
 
 

 November 23, 2020 
Registrar 
Ontario Energy Board 
2300 Yonge Street 
P.O. Box 2319 
Suite 2700 
Toronto, ON M4P 1E4 
registrar@oeb.ca 
 

 

To: Registrar 

 

Re: Newmarket-Tay Power Distribution Ltd. (“NT Power”) 

2021 Incentive Regulation Mechanism (“IRM”) Application (EB-2020-0041) 

 

 

Please find accompanying this letter, the electronic copy of NT Power’s 2021 IRM 

application for rates effective May 1, 2021 in both the Midland Rate Zone and 

Newmarket- Tay Rate Zone.  

 

 

Respectfully Submitted, 

 

Original Signed By 

 

Michelle Reesor 
Regulatory Manager 
mreesor@nmhydro.ca 
  

mailto:registrar@oeb.ca
mailto:mreesor@nmhydro.ca


EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

2 
 

 

  

Newmarket – Tay Power Distribution Ltd. 

2021 Incentive Rate- Setting Application 

NT Power – Newmarket & Tay Rate Zone 

Board File Number EB-2020-0041 

Date of Filing 

11-23-2020 

 



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

3 
 

Table of Contents 

3.1 Application Introduction ____________________________________________________ 6 

3.1.2 Components of the Application Filing ________________________________________ 7 

1. aŀƴŀƎŜǊΩǎ {ǳƳƳŀǊȅ ___________________________________________________________ 7 

Key Elements of Application _________________________________________________________________ 7 

Rate Adjustment Requests ___________________________________________________________________ 8 

2. Contact Information ___________________________________________________________ 11 

3. Rate Generator Model and Supplementary Workforms ______________________________ 12 

4. 2020 Current Tariff Sheet _______________________________________________________ 12 

5. Supporting Documentation Cited Within Application ________________________________ 12 

DVA Balance Reconciliation to RRR as of December 31, 2019 ______________________________________ 12 

6. Who Is Affected by the Application _______________________________________________ 15 

5ƛǎǘǊƛōǳǘƻǊΩǎ tǊofile _______________________________________________________________________ 15 

7. Publication Notice ____________________________________________________________ 15 

8. Accuracy of Billing Determinants _________________________________________________ 16 

9. Text Searchable Adobe PDF _____________________________________________________ 18 

10. The 2021 IRM Checklist ______________________________________________________ 18 

3.1.3 Applications and Electronic Models ______________________________________ 19 

Certification of Evidence ___________________________________________________________ 19 

3.2 Elements of the Annual IR Index Plan _________________________________________ 20 

3.2.1 Annual Adjustment Mechanism _________________________________________________ 20 

3.2.1.1 Application of the Annual Adjustment Mechanism ________________________________ 20 

3.2.2 Revenue-to-Cost Ratio Adjustments _____________________________________________ 21 

3.2.3 Rate Design for Residential Electricity Customers ___________________________________ 22 

3.2.4 Electricity Distribution Retail Transmission Service Rates ____________________________ 22 



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

4 
 

3.2.5 Review and Disposition of Group 1 Deferral and Variance Account Balances _____________ 24 

External Review Ordered by the OEB _________________________________________________________ 24 

3.2.5.1 Wholesale Market Participants ________________________________________________ 29 

3.2.5.2 Global Adjustment __________________________________________________________ 30 

GA Analysis Workform _____________________________________________________________________ 30 

Global Analysis Workform Instructions - Appendix A GA Methodology Description ____________________ 33 

3.2.5.3 Commodity Accounts 1588 and 1589 ___________________________________________ 33 

Certification of Evidence ___________________________________________________________ 34 

