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Appendix A

Establishing Initial Rates
Cost of Service Requirements

Initial rates for the first generation PBR plan can be set based on: 

(1)
A utility’s individual cost of service study; or 

(2)
The average Municipal Electric Utility (MEU) cost of service model that was used by Ontario Hydro in establishing the existing MEU rates adopted by the Board.

Guidance is provided here on the establishment of distribution rates based on the average cost of service model for the first generation PBR plan.

Requirement for Unbundled Rates

Given that retail open access is expected to start during the first generation PBR plan term, the distribution (wires only) rates must be separated (unbundled) from the cost of power (COP) rates for this plan.  The COP rates prior to retail access will cover both the transmission and commodity costs, since these are currently both included in Ontario Hydro’s wholesale rates.  Following the introduction of retail access, a transmission charge and a commodity charge will replace the COP charge.

In order to unbundle existing rates into distribution and COP rates a customer class’s revenue requirement must first be separated into distribution and cost of power revenue requirements. The rate unbundling process described in this handbook starts off with the separation of the revenue requirements followed by the rate design process.

In unbundling the rates, the cost of distribution system losses (DSL) must be separated as well.  Prior to retail access, the DSL can be included in the COP since there will still only be one supplier.  However, upon the introduction of retail access, the DSL will be recovered through a separate charge since the rate applied to the DSL volumes will not necessarily be the competitive commodity rate.

Methods for developing the following rates are provided: 

1.         Residential Customer Class

1.1  Distribution Monthly Service Charge

1.2 Non-Time-of-Use (N-TOU) COP Energy (kWh) Rate

1.3 Time-of-Use (TOU) COP Energy (kWh) Rate

2.
General Service (GS) Customer Class (<5,000 kW)

2.1  
Distribution Monthly Service Charge

2.2  
Distribution Demand Rate for GS Customers with Demand Meters

2.3  
Distribution Energy Rate for GS Customers without Demand Meters

2.4  
COP N-TOU Energy (kWh) Rate

2.5  
COP N-TOU Demand (kW) Rate

2.6  
COP TOU Energy (kWh) Rate

2.7   
COP TOU Demand (kW) Rate

3. Street Lighting Class Rates

3.1 Distribution Monthly Service Charge

3.2 Distribution Demand(kW) Rate

3.3 COP Energy (kWh) Rate

3.4 COP Demand (kWh) Rate

4. Large Use Class Rates (> 5,000 kW)

4.1 Distribution Monthly Service Charge

4.2 Distribution Demand(kW) Rate

4.3 COP TOU Energy (kWh) Rate

4.4 COP TOU Demand (kW) Rate

5. Intermediate Use Rates

6. Water Heater Load Control Discount 

7. Rental Rates 

8. Miscellaneous Charges

Guidance on billing for transmission, commodity, Independent Market Operator and any Competition Transition charges that may be imposed will be provided in an addendum to the rate handbook that will be distributed when settlement issues have been resolved.

1.
Class Base Distribution Revenue Requirement

The class base distribution revenue requirement is the revenue requirement that is derived when the cost of power is backed out of the class revenue requirement that is determined using existing rates.  This approach ensures class distribution revenue neutrality at existing rates. The base distribution revenue requirement can then be adjusted to meet the forecast year’s revenue requirement. 

At the wholesale level, a utility is currently billed on wholesale TOU rates and demand is billed on the basis of the utility’s monthly peak demand.  Therefore, in allocating the COP to the class it is necessary to know a class’s monthly demands that are coincident with the utility’s monthly peaks and the class energy consumption by TOU period. To do this a load profile model developed by Onario Hydro and the MEU’s in the 1980’s is used.  While the load profile model is based on 1980’s load data research, it has not been updated, and is therefore the most recent available. The load data research coincident demand factors and energy weighting factors are provided in Tables 2-1 and 2-2 for the various customer classes.  These factors should be used in the determination of COP for the customer classes unless a utility has actual data available.
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Table 2-1
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Table 2-2

Approach to Establishing Class Base Distribution Revenue Requirement

The approach presented here is for utilities that do not have load data for their residential, general service and street lighting customer classes.  Utilities that have load information for these classes should use their actual data and include their load data analysis in the evidence to be filed for the first year of the PBR plan.

