly distribution service charge for residential customers. NT Power

has transitioned to a fully-fixed monthly service charge for the residential class in the NTRZ.

Residential Rate Design — Exceptions and Mitigation
NT Power is not requesting rate mitigation as no bill increased for any customer class exceed
10% for NTRZ.

3.2.4 Electricity Distribution Retail Transmission Service Rates

NT Power seeks changes to its Retail Transmission Service Rates for the NTRZ as detailed in
2021 IRM Rate Generator Model (sheets 10. to 15.).

Electricity distributors are charged for transmission costs at the wholesale level and then pass
these charges to their distribution customers through the Retail Transmission Service Rates
(“RTSR”). Variance accounts are used to capture differences in the rate a distributor pays for
wholesale transmission service compared to the retail rate that the distributor is authorized to

charge when billing its customers (variance Account 1584 and Account 1586).

22
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NT Power acknowledges that the RTSR’s may be adjusted by the Board. NT Power proposes

the RTSR rates below for the NTRZ based on the 2021 IRM Rate Generator Model:

Proposed RTSR

Current  Adjusted

RTSR RTSR Current RTSR Adjusted RTSR
Rate Class Network Network Connection Connection
Residential $/kWh 0.0084 0.0075 0.0077 0.0070
General Service
Less Than 50 kW | $/kWh 0.0077 0.0069 0.0069 0.0063
General Service
50 To 4,999 kW $/kW 3.0862 2.7654 2.6912 2.4485
Unmetered
Scattered Load $/kWh 0.0076 0.0068 0.0069 0.0063
Sentinel Lighting | $/kW 2.3284 2.0864 2.1233 1.9318
Street Lighting $/kW 2.35 2.1057 2.0781 1.8907

In the Board’s most recent Decision and Rate Order (EB-2019-0296), new Uniform

Transmission Rates were effective and are as follows:

Uniform Transmission Rates

Uniform Transmission Rates

Network Service Rate $3.92 kW
Line Connection Rate $0.97 kW
Transformation Connection Service Rate $2.33 kW

Other Rates and Charges

NT Power seeks continuation of the other rates and charges approved in EB-2009-0269
specifically the Allowances, Specific Service Charges, Retail Service Charges, and Loss
Factors for the NTRZ.

23
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3.2.5 Review and Disposition of Group 1 Deferral and Variance Account

Balances

Chapter 3oftheBoard s Fi | i ng Rrathe Repogt oféha Board on Electricity
Distributors’ Def err al provide thatthe idistributos’s Gkoupg1o u n t
audited account balances will be reviewed and disposed of if the pre-set disposition threshold of
$0.001 per kWh (debit or credit) is exceeded. Consistent with a letter from the OEB on July 25,
2014, distributors may elect to dispose of Group 1 account balances below the threshold.
Distributors must file in their application Group 1 balances as of December 31, 2019 to

determine if the threshold has been exceeded.

NT Power elects to dispose of the Group 1 account balances that are below the threshold
because the balances are practical to dispose of by rate classes. NT Power - NTRZ has
completed the Board Staff's 2021 IRM Rate Generator model ‘sheet ‘3. Continuity Schedule’
and has projected interest to April 30, 2020 on the December 31, 2019 balances. Actual interest
has been calculated based on the Board’s prescribed rates. Projected interest for the period is
based on the Q2’s, 2020 Board'’s prescribed rate of 0.57%.

Statement: NT Power confirms the accuracy of the billing determinants for the NTRZ used in
sheet ‘4. Billing Det. For Def-Var’ of the 2021 IRM Rate Generator model.

External Review Ordered by the OEB
In the Decision and Order (EB-2019-0055), the OEB made the following finding regarding Group
1 DVAs in the NTRZ:

“The OEB agrees that there should be no disposition of the Group 1 DVAs in this
proceeding for the NTRZ. The OEB expects Newmarket-Tay Power to ensure that all
Group 1 balances for the entire period from 2013 to 2019 for the NTRZ have been
thoroughly reviewed, and the results of that review are filed with the 2021 rate
application. Newmarket-Tay Power undertook an independent special purpose audit for
the Group 1 RSVAs for the NTRZ for the 2013 to 2017 period, before the OEB issued its
accounting guidance. The OEB will leave it to Newmarket-Tay Power’s discretion
whether the review to be filed with the 2021 rate application is completed in-house or by
an independent auditor. Whichever approach, the OEB expects sufficient detail to be
filed with the OEB to support balances proposed for disposition. This review shall

include an assessment of accounting and settlement practices for Accounts 1588 and

24
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1589, all necessary workforms for the sub-accounts of Account 1595, and detailed

explanations for any adjustments made”.

NT Power contacted the OEB’s Incentive Rate Setting and Regulatory Accounting group for

guidance with respect to the following items:

The extent of other audit reports that have been completed

What write-up is required by the auditor/LDC

What supporting schedules are required

Are there any template/examples from past OEB-ordered audits that can be followed

a > wnh e

What other documentation would be helpful to the OEB

On June 18, 2020 the Board Staff provided ‘The Guidance to Newmarket — Tay Power for the
Internal/ External Review/ Audit Ordered by the OEB’ to NT Power. The sections below are from

the “Staff Recommended Guidance to Newmarket — Tay Power” and the supporting schedules.

Assurance and Scope

NT Power engaged Baker Tilly an independent auditor to conduct a detailed review of Group 1
NTRZ balances for 2013 to 2019. Validation settlement calculations and data pulls were
completed for all months and years from 2013 to 2019 utilizing the lllustrative Commodity Model
as provided by the OEB in accordance with the Accounting Procedures Handbook Update
February 21, 2019. The review includes an assessment of accounting and settlement practices
for Account 1588, Account 1589 and all sub accounts of Account 1595. A review of RPP
calculations, embedded generation settlement claims, CT 148 between RPP and non RPP that
flow into Account 1588 and 1589 and the related controls were completed to ensure accuracy

and identify any adjustments.

Standard

Baker Tilly provided a DVA Review Report presented in Appendix 7 following the completion of
a comprehensive review of the Group 1 DVA’s for the balances being requested for disposition.
The DVA review was conducted in accordance with ‘The Guidance to Newmarket — Tay Power
for the Internal/ External Review/ Audit Ordered by the OEB’ letter provided on June 18, 2020
by Board Staff.
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This audit has been conducted in accordance with the standard Accounting Guidance issued in
February, 2019 for Accounts 1588 and 1589, Accounting Procedures Handbook and FAQs for
the other Group 1 Accounts. The updated guidance was issued following the Special Purpose
Audit formerly conducted that states,

“Utilities that did not receive approval for disposition of historical account balances due
to concerns noted should apply the accounting guidance to those balances and adjust
the balances as necessary, prior to requesting final disposition.” It is expected that this
will also apply to balances that have been previously cleared on an interim basis, given
the errors previously noted by the distributor and the potential for further errors that may
have not yet been discovered (OEB’s Chapter 2 (p.70) and Chapter 3 (p.14) Filing
Requirements).

Materiality
The adjustments identified for historical pre-2019 annual balances are within the threshold for
Accounts 1588 and 1589 as per below:
1 Account 1589 — 0.5% of annual Non-RPP GA costs (Account 4707 Charges — Global
Adjustment) from the year pertaining to the balance requested for disposition
9 Account 1588 — 0.5% of annual Cost of Power (Account 4705 Power Purchased) from

the year pertaining to the balance requested for disposition

The adjustments for Account 1595 are within the threshold of the 1595 Analysis Workform of +/-
10% unresolved differences.

Supporting Schedules Required
Table 1 and 2 identify the adjustments for Account 1588, Account 1589 and Account 1595 in the
NTRZ.
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Adjustments to Deferral and Variance Accounts

Table 1: Adjustments for Accounts 1588 and 1589 for NTRZ

Account 1588 Account 1589

2013

2014

2015

2016

2017

2018

2019

Principal
Interest
Total
Principal
Interest
Total
Principal
Interest
Total
Principal
Interest
Total
Principal
Interest
Total
Principal
Interest
Total
Principal
Interest
Total

Original
Balance

-$502,997
$ 5,956
-$497,041
-$502,997
$ 5,956
-$497,041
-$232,287
$ 5,956
-$226,331
-$ 1,002,809
$ 31,856
-$970,953
$3,330,363
$ 116,516
$3,446,879
$ 907,098
$ 119,058
$1,026,156

Revised
Balance

-$17,157
$-
-$17,157
-$460,287
$ 5,956
-$454,331
-$430,074
$ 5,956
-$424,118
-$96,810
$ 5,956
-$90,854
-$851,569
$ 31,856
-$819,714
$2,438,799
$ 116,516
$2,555,315
$1,557,646
$ 119,058
$1,676,704

Adjustments

-$17,157
$-
-$17,157
-$42,709
$-
-$42,709
-$72,923
$-
-$72,923
-$135,478
$-
-$135,478
-$151,239
$-
-$151,239
$891,564
$-
$891,564
-$650,548
$-
-$650,548
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Original
Balance

&

R R R < B T R O A - A - A A <

$-
$22,514
$22,514
-$ 159,995
$ 26,095
-$ 133,900
-$ 933,397
$ 8,469
-$ 924,927

$ 17,157
$-
$ 17,157
$42,709
$-
$42,709
$72,923
$-
$72,923
$ 135,478
$-
$ 135,478
$ 151,239
$22,514
$ 173,754
-$ 1,051,559
$ 26,095
-$ 1,025,464
-$311,789
$ 8,469
-$303,320

Adjustments

$17,157
$-
$17,157
$42,709
$-
$42,709
$72,923
$-
$72,923
$135,478
$-
$135,478
$151,239
$-
$151,239
-$891,564
$-
-$891,564
$621,608
$-
$621,608

Reference section 3.2.5.2 Global Adjustment for descriptions of the adjustments identified in the

table above.
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Table 2: Adjustments for Accounts 1595 for NTRZ

Account 1595

Year Original Balance Revised Balance Adjustments
Principal -$343,101 -$343,101 $-
2011 Interest -$24,067 -$24,067 $-
Total -$367,168 -$367,168 $-
Principal = $- $- $-
2012 Interest = $- $- $-
Total $- $- $-
Principal $ 173,120 $183,520 $10,400
2013 Interest $ 247,839 $247,839 $-
Total $ 420,959 $431,359 $10,400
Principal -$63,438 -$63,438 $-
2014 Interest $ 39,539 $39,539 $-
Total -$23,899 -$23,899 $-
Principal  -$1,893 -$1,893 $-
2015 Interest | $ 1,766 $1,766 $-
Total -$ 127 -$ 127 $-
Principal  $- $- $-
2016 Interest | $- $- $-
Total $- $- $-
Principal  $ 1,057 $1,057 $-
2017 Interest = $363 $ 363 $-
Total $ 1,420 $1,420 $-

In 2013, there was an adjustment of $10,400 for the Special Purpose Charge Account
incorrectly booked in the financial records which did not meet the threshold for disposition.
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3.2.5.1 Wholesale Market Participants

In accordance with the Chapter 3, a wholesale market participant (“WMP”) refers to any entity
that participates directly in any of the Independent Electricity System Operator (“IESO”)
administered markets. These participants settle commodity and market-related charges with the
IESO, including when they are embedded in a distributor’s distribution system. Consequently,
NT Power has not allocated any account balances in Account 1588 RSVA - Power, Account
1580 RSVA - Wholesale Market Services Charge and Account 1589 RSVA - Global Adjustment
to i's WMP customer in the NTRZ.

NT Power had two WMP customers in 2019 in the NTRZ General Service greater than 50 kW
class.