3.2.5.4 Capacity Based Recovery (CBR) ________________________________________________ 35 

3.2.6 LRAM Variance Account (LRAMVA) ______________________________________________ 35 

3.2.6.1 Disposition of LRAMVA ______________________________________________________________ 35 

3.2.7 Tax Changes _________________________________________________________________ 40 

3.2.8 Z- Factor Claims ______________________________________________________________ 40 

3.3 Elements Specific only to the Price Cap IR Plan     (with Annual IR Inclusion clause) __ 41 

3.3.1 Advanced Capital Module (ACM) ________________________________________________ 41 

3.3.2 Incremental Capital Module ____________________________________________________ 41 

1. INTRODUCTION ________________________________________________________________________ 41 

2. DESCRIPTION OF INCREMENTAL CAPITAL EXPENDITURE ________________________________________ 43 

3. ELIGIBILITY FOR INCREMENTAL CAPITAL _____________________________________________________ 47 

4. RATE RIDER ____________________________________________________________________________ 57 

5. APPLICATION OF HALF-YEAR RULE _________________________________________________________ 58 

6. ICM RATE GENERATOR AND SUPPLEMENTARY FILING MODULE __________________________________ 58 

оΦоΦо ¢ǊŜŀǘƳŜƴǘ ƻŦ /ƻǎǘǎ ŦƻǊ ΨŜƭƛƎƛōƭŜ ƛƴǾŜǎǘƳŜƴǘǎΩ ______________________________________ 59 

3.3.4 Conservation and Demand Management Costs for Distributors _______________________ 59 

3.3.5 Off-Ramp Provisions __________________________________________________________ 59 

3.4 Specific Exclusions from Annual IR Index Applications ____________________________ 60 

Appendix A: Application of Recoveries in Account 1595 __________________________________ 60 

Appendix B: Rate Adder versus Rate Rider _____________________________________________ 61 



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

5 
 

Account 1576 Final Disposition for 2021 IRM Application _________________________________________ 61 

1. Final Disposition Methodology __________________________________________________________ 62 

2. Rate Rider Allocation by Customer Class Proposed __________________________________________ 67 

3. Adjustment to Base Distribution Rates ___________________________________________________ 69 

4. Allocation and Rate Design _____________________________________________________________ 72 

Bill Impacts of ICM and Account 1576 Final Disposition ______________________________ 75 

Table 1: Total Bill Impacts __________________________________________________________________ 75 

 

  



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

6 
 

3.1 Application Introduction 

 

IN THE MATTER OF the Ontario Energy Board Act, 

1998, being Schedule B to the Energy Competition Act, 

1998, S.O. 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 

decision 

No 

6 Renewable Generation and/or Smart Grid Adder 

Request 

No 

7 Multiple Service Areas with Different Rates Yes 

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

Adjustment) 

Yes 

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) The continuation of currently approved rates for:  

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

b. Low Voltage Service Rates 

b) 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.  

c) 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. 

d) 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. 

e) 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 

Rate Classes 

  

Units Consumption 

Current 
OEB 

Approved 
Bill Impact Prior To 

Additional Rate Riders 

  $ 
$ Change 

% 
Change 

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 
(Other) 

kW 
 500   $45,574.18   $(1,422.90) -3.1% 

Unmetered 
Scattered Load 

RPP kWh 
 200   $35.27   $(0.45) -1.3% 

Sentinel 
Lighting 

RPP kW 
 1   $70.57   $(0.71) -1.0% 

Street Lighting 
Non-RPP 
(Other) 

kW 
 1,000   $97,152.82   $(11,363.14) -11.7% 
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2. Contact Information 

 

Primary Contact 

Michelle Reesor 

Regulatory Manager 

mreesor@nmhydro.ca 

590 Steven Ct, Newmarket, ON L3Y 6Z2 

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 6Z2 

Phone: (905) 953-8548 X2268 

Fax: (905) 895-8931 
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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  

¶ Note: Customization of Workform by OEB Applications Division to support years 

2013-2019. 

- Account 1595 Workform 

- Illustrative 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.  
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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 

# Description Account 
NT Power –  

NTRZ 

NT 
Power-  
MRZ 

Total RRR 2.1.7 

Continuity 
Schedule 

RRR 
Grouping 

Error 

Variance 

   A B C = A+B E E Revised 
F=E (or E 

revised) -C 

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

2 
Smart Metering Entity 

Charge Variance 
Account 

1551 -$73,557 -$13,815 -$87,372 -$87,372 -$87,372 $0 

3 
RSVA - Wholesale 

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

4 
Variance WMS – Sub-
account CBR Class B 

1580 -$0 -$13,463 -$13,464 -$13,464 -$13,464 $0 

5 
RSVA - Retail 

Transmission Network 
Charge 

1584 -$254,472 $32,635 -$221,837 -$221,837 -$221,837 $0 

6 
RSVA - Retail 
Transmission 

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

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

8 
RSVA - Global 

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

9 

Disposition and 
Recovery/Refund of 
Regulatory Balances 

2014 and prior 

1595 -$455,385 $- -$455,385 -$61,893 -$493,380 -$37,995 
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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 
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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: 