The base distribution revenue requirement for a customer class is established as follows:

(1) The class revenue at existing rates is determined using the most recent calendar year actual kW and kWh amounts. 

(2) The COP for the customer class is derived by calculating wholesale volumes for the residential, general service and street lighting classes according to the load profile model. This provides calculated demand (kW) and energy (kWh) volumes to be allocated to the customer class. Actual demand data (most recent calendar year kW, kWh and coincidence factor) should be used to determine the large use cost of power.

(3) The class’s base distribution revenue requirement is obtained by subtracting the customer class’s COP determined in (2) from the class revenue at current rates determined in (1).   This ensures class revenue neutrality at existing rates in the unbundling of the distribution and COP revenue streams.    

(4) Adjusting the class’s base distribution revenue requirement (3) to meet the revenue requirement (e.g. for rate of return and transition costs) derives the forecast year’s revenue requirement. The rate of return should be uniformly applied to each customer class. The adjusted revenue requirement of all the utilities’ customer classes should add up to the total utility distribution revenue requirement as determined by PBR. 

(5)
The forecast year’s distribution revenue requirement (4) is then used to set the customer class’s unbundled distribution rates. 

The distribution rate structure for each of the rate classes consists of a monthly service charge plus a distribution energy (kWh) or demand (kW) rate.  The distribution kWh or kW charge reflects the difference in system usage by customers within the same customer class and is designed based on the incremental distribution cost (IDC). 

The IDC used in the rate derivations presented in this chapter is $0.00620/kWh. It is intended to represent the cost of providing the next kWh and includes incremental operating and maintenance expenses, incremental capital investment, incremental financing charges, and system losses. The value was derived in a 1980’s joint Ontario Hydro-MEU study. It is the only value currently available and is recommended for use in developing the distribution kWh or kW rate. 

2.
Residential Rates

Residential service is all service supplied to single-family dwelling units for domestic or household purposes. A distributor may apply residential rates to apartment buildings supplied through one service if there are six or less residential units in the building.

Residential Rate Structure for First Generation PBR Plan

The recommended rate structure for the collection of distribution revenue from residential customers for the first generation PBR plan is a monthly service charge plus a distribution kWh (energy) charge. 

For the recovery of cost of power, a flat energy charge ($/kWh) is recommended prior to market opening. 

Determining the Residential Class Base Revenue Requirement

The base revenue requirement for the residential class is determined by multiplying the annual energy (kWh) sales for the class by the existing energy block rates (Table 2-3).  
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Table 2-3

Determining the Residential Cost of Power

To derive the annual cost of power for the residential class the wholesale demand cost as well as the wholesale energy cost attributable to this class need to be determined. Assuming that utilities do not have class coincident demand information and energy consumption by TOU periods, this is derived using the load data research factors provided in Table 2-1 for class coincident demand and Table 2-2 for class energy weightings.

In calculating the residential demand coincident with the utility peak the residential class monthly energy sales for the most recent calendar year are first restated in kW by dividing the kWh amount by the product of the coincident factor (Table 2-1) times the number of hours in a month (730 hours). The coincident demand (kW) for the TOU periods are then summed (Table 2-4).
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Table 2-4

The residential wholesale energy cost is determined first by taking the residential class kWh sales for the most recent calendar year and adjusting it for the utility distribution system losses (DSL).  The DSL to be applied is the most recent 5-year average loss factor.  For utilities with large use and/or intermediate use customers, the kWh associated with these classes should be removed in the determination of the DSL.  