NT Power ensured that the rate rider is appropriately calculated for the following remaining
charges: Account 1584 RSVA — Retail Transmission Network Charge, Account 1586 RSVA —
Retail Transmission Connection Charge and Account 1595 — Disposition/Refund of Regulatory

Balances.
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3.2.5.2 Global Adjustment

Class B and A Customers

NT Power had nine active class A customers for the period of July 1, 2019 to July 1, 2020 and
eleven active class A customers for the period of July 1, 2020 to July 1, 2021 in the NTRZ.

GA Analysis Workform
NT Power has submitted the GA Analysis workform for 2013 to 2019 in PDF and live Excel

format.

In the Decision and Rate Order (EB-2019-0055, page 11) the OEB requested NT Power to,
“ensure that all Group 1 balances for the entire period from 2013 to 2019 for the NTRZ
have been thoroughly reviewed, and the results of that review are filed with the 2021
rate application. Newmarket-Tay Power undertook an independent special purpose audit
for the Group 1 RSVAs for the NTRZ for the 2013 to 2017 period, before the OEB issued

its accounting guidance”.

NT Power has completed a review conducted by an external auditor for the Group 1 balances
for the entire period of 2013 to 2019. The external auditor’s review has been provided in

Appendix 7.

NT Power confirms the historical balances as part of this application have been considered and
the review has been performed for Account 1588 and Account 1589 balances by independent
auditors in accordance with the OEB’s letter “Accounting Guidance related to Accounts 1588
RSVA Power, and 1589 RSVA Global Adjustment” dated February 21, 2019.

NT Power has identified errors in the RRR data in Note 2 of the 2021 GA Analysis Workform
v1.9 for the combined entity. NT Power maintains two rate zones, NTRZ and MRZ and has
submitted a revision request to update the OEB UX Pivotal system for the 2019 Annual RRR
filing. The error was caused by two customers usage in NTRZ being allocated for the entire year
to Class A when they opted in July 2019. The loss factor was incorrectly applied to usage
impacting the MRZ for Class A. The table below provides a reconciliation by rate zone to the GA

Analysis Work Form and the revisions by rate zone required.
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Table 1: GA Analysis Rate Zone Reconciliation Table
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GA
Analysis
NT Power V1.9
=NTRZ + Populated Revised
GA Analysis MRZ VEWES] Variance MRZ
Please report the
aggregate
consumption and
demand for Class A
customers 2018 2018 2018 2018 2018 2018
Total Metered
excluding WMP
C=A+B 655,906,325 | 185,865,826 | 841,772,151 | 841,772,150 0 | 185,865,826
RPP
A 375,134,315 | 78,542,965 | 453,677,279 | 453,677,279 0| 78,542,965
Non RPP
B=D+E 280,772,010 | 107,322,861 | 388,094,872 | 388,094,871 0| 107,322,861
Non-RPP Class A
D 65,401,139 | 49,773,175 | 115,174,314 | 115,174,314 6| 46,595,371
Non-RPP Class B*
E 215,370,871 | 57,549,686 | 272,920,558 | 272,920,557 -0 | 60,727,491

GA
Analysis Revised

NT Power V1.9 NT Power
GA =NTRZ + Populated Revised Revised =NTRZ +
Analysis MRZ Values Variance NTRZ MRZ MRZ

2019 2019 2019 2019 2019 2019 2019 2019

Total
Metered
excluding
WMP
C=A+B | 635,165,905 | 179,151,151 | 814,317,056 | 814,317,057 1 | 635,165,905 | 180,398,795 | 815,564,700
RPP
A 362,734,995 77,374,775 | 440,109,771 | 440,109,771 0 | 362,734,995 77,374,775 | 440,109,771
Non RPP
B=D+E | 272,430,910 | 101,776,376 | 374,207,285 | 374,207,286 1| 272,430,910 | 103,024,019 | 375,454,929
Non-RPP
Class A
D 71,687,848 53,136,935 | 124,824,783 | 124,824,783 0 66,136,112 49,744,369 | 115,880,481
Non-RPP
Class B*
E 200,743,062 48,639,441 | 249,382,502 | 249,382,503 1 | 206,294,797 53,279,651 | 259,574,448

NT Power has completed the Global Adjustment Analysis Workform (“GA Workform”) in live

Excel format for each year not previously approved by the OEB for final disposition.
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Table 2: GA Analysis Summary by Year

$ Included within 2019
Principal Adjustment of
Continuity Schedule

Unresolved RSVA - RSVA -

Unresolved Difference as % of Reconciling Item Global Cost of

Difference Expected GA 9 Adjustment Power

Payments to IESO 1589 1588

2013 -$167,231 -0.90% $17,157 $17,157 -$17,157
2014 $3,316 0.02% $42,709 $42,709 -$42,709
2015 $123,483 0.52% $72,923 $72,923 -$72,923
2016 = $211,973 0.73% $135,478 $135,478 -$135,478
2017 $170,018 0.67% $151,239 $151,239 -$151,239
2018  $200,331 0.98% -$891,564 -$891,564 $891,564
2019  $266,742 1.14% $621,608 $621,608 -$650,548

2019 Principal Adjustment for Accounts $149,550 -$178,490

A review of the pre-2019 historical balances from the years 2013 to 2019 was conducted and
the Table 2. above provides a summary of each vintage with results within the +/- 1%

unresolved difference.

The reconciling items for the years 2013 to 2017 was a calculation issue identified where the
embedded generation kWh was incorrectly allocated to the regulated price plan kWh impacting
the global adjustment split annually. In 2017 and 2018, there was a reconciling item of global
adjustment pertaining to Class A customers of $25,055 and $5,648 respectively. In 2018, there
is a ($897,212) reallocation for global adjustment related to regulated price plan customers. In
2019, the reallocation of global adjustment related to non-regulated price plan consumption from
other months due to billing processing resulted in $650,548 reconciling item. In 2019, a
settlement error was identified within the submission of Class A consumption that will be

requested from the IESO resulting in a decrease in the disposition amount.

In 2019, the unresolved differences as a percentage of expected global adjustment payments to
the IESO is 1.14%. NT Power adjusted the billing period for some cycles of customers from 30
to 45 days to achieve the objective of customers being billed on the calendar month. The
purpose of this adjustment to the billing period was to align the processes between the NTRZ
and MRZ and improve the settlement processes for NTRZ. This adjustment to the billing cycle

was a one time adjustment impacting only some customers with the majority in the residential
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rate class for the usage months of August to October, 2019 for the billing months of October
and November, 2019.

The IRM Rate Generator model on the Continuity Schedule for the Account 1588 and 1589
balance in the 2019 Principal Adjustments reflects the reconciling items in the table above
(Continuity Schedule, Sheet 3., cell BF28 and BF29).

Global Analysis Workform Instructions - Appendix A GA Methodology Description

OEB Staff provided Instructions for Completing GA Analysis Workform dated May 20, 2020 that
states if a distributor has yet to fully implement the OEB’s February 21, 2019 accounting
guidance effective from January 1, 2019, the distributor must complete and submit this

Appendix A along with the GA Analysis Workform.

According to the Accounting Procedures Handbook, amounts are not booked directly to
accounts 1588 and 1589, instead they are booked to the cost of power Account 4705 - Power
Purchased, and Account 4707 Charges — Global Adjustment, respectively. However, accounts
1588 and 1589 are impacted the same way as account 4705 and 4707 are for cost of power
transactions. Therefore, the questions in this appendix refer to amounts being booked into

accounts 1588 and 1589 for simplicity’s sake.

3.2.5.3 Commodity Accounts 1588 and 1589

In accordance with OEB issued letter dated February 21, 2019 NT Power has fully implemented
the OEB’s February 21, 2019 guidance effective from January 1, 2019.

NT Power confirms the historical balances that have yet to be disposed on a final basis have
been considered in the context of the Feb. 21, 2019 accounting guidance. The summary of the
review performed is itemized in section 3.2.5 Review and Disposition of Group 1 Deferral and

Variance Account Balances.
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Certification of Evidence

As President and CEO of Newmarket-Tay Power Distribution Ltd. and in my capacity as an
officer of that corporation and without personal liability, | hereby certify to the best of my
knowledge and as at the date of this certification that NT Power has robust processes and
internal controls in place for the preparation, review, verification and oversight of the account
balances being disposed. The filing is consistent with the requirements from Chapter 1 of the
Filing Requirements.

Original Signed By

Ysni Semsedini, President/ CEO

Newmarket — Tay Power Distribution Ltd.
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3.2.5.4 Capacity Based Recovery (CBR)

NT Power applied the Board’s Accounting Guidance on CBR, issued July 25, 2016.WMS are
billed by the IESO for CBR.

The 2021 Rate Generator Model on sheet ‘6.2 CBR B’ has a total CBR Class B allocated to
current Class B customers that did not generate a rate rider or allocation of the total CBR Class

B Balance.

3.2.6 LRAM Variance Account (LRAMVA)

For CDM programs delivered within the 2011 to 2014 term and going forward within the 2015 to
2021 term, the Board established Account 1568 - LRAMVA to capture the variance between the

Board-approved CDM forecast and the actual results at the customer rate class level.
Account 1568 - LRAMVA variance captures the difference between:

a) The results of actual, verified impacts of authorized CDM activities undertaken by NT
Power in the NTRZ; and

b) The Board-approved LRAMVA threshold, not applicable for NTRZ.

In accordance with the Board’s Guidelines for Electricity Distributor CDM, at a minimum,
distributors must apply for disposition of the balance in the LRAMVA at the time of their Cost of
Service rate applications. Distributors may apply for the disposition of the balance in the
LRAMVA in IRM applications, if the balance is deemed significant by the applicant. Disposition
requests for LRAMVA must be made together with carrying charges.

3.2.6.1 Disposition of LRAMVA
Statement ldentifying Years of Lost Revenues and Prior Years Savings

NT Power deems the balance of the NTRZ LRAMVA account significant and is seeking
disposition for the 2019 balance of $410,083 ($400,550 principal and $9,532 interest) over the
period of one year as it exceeds the threshold.
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Statement Confirming LRAMVA was based on savings from the Participation and Cost reports

and detailed project level savings files

The LRAMVA historically has been based on the Final Verified Annual Results published by the
IESO. Following the Ministry of Energy, Northern Development and Mines’ decision on March
20, 2019 to conclude the Conservation First Framework (CFF) led to the IESO not issuing the
annual verified report format that was used historically. Results from the IESO’s 2017 program
evaluation have been applied to April 15, 2019 gross unverified savings values based on the
Participation and Cost Report, including net-to-gross factors and gross realization rates. NT
Power used the Detailed Project Level Savings file as provided by the IESO for the Net Demand
Savings by program applying the outlined IESO saving calculation methodology and applicable
reference table metrics. The Detailed Project Level Saving file contains customer information.
Should this file be required, NT Power will submit with confidentiality at the Board’s request.
This file was generated by program activity savings as reported by NT Power for the NTRZ

through the monthly LDC Report submission.
NT Power has submitted the 2021 Generic LRAMVA Workform supporting the LRAMVA claim:

* Participation and Cost Report for NT Power's MRZ of April, 2019

NT Power used the most recent input assumptions available at the time of the program

evaluation when calculating the lost revenue.

NT Power has not deviated from the Board’s LRAMVA model concept and provided any

adjustments to the model made in the “1-a. Summary of Changes’ tab.