¶ www.tayhydro.com 

¶ www.nmhydro.on.ca 

¶ www.midlandpuc.on.ca 

 

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

¶ 590 Steven Court, Newmarket, Ontario, L3Y 6Z2 

¶ 16984 Highway 12, Midland, Ontario, L4R 4P4 

 

http://www.tayhydro.com/
http://www.nmhydro.on.ca/
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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. 

 

  



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

17 
 

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

All of which is respectfully submitted, 

      

Original Signed By 

 

  Ysni Semsedini, President/ CEO 

Newmarket – Tay Power Distribution Ltd.        
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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 Checklist. 
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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, I 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.  
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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: 

¶ Rate Adders 

¶ Rate Riders 

¶ Low Voltage Service Charges 

¶ Retail Transmission Service Rates 
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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 

¶ 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). 
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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). 
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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 

Rate Class Unit 

Current 
RTSR 
Network 

Adjusted 
RTSR 
Network 

Current RTSR 
Connection 

Adjusted RTSR 
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. 
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3.2.5 Review and Disposition of Group 1 Deferral and Variance Account 

Balances 

Chapter 3 of the Board’s Filing Requirements and the Report of the Board on Electricity 

Distributors’ Deferral and Variance Account Review provide that the distributor’s Group 1 

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 
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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:  

1. The extent of other audit reports that have been completed 

2. What write-up is required by the auditor/LDC 

3. What supporting schedules are required 

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

5. 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 Illustrative 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: 

¶ 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  

¶ 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 

Year   
Original 
Balance 

Revised 
Balance 

Adjustments 
Original 
Balance 

Revised 
Balance 

Adjustments 

2013 

Principal  $-  -$17,157  -$17,157   $ -   $ 17,157   $17,157  

Interest  $-   $-   $-   $ -   $-   $-  

Total  $-  -$17,157  -$17,157   $ -   $ 17,157   $17,157  

2014 

Principal -$502,997  -$460,287  -$42,709   $ -   $ 42,709   $42,709  

Interest  $ 5,956   $ 5,956   $-   $ -   $-   $-  

Total -$497,041  -$454,331  -$42,709   $ -   $ 42,709   $42,709  

2015 

Principal -$502,997  -$430,074  -$72,923   $ -   $ 72,923   $72,923  

Interest  $ 5,956   $ 5,956   $-   $ -   $-   $-  

Total -$497,041  -$424,118  -$72,923   $ -   $ 72,923   $72,923  

2016 

Principal -$232,287  -$96,810  -$135,478   $ -   $ 135,478   $135,478  

Interest  $ 5,956   $ 5,956   $-   $ -   $-   $-  

Total -$226,331  -$90,854  -$135,478   $ -   $ 135,478   $135,478  

2017 

Principal -$ 1,002,809  -$851,569  -$151,239   $ -   $ 151,239   $151,239  

Interest  $ 31,856   $ 31,856   $-   $ 22,514   $ 22,514   $-  

Total -$970,953  -$819,714  -$151,239   $ 22,514   $ 173,754   $151,239  

2018 

Principal  $3,330,363   $2,438,799   $891,564  -$ 159,995  -$ 1,051,559  -$891,564  

Interest  $ 116,516   $ 116,516   $-   $ 26,095   $ 26,095   $-  

Total  $3,446,879   $2,555,315   $891,564  -$ 133,900  -$ 1,025,464  -$891,564  

2019 

Principal  $ 907,098   $1,557,646  -$650,548  -$ 933,397  -$311,789   $621,608  

Interest  $ 119,058   $ 119,058   $-   $ 8,469   $ 8,469   $-  

Total  $1,026,156   $1,676,704  -$650,548  -$ 924,927  -$303,320   $621,608  

 

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

table above. 