The energy weighting factors (Table 2-2) are then applied to the kWh amounts that have been adjusted for system losses (Table 2-5) and the amounts are summed for the TOU periods (Table 2-6).  

The kW amounts are multiplied by the appropriate wholesale demand rates to obtain the residential demand wholesale cost and the energy amounts are multiplied by the appropriate wholesale energy rates to obtain the residential energy wholesale cost .
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Table 2-5

(Table 2-7).  The demand and energy wholesale costs are summed to obtain the total residential class COP.

Determining the Residential Distribution Revenue Requirement

Subtracting the class COP from the total residential class revenue requirement (Table 2-8) provides the residential base distribution revenue requirement.  At this point the base revenue requirement can be adjusted to meet the residential revenue requirement if needed.

Table 2-6
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Table 2-7
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Table 2-8

Designing the Residential Rates

In designing the residential rates the distribution kWh rate is developed first.  The distribution kWh rate is intended to cover the residential incremental distribution cost (IDC).  Once the residential distribution kWh rate has been derived, a monthly distribution service charge is designed that will generate the remaining residential distribution revenue requirement.

Residential Distribution Energy (kWh) Rate

Because the distribution kWh rate is intended to recover the IDC, this amount must first be determined. The IDC was determined to be $0.00620/kWh in a 1980’s study conducted by Ontario Hydro-MEU.  This is the only value currently available and is the value recommended for use in developing the residential distribution kWh rate.

This value includes system losses. Since system losses are included in the COP energy charge, this component of the IDC needs to be removed in order to develop distribution rates net of system losses.  To do this, the utility’s 5-year average loss factor should be applied to the IDC.  This provides the residential distribution kWh rate.

An example of the distribution demand rate derivation is provided in Table 2-9.
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Table 2-9

Residential Monthly Distribution Service Charge

To determine the monthly distribution service charge, the revenue generated from the distribution kWh rate is subtracted from the residential revenue requirement.  The remaining amount is divided by the number of residential customers and then by 12 to obtain the per customer monthly service charge (Table 2-10).

Residential COP Energy (kWh) Rate

To derive the energy rate, the residential class annual COP is divided by the most recent calendar year annual residential energy (kWh) consumption (Table 2-10).
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Table 2-10

Upon retail access, the customers new energy bill will be based on the new settlement system. The DSL charge will be the customers’ energy usage times the utility’s most recent five-year average annual DSL (adjusted for large use DSL) multiplied by the appropriate rate as determined by the new settlement system.

Residential TOU Rates

Given that retail TOU rates are related to wholesale price signals, the residential TOU rates will only apply to the COP.

To derive the TOU energy rates, the COP for each TOU period is first determined.  The demand and energy costs for the winter peak and summer peak periods are summed to obtain the total wholesale costs for these two periods.  Only energy costs apply to the off-peak periods; therefore, these costs make up the total costs for the off-peak periods.  The total wholesale costs within each of the TOU periods are then divided by the respective energy sales to obtain the residential TOU rates (Table 2-11).
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Table 2-11
3.
General Service Rates

All services supplied to premises other than those classified as residential, sentinel lighting, street lighting, large use or intermediate use are classified as general service.

General Service Rate Structure for First Generation PBR Plan

General Service Customers with Demand Meters

The recommended rate structure for the collection of the distribution revenue requirement from general service customer class with demand meters is a monthly service charge plus a distribution demand (kW) rate. The distribution kW rate is designed to recover the incremental distribution cost.   

The transformation allowance for customers who own their own transformation facilities for service < 115 kV will remain at the current level of $0.60/kW.

For the recovery of cost of power, a flat demand ($/kW) and a flat energy rate ($/kWh) are recommended. 

General Service Customers without Demand Meters

For general service customers without demand meters, the recommended rate structure is a monthly service charge plus a distribution kWh rate with the distribution kWh rate designed to collect the incremental distribution cost.