Summary of LRAMVA balance requested for disposition
The following table presents the NTRZ LRAMVA balances identified for disposition:
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LRAMVA Claim

Carrying Total

Customer Class sz;)'pal Charges LRAMVA
) (%)
Residential $18,354 $437 $18,791
GS<50 kW $145,446 $3,461 $148,907
GS>50 kW - Thermal Demand Meter $215,831 $5,136 $220,967
GS>50 kW - Interval Meter $20,919 $498 $21,417
Total $400,550 $9,532 $410,083

Statement: NT Power requests a one-year disposition of the LRAMVA as the resulting rate rider
is not significant and avoids the need for two concurrent rate riders in 2022.

Details for the forecast CDM savings included LRAMVA calculation
NT Power has followed 2021 Generic LRAMVA Workform and the Board Report, Updated
Policy for the Lost Revenue Adjustment Mechanism Calculation: Lost Revenues and Peak

Demand Savings from Conservation and Demand Management Programs (EB-2016-0182).

In accordance with the Guidelines for Electricity Distributors (CDM — EE-20120003), NT Power
has used the Board’s approved volumetric rates for the NTRZ. Carrying charges were applied
on a monthly basis and are being requested to be recovered from the NTRZ customers. NT
Power’s LRAMVA threshold is zero for the NTRZ as demonstrated by the LRAMVA model.
There was no LRAMVA threshold established in NT Power - NTRZ'’s last Cost of Service
application (EB-2009-0269). The recovery of the LRAMVA principal amount of one year is to

reduce the impact on customers bills in future years.

With respect to the entries in the LRAMVA, the CDM Guidelines specify that distributors must
calculate the full year impact of CDM programs and compare that to the LRAMVA threshold
amounts by rate class. The difference is multiplied by the distributor’'s Board approved variable

distribution charge and customer rate class with which the volumetric variance occurred.

Statement: NT Power is requesting a LRMAVA claim of $410,083 for the NTRZ that includes the

verified actual CDM savings and carrying charges.
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Rationale confirming how the rate class allocations for actual CDM savings were determined
For CDM programs that are designed and designated for specific customer segments or rate
classes, LRAMVA allocations for CDM savings are allocated directly to those specific rate
classes. For example, the saveONenergy ‘Coupon’ and ‘Heating and Cooling’ Programs are
designated as residential programs, while the saveONenergy ‘Small Business Lighting’ program

limits eligibility to those customers with a demand of less than 100 kW.

CDM ‘Coupon’ and ‘Heating and Cooling’ program savings will be allocated 100% to the
residential rate class. For programs with more limited customer participation, such as the
Process & Systems Upgrades Program, the CDM savings for LRAMVA allocations are directly
to the specific rate classes, in this case GS>50. For other programs, such as Retrofit that could
have participants from multiple rate classes, NT Power analyzed the actual customer
participation to calculate percent allocations. The ‘Retrofit’ program savings were allocated to
the general service less than 50 kW (GS<50kW) and the general service greater than 50 kW —
demand meter and interval meter (GS>50kW) rate classes, based on the prior year's customer

participant mix for the year in question.

A summary of the annual rate class allocations is within sheet ‘3-a.’ of the LRAMVA work form
for the NTRZ. NT Power populated the sheet ‘5. 2015-2021’ with persistence and 2019 current
net energy savings. The relevant Board approved distribution rates were compiled within sheet

‘3. Distribution Rates’ and used within the model calculations.

Participation and Cost Reports and Detailed Project Level savings files

The Participation and Cost Report for the period of April, 2019 has been submitted. NT Power
utilized the final Participation & Cost Report from the IESO for the period ending April 15, 2019
year to date kWh value then divided this by four and multiplied by twelve to get the approximate

total year savings.
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CDM Savings

The CDM savings are presented in the following table:

Final Verified CDM Savings

GS>50 kw - GS>50 KW -
_ . . Thermal
Description Residential Interval
Demand
Meter
Meter
2019 Actuals $18,354 $145,446 $215,831 $20,919
Carrying Charges $437 $3,461 $5,136 $498
Total LRAMVA Balance $18,791 | $148,907 $220,967 $21,417

Additional Documentation or Data Statement
Statement: No additional documentation or data was provided in support of projects that was

not included in the Participation and Cost Report and the Project listing from the IESO.

Proposed LRAMVA Rate Riders
The proposed LRAMVA rate rider recovery period is one year. The proposed LRAMVA rate
riders are presented below:

Proposed LRAMVA Rate Riders — Recover Period 1 Year

Customer Classes Unit LRAMVA Rate Riders

Residential $/kWh $0.0001
GS <50 kw $/kWh $0.0017
GS >50 kW $/KW $0.3288
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3.2.7 Tax Changes

OEB policy, as described in the OEB’s 2008 report entitled Supplemental Report of the Board
on 3rd Generation Incentive Regulation for Ontario’s Electricity Distributors (the Supplemental
Report), prescribes a 50/50 sharing of impacts of legislated tax changes from distributors’ tax
rates embedded in its OEB approved base rate known at the time of application. These

amounts will be refunded to or recovered from customers over a 12-month period.

NT Power - NTRZ has completed the tax sharing calculations in sheet ‘9. Shared Tax’ of the
2021 IRM Rate Generator model, in accordance with Chapter 3, applying the determined 50/50
sharing of the impact on NT Power - NTRZ’s tax rates approved by the Board. The 2021 IRM
Rate Generator model generated a rate rider for each rate class for a total allocation of tax
savings of ($41,095).

On June 21, 2019, Bill C-97, the Budget Implementation Act, 2019, No. 1, was given Royal
Assent that included various changes to the federal income tax regime. A change included was
the Accelerated Investment Incentive program, which provides for a first-year increase in Capital

Cost Allowance (CCA) deductions on eligible capital assets acquired after November 20, 2018.

As per the OEB’s July 25, 2019 letter, NT Power has recorded the impacts of CCA rule changes
in Account 1592 - PILs and Tax Variances — CCA Changes for the period November 21, 2018

until the effective date of the NT Power’s next cost-based rate order.

3.2.8 Z- Factor Claims

Z factor criteria is defined as an event that occurred outside of what the NT Power’s current rates
are derived from and outside of management’s control. The amounts incurred must be larger than
the Board defined materiality threshold and have a significant influence on the operations of the

Applicant. NT Power is not seeking any recoveries of expenses under a Z factor.
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3.3 Elements Specific only to the Price Cap IR Plan

(with Annual IR Inclusion clause)

3.3.1 Advanced Capital Module (ACM)

NT Power is not requesting an ACM.

3.3.2 Incremental Capital Module

1. INTRODUCTION

On July 14, 2017, Newmarket-Tay Power Distribution Ltd. (“NT Power”) and Midland Power
Utility Corporation (“Midland Power”) filed an application for NT Power to purchase all of the
shares of Midland Power and to amalgamate with Midland Power following the share purchase
(“MAADs Application”)!. The Ontario Energy Board (the “Board” or “OEB”) in its Decision and
Order, approved the MAADs Application including a ten-year deferral period for the rebasing of

Midland Power’s rates and the rates of the consolidated entity.?

Pursuant to the Report of the Board on Rate-Making Associated with Distributor Consolidation®
(“Consolidation Report”), distributors who are party to a MAADSs transaction, and are operating
under an Annual IR plan have the option to use the Incremental Capital Module (“ICM”) during

the deferred rebasing period.
Handbook to Electricity Distributor and Transmitter Consolidations* provides that:

“The ICM is now available for any prudent discrete capital project that fits within
an incremental capital budget envelope, not just expenditures that were
unanticipated or unplanned. To encourage consolidation, the 2015 Report
extended the availability of the ICM for consolidating distributors that are on

Annual IR Index, thereby providing consolidating distributors with the ability to

1 EB-2017-0269 — Newmarket-Tay Power Distribution Inc. and Midland Power Utility Corporation, MAADs
Application, July 14, 2017.

2 EB-2017-0269, Decision and Order, August 23, 2018, pg. 21.

3 EB-2014-0138 — Report of the Board on Rate-Making Associated with Distributor Consolidation, March
26, 2015, pg. 12.

4 Ontario Energy Board, Handbook to Electricity Distributor and Transmitter Consolidations dated January
19, 2016 at page 17.
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finance capital investments during the deferral period without being required to

rebase earlier than planned.”
In addition, in the Consolidation Report®, it provides that:

“The question that needs to be addressed, in the OEB’s view, is the situation
where one or more distributors that are part of a MAADSs transaction are
operating under Custom IR or Annual IR and the impact of the ICM policy for

the combined entity.

As discussed in the next section, distributors who are part of a MAADs
transaction and have their Custom IR plan expire during the deferred rebasing
period, would transition to the Price Cap IR. Once the distributor has made this
transition, it will have the option to utilize the ICM consistent with the OEB’s
existing approach to incentive regulation. Distributors who are in the midst of
their Custom IR plan at the time of the MAADSs transaction and consolidate with
an entity operating under a Price Cap IR or an Annual IR may only apply for an

ICM that relates to investments incremental to its Custom IR plan.

The OEB believes that its proposal to allow a combined entity who is operating
under an Annual IR plan to make use of the ICM is reasonable, effective and will
address distributor’s concerns over capital investment during a deferred rebasing

period which may encourage consolidation efforts.”

Therefore, NT Power, who is operating under Annual IR, is eligible to seek for ICM relief at this

time during its deferred rebasing period.

NT Power hereby applies to the OEB pursuant to section 78 of the Ontario Energy Board Act,
1998, as amended (the “OEB Act”) for approval of proposed incremental revenue requirement
recovery, as it relates to certain true-up capital contributions to Hydro One Networks Inc. related
to the Holland TS, through rate riders effective May 1, 2021.

NT Power has followed the instructions provided in the Appendix of the Report of the Board on

3rd Generation I ncentive deDstibutors datechJuly 18,r2000nt ari o’ s
and Appendix B of the Supplemental Report of the Board on 3" Generation Incentive

Regul ation for Ont ar i(BB-20079678) dated $Septéntbgr 17D20@8tandi but or s

5 Consolidation Report, pg. 9 and 10.
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Addendum to the Supplemental Report of the Board on 3" Generation Incentive Regulation for
Ont ari o’ s EI e c (BBi2007-G6%3) dBtedsJanuary 28) 2009r(cellectively, the “3GIR
Report”), the Report of the Board — New Policy Options for the Funding of Capital Investments:
The Advanced Capital Module (EB-2014-0219) dated September 18, 2014(the “ACM Report”)
and the Report of the Board — New Policy Options for the Funding of Capital Investments:
Supplemental Report (EB-2014-0219) dated January 22, 2016 (the “ACM Supplemental
Report”)® in relation to the incremental capital recovery request, in addition to Chapter 3 of the
Filing Requirements for Electricity Distribution Rate Applications-2020 Edition for 2021 Rate
Applications issued May 14, 2020 (the “Filing Requirements”).

2. DESCRIPTION OF INCREMENTAL CAPITAL EXPENDITURE

On November 22, 2005, the OEB ordered that the utilities serving York Region, Newmarket
Hydro (the predecessor to NT Power), Aurora Hydro Connections Limited, Power Stream Inc.
and Hydro One Networks Inc. (Distribution) (collectively, the “York Region Utilities”) and Hydro
One Networks Inc. (Transmission) (“Hydro One”) to implement the Holland Junction

Transformer Station.’

Hydro One was to design and construct a 230/44kV, 75/100/125 MVA TS in the vicinity of
Holland Junction (“Holland TS”) to supply NT Power and Hydro One’s distribution business.
Holland TS was required to relieve the overloading at Armitage TS, which served York Region

Utilities, including NT Power and Hydro One’s distribution business.

The Transmission System Code? (“TSC”) provides that “where a load customer elects to be
served by transmitter-owned connection facilities, a transmitter shall require a capital
contribution from the load customer to cover the cost of a connection facility required to meet

the load customer’s needs.”