  



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

28 
 

Table 2: Adjustments for Accounts 1595 for NTRZ 

 Account 1595 

Year   Original Balance Revised Balance Adjustments 

2011 

Principal -$343,101 -$343,101 $- 

Interest -$24,067 -$24,067 $- 

Total -$367,168 -$367,168 $- 

2012 

Principal $- $- $- 

Interest $- $- $- 

Total $- $- $- 

2013 

Principal $ 173,120 $183,520 $10,400 

Interest $ 247,839 $247,839 $- 

Total $ 420,959 $431,359 $10,400 

2014 

Principal -$63,438 -$63,438 $- 

Interest $ 39,539 $39,539 $- 

Total -$23,899 -$23,899 $- 

2015 

Principal -$1,893 -$1,893 $- 

Interest $ 1,766 $1,766 $- 

Total -$ 127 -$ 127 $- 

2016 

Principal $- $- $- 

Interest $- $- $- 

Total $- $- $- 

2017 

Principal $ 1,057 $1,057 $- 

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 it’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  

GA Analysis NTRZ MRZ 

NT Power 
=NTRZ + 

MRZ 

GA 
Analysis 

V1.9 
Populated 

Values Variance 
Revised 

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 NTRZ MRZ 

NT Power 
=NTRZ + 

MRZ 

GA 
Analysis 

V1.9 
Populated 

Values Variance 
Revised 

NTRZ 
Revised 

MRZ 

Revised 
NT Power 
=NTRZ + 

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 

Year 
Unresolved 
Difference 

Unresolved 
Difference as % of 

Expected GA 
Payments to IESO 

Reconciling Item 

RSVA - 
Global 

Adjustment 
1589 

RSVA - 
Cost of 
Power 
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, I 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 Identifying 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:  

  



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

37 
 

LRAMVA Claim 

Customer Class 
Principal 

($) 

Carrying 
Charges 

($) 

Total 
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  

Description Residential 
GS<50 

kWh 

GS>50 kW - 
Thermal 
Demand 

Meter 

GS>50 kW - 
Interval 
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”)1. 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.2  

Pursuant to the Report of the Board on Rate-Making Associated with Distributor Consolidation3 

(“Consolidation Report”), distributors who are party to a MAADs 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 Consolidations4 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 Report5, 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 MAADs 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 MAADs 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 Incentive Regulation for Ontario’s Electricity Distributors dated July 14, 2008 

and Appendix B of the Supplemental Report of the Board on 3rd Generation Incentive 

Regulation for Ontario’s Electricity Distributors (EB-2007-0673) dated September 17, 2008, and 

 
5 Consolidation Report, pg. 9 and 10. 
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Addendum to the Supplemental Report of the Board on 3rd Generation Incentive Regulation for 

Ontario’s Electricity Distributors (EB-2007-0673) dated January 28, 2009 (collectively, 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”)6 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.7 

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 Code8 (“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.”9 

 
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”)10(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 1st 

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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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 

Return  

Achieved Rate 

of Return 

Variance Rate Zone 

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 

Foregone Revenue for 2015 Contribution by year
Application Table 1

2015

2015 659,973               

2016 659,973               

2017 659,973               

2018 659,973               

2019 659,973               

2020 659,973               

Total 3,959,839           
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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 

Expenditures 

(excluding true-

ups)  

True-Ups to Hydro 

One 

True-Up as a 

Percentage of Capital 

Expenditures 

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 Applications11, 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. 



EB-2020-0041 
2021 IRM Rate Application NT Power 

Newmarket Tay Rate Zone 

47 
 

on Annual IR12.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 MAADs transaction, and are operating under an Annual IR plan have the 

option to use the ICM during the deferred rebasing period.13NT Power and Midland Power 

became party to a MAADs 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 

 

 

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 

Plan CAPEX 

$12,859,628 

 

Materiality Threshold - $6,017,115 

Maximum Eligible 

Incremental Capital 

$6,842,513 
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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) 

 

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. 

 

 

 

Hydro One 2015 Contribution Total

2015 Max Eligible Incremental Capital 6,842,513         

Amortization 2015 76,450-               

2016 152,901-             

2017 152,901-             

2018 152,901-             

2019 152,901-             

2020 152,901-             

Total Amortization 840,953-             

ICM Eligible Capital 6,001,560         
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Table 5B: Net Book Value of First True-Up (December 31, 2020) 

 

 

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.” 14 

Although there is no mathematical materiality calculation for this second test15, 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. 