Determining the General Service Class Base Revenue Requirement

The base revenue requirement for the general service class is determined by multiplying the annual energy (kWh) sales for the class by the existing appropriate energy block rates (Table 3-1).
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Table 3-1

Determining the Cost of Power

To determine the general service COP the same procedure used to determine the residential COP is followed.

To derive the annual COP for the general service class the wholesale demand cost as well as the wholesale energy cost attributable to this class need to be determined. Assuming that utilities do not have class coincident demand information and energy consumption by TOU periods, this is derived using the load data research factors provided in Table 2-1 for class coincident demand and Table 2-2 for class energy weightings.

In calculating the general service demand coincident with the utility peak the general service monthly energy sales for the last calendar year are restated in kW by dividing the kWh amount by the product of the coincident factor (Table 2-1) times the number of hours in a month (730 hours). The coincident demands (kW) are then summed for the TOU periods (Table 2-4).

The general service wholesale energy cost is determined by taking the general service kWh sales and adjusting it for utility system losses (Table 2-5). The DSL to be applied is the most recent 5-year average loss factor.  For utilities with large use and/or intermediate use customers, the kWh associated with these classes should be removed in the determination of the DSL.  

The energy weighting factors (Table 2-2) are then applied to the wholesale kWh amounts, and these amounts are summed for the TOU periods (Table 2-6).  

The kW amounts are multiplied by the appropriate wholesale demand rates (e.g. <115 kV, at 115 kV) to obtain the general service demand wholesale cost and the energy amounts are multiplied by the appropriate wholesale energy rates to obtain the general service energy wholesale cost (Table 3-2).  The demand and energy wholesale costs are added to obtain the total general service class COP.
Table 3-2
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Subtracting the class cost of power from the general service revenue requirement (Table 3-3) provides the base distribution revenue requirement.  At this point, the base distribution revenue requirement can be adjusted to meet the forecast year’s general service revenue requirement if needed.
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Table 3-3

Designing the General Service Rates

In designing the general service rates the distribution demand (kW) rate is developed first.  The distribution kW rate is intended to cover the general service incremental distribution costs (IDC). Once the general service distribution kW rate has been derived, a monthly distribution service charge is designed that will generate the remaining distribution revenue requirement.

General Service Distribution Demand (kW) Rate

Because the distribution demand rate is intended to recover the IDC, this amount must first be determined. The incremental distribution cost was determined to be 0.00620/kWh in a 1980’s study conducted by Ontario Hydro-MEU.  This is the only value currently available and is the value recommended for use in developing the distribution demand rate.

This value includes system losses. Since system losses are included in the COP energy charge, this component of the IDC needs to be removed in order to develop distribution rates net of system losses.  To do this, the utility’s 5-year average loss factor should be applied to the IDC.  This provides a $/kWh IDC rate.  However, a $/kW rate is required.

To convert the kWh rate to a kW rate, the adjusted IDC is first multiplied by the utility’s kWh general service class sales for the most recent calendar year to obtain the IDC revenue requirement.  The IDC revenue requirement is then divided by the general service kW sales to obtain a kW rate. 

An example of the distribution demand rate derivation is provided in Table 3-4.

Table 3-4
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For general service customers without a demand meter, the variable distribution rate ($/kWh) is the distribution energy rate.

General Service Monthly Distribution Service Charge

To determine the monthly distribution service charge the revenue generated from the distribution kW rate is subtracted from the general service revenue requirement (Table 3-5).  The remaining amount is divided by the number of general service customers and then by 12 to obtain a per customer monthly service charge.
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Table 3-5

General Service Cost of Power Rates

To determine the cost of power demand (kW) and energy (kWh) rates the wholesale volumes are allocated to the general service class using the weightings provided earlier to determine the demand and energy wholesale costs. The demand wholesale cost is then divided by the kW sales to derive a COP $/kW rate.  The energy cost is divided by the class’s energy sales to derive a COP $/kWh rate.  An illustration is presented in Table 3-6.