6 EB-2014-0219 Report of the Board New Policy Options for the Funding of Capital Investments: The
Advanced Capital Module dated September 18, 2014 and New Policy Options for the Funding of Capital
Investments: Supplemental Report dated January 22, 2016 [ACM Report].

7 EB-2005-0315 Decision and Order dated November 22, 2005 [2005 Decision & Order], pg. 13.

8 Ontario Energy Board Transmission System Code, Last Revised December 18, 2018 (Originally Issued
on July 14, 2000).

9 Section 6.3.1 Ontario Energy Board Transmission System Code, Last Revised December 18, 2018
(Originally Issued on July 14, 2000) pg. 45.
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Accordingly, NT Power and Hydro One entered into a Connection and Cost Recovery
Agreement on February 8, 2008 (“CCRA")“(attached as Appendix A) which set out the terms
and conditions for load customer transmission customer connection projects, the scope and

details of the work, project costs and any capital contribution required.

As per the TSC and CCRA, NT Power was required to provide Hydro One with an initial capital
contribution based on the difference between the total capital cost of constructing the
Transformation Station (“TS”) and a projection of revenue earned on the conveyance of
electricity through the TS. However, as set out in Schedule “B” of the CCRA (as revised)
(attached as Appendix B), no capital contribution was required from NT Power due to sufficient

revenues from NT Power's initial forecasted loading onto Holland TS.

The terms and conditions for low risk transmission customer connection projects in the CCRA
provide that Hydro One shall perform a true-up on the fifth, tenth and if applicable, fifteenth year
anniversaries of the in-service date to settle for demand forecast excesses or shortfalls. Based
on a review of the CCRA by Hydro One for the Holland TS on the fifth anniversary, Hydro One
determined a shortfall of revenue. In 2015, the five-year true-up CCRA shortfall payment in
accordance of the CCRA for the Holland TS was calculated to be $8,180,100 (before HST)
(“First True-Up”).The First True-Up revenue shortfall was largely due to economic downturn that

occurred in 2008 which resulted in actual load being lower than forecasted load.

Attached as Appendix C is the Summary of Contribution Calculations — Transformation Pool 1
True-up issued by Hydro One. Hydro One issued an invoice to NT Power on November 15,
2015 in the amount of $9,243,400 (i.e. $8,180,000 + $1,063,400 HST) and NT Power remitted
payment on December 8, 2015.Attached as Appendix D is a copy of Hydro One’s invoice dated

November 15, 2015 and NT Power’s Account Statement showing the payment made.

The Holland TS went into service in May 2009 to increase transformation capacity for the
Northern York Region. It has now been over ten years since the Holland TS has been used and
useful and serving the ratepayers of that area. Ratepayers have been benefiting from the

Holland TS without having to pay anything associated with the First True-Up since 2015.

Table 1 below shows the revenue NT Power has voluntarily foregone associated with the First
True-Up from 2015 to 2020.

10 Connection and Cost Recovery Agreement between Newmarket-Tay Power Distribution Ltd. and
Hydro One Networks Inc. for Holland Transformer Station dated February 8, 2008 [CCRA|].
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Foregone Revenue for 2015 Contribution by y

Application Table 1

Total

2015
2015 659,973
2016 659,973
2017 659,973
2018 659,973
2019 659,973
2020 659,973

3,959,839

EB-2020-0041

2021 IRM Rate Application NT Power
Newmarket Tay Rate Zone

Table 1: Foregone Revenue and Incremental Revenue Requirement

As a result of this, NT Power has consistently earned less than the Board’s deemed rate of

return of 9.66%.As shown in Table 2 below, the 5-year average achieved rate of return for NT
Power between 2015 to 2019 is 7.41%, which is 2.25% less than the Board’s deemed rate of

return.

Table 2 below shows NT Power’s Historical Regulated (Deemed) Return from 2015 to the most

recently reported.

Table 2: Historical Regulated Return

Year Deemed Rate of | Achieved Rate Variance Rate Zone
Return of Return

2015 9.66% 8.51% (1.15)% NTRZ

2016 9.66% 8.01% (1.65)% NTRZ

2017 9.66% 2.41% (7.25)% NTRZ

2018 9.66% 11.19% 1.53% NT Power (NTRZ +
MRZ)

2019 9.66% 6.94% (2.72)% NT Power (NTRZ +
MRZ)

5 Year Average 9.66% 7.41% (2.25%)

The 5 Year Average achieved Rate of Return is 7.41% which is 225 basis points below the

Board Deemed Rate of Return.

In addition to the First True-Up, upon the tenth year anniversary of the in-service date of Holland

TS, in accordance with the CCRA terms and conditions, Hydro One would require a “Second
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True-Up” to settle for demand forecast excesses or shortfalls. Given that actual loads continued
to be lower than forecasted load, NT Power has to settle a revenue shortfall. For budgeting
purposes and to prepare for a potential payment of capital contribution to Hydro One, NT Power
contacted Hydro One and received an estimate of about $6,100,000 as the Second True-Up.
Based on discussions with Hydro One, NT Power expects that the Second True-Up will be
made in early 2021.

(First True-Up and Second-True Up are collectively referred to as the “Capital Contribution”)

As shown in Table 3 below, the First True-Up is approximately 174.8% of NT Power’s normal
capital expenditures for 2015 and the Second True-Up approximately 95.4% of NT Power’s
normal capital expenditures for 2021.Approximately 45.8% of NT Power’s total normal capital

expenditures from 2015 to 2021 is on true-ups, which are not in rate base.

Table 3: True-Up as a Percentage of Capital Expenditures

Year Capital True-Ups to Hydro True-Up as a
Expenditures One Percentage of Capital
(excluding true- Expenditures
ups)

2015 $4,679,628 $8,180,000 174.8%

2016 $3,511,539

2017 $4,775,384

2018 $2,126,294

2019 $3,385,518

2020 $6,280,006

2021 $6,396,855 $6,100,000 95.4%

Total $31,155,224 $14,280,000 45.8%

At the time of the First True-Up, NT Power was under the Annual IR Rate-setting method.
According to the Chapter 3 Filing Requirements for 2015 Rate Applications!!, ICM was not

available to distributors on Annual IR Index. In fact, it is still currently unavailable to distributors

11 Ontario Energy Board Filing Requirements for Electricity Distribution Rate Applications — 2014 Edition
for 2015 Rate Applications — Chapter 3 Incentive Regulation dated July 25, 2014 at page 2.
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on Annual IR*2.As such, NT Power was unable to bring an ICM for the First True-up at the time

it occurred because it was not an available option.

However, pursuant to the Board’s policy changes in its 2015 Consolidation Report, distributors
who are party to a MAADSs transaction, and are operating under an Annual IR plan have the
option to use the ICM during the deferred rebasing period.:*NT Power and Midland Power
became party to a MAADSs transaction in 2018 and are therefore eligible for ICM during the

deferred rebasing period.

As detailed in this application, NT Power is seeking ICM funding of $6,001,560 for the First
True-Up and $6,100,000 for the Second True-Up.

NT Power provides the eligibility criteria for its incremental capital expenditure funding request

below.

3. ELIGIBILITY FOR INCREMENTAL CAPITAL

In order to be eligible for incremental capital, an ICM claim must be incremental to a distributor’s
capital requirements within the context of its financial capacities underpinned by existing rates,
and satisfy the eligibility criteria of materiality, need and prudence set out in section 4.1.5 of the

ACM Report. These criteria are discussed in detail below.

A. MATERIALITY

There are two materiality tests related to ICM applications as set out in the ACM Report.

(1) Materiality Threshold
The first test is the ICM materiality threshold, which is determined by the Board by the following
formula in Figure 1:

12 Ontario Energy Board Filing Requirements for Electricity Distribution Rate Applications — 2020 Edition
for 2021 Rate Applications — Chapter 3 Incentive Rate-Setting Applications, May 14, 2020 at page 2.
13 Consolidation Report at page 12.
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Figure 1: ICM Materiality Threshold Formula

RB =
Threshold Value (%) = (1 + [(T) x (g+PCIx(1 +g))]) x (1 +g) % (1 +PeD)" " + X%

where n is the number of years since the cost of service rebasing. Many of the
parameters remain unchanged from the original formula except for the following:

« the growth factor g is annualized

« the dead band X has been reduced to 10%

« the stretch factor used in the PCI will be the factor assigned to the middie cohort
(currently 0.3%) for all distributors

This calculated threshold shows the level of capital expenditures that a distributor should be
able to manage within current rates. The Board requires the distributor to demonstrate that the
materiality threshold test has been met and that the amounts will have a significant influence on

the operation of the distributor.

a) First True-Up
In 2015, the year of the First True-Up, NT Power has calculated a materiality threshold of
$6,017,115 using the Board’s Capital Module Applicable for ACM and ICM — Version 5.01
issued on May 14, 2020. This threshold calculation can be found on Tab 8, Threshold Test, in
the OEB’s Capital Module for ACM and ICM (“ICM Model”) for the First True-Up included as
Appendix E.

Using the Board’s ICM Model, NT Power has calculated the Maximum Eligible Incremental
Capital amount of $6,842,513 by deducting the applicable materiality threshold from the total of
the 2015 capital expenditures. Table 4 below provides a summary of the maximum Eligible

Incremental Capital calculation for 2015.

Table 4: Eligible Incremental Capital Calculation for 2015

Distribution System $12,859,628
Plan CAPEX
Materiality Threshold - $6,017,115
Maximum Eligible $6,842,513
Incremental Capital
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(Forecasted Capex less
Threshold)

To calculate the ICM Eligible Capital, the Maximum Eligible Incremental Capital amount of
$6,842,513 has been amortized from 2015 to 2020, resulting in the amount $6,001,560.
Calculation is provided in Table 5A below. The amortization numbers used in Table 5A are
based on the proportion of amortization used on the amortization for the total asset cost of
$8,180,000 as shown in Table 5B.

As the Maximum Eligible Incremental Capital amount is $6,842,513, the proposal to recover

$6,001,560 in ICM funding for the First True-Up is within the Board’s acceptable range.

Table 5A: ICM Eligible Capital for First True-Up (to December 31, 2020)

Hydro One 2015 Contribution Total
2015 Max Eligible Incremental Cap 6,842,513

Amortization 2015 - 76,450
é 2016 - 152,901
é 2017 - 152,901
é 2018 - 152,901
é 2019 - 152,901
d 2020 - 152,901
Total Amortization - 840,953
ICM Eligible Capital 6,001,560

As mentioned above, the First True-Up was calculated by Hydro One to be $8,180,000. The net
book value of the First True-Up at December 31, 2020 is $7,174,668. The calculations are

shown in Table 5B below.

Table 5B below shows the maximum eligible incremental capital for the First True-Up amortized
to December 31, 2020.
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Table 5B: Net Book Value of First True-Up (December 31, 2020)

2015 H1 Contribution Trans & Circuit Switchgear Total

Asset cost d 2015 7,816,444 363,556 8,180,000

Amortization ” 2015 - 86,849 - 4544 - 91,394
d 2016 - 173,699 - 9,089 - 182,788
d 2017 - 173,699 - 9,089 - 182,788
d 2018 - 173,699 - 9,089 - 182,788
d 2019 - 173,699 - 9,089 - 182,788
d 2020 - 173,699 - 9,089 - 182,788

Total Amortization - 955,343 - 49,989 - 1,005,332

NBV projection to Dec 31/20 6,861,101 313,567 7,174,668

The second test is a project-specific materiality test. Pursuant to the ACM Report, the project-

specific materiality test is as follows:

“Minor expenditures in comparison to the overall capital budget should be considered
ineligible for ACM or ICM treatment. A certain degree of project expenditure over and
above the Board-defined threshold calculation is expected to be absorbed within the
total capital budget.” *

Although there is no mathematical materiality calculation for this second test, it is clear that the
First True-Up of $8,180,000 ($6,001,560 after amortization) is significant against NT Power’s
2015 total capital expenditures of $12,859,628 and would not be considered a minor
expenditure in comparison to the overall capital budget of NT Power in 2015.Therefore, it meets

the threshold for the project-specific materiality test.

