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Dear Ms. Walli:
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2019 Electricity Distribution Rate Application (EB-2018-0044)

Hydro Ottawa Limited (“Hydro Ottawa”) hereby submits an application (“Application”)
seeking the Ontario Energy Board’s (“OEB”) approval for proposed electricity distribution
rates and other charges, effective January 1, 2019.

This Application represents Hydro Ottawa'’s third annual rate adjustment under its five-year
Custom Incentive Rate-setting (“Custom IR”) plan. Hydro Ottawa’'s Custom IR plan was
approved in December 2015, pursuant to an Approved Settlement Agreement reached
with intervenor parties and the OEB’s Decision and Rate Order in EB-2015-0004. Hydro
Ottawa’s pole attachment charge was approved in a subsequent OEB Decision and Rate
Order in February 2016. The adjustments to Hydro Ottawa’s rates and other charges set
forth in this Application are wholly consistent with the Approved Settlement Agreement and
the OEB’s Decisions.

Hydro Ottawa has filed the Application and supporting materials via the OEB’s Regulatory
Electronic Submission System (“RESS”). In addition, two (2) hard copies of the
Application will follow via courier.

Please do not hesitate to contact me if you require anything further.

Yours sincerely,
Original signed by Gregory Van Dusen
Gregory Van Dusen

Director, Regulatory Affairs
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Ottawa, Ontario K1G 3S4

www.hydroottawa.com



http://www.hydroottawa.com/
http://www.twitter.com/hydroottawa
http://www.facebook.com/hydroottawa
http://www.linkedin.com/company/hydro-ottawa
http://www.youtube.com/hydroottawalimited

EB-2018-0044

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

AND IN THE MATTER OF an Application by Hydro Ottawa
Limited to the Ontario Energy Board for an Order or Orders
approving or fixing just and reasonable rates and other charges
for the distribution of electricity effective January 1, 2019.

HYDRO OTTAWA LIMITED

2019 RATE APPLICATION UNDER BOARD-APPROVED CUSTOM INCENTIVE RATE-
SETTING PLAN FOR 2016-2020

FILED: AUGUST 13, 2018

Applicant

Hydro Ottawa Limited

3025 Albion Road North, P.O. Box 8700
Ottawa, Ontario

K1G 354

Gregory Van Dusen

Director, Regulatory Affairs

Tel: (613) 738-5499 ext. 7472

Email: gregoryvandusen@hydroottawa.com ; requlatoryaffairs@hydroottawa.com



mailto:gregoryvandusen@hydroottawa.com
mailto:regulatoryaffairs@hydroottawa.com

TABLE OF CONTENTS

Exhibit Tab

1 Administration
1 Table of Contents
Abbreviations and
Defined Terms

2 Executive Summary

Alignment with RRFE

3 Administration

4 Applicant Overview

5 Customer Engagement

6 Financial Information

2 Rate Base

1 Rate Base Overview

Schedule Contents

Hydro Ottawa Limited

Table of Contents
Abbreviations and Defined Terms
Executive Summary

Alignment with RRFE

Application and Approval Sought
OEB Directives from Previous Board
Decisions and/or Orders

Notice of Application

Distribution System Overview
Hydro Ottawa Service Territory Map Att 1-4-A

Customer Engagement

Materiality Threshold
Accounting Orders

Rate Base

EB-2018-0044
Exhibit 1

Tab 1
Schedule 1
ORIGINAL
10f5

Attachment



TABLE OF CONTENTS

Exhibit Tab

2 Rate Base (Cont'd)

2 Gross Assets

3 Allowance for Working
Capital

3 Operating Revenue

1 Load and Revenue
Forecasts

2 Other Revenue

4 Operating Expenses

1 Operating Expenses
Overview

2 Operating Maintenance
and Administration
Expense

3 Depreciation,
Amortization and
Disposal

4 Taxes or Payments in
Lieu of Taxes

Schedule Contents

Hydro Ottawa Limited

Gross Assets - Property Plant and
Equipment and Accumulated
Depreciation

Working Capital Requirement

Load Forecast

Other Revenue

Operating Expenses - Summary

Operating, Maintenance and
Administration Expense

Appendix 2-JA

Depreciation, Amortization and
Disposal

Taxes or Payments in Lieu of Taxes

2019 PILS Workform Att 4-4-A

EB-2018-0044
Exhibit 1

Tab 1
Schedule 1
ORIGINAL
20f5

Attachment



Hydro Ottawa Limited
EB-2018-0044
Exhibit 1

Tab 1

Schedule 1
ORIGINAL

30of5

TABLE OF CONTENTS

Exhibit Tab Schedule Contents Attachment

5 Cost of Capital and Capital Structure

1 Cost of Capital and
Capital Structure
1 Cost of Capital and Capital Structure

Appendix 2-OA
Appendix 2-OB

6 Calculation of Revenue Deficiency or Sufficiency

1 Calculation of Revenue
Deficiency or Sufficiency

1 Calculation of Revenue Deficiency
or Sufficiency
2019 Revenue Requirement

Workform Att6-1-A
7 Cost Allocation
1 Cost Allocation Study
Requirements
1 Cost Allocation
2019 Cost Allocation Model Att 7-1-A