Table 3-6
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Upon retail access, the customers new energy bill will be based on the new settlement system. The DSL charge will be the customer’s energy usage times the utility’s most recent five-year average annual system loss (adjusted for large use DSL) multiplied by the applicable rate as determined by the new settlements system.

General Service TOU Rates

Given that retail TOU rates are related to wholesale price signals, the general service TOU rates will only apply to the COP.

To determine the TOU demand rates, the demand cost within each of the winter and summer peak periods are divided by the respective demand sales (Table 3-7).

Likewise to derive the TOU energy rates, the energy costs within each of the TOU periods are divided by the respective energy sales (Table 3-7).
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Table 3-7

4.
STREET LIGHTING RATES

Street Lighting Rate Structure for First Generation PBR Plan

The recommended rate structure for the collection of distribution revenue requirement from street lighting is similar to the general service rate structure with a monthly distribution service charge plus a distribution demand (kW) rate.  The distribution kW rate is designed to recover the incremental distribution cost.

Prior to retail access the COP will be recovered through a flat demand rate ($/kW) and a flat energy rate ($/kWh).

Determining the Street Lighting Class Revenue Requirement

The base revenue requirement for the street lighting class is determined by multiplying the most recent calendar year’s annual kW amounts by the existing demand rates (Table 4-1).
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Table 4-1

Determining the Street Lighting Cost of Power

To determine the street lighting COP the same procedure used to determine the residential and general service COP is followed.

To derive the annual COP for the street lighting class the wholesale demand cost as well as the wholesale energy cost attributable to this class need to be determined. Assuming that utilities do not have class coincident demand information and energy consumption by TOU periods, this is derived using the load data research factors provided in Table 2-1 for class coincident demand and Table 2-2 for class energy weightings.

In calculating the street lighting demand coincident with the utility peak the street lighting monthly energy sales are restated in kW by dividing the kWh amount by the product of the coincident factor times the number of hours in a month (730 hours). The kW amounts are then summed for the TOU periods (Table 2-4).   

The street lighting wholesale energy cost is determined by taking the street lighting kWh sales and adjusting it for utility system losses (Table 2-5). The DSL to be applied is the most recent 5-year average loss factor.  For utilities with large use and/or intermediate use customers, the kWh associated with these classes should be removed in the determination of the DSL.  

The energy weighting factors (Table 2-2) are then applied to the wholesale kWh amounts, and these amounts are summed for the TOU periods (Table 2-6).  

The kW amounts are multiplied by the appropriate wholesale demand rates to obtain the street lighting demand wholesale cost, and the energy amounts are multiplied by the appropriate wholesale energy rates to obtain the street lighting energy wholesale cost (Table 4-2).  The demand and energy wholesale costs are added to obtain the total general service class COP.
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Table 4-2

Subtracting the class cost of power from the street lighting class revenue requirement provides the base distribution revenue requirement (Table 4-3).  At this point, the base distribution revenue requirement can be adjusted to meet the forecast year’s street lighting requirement if needed.

Table 4-3
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Designing the Street Lighting Rates

In designing the street lighting rates the distribution demand (kW) rate is developed first.  The distribution kW rate is intended to cover the street lighting incremental distribution costs (IDC). Once the street lighting distribution kW rate has been derived, a monthly distribution service charge is designed that will generate the remaining distribution revenue requirement.

Street Lighting Distribution Demand (kW) Rate

Because the distribution demand rate is intended to recover the IDC, this amount must first be determined. The incremental distribution cost was determined to be 0.00620/kWh in a 1980’s study conducted by Ontario Hydro-MEU.  Since it is the only value currently available, it is recommended for use in developing the distribution demand rate.

This value includes system losses. Since system losses are included in the energy charge, this component of the IDC needs to be removed in order to develop distribution rates net of system losses.  To do this, the utility’s loss factor (adjusted for large use DSL) should be applied to the IDC.  This provides a $/kWh IDC rate.  However, a $/kW rate is required.