As the merger of NT Power and Midland Power had not occurred in 2015, the capital budget
used for the purposes of the project-specific materiality test is for NT Power Rate Zone only and
not the consolidated entity. A breakdown of the 2015 capital expenditures is provided in Table 6

below.

14 ACM Report, p. 17
15 EB-2017-0024 — Alectra Utilities Corporation, Decision and Order, April 5, 2018, page 25.
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Table 6: Breakdown of 2015 Capital Expenditures

ICM - NTRZ 2015 Net Capital Expendi

|Dvlrhln:| Distribution Projects 5 808,563

Srigley 5t rebuild Prospect to Muriel (Town of New.malhnt required rpad $ 98 142
improvement project) '
VIVA - York Region Davis Dr. & Yonge roadway improvement| $ 98,216
Walter & Sheldon OH Poleline rebuild | § 149 658
Pole replacements| § 186,570
Misc. OH Distribution Upgrades/Repairs/installations | $ 275917
|Underground Distribution Projects 5 247 587
Miscellaneous UG Distribution Upgrades/Repairs/installations | $ 179,906
SwﬂchEar replacement, Fault Indicator program, & various UG projects| § 67,681
|Distribution Transformers & Pad Switchgears 1 706,972
Transformers replacement for EOL| 3 662,643
miscellaneous transformer replacements| § 44 329
|Distribution Substations 5 1,667,247
Simmaons M3 rad replacement (EOL)| § 135914
Miscellaneous Sub-station Upgrades/Repairs/Installations; station batiery $ 63333

charger & ballery replacements|
Davis Dr sub-station lands| $ 1,668,000

Distribution Meters L] 124,300

replacement meler seal expiry, smart meter, meter test equipment, wholesale $ 124 300
meter raplacumanll '

|Customer Additions ] 663,461
Residential Additions, subdivision developmenis - single family & townhomas)| § 630,030
Commercial, Industrial new service additions, upgrades| $ 33431

[Fleat Vehicles 5 33,880
Unit 150 Pickup 4x4 § 33,880

Tools & Equipment 5 12,328
Major Tools| § 12,328

|Office and Leasehold Improvements 5 132,368
replace generator, front doors, windows, office equipment| $ 65,657
replace front doors, windows, office equipment| § 66,711

|Computer Equipment $ 82912
CYME engineering software| $ 5181
SCADA, AUD, | § 10,219
Annual miscellaneous Computers and software | $ 20,822

[Holland TS capital contribution to Hydro One 2nd True-up 5 8,180,000

TOTAL 2015 NET CAPEX § 12,859,628
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b) Second True-Up
For the Second True-Up, NT Power has calculated a materiality threshold of $6,141,611 using
the Board’s Capital Module Applicable for ACM and ICM. This threshold calculation can be
found on Tab 8, Threshold Test, in the ICM Model for the Second True-Up at Appendix F.

Using the Board’s ICM Model, NT Power has calculated the Maximum Eligible Incremental
Capital amount of $6,355,244 for the Second True-Up by deducting the applicable materiality
threshold from the total of the 2021 capital expenditures.

Table 7 below provides a summary of the maximum Eligible Incremental Capital calculation for
2021.

Table 7: Eligible Incremental Capital Calculation for 2021

Distribution System $12,496,855
Plan CAPEX

Materiality Threshold - $6,141,611

Maximum Eligible $6,355,244

Incremental Capital
(Forecasted Capex less
Threshold)

For the Second True-Up’s project-specific materiality test, as mentioned above, there is no
mathematical materiality calculation. However, the Second True-Up of $6,100,000 is a
significant capital cost in comparison to the overall 2021 capital budget of NT Power (as a
consolidated entity), which is $13,374,655. Therefore, the Second-True-Up would meet the

threshold for the project-specific materiality test.

As the merger with Midland Power occurred in 2018, the capital budget used for the project-
specific materiality test is that of NT Power as the distributor (consolidated entity). A breakdown

of the 2021 capital expenditure forecast is provided in Table 8 below.
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Table 8: Breakdown of 2021 Capital Expenditures Forecast

Overhead Distribution Projects $ 958,500
Planned Pole Replacements for End of Life as per ACA & DSP $ 315000 | $ 123,500
Miscellaneous O Upgrades/Repairs $ 110,000
Poleline Rebuld - Oid Fort Road S 140,000
M7 Feeder Tie - Davis Dr (between Armitage & Holland) $ 270,000
Underground Distribution Projects $ 651,510
Miscellaneous UG Upgrades/Repairs $ 58510 |$ 90,800
UG Glen Eagle and Glen Manor S 367,200
Replacement of end-ollife UG cable including for Jordanray S 60,000
UG Delta-Wye Conversion $ 75,000
Distribution Transformers & Pad Switchgears $ 977,500
Transformer Replacements for End of Life as per ACA & DSP S 782500 | § 105,000
Switchgear Replacements for End of Life as per ACA & DSP $ 70,000 | § 20,000
Distribution Substations $ 1,183,600
Distribuion Substation Upgrades/Repairs $ 2150018 6,100
Planned Staton Transformer Replacement for Thompson T1 S 500,000
Station Relay Upgrades for Glenvile T1 4 T2 $ 500,000
Viper Switch installation in Tay $ 150,000
Distribution Meters $ 610,200
Replacements to meet reguiariory requirements including seal expiry, and MIST
ters for GS less than SOKW cust S 574800 | § 35,400
Customer Additions $ 501,800
Residential Additions, subdivision developments - single family & townhomes S 262000 | $ 84,800
Commercial, Industrial new service additions, upgrades $ 125,000
Yonge St Pole Relocation - Davis Dr to Green Lane $ 661,545
Yonge St Pole Relocation - Davis Dr 1o Green Lane-Ph 1 s 661545
(1o facilitate York Region road widening) :
— ———————————— ——— - —————|
Fleet Vehicles H 390,000
Small Fleet Vehicles and Trailers S 40,000
421t Single Bucket Truck $ 350,000
Tools & Equipment $ 45000 | § 10,000 | § 55,000
Office and Leasehold Improvements $ 310,000
Leasahold & Building Improvements S 225000 | $ -
Office and Fumiture $ 75.000 | § 10,000
Computer Equipment $ 975,000
Software Purchases S 800,000 | § -
Hardware Purchases $ 150,000 | § 25,000
Hydro One - Holland TS True-Up $ 6,100,000
Holland TS capital contribution to Hydro One 2nd True-up $ 6,100,000

The First True-Up amount for the eligible capital project that NT Power is seeking approval for,

Holland TS, totals $6,001,560, which is significant in relation to NT Power’s capital expenditure

and clearly material. Similarly, the Second True-Up amount that NT Power is seeking approval
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for, for the Holland TS, totals $6,100,000, which is significant in relation to NT Power’s capital

expenditure and clearly material.

B. NEED
As stated in the Filing Guidelines, distributors must pass the Means Test (as defined in the ACM
Report). Amounts must be based on discrete projects, and should be directly related to the
claimed driver. The amounts must be clearly outside of the base upon which the rates were

derived.

(1) The Need for Holland TS
In 2005, a need for Holland TS was identified to meet the demand of York Region. Due to the
significant growth in demand for electricity in York Region that exceeded the capacity of the
existing electricity infrastructure in the region, in early 2005, the Board directed the York Region
Utilities and Hydro One to identify the optimal transmission and/or distribution infrastructure

investment to serve York Region.!®

In response, York Region Utilities and Hydro One identified three potential transmission and
distribution options, and York Region preferred the Holland Junction Proposal, which is to build
a 230/44kV transmission stations on the Claireville TS to Brown Hill TS right of way at the

Holland Marsh Junction.’

The Armitage TS in Newmarket has a planning limit of 317 MW. It had passed that capacity in
2002 and has been serving beyond its planning limit since then. The actual peak load in the
Armitage TS service area was 370 MW, so there is an existing shortfall of 53 MW. The Ontario
Power Authority (“OPA”)agreed with the York Region Utilities that the Holland Junction Proposal
was the preferred solution to relieve the existing capacity shortfall.1®A new transformer station

will provide 150 MW of new capacity and eight feeder positions.*®

According to the OPA, the combination of the Holland Junction Proposal and the OPA’s demand
management initiatives will ensure adequate supply to York Region until approximately 2011,
and perhaps longer, depending upon future demand growth and the results of the OPA CDM

initiatives.?°

16 2005 Decision & Order, pg. 3.
17 1bid.
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(2) Means Test
The ACM Report provides that “If the regulated return exceeds 300 basis points above the
deemed return on equity embedded in the distributor’s rates, the funding for any incremental

capital project will not be allowed”.

As seen in Table 2, NT Power’s regulated returns have not exceeded 300 basis points in any of

the historical years and therefore meets the Means test.

(3) Discrete Project
The ACM Report provides that the ICM request “amounts must be based on discrete projects,
and should be directly related to the claimed driver’. The Holland TS is a discrete project that
exceeds the materiality level for NT Power and it is distinct and unrelated to any recurring

annual capital project.

(4) Outside Rate Base
The Capital Contribution for Holland TS was non-discretionary and was not included in the
capital expenditures approved in NT Power’s last Cost of Service application (EB-2009-0269).
As such, this amount is not funded through existing rates.

C. PRUDENCE
T The amounts for which NT Power is seeking approval are prudent and represents the most

cost-effective option for rate payers.

In 2005, the OEB requested the OPA to perform an options analysis on the three potential

transmission and distribution options to serve York Region identified at that time?*:

1. The Transmission Proposal -- Rebuilding the existing above ground
transmission facilities between Parkway TS in Markham and Armitage TS in

Newmarket.

21 |bid pg. 3.
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2. The Buttonville Proposal -- Building a 230/44 KV transformer station (TS) at
the site of Buttonville TS in the Town of Markham and constructing 44 KV

feeders to the Aurora/Newmarket/Stouffville area.

3. The Holland Junction Proposal — Building a 230/44kV TS on the Claireville TS
to Brown Hill TS right of way at the Holland Marsh Junction.

These three options were initially put forward by the York Region Utilities and Hydro One in
response to the OEB’s direction to identify possible solutions to meet the supply shortage in
York Region.

The OPA conducted a consultation process that consisted of a series of public meetings, five
full day sessions with a working group (consisting of municipal government representatives,
residents, school board representatives, business community representatives, and public
interest group representatives), an elected officials forum (with an open invitation to observe for
the general public), and a website for written comments. The OPA also carried out a technical
review that involved a review of existing infrastructure and its adequacy in light of demand

forecasts.?

The OPA submitted its Northern York Region Electricity Supply Study to the Board on
September 30, 200523 (“OPA Report”).A copy of the main report is attached as Appendix G.

After conducting extensive consultation, technical and financial analysis of the options, as well
as a procurement process, the OPA recommended a two-phased integrated solution to address
the growing needs of Northern York Region. Phase | involved the construction of a new
transformation station at Holland Junction (i.e. the Holland TS) and adding static capacitors at
this station. This is in accordance with Option 3 mentioned above. Phase Il involved providing

local generation within Northern York Region.
As set out in the OPA Report?4, the advantages of the Holland Junction Proposal included:

1 the availability of a site beneath the existing transmission lines allowing the station to be
built quickly;

22 2005 Decision & Order, pg. 4.