2015 H1 Contribution Trans & Circuit Switchgear Total

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

Amortization 2015 86,849-                    4,544-                 91,394-          

2016 173,699-                  9,089-                 182,788-        

2017 173,699-                  9,089-                 182,788-        

2018 173,699-                  9,089-                 182,788-        

2019 173,699-                  9,089-                 182,788-        

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    



Table 6: Breakdown of 2015 Capital Expenditures 
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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 

Plan CAPEX 
 

$12,496,855 

 

Materiality Threshold 
 

- $6,141,611 

Maximum Eligible 

Incremental Capital 

(Forecasted Capex less 

Threshold) 

$6,355,244 

 

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 

 

 

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.16  

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.17 

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.18A new transformer station 

will provide 150 MW of new capacity and eight feeder positions.19 

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.20 

 
16 2005 Decision & Order, pg. 3. 
17 Ibid. 
18 Ibid pg. 4. 
19 Ibid pg. 8. 
20 Ibid pg. 5. 
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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 time21:  

1. The Transmission Proposal -- Rebuilding the existing above ground 

transmission facilities between Parkway TS in Markham and Armitage TS in 

Newmarket.  

 
21 Ibid 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.22  

 

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 I 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 II involved providing 

local generation within Northern York Region.  

As set out in the OPA Report24, the advantages of the Holland Junction Proposal included:  

¶ 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 Ibid at pg. 28. 

https://www.oeb.ca/documents/cases/EB-2005-0315/report_300905.pdf
https://www.oeb.ca/documents/cases/EB-2005-0315/report_300905.pdf
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¶ 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 

¶ 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.25 

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.26 

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 

 

 
25 Ibid. 
26 2005 Decision & Order, pg. 12. 

ICM Rate Riders by contribution year

Rate Class

Service Charge 

Rate Rider

Distribution 

Volumetric Rate 

Rider

Service Charge 

Rate Rider

Distribution 

Volumetric 

Rate Rider

Service Charge 

Rate Rider

Distribution 

Volumetric 

Rate Rider

Residential 0.89 0.0000 0.91 0.0000 1.80 0.0000

GS<50 0.97 0.0006 1.00 0.0007 1.97 0.0013

GS>50 4.40 0.1518 4.52 0.1560 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 0.4065 0.21 0.8020

Street Lighting 0.04 0.2012 0.04 0.2068 0.08 0.4080

2015 Contribution 2021 Contribution Total
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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. 

  

  



EB-2020-0041 
IRM 2021 Application NT Power 

Newmarket – Tay Rate Zone 

Page 59 of 75 
 

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 1st 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: 

¶ 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 

¶ A separate rate rider for the clearance of Account 1576 over a one-year rate period as 

per section below. 

¶ 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: 

 

¶ CGAAP detailed asset and accumulated depreciation subledger 

¶ IFRS componentalized asset and depreciation subledger 

 

The CGAAP asset subledger assumptions are as follows: 

¶ Detailed asset information as of December 31, 2011 verified to the audited financial 

statements including 

o asset information includes month/year of purchase, amount recorded to the 

applicable APH general ledger account and associated accumulated depreciation 

¶ Useful lives based on NT Power’s 2009 cost of service filing 

¶ Updated for 2012 to 2020 additions and disposals 
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The IFRS componentalized asset and accumulated depreciation subledger assumptions are as 

follows: 

 

¶ Development of a componentalized asset register of cost and accumulated depreciation 

as of December 31, 2017. 

¶ 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. 

¶ 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.  

¶ Depreciation is based on: 

o the typical useful life per Kinetrics 2010 report 

o first and last year ½ year rule 

o starts mid year of the estimated decade 

¶ 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 (Appendix 2-BB) 
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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 $255,087 

2018 $37,226 

2019 $167,882 

2020 $246,547 

Total $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. 