To convert the kWh rate to a kW rate, the adjusted IDC is first multiplied by the utility’s kWh for the street lighting class to obtain the IDC revenue requirement.  Since street lighting is not metered the assumed hours-use for the TOU periods is used to restate the connected load into kWh (Table 4-4).  The IDC revenue requirement is then divided by the kW sales to obtain a kW rate. 
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Table 4-4

An example of the distribution demand rate derivation is provided in Table 4-5.

Table 4-5
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Street Lighting Monthly Distribution Service Charge

To determine the monthly distribution service charge the revenue generated from the distribution kW rate is subtracted from the street lighting revenue requirement (Table 4-6).  The remaining amount is divided by the number of street lighting customers and then by 12 to obtain a per customer monthly service charge.

Table 4-6
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Street Lighting Cost of Power Rates

To determine the cost of power demand (kW) rates the wholesale volumes are allocated to the street lighting class using the weightings provided earlier to determine the demand and energy wholesale costs. The demand wholesale cost is then divided by the kW sales to derive a COP $/kW rate.  The energy cost is divided by the class’s energy sales to derive a COP $/kWh rate.  An illustration is presented for TOU rates in Table 4-7.

Upon retail access, the customers new energy bill will be based on the new settlement system. The DSL charge will be the customer’s energy usage times the utility’s five-year average annual DSL multiplied by the appropriate rate as determined by the new settlements system.

5.
LARGE USE RATES

Derivation of Existing Large Use Rates

Large use rates apply to customers with average monthly load in excess of 5,000 kW.  The existing rates were derived by first determining the cost of power for the class.  The existing large use energy rates for the TOU periods are then set at Ontario Hydro’s direct industrial customer class TOU energy rates. The revenues generated by the winter and summer energy rates are netted from the class’s winter and summer cost of power, respectively and the large use demand rates are then developed to generate sufficient revenue to meet the residual cost of power.  The demand rates derived based on the cost of power are adjusted for (a) the diversity adjustment and (b) a transformation adjustment.  

Table 4-7
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Ontario Hydro applied direct industrial energy rates to the large use class in an attempt to minimize the difference between the direct industrial and large use rates.  The direct industrial customers are Ontario Hydro’s customers with average monthly demand > 5,000 kW.  In addition, the diversity adjustment for MEU large use customers was introduced by Ontario Hydro in 1989, to further reduce the differential between utility large use rates and Ontario Hydro direct industrial rates.  While referred to as a “diversity” adjustment, the adjustment is not related to peak demand diversity between these customer classes but is an adjustment made to the large use demand rates to minimize the differential between the direct industrial and large use demand rates.  The adjustment is credited by Ontario Hydro to the MEU’s with large use customers on their wholesale bills while the cost associated with the adjustment is allocated to Ontario Hydro’s direct industrial class.  

The transformation adjustment recovers the cost of transformation losses estimated to be at 1% of the demand component of the cost of power.

The distribution revenue requirement is generated through a local cost component incorporated into the demand rate through a local cost adjustment.  This adjustment adds a percentage of the total large use COP to the demand rate for the recovery of distribution costs and line losses.

Large Use Rate Structure for First Generation PBR Plan

The recommended rate structure for the recovery of large use distribution costs is a monthly service charge plus a distribution kW ($/kW) rate.  The distribution demand rate will be based on the system IDC.

The transformation allowance for customers who own their own transformation facilities for service < 115 kV will remain at the current level of $0.60/kW. 

Prior to retail access, the COP will be recovered through TOU demand ($/kW) and energy  ($/kWh) rates and the diversity adjustment will apply.

Determining the Large Use Class Revenue Requirement

The class revenue requirement at existing rates is determined by multiplying the most recent calendar year annual demand (kW) sales and energy (kWh) sales within each TOU period by the appropriate existing large use rates (Table 5-1).  