23 Ontario Power Authority, Northern York Region Electricity Supply Study, Submission to the Ontario
Energy Board, September 30, 2005, available online at: https://www.oeb.ca/documents/cases/EB-2005-
0315/report 300905.pdf

24 |bid at pg. 28.
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9 the station would connect to the existing 230 kV lines, which will consequently reduce the
effects of voltage drop at the station, therefore lessening the risk of voltage collapse; and

1 the station enhances the load meeting capability of the existing 230 kV lines by offering
an ideal location for new capacitor banks that will support the line voltage.

One disadvantage of the Holland Junction proposal was that it does not provide a new route for

the additional power to Northern York Region and therefore did not contribute to the diversity of
supply.®
The OEB noted in its Decision and Order (EB-2005-0315) that in addition to the physical

advantage, the cost of the Holland Junction proposal was that its costs were significantly less

than the other proposals.?®

It is therefore the most cost-effective option for ratepayers and meets the prudence test.

4. RATE RIDER

The allocation of the incremental revenue requirement by customer class can be found at
Appendix E or Appendix F, Sheet 7, Revenue Proportions, of the Board’s ICM Model.The ICM
Model uses NT Power’s most current allocation of revenues to appropriately allocate the
incremental revenue requirement to the classes. NT Power proposes to allocate the revenue

requirement to customer classes as shown in Table 9 below.

Table 9: Rate Riders by contribution year

ICM Rate Riders by contribution year

2015 Contribution 2021 Contribution Total

Distribution Distribution Distribution

Service Charge |Volumetric Rate [Service CharggVolumetric |Service ChargdVolumetric

Rate Class Rate Rider Rider Rate Rider Rate Rider |Rate Rider Rate Rider
Residential 0.89 0.000¢ 0.91 0.000( 1.80 0.000¢
GS<50 0.97] 0.0004 1.00 0.0007 1.97] 0.0013
GS>50 4.40 0.1518 4.52 0.156( 8.92 0.3078
USL 0.31] 0.0004 0.32 0.0004 0.63] 0.0008§
Sentinel Lights 0.10 0.3955 0.11 0.40645 0.21] 0.802€
Street Lighting 0.04] 0.2012 0.04 0.2068 0.08, 0.408(

25 |bid.
26 2005 Decision & Order, pg. 12.
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5. APPLICATION OF HALF-YEAR RULE

The Half-Year Rule is not applicable in this Application as the ICM request does not coincide
with the final year of NT Power’s IRM plan term.

6. ICM RATE GENERATOR AND SUPPLEMENTARY FILING MODULE

As mentioned above, the OEB’s ICM Models for NT Power’ two contributions to Hydro One are

included as Appendix E and Appendix F.
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3.3.3 Treatment of Costs for ‘eligible investments’
During a rebasing application a distributor may seek approval for costs incurred to make
investments that are eligible for rate protection as per Subsection 79.1 (1) of the Ontario Energy
Board Act, 1998 (the Act) and O.Reg. 330/09 (the Regulation) under the Act, which includes

facilities forecast to enter service beyond the test year.

3.3.4 Conservation and Demand Management Costs for Distributors

CDM activity is funded either through IESO Contracted Province Wide CDM Programs, or
through an OEB-approved CDM program.

3.3.5 Off-Ramp Provisions

NT Power's regulatory return on equity for 2019 was 6.94% which is within the maximum dead

band of +/- 3% range of deemed return on equity of 9.66%.
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3.4 Specific Exclusions from Annual IR Index Applications

Appendix A: Application of Recoveries in Account 1595

NT Power is eligible to seek disposition of residual balances in Account 1595 sub-accounts for
each vintage year on a final basis with a residual balance two years after the expiry of the rate
rider.

NT Power has a May 1% rate year resulting in the 2017 rate riders ending April 30, 2018. The
balance of sub-account 1595 (2017) is eligible to be disposed of as the December 31, 2019
account balance has been audited. NT Power is seeking disposition of Account 1595 for the
years 2011 to 2017.

1595 Analysis Workform

NT Power submits the Account 1595 Analysis Workform’s for each vintage year that met the
eligibility requirements for disposition of residual balances of Account 1595 Sub accounts in live
excel format. No unresolved differences over the +/- 10% threshold was identified in 2011 to
2017 balances for Account 1595.

The variance noted in the 1595 Analysis Workform for 2011 is a result of an over collection of
$330,820 plus interest as noted in EB-2013-0153.In the Decision and Order it was noted this
balance was not to be disposed. This amount was therefore included in Account 1595 (2011) for
disposition at a later date. The variance of $40,969 in the 1595 Analysis Workform for 2017
represents the Shared Tax Savings from the 2018 IRM Application (EB-2017-0062).In the
Decision and Order a tax refund of $40,969 was approved, however, the allocated tax sharing
did not produce a rate rider in one or more of the rate classes. As a result, the OEB instructed
Newmarket-Tay Power to record the OEB approved tax sharing amount to Account 1595 for

disposition at a later date.
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Appendix B: Rate Adder versus Rate Rider
Account 1576 Final Disposition for 2021 IRM Application

Background

The Board’s Decision and Order received August 23, 2018 granted approval for NT Power -
NTRZ to purchase and amalgamate with Midland Power Utility Corporation and defer rebasing
for 10 years (EB- 2017-0269). In the 2019 IRM Application (EB-2018-0055) the Board was in

support of the Board Staff's recommendation for

“an alternate approach to address the continued annual variance in Account 1576 for
future applications in the interests of increased efficiency. OEB staff suggested that
Newmarket-Tay Power can dispose the balance of Account 1576 based on a forecast to
the end of 2019 in its 2021 IRM application on a final basis and, in the same application,
apply to reduce base distribution rates such that the deferral account will no longer be
required. This alternative plan would also require the approval of prior year interim
dispositions (2012- 2017) to be approved on a final basis”.

In the 2020 IRM filing for NT Power - NTRZ (EB-2019-0055) the OEB directed,

“to include a request for disposition of Account 1576 for the NTRZ, on a final basis, in its
2021 rate application. The amount to be requested for disposition is to include a forecast

of 2020, along with proposed changes to base rates” (page 17).

Final disposition of Account 1576 will reduce the administration burden, provide a benefit to
customers, streamline the IRM process, and mitigate Account 1576 being utilized as a long-term

measure to address the historic IFRS changeover.

NT Power — NTRZ last rebased through a Cost of Service Application for 2010 (EB-2009-0269)
with rates implemented March 1, 2011.

In March 2012, the Canadian Accounting Standards Board’s (“AcSB”) provided an optional
deferral until January 1, 2013 to rate-regulated entities for their mandatory changeover from
Canadian GAAP (“CGAAP”) to International Financial Reporting Standards (“IFRS”). On July
17, 2012 the OEB provided electricity distributors electing to remain on CGAAP in 2012 the
option of implementing regulatory accounting changes for depreciation and capitalization
policies effective on January 1, 2012. This letter also specified that the implementation of these
changes is mandatory effective on January 1, 2013. The Board established Account 1576,

Accounting Changes Under CGAAP, for distributors to record the financial differences arising
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from these accounting changes. On July 25, 2013 the OEB issued direction indicating that
“Account 1576 was intended only as a short-term measure to address the interim deferral of
IFRS in 2012 with the expectation of a changeover to IFRS in 2013”.

Effective January 1, 2012, NT Power implemented new asset useful lives and has recorded the

financial differences in Account 1576.

1. Final Disposition Methodology
NT Power reviewed the methodology used in EB-2018-0079 to inform the methodology

proposed in this application.

For the purpose of this application, NT Power has followed the requirements for disposition of
Account 1576 as outlined in the OEB’s Chapter 2 - Cost of Service Rate applications
requirements section 2.9.3 dated July 20, 2017 (the “COS Filing Requirements”). The 2021
COS Filing Requirements no longer address Account 1576, the prior filing requirements and
Appendix 2 Excel schedules have been presented to identify appropriate evidence to be

included in this application for final disposition.
The tables and analysis included:

9 Fixed Asset Continuity Schedules (Appendix 2-BA) from 2012 to 2020 for both CGAAP
and Revised CGAAP or Modified IFRS

A breakdown of the balance in Account 1576 (Appendix 2- EC) for 2012 to 2020
Service life comparison (Appendix 2-BB with Table F-1 and F-2 from Kinetrics Report)

OEB Appendix 2-C Depreciation and Amortization Expense

= =4 =4 =

A separate rate rider for the clearance of Account 1576 over a one-year rate period as
per section below.
1 WACC has been applied to the balance of Account 1576, including all calculations

showing its derivation in Appendix 2-EC.
NT Power confirms that no carrying charges are applied to the balance in the account.

NT Power requests the following:

1) Rate Rider for Disposition of Account 1576
NT Power requests an establishment of an Account 1576 disposition rate rider to provide a

refund to customers of balances which includes audited 2019 actuals plus forecasted amounts
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for 2020 to the NT Power — NTRZ customers. The proposed approach is similar in nature to that
which would apply during a cost of service, whereby the balance for disposition would include
audited actuals plus a forecasted bridge year. The forecast for 2020 relies on 2020 opening
balances plus projections for the remainder of the year. The disposition rate rider will ensure
that credits are provided to customers on their bills prior to NT Power’s next cost of service. As
NT Power — NRZ has previously received approval for interim dispositions, Account 1576 has
been used to track both the 1576 transactions as well as the impact of previous interim

disposition rate riders (excluding the rate of return on rate base component).

The Account 1576 final disposition rate rider calculation based on the variance refunded is a
return of $1,948,249 to NT Power - NRZ customers over one-year period. The refund includes a
total weighted average cost of capital (“WACC”) component, as mandated by the Board’s letter
of June 25, 2013. This balance includes a WACC component that was set in NT Power’s last
Cost of Service at 7.03%.

2) Account 1576 Adjustment to Base Distribution Rates
On July 17, 2012 the Board issued a statement changing the depreciation rates and
capitalization policies that was to be implemented under IFRS by January 1, 2013. NT Power

adopted the change effective January 1, 2012.

NT Power has reconstructed the following asset records:

1 CGAAP detailed asset and accumulated depreciation subledger

1 IFRS componentalized asset and depreciation subledger

The CGAAP asset subledger assumptions are as follows:
1 Detailed asset information as of December 31, 2011 verified to the audited financial
statements including
0 asset information includes month/year of purchase, amount recorded to the
applicable APH general ledger account and associated accumulated depreciation
1 Useful lives based on NT Power’s 2009 cost of service filing
1 Updated for 2012 to 2020 additions and disposals
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The IFRS componentalized asset and accumulated depreciation subledger assumptions are as

follows:

1 Development of a componentalized asset register of cost and accumulated depreciation
as of December 31, 2017.

1 An identifiable componentalize asset information was provided by NT Power’s
Engineering team. This included a unique asset number and an installation date. Also
provided was an estimated 2017 fully installed cost for the major componentalized asset.
The componentalized asset information was sourced from NT Power’s GIS system.

1 A useful remaining life of 14 years was used for all distribution assets effective Jan 1,
2014.

Asset costs are assumed to be recorded to the correct APH general ledger account.

An annual discounting price factor of 1.25% was utilized to determine the
componentalized asset cost. If the decade of installation was only known, the
componentalized asset cost was discounted to the mid year of the decade of installation.