Cost Allocation and Rate Design Att 7-1-B
8 Rate Design

1 Fixed / Variable
Proportion
1 Fixed/Variable Proportion



TABLE OF CONTENTS

Exhibit Tab

8 Rate Design (cont'd)

2 Policy Consultation

3 Retail Transmission
Service Rates

4 Retail Service Charges

5 Wholesale Market
Service Rates and
Charges

6 Smart Metering Charge

7 Specific Service Charges

8 Low Voltage Service
Rates

9 Loss Adjustment Factors

Schedule Contents

Rate Design Policy Consultation

Rate Design Policy For Residential
Customers

Retail Transmission Service Rates
2019 RTSR Workform

Retail Service Charges

Wholesale Market Service Rates
and Charges

Smart Metering Charge

Specific Service Charges

Proposed Dry Core Transformer
Charges

Low Voltage Service Rates

Loss Adjustment Factors

Hydro Ottawa Limited
EB-2018-0044

Exhibit 1
Tab 1

Schedule 1
ORIGINAL

Attachment

Att 8-2-A

Att 8-3-A

Att 8-7-A

40of5



TABLE OF CONTENTS

Exhibit Tab

8 Rate Design (cont'd)

10 Tariffs of Rates and
Charges

11 Revenue Reconciliation

12 Bill Impact Information

9 Deferral and Variance Accounts

1 Status of Deferral and
Variance Accounts

2 Disposition of Deferral
and Variance Accounts

Schedule Contents

Hydro Ottawa Limited
EB-2018-0044

Current and Proposed Tariff of
Rates and Charges
Tariff of Rates and Charges and Bill

Att 8-10-A
Impacts

Revenue per Rate Class under
Current and Proposed Rates
Revenue per Rate Class under

Proposed Rates Att 8-11-A

Bill Impact Information

Current Deferral and Variance
Accounts

2019 DVA Workform

New Deferral and Variance
Accounts

Att 9-1-A

Disposition of Deferral and Variance
Accounts

GA Analysis Workform

GA Appendix A

Account 1595 Workform

Att 9-2-A
Att 9-2-B
Att 9-2-C

Exhibit 1
Tab 1
Schedule 1
ORIGINAL
50f5

Attachment



© 00 N o o A W N PP

W W RN NNMNDMNDNDDNDNDNDNDNERERER PP P P P P PP
R O © ©® N o O B W NEP O © 0~N O Ol M W N PP O

Hydro Ottawa Limited

EB-2018-0044

/ET'IVdrOOttawa Exhibit 1
Tab 1

Schedule 2

ORIGINAL

Page 1 of 4

ABBREVIATIONS AND DEFINED TERMS

1.0 ABBREVIATIONS

Abbreviations that are in bolded font will be used throughout the Hydro Ottawa Limited

Application and will not be redefined at the start of each exhibit.

“2018 rate adjustment application” — 2018 Hydro Ottawa Limited Electricity
“Allstream” — Allstream Inc.

“APH” — Accounting Procedures Handbook

“Application” — 2019 Hydro Ottawa Limited Electricity Distribution Rate
Application (EB-2018-0044)

“Approved Settlement Agreement” — Amended September 18, 2015 Settlement
Proposal; Originally Filed September 18, 2015; Refiled December 7, 2015;
Approved December 22, 2015 (EB-2015-0004)

“Board” — Ontario Energy Board

“Carriers” — Allstream Inc., Quebecor Media, Rogers Communication Partnership, and
TELUS Communications Inc.