Table 5-1
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Determining the Large Use Cost of Power

In determining the large use demand COP the actual coincident demand amounts for the most recent calendar year are used.  The large use demands are multiplied by the actual coincident factors to obtain the coincident demands (Table 5-2).  

The large use wholesale energy cost is determined by taking the actual large use kWh sales for the most recent calendar year and adjusting it for utility system losses (Table 5-2).  The DSL to be applied to the large use kWh is 1%. 

The kW amounts are multiplied by the appropriate wholesale demand rates to obtain the large use demand wholesale cost and the energy amounts are multiplied by the appropriate wholesale energy rates to obtain the large use energy wholesale cost (Table 5-2).  The demand and energy wholesale costs are added to obtain the total large use class COP.

Table 5-2
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Subtracting the class cost of power from the large use class revenue requirement (Table 5-3) provides the base distribution revenue requirement.  At this point, the base distribution revenue requirement can be adjusted to meet the forecast year’s large use revenue requirement if needed.

[image: image31.wmf]   LARGE USE MONTHLY SERVICE CHARGE

Distribution 

Revenue

Variable 

Revenue

Service 

Charge 

Revenue

# of 

Customers

Monthly 

Service 

Charge 

per 

Customer 

$

(a)

(b)

(c) = (a)-(b)

(d)

((c)/(d))/12

Monthly 

Service 

Charge

230,167

199,949

  

 

30,218

1

2,518

      

 


Table 5-3

Designing the Large Use Rates

In designing the large use rates the distribution demand (kW) rate is developed first.  The distribution kW rate is intended to cover the large use IDC. Once the large use distribution kW rate has been derived, a monthly distribution service charge is designed that will generate the remaining distribution revenue requirement.

Large Distribution Demand (kW) Rate

Because the distribution demand rate is intended to recover the IDC, this amount must first be determined. The incremental distribution cost was determined to be 0.00620/kWh in a 1980’s study conducted by Ontario Hydro-MEU.  This is the only value currently available and is the value recommended for use in developing the distribution demand rate.

The IDC value includes system losses. Since system losses are included in the energy charge, this component of the IDC needs to be removed in order to develop distribution rates net of DSL.  To do this, the utility’s loss factor should be applied to the IDC.  This provides a $/kWh IDC rate.  However, a $/kW rate is required.

To convert the kWh rate to a kW rate, the adjusted IDC is first multiplied by the utility’s kWh sales for the large use class to obtain the IDC revenue requirement.  The IDC revenue requirement is then divided by the large use kW sales to obtain a kW rate. 

An example of the distribution demand rate derivation is provided in Table 5-4.
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556,047

       

 

406,531

      

 

851,666

         

 

463,379

       

 

697,608

      

 

317,044

       

 

(d) kW Sales

51,435

         

 

51,342

        

 

(e) kWh Sales (adjusted for line losses)

13,846,203

    

 

13,695,265

  

 

13,731,628

 

 

13,357,675

  

 

(f)  kW Rate (c)/(d)

10.81

          

 

7.92

            

 

(g)  kWh Rate (c)/(e)

0.0615

          

 

0.0338

         

 

0.0508

        

 

0.0237

         

 


Table 5-4

Large Use Monthly Distribution Service Charge

To determine the monthly large use distribution service charge the revenue generated from the distribution kW rate is subtracted from the large use revenue requirement (Table 5-5).  The remaining amount is divided by the number of large use customers and then by 12 to obtain a per customer monthly service charge.

Table 5-5

Large Use Cost of Power Rates

To determine the large use cost of power demand (kW) and energy (kWh) rates the wholesale volumes are allocated to the large use class using the weightings provided earlier to determine the demand and energy wholesale costs. The demand wholesale cost is then divided by the kW sales to derive a COP $/kW rate.  The energy cost is divided by the class’s energy sales to derive a COP $/kWh rate.  An illustration is presented in Table 5-6.