9 Depreciation is based on:

o the typical useful life per Kinetrics 2010 report
o first and last year ¥z year rule
0 starts mid year of the estimated decade
9 Determined accumulated depreciation was understated by $1,229,806 as of December

31, 2017.The correction was recorded within the financial records in 2018.

NT Power has determined there are two main drivers of the change in net closing PP&E as a
result of the shift to RCGAAP and MIFRS: componentization and change in asset useful lives;

and changes in capitalization of overheads

1. Determining the level of PP&E componentization required under IFRS and establishing
updated useful lives based on the Kinetrics report
a. NT Power developed a detailed componentized asset registry with associated costs,
updating the service lives to reflect typical useful life in line with the Kinetrics report.

The Appendix 2-BB Service Life Comparison has been provided below.
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Service Life Comparison
Table F-1 from Kinetrics Repert'
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Asset Details Useful Life USoh Current Proposed Qutside Range of
Parent® | # Categoryl Component | Type MINUL| TUL |MAX UL focount | USoh Recount Deseription | vy, | fue | vears | Rue | Bl | Above
lumber Min TUL | Max TUL
Overall 38 45 7 1630 Poles, Towers & Fistures 23 4 43 2 No No
1 Fully Dressed Wood Poles Crossds | ‘wood 20 40 55
1ossAm [Sreel 30 [ 35
Overal 50 B0 a0 1830 Poles, Towers & Fistures 25 4y B0 2n Mo Mo
z Fully Oressed Concrete Poles Croseds | ‘wood 20 40 55
oss Am [Sreel 30 ] S
Overal B0 B0 a0 1830 Poles, Towers & Fistures 25 4y B0 2n Mo Mo
3 Fully Dressed Steel Poles Croseds |\.food 20 40 55
oH oss Am [Greel El ] E
4 |OHLine Switch 30 45 55 1835 Overhead Conductors & Devices 25 4 45 2 Na Na
5 OH Line Switch Matar 15 25 25 1635 Duerhead Conductars & Devices 25 4 25 4% Na Na
6 |OHLine Switch RTU 15 20 20
7 OHlntegral Switches 35 45 B0
&  |OHConductors 50 60 5 1635 Overhead Conductors & Devices p) 4% 60 24 Mo Mo
& | OHConducters 50 B0 75 1855 Secondary Sevices 25 4y B0 2n Mo Mo
£l OH Transformers & Woltage Regulators 30 40 B0 1850 Line Transtarmers 25 4% 40 3% Mo Mo
10 |OH Shure Capacitor Banks 25 30 40
1 |Reclosers 25 40 55
Overall 30 45 60 1620 Distribution Station Equipment <S0kW| 30 3% 45 2% Na Na
12 |Power Transtormers Bushing 0 20 30
TapChanger 20 30 60
13 |Station Service Transformer 30 45 55
14 |Station Grounding Transfarmer 30 40 40
Overall 0 20 30
15 |Station DC System Battery Bank 0 15 15
Charger 20 20 30
TS&MS ® Station Metal Clad Switchgea) Overal 30 40 60 1820 Distribution Station Equipment <S0kW| 30 3% 40 3% Mo Mo
Femavable Breaker 25 40 60
17 |StationIndependent Breakers i) 45 ES 1820 Distribution Station Equipment ¢S0kW| 30 I 45 24 Mo Mo
16 |Seation Switch 30 50 G0
13 |Electromechanical Relays 25 38 50
20 | Solid State Relays 0 30 45
21 |Digital & Numeric Relays 15 20 20
22  |PRigidBusbars 30 55 1]
23 | Steel Structure 35 50 30
24 |PimaryPaper Insulated Lead Covered [PILC) Cables 60 65 5
25 | Primary Ethylene-Propylene Rubber [EPR] Cables 20 25 25
Primary Non-Tree Retardant (TR) Cross Linked
B | mbulone (¥LPE) Cables Direcs Buied @&
27 |PrimaryMNon-TRXLPE Cablesin Duct 20 25 30
30 |Secondary PILC Cables 7o s 80
31 |Secondary Cables Direct Buried 25 35 40
32 |Secondary Cablesin Duct i) 40 B0 1845 Underground Conductors & Devices 25 4 40 ke Mo Mo
52 |Secondary Cables in Duot 35 40 60 1855 Secondary Sevices 25 4 40 3% Na Na
Overall 20 38 50
ue 33 |Memwork Tranformers }PIDtEDtOI 0 = a0
G4 |Pad-Mounted Transformers 25 40 45 1850 Underground Transformers 25 4 40 3% Na Na
35 | Submersiblelault Transformers 25 35 45
36 |UGFoundation 35 55 i 1840 Underground Conduit 25 4% 55 2% N N
Cverall 40 60 &0
S }Hoof I T
35 |UGVaul Switches 20 35 50
39 |Pad-Mourted Switchgear 20 30 45 1845 Underground Conductors & Devices 23 4 a0 g Mo Mo
40 |Ducts 30 50 85
41 |Concrete Encased Duct Banks 35 55 &0
47 |Cable Chambers 50 G0 80
S 43 |Remote SCADA 1B 20 30 1380 System Supervisar Equipment 1= I 20 rd N N
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Asset Details Current Proposed ‘Outside Range of
Sacl Below | Above
Useful Life Range A USod A Descrip ‘
L Categoryl Component | Type Numb Years Rate Years Rate Min Max
umber
Range | Range
1 Oifice Equipment S = 1315 Office Furniture & Equipment o 0z 1o 10 Mo Mo
Tiucks & Buckets S = 1330 Transportation Equipment g 134 1o 10 Mo Mo
2 Wehicles Tiallers S 20
Wans S 0
3 Administrative Buildings 50 I 1306 Buildings 35 3 50 25 Mo Mo
4 Leasehold Improvements Lease dependent 1910 Leasehalds o 0 10 0z Wes Yes
Station Buildings 50 3
o Parking 5 EX
S Station Buildings [— 55 ]
Roof z0 £
6 | Computer Eqpipment Hardware 3 5 1920 |Computer Equipment - Hardware 5 20 5 207 Ho Mo
Scftware B 5 1925 |Computer Equipment - Soltware 5 e 3 337 Ho [
Paower Operated 5 o
B Equipment Stores S 0 1335 Stores Equipment o 0z 1o 10 Mo Mo
Taolz, Shop, Garage Equipment S 0 1340 Tools, Shop & Garage Equipment o 04 1o 10 Mo Mo
Measurement & Testing Equipmes S 0 1345 Meazurement Equipment o 0z 10 10 Mo Mo
s o — Towers &0 70
ommunication Wireless B o
9 Rlesidential Energy Meters 25 35
0 |IndustrisliCommersial Energy Meters 25 35 1360 Meters 25 4 25 4 Ha [T
il ‘wholezale Energy Maters 1) 30 1860 Meters 25 4 1= T Mo Mo
12 Current & Potential Transformer [CT & PT) 35 S0
13 Smart Meters S 5 1860 Meters i) T 1= T Mo Mo
14 Hepeaters - Smart Metering 10 15
15 Data Callestors - Smart Metering 15 20

:M3 = Transformer and Municipal Stations UG = U

Note 1

d Systems S =

See pages 17-19 of Kinetrics Report

ing and Control Sy

Tables F-1and F-2 above are to be used as areference in arder to complete columns J, K, L and N,

2. Examining whether any changes to overhead capitalization, direct labour allocations and

other costs were required.

NT Power capitalization practice includes capitalization of costs such as materials, outside

services (external contractors), labour and fleet costs. These costs are directly attributed to

capital projects and the accounting treatment does not change under MIFRS requirements. NT

Power does not capitalize costs that are not directly attributed to the capital projects.

NT Power reviewed the depreciation expense related to transportation vehicles and determined

the annual depreciation is to be allocated to rolling stock effective January 1, 2017.Rolling stock

costs are allocated 90% capital vs 10% expense. This has resulted in the following decrease to

MIFRS depreciation by year:

2017
2018
2019
2020
Total

$255,087
$37,226

$167,882
$246,547
$706,742

NT Power has provided OEB’s Appendix 2-C Depreciation Expense schedule for the years 2012
- 2020 as well as 2-BA Fixed Asset Continuity Schedule. The difference between the
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depreciation calculated with the prior service lives and the amount recognized in the income

statement for the fiscal periods 2012 - 2020 has been recorded in Account 1576.

Board Appendix 2 EC

The Fixed Asset Continuity Schedules for 2012 is consistent with the Board Appendix 2 EC. The
2012 year is when then the accounting policies changed and the opening balances were
confirmed for cost and accumulated depreciation under CGAAP and revised CGAAP were
equal. The Board Appendix 2-BA 1576 Fixed Asset Continuity Schedules provides both CGAAP
and revised CGAAP (IFRS) for the years 2012 to 2020 respectfully.

Appendix 2-EC
Account 1576 - Accounting Changes under CGAAP
2012 Changes in Accounting Policies under CGAAP

For applicants that made capitalization and depreciation expense accounting policy changes under CGAAP effective January 1,2012

Rebasing
Year | 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total
Reporting Basis CGAAP | IRM IRM IRM IRM IRM IRM
Forecast | Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
$ $ $
PP&E Values under former CGAAP
Opening net PP&E - Note 1 \\\N 51625726 52,002,568] 51,583,549 49735534] 57,873949] 56,429287] 56,715,640 52926,580] 51,243,940 NN\
Net Additions - Note 4 \\\\\\\\\\\\\ 4050,759| 3989479  2727,802] 12,491,420 2955376] 4,760,269 410,004]  2626,157] 5,823,301 N\
Net Deprecialion (amounts should be negaive) - Note 4 AN\ 3673017| 4408408] 4575818] 4353005 4400038] 4473916] -3378965] 4308797 -4,771,330 N\
Closing net PP&E (1) RN 62,002568] 51,583,540] 49735534 57,873,949] 56,420287| 56,715640] 52,926,580 51243940 52295911 NN
PP&E Values under revised CGAAP (Starts from 2012)
Opening net PP&E - Note 1 \\\\\\\\\\\\\\ 51625726 53,883,098] 55285337] 55135557] 64,799717] 64,736,570 66,616,066] 62344565 61423535 N
Net Additions - Note 4 NN\ 4050750]  3989479] 2727802] 12491420] 2955376 4760269 410,094]  2626,157] 5,823,301 NN\
Net Depreciation (amounts should be negative) - Note 4 AN\ t7osz86[  25872#1] 2877581 2827260 3018523] 2880.773] 3.861407] 3547187 4,080,917 N\
Closing net PPRE (2) RN\ 53883008 55285337] 55135557| 64,799,717| 64,736570] 66,616,066 62,344,565 61423535 63,165,920 A\
Difference in Closing net PP&E, former CGAAP vs. revised N W N
CGAAP &\\\&\ -1 ,880,530‘ —3,701,788‘ 75,400,023‘ 76,925,768| —8,307,283‘ ,9,900,425‘ -9,417,984] 10,179,595 40,870,009 &\\\\\\\\\\
Effect on Deferral and Variance Account Rate Riders
Closing balance in Account 1576 6925768 1,381,515 -1,593,143 482,442 761,611 690,414 -10,870,009
Return on Rate Base Associated with Account 1576
balance at WACC - Note 2 -486,882 97,120 111,098 33,916 -53541 -48,536 -764,162
Total Amountincluded in Deferral and Variance Account Rate Rider C i -7,412,650 -1,478 635 -1,705,141 516,357 -815,152 -738,950 -11,634,170
Rate rider refunded 2015-2020 9,685,922
Variance -1,948,249

2. Rate Rider Allocation by Customer Class Proposed
NT Power proposes that the Account 1576 Rate Rider provides customers a refund that is
allocated by rate class with the unit of measure and allocator as defined in the table below.