 

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 
Measure  

 Allocator 
2019  

Allocation of 
Account 1576 

 Occurance 
of Allocator  

 1576 
Rider   

Residential  # of 
customers  

 32,959  -$820,847  12 -$2.0754  

GS <50 kW  kWh   
87,276,606  

-$264,885  1 -$0.0030  

GS >50 kW  kW   737,078  -$852,271  1 -$1.1563  

Unmetered Scattered 
Load 

 kWh   552,037  -$1,675  1 -$0.0030  

Sentinel Lighting  kW   777  -$818  1 -$1.0523  

Street Lighting  kW   7,096  -$7,752  1 -$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. 
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Table 3. Bill Impacts of 1576 Rate Rider Summary Table 

Rate Classes 

  

Units Consumption 

Current 
OEB 

Approved 
Bill Impact Prior To 

Additional Rate Riders 
Bill Impact Account with 

1576 Rate Rider 

  $ $ 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% 

GS >50 
Non-
RPP 

(Other) 
kW 500 $45,574.18 $(1,422.90) -3.1% $(651.44) -1.4% 

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% 

Street Lighting 
Non-
RPP 

(Other) 
kW 1,000 $97,152.82 $(11,363.14) -11.7% $(1,234.49) -1.3% 

 

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: 

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

dispositions 
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¶ 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: 

¶ Residential – Assumes a fully fixed rate design for the Account 1576 adjustment to 2021 

Base Distribution Rates 

¶ 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 
Charge % 
Revenue 

Fixed Variable Revenue 
Requirement 

 196,105  

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

GS <50 kW  32,980  16.82% 36%  $ 11,947  64% 
 

$21,032  

GS >50 kW  48,902  24.94% 15%  $ 7,515  85% 
 

$41,388  

Unmetered 
Scattered Load 

359  0.18% 76%  $ 274  24%  $ 85  

Sentinel 
Lighting 

305  0.16% 60%  $ 184  40%  $ 121  

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 
Class 

Fixed 
Allocator 

Variable 
Allocator 

Fixed 
Monthly 
Service 

Rate 
  

Variable 

Adjustment 
to Base 

Distribution 
Rates 

 # of 
Customers  

Rate 
 Units of 
Measure  

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 
Load 

45 552,037 $0.51 $0.0002 kWh 

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 

 2020 Approved 
Distribution Rates  

Fixed 
Monthly 
Service 

Rate 
Fixed Rate 
Proposed 

Monthly Service Charge (Fixed) 

Residential 
 $28.75   $0.27   $29.02  

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 

Customer Class 

 2020 Approved 
Distribution Rates  Volumetric 

Base 
Distribution 

Rate 
Proposed 

 Units of 
Measure  

Volumetric 

Residential 

 
 $-     $-     # of 

customers  

GS <50 kW 
 $0.0206   $0.0002   $0.0208   kWh  
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GS >50 kW 
Thermal Demand 
Meter 

 $4.9190   $0.0562   $4.9752   kW  

GS >50 kW 
Interval Demand 
Meter 

 $5.0565   $0.0562   $5.1127   kW  

Unmetered 
Scattered Load 

 $0.0117   $0.0002   $0.0119   kWh  

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. 

  



EB-2020-0041 
IRM 2021 Application NT Power 

Newmarket – Tay Rate Zone 

Page 75 of 75 
 

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 

Rate 
Classes 

Current 
OEB 

Approved 
Bill Impact Prior To 

Additional Rate Riders 
Bill Impact Account with 

1576 Rate Rider 
Bill Impact with ICM 

Contribution 
Total Bill Impact with 

1576 and ICM 

$ 
$ Change 

% 
Change 

$ Change 
% 

Change 
$ Change 

% 
Change 

$ Change 
% 

Change 

Residentia
l 

$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 $45,574.18 $(1,422.90) -3.1% $(651.44) -1.4% $183.99 0.4% $(1,890.35) -4.1% 

UMSL $35.27 $(0.45) -1.3% $(0.08) -0.2% $0.63 1.8% $0.10 0.3% 

Sentinel 
Lighting 

$70.57 $(0.71) -1.0% $(0.81) -1.1% $0.81 1.1% $(0.71) -1.0% 

Street 
Lighting 

$97,152.82 $(11,363.14) -11.7% $(1,234.49) -1.3% $461.13 0.5% $(12,136.51) -12.5% 

 