Table 5-6


While the diversity adjustment is still in effect the demand rates derived in Table 5-6 are subjected to this adjustment.  Since the diversity adjustment will only continue to be in effect for a relatively short period, and to simplify the rate setting process, it is recommended that the utilities apply their current diversity adjustment rates. The diversity adjustment rates must be removed when retail access is introduced.

Upon retail access, the customers’ new energy bill will be based on the new settlement system.  The DSL charge will be the customer’s energy usage times 1% multiplied by the weighted average market spot price.  The transformation adjustment should be recalculated based on the new demand COP. 

6.
Intermediate Use Rates

Derivation of Existing Intermediate Use Rates

The intermediate use customers are a subset of the general service class with an average monthly demand > 3,000 kW and load factors that significantly affect the rates of the remaining general service class customers.  These customers are removed from the general service class and have rates fashioned after the large use rate design.  The difference from the large use rates is that the energy rates are not set at the direct industrial energy rates and the diversity adjustment does not apply to their demand rates.  As such there is no attempt at equalizing the intermediate rates with the direct industrial rates.

Derivation of Unbundled Intermediate Use Rates

For those distributors that currently have intermediate use customers, with the exception of the diversity adjustment, the method described for the large use determination of the distribution revenue requirement and the distribution and COP rates should be used to develop the unbundled rates.

7.
Rental Rates

Some distributors currently have rental programs that are to date, considered to be regulated services within the monopoly business (e.g. water heater, sentinel lights) as per Ontario Hydro’s regulatory oversight.  The Board has yet to determine whether these services will be considered to be the distributors’ business or a competitive business.  If the affiliate code allows the distributors to carry on with this activity, then distribution utilities that currently have water heater and/or sentinel light rental rates must provide justification of the level of the rental rates in the context of overall earnings.   The justification must demonstrate that the program revenue, at minimum, covers all costs associated with the program. 

Pole rental rates will remain at the existing level.

8.
Load Control Discount
The load control discount currently offered by utilities is based on a utility’s wholesale bill savings resulting from load control. The savings are a result of shifting demand off the utility’s peak thus reducing the utility’s wholesale demand cost.   The distributors load control is generally limited to water heater load control.   Part of the utility’s savings resulting from water heater load control is given to the customer participating in the load control program through discount on the water heater rental charge. 

Since existing distributors’ load control programs are related to the COP rather than demand on the distribution systems, upon retail access, load control discount will no longer apply to the distributors’ business.   However, upon retail access a distributor could sell load control service to a customer that has a load control contract with a retailer. In justifying the load control rates the utility would have to demonstrate full cost recovery on the program. 

9.
Miscellaneous/Specific Service Charges

Miscellaneous, or, specific service charges are charges for services that are not included in a distributor’s standard of service.  While all utilities must at minimum include all services related to the distributor’s core function in maintaining and operating the distribution system, there are some extra services it may or may not choose to include in its standard of service. Some of the services for which the distributors are currently recovering costs through specific services are arrears certificates, account setup, remote metering, and non-payment of account charges.

The level of these charges will be held at their current levels.  If a change in the level of a specific service charge is sought, the distributor will need to provide cost justification for the adjustment.

10.
Rural or Remote Rate Protection

Rural or remote rate protection will be administered according to the regulation made under the Ontario Energy Board Act, 1998.
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     LARGE USE REVENUE REQUIREMENT AT EXISTING RATES







Forecast Sales 







 Rate







Revenue 







Requirement at 







Existing Rates







kW







$/kW







$







Winter Peak







51,435







18.66







959,777







            







 







Summer Peak







51,342







           







 







11.31







580,543







            







 







kWh







$/kWh







$







Winter Peak







13,846,203







    







 







0.0463







641,079







            







 







Winter Off-Peak







13,695,265







    







 







0.0342







468,378







            







 







Summer Peak







13,731,628







    







 







0.0402







552,011







            







 







Summer Off-Peak







13,357,675







    







 







0.0235







313,905







            







 







Total







3,515,694







         







 