NT Power is proposing in this application to dispose of the 2020 projected closing balance in
Account 1576 plus a calculated return on rate base of -$11,634,170. The rate rider refund prior
to 2020 is $9,685,922. The variance amount of the disposition is a credit of -$1,948,249 to be
refunded to NTRZ customers. NT Power is seeking to dispose of its Account 1576 balance on a

final basis as part of this application.
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Table 1: 1576 Rate Rider Allocation by Customer Class
Account 1576 with WACC -1,948,249 | Meter kWh 2019 % Allocation

Residential -820,847 270,460,079 42.13%
GS <50 kW -264,885 87,276,606 13.60%
GS >50 kW -852,271 280,813,982 43.75%
Unmetered Scattered Load -1.675 552,037 0.09%
Sentinel Lighting -818 269,394 0.04%
Street Lighting -7,752 2,554,310 0.40%
Total -1,948,249 100.00%

Table 2: Proposed Rate Rider by Customer Class

Customer Class Units of Allocator | Allocation of | Occurance 1576
Measure 2019 Account 1576 ofAIIocator Rider

Residential # of 32,959 -$820,847 -$2.0754
customers
GS <50 kw kWh -$264,885 -$0.0030
87,276,606

GS >50 kW kW 737,078 -$852,271 -$1.1563
Unmetered Scattered kWh 552,037 -$1,675 -$0.0030
Load

Sentinel Lighting kW 777 -$818 -$1.0523
Street Lighting kw 7,096 -$7,752 -$1.0925
Total -$1,948,249

The Disposition of Account 1576 rate rider has been included by rate class on sheet ’18.
Additional Rates’ of the 2021 IRM Rate Generator model for the bill impacts to be included
within sheet ‘“19. Additional Rates’ and sheet '20. Bill Impacts’.

NT Power proposes a corresponding adjustment to 2020 Base Distribution Rates (December

31, 2020) to reflect the impact of changes in depreciation required for regulatory accounting

purposes. The determination of 2021 proxy revenue requirement related to Account 1576
demonstrates a rate base of $10,524,802.

Page 68 of 75




EB-2020-0041
IRM 2021 Application NT Power
Newmarket — Tay Rate Zone

Table 3. Bill Impacts of 1576 Rate Rider Summary Table

Current
OEB Bill Impact Prior To Bill Impact Account with
Approved Additional Rate Riders 1576 Rate Rider

Rate Classes | Units Consumption $ $ Change % Change $ Change % Change
Residential RPP kWh 750 $118.97 $(2.29) -1.9% $(1.44) -1.2%
GS <50 RPP kwh 2,000 $312.50 $(3.41) -1.1% $(4.60) -1.5%
Non-
GS >50 RPP kw 500 $45,574.18 $(1,422.90) -3.1% $(651.44) -1.4%
(Other)
Unmetered
Scattered Load RPP kWh 200 $35.27 $(0.45) -1.3% $(0.08) -0.2%
Sentinel Lighting RPP kw 1 $70.57 $(0.71) -1.0% $(0.81) -1.1%
Non-
Street Lighting RPP kw 1,000 $97,152.82 | $(11,363.14) -11.7% $(1,234.49) -1.3%
(Other)

The bill impacts are referenced utilizing the 2021 IRM Rate Generator Model, ‘Sheet 20. Bill

Impacts’.

3. Adjustment to Base Distribution Rates

Because NT Power is being required to provide for final disposition of Account 1576, which is
normally done as part of a cost of service application, NT Power is proposing a corresponding
adjustment to 2020 Base Distribution Rates effective May 1, 2021 to capture the rate impacts
directly associated with changes in accounting policies that would normally be captured each
year in Account 1576 for disposition at a future date. NT Power’s distribution rates will reflect
current accounting policies and provide improved alignment with the MRZ customers and other
electricity distributors who have already re-based under RCGAAP or MIFRS. In the absence of
this application, this alignment is not expected to take place until the next cost of service
application which is contemplated to occur after a ten-year deferral period under NT Power’s
MAADs decision (EB-2017-0269).This alignment will be helpful to facilitate the evolution of
common practices and tracking eliminating the on-going effort required to maintain dual

accounting information and tracking of differences under both CGAAP and MIFRS.

The proposed adjustment to Base Distribution Rates has been done using the best information
available to calculate a proxy “test year” revenue requirement related to the 2020 impact of
changes in accounting policies. The underlying assumptions used to develop the 1576 revenue

requirement adjustment are summarized as follows:

1 The proxy “test year” Rate Base impact amount is net of gains/losses on asset

dispositions
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9 The 2011 cost of capital parameters are used to determine the deemed interest and
equity (net income)
The PILs revenue requirement has been based on a tax rate of 26.5%
The proxy 2020 depreciation expense impact is sourced from OEB’s Appendix 2-EC

Account 1576

The following tables outline the calculation for the 2021 proxy “test year” revenue requirement

impact of Account 1576.
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Table 4: 1576 Revenue Requirement for NTRZ

Determination of 2021 Proxy Revenue Requirement for 1576

Depreciation Expense- CGAAP (4,771,330)
Depreciation Expense -MIFRS 4,080,917
Deemed Interest Expense 333,215
Income Tax Expense 146,625
Utility Net Income 406,678
Distribution Revenue 196,105

Determination of 2021 Rate Base Impact and Cost of Capital

Rate Base
Net Fixed Assets
Opening difference (1576) 10,179,595
Closing difference (1576) 10,870,009
Average difference (1576) 10,524,802

Allowance for Working Capital (B)
Controllable Expenses -

Working Capital Rate % 15%
Working Capital Allowance -
Rate Base 10,524,802
Capitalization/ Cost of Capital

% $ % $
Long Term Debt 56% 5,893,889 5.48% 322,985
Short Term Debt 4% 420,992 2.43% 10,230
Total Debt 60% 6,314,881 5.28% 333,215
Equity 40% 4,209,921 9.66% 406,678
Total 10,524,802 7.03% 739,894

Determination of Taxable Income

Utility Net Income 406,678
A. Income Taxes - 26.5% 107,770
B. Gross up of Income Taxes 38,855

Income tax expense (A+B) 146,625
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4. Allocation and Rate Design
NT Power proposes it is reasonable to allocate the 1576 revenue requirement proxy by
customer class on the same basis as that approved in the last cost of service in 2009.This
approach is consistent with the shared tax savings allocation (2021 Rate Generator Model,

Sheet 9).
The proposed rate design by customer class is outlined as follows:

1 Residential — Assumes a fully fixed rate design for the Account 1576 adjustment to 2021
Base Distribution Rates

9 All Other Customer Classes — Consistent with the proportions used from NT Power’s
COS (follows OEB’s methodology to apportion the shared tax savings in the 2021 Rate
Generator Model - Sheet 9).

The resulting calculations are provided in the tables below along with the calculation of the
proposed 1576 adjustment to 2020 Base Distribution Rates.

Customer Class Allocation and Design of Rates
Table 5: 1576 Revenue Requirement Allocation by Rate Class and Rate Design

(Fixed/Variable split)

Customer Class Service
[0)

Re\{enue 196,105 Charge % Fixed Variable
Requirement Revenue

Residential 107,312 54.72% 100% $ 107,312 0%

GS <50 kW 32,980 16.82% 36% $11,047 64% | 521 032
GS >50 kW 48,902 24.94% 15% $7,515 85% | 441 338
Unmetered o o 0

Seattered Load 359 0.18% 76% $274 24% | $85
Sentinel 305 0.16% 60% $184 40% | $121
Lighting

Street Lighting 6,247 3.19% 58% $3.645 42% | $2,601
Total 196,105 100.00% 130,877 65,228

Allocated as per 2021 Rate Generator Model (Tab 9)
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Table 6: 1576 Revenue Requirement - Adjustment to 2020 Base Distribution Rates
(December 31, 2019)

Customer Fixed
Class Allocator Fixed Variable
Adjustment Variable Monthly
to Base # of Allocator Service e Units of
Distribution Customers Rate Measure
Rates
Residential 32,959 32,959 $0.27 $- # of
customers
GS <50 kw 3,198 87,276,606 $0.31 $0.0002 kWh
GS >50 kW 380 737,078 $1.65 $0.0562 kW
Unmetered
Scattered 45 552,037 $0.51 $0.0002 kWh
Load
Sentinel
Lighting 376 777 $0.04 $0.1560 kW
Street Lighting 9,112 7,096 $0.03 $0.3666 kW

A summary of the currently approved 2020 Distribution Rates, along with the impact of the

Proposed Adjustment for 1576 Revenue Requirement has been provided in the table below.

Table 7: Proposed Base Distribution Rate - Service Charge

Customer Class Fixed
Monthly
Monthly Service Charge (Fixed) | 2020 Approved Service Fixed Rate
Distribution Rates Rate Proposed

. . $28.75 $0.27 $29.02
Residential
GS <50 kW $31.44 $0.31 $31.75
GS >50 kW $142.59 $1.65 $144 .24
Unmetered Scattered Load $10.13 $0.51 $10.64
Sentinel Lighting $3.35 $0.04 $3.39
Street Lighting $1.31 $0.03 $1.34

Table 8: Proposed Base Distribution Rate — Volumetric

Base
I - H - -
Customer Class Distribution Units of
Volumetric 2020 Approved Rate Measure
Distribution Rates Volumetric Proposed

Residential $- $- # of
customers

GS <50 kW $0.0206 $0.0002 $0.0208 kWh
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GS >50 kw $4.9190 $0.0562 $4.9752 kW
Thermal Demand

Meter

GS >50 kW $5.0565 $0.0562 $5.1127 kW
Interval Demand

Meter

Unmetered $0.0117 $0.0002 $0.0119 kWh
Scattered Load

Sentinel Lighting $12.8166 $0.1560 $12.9726 kW
Street Lighting $6.5203 $0.3666 $6.8869 kW

The proposed adjustment of 2020 approved base distribution rates to address the impact of

Account 1576 for changes in capitalization and depreciation related to Revised CGAAP and

MIFRS requirements. The 2020 Base Distribution Rates would then be used to apply

mechanistic adjustments as per the 2021 IRM Rate Generator Model.
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Bill Impacts of ICM and Account 1576 Final Disposition

The purpose of this section is to provide a proposed bill impact to customers that includes the

ICM and Account 1576 Disposition impacts.

Table 1: Total Bill Impacts

Current
OEB
Approved

Total Bill Impact with
1576 and ICM

Bill Impact with ICM
Contribution

Bill Impact Account with
1576 Rate Rider

Bill Impact Prior To
Additional Rate Riders

Rate % % % %
Classes $ s Chenge Change o Chrenge Change © Cliae Change iclizhe Change
IReS'dem'a $118.97 $(2.29) -1.9% $(1.44) 1.2% $1.44 1.2% $(2.29) -1.9%
GS <50 $312.50 $(3.41) 1.1% $(4.60) 1.5% $3.65 1.2% $(4.36) 1.4%
GS >50 $45574.18 | $(1,422.90) 3.1% $(651.44) 1.4% $183.99 04% | $(1,890.35) | -4.1%
UMSL $35.27 $(0.45) 1.3% $(0.08) -0.2% $0.63 1.8% $0.10 0.3%
fiznhtt'i?g $70.57 $(0.71) -1.0% $(0.81) 1.1% $0.81 1.1% $(0.71) -1.0%
ﬁt@:ﬁﬁa . $97,152.82 | $(11,363.14) | -11.7% | $(1,234.49) | -1.3% $461.13 05% | $(12,136.51) | -12.5%
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