“CBR” — Capacity Based Recovery

“CCA” — Capital Cost Allowance

“CCC” — Consumers Council of Canada

“CCRA” — Connection Cost Recovery Agreement

“CDM” — Conservation and Demand Management

“CGAAP” — Canadian Generally Accepted Accounting Principles

“CIR” — Custom Incentive Rate-setting

“CLD” — Coalition of Large Distributors

“Custom IR” — Custom Incentive Rate-setting

“Custom IR Application” —2016-2020 Hydro Ottawa Limited Custom Incentive
Rate-setting Application (EB-2015-0004)

“DCB” — Distributor-Consolidated Billing monthly charge

“Decision” — Ontario Energy Board Decision and Rate Order (EB-2015-0004), Hydro
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Ottawa Limited, issued December 22, 2015

“DRC” — Debt Retirement Charge

“DSP” — Distribution System Plan

“DVA” — Deferral and Variance Account

“EAM” — Efficiency Adjustment Mechanism

“EDDVAR Report” — Report of the Board on Electricity Distributors’ Deferral and
Variance Account Review Initiative (EB-2008-0046), issued July 31, 2009

“Energy Probe” — Energy Probe Research Foundation

“ERF” — Energy Resource Facility

“ESM” — Earnings Sharing Mechanism

“Filing Requirements” — Ontario Energy Board’s Chapter 2 Filing Requirements for
Electricity Distribution Rate Applications, issued July 20, 2017

“GA” — Global Adjustment

“GS” — General Service

“GS >50kW” — General Service with average monthly demand greater than 50 Kilowatts
“GS <50kW” — General Service with average monthly demand less than 50 Kilowatts
“Guideline” — Ontario Energy Board Guideline G-2008-0001 Electricity Distribution Retail
Transmission Service Rates

“HOL” — Hydro Ottawa Limited

“Hydro One” — Hydro One Networks Inc.

“Hydro Ottawa” — Hydro Ottawa Limited

“IESO” — Independent Electricity System Operator

“IFRS” — International Financial Reporting Standards

“IRM” — Incentive Regulation Mechanism

“KPI" — Key Performance Indicators

“kV” — Kilovolt

“kW” — Kilowatt

“kWh” — Kilowatt hour

“LRAM” — Lost Revenue Adjustment Mechanism

“LRAMVA" — Lost Revenue Adjustment Mechanism Variance Account

“LV” — Low Voltage
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“MIFRS” — Modified International Financial Reporting Standards

“MWh” — Megawatt hour

“OCEB” — Ontario Clean Energy Benefit

“OEB” - Ontario Energy Board

“OEB Act” — Ontario Energy Board Act, 1998 (as amended)

“OESP” — Ontario Electricity Support Program

“OM&A” — Operating, Maintenance and Administration

“PA” — Pole Attachments

“Parties” — Parties to the Amended September 18, 2015 Settlement Proposal; Originally
Filed September 18, 2015; Refiled December 7, 2015; Approved December 22, 2015
(EB-2015-0004). These Parties consist of Hydro Ottawa Limited, Consumers Council of
Canada, Energy Probe Research Foundation, School Energy Coalition, and Vulnerable
Energy Consumers Coalition.

“PAWG” — Pole Attachment Working Group

“PILS” — Payments in Lieu of Taxes

“PLCC” — Peak Load Carrying Capability

“Pole Attachment Decision” — Ontario Energy Board Decision and Rate Order on
Pole Attachment Charge (EB-2015-0004), issued February 25, 2016

“P&OPEB” — Pension and other Post-Employment Benefit

“PP&E” — Property, Plant and Equipment

“Quebecor” — Quebecor Media

“RCB” — Retailer-Consolidated Billing monthly credit

“RCVA” — Retalil Cost Variance Account

“ROE” — Return on Equity

“Rogers” — Rogers Communications Partnership

“RPP” — Regulated Price Plan

“RRFE Report” — Report of the Board — Renewed Regulatory Framework for Electricity
Distributors: A Performance-Based Approach, issued October 18, 2012

“RRFE” — Renewed Regulatory Framework for Electricity Distributors

“RRR” — Reporting and Record Keeping Requirements

“RRRP” — Rural or Remote Rate Protection
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“RSVA” — Retail Settlement Variance Account
“RTSR” — Retail Transmission Service Rate

“SAIDI” — System Average Interruption Duration Index
“SAIFI” — System Average Interruption Frequency Index
“SEC” — School Energy Coalition

“SIA” — Sustainable Infrastructure Alliance of Ontario
“SMC” — Smart Metering Charge

“STR” — Service Transaction Requests

“TELUS” — TELUS Communications Inc.

“TOC” — Transformer Ownership Credit

“UTR” — Uniform Transmission Rate

“USL” — Unmetered Scattered Load

“USofA” — Uniform System of Accounts

“VECC” — Vulnerable Energy Consumers Coalition
“WCA” — Working Capital Allowance

“WMP” — Wholesale Market Participant

“WMS” — Wholesale Market Service

“WMSR” — Wholesale Market Service Rate

“I cust” — per customer

“I retailer” — per retailer

2.0 DEFINED TERMS

“Capital expenditure” is the amount spent on a capital project/program in a given year.
“Capital additions” are the amounts that are capitalized for the project/program in a given
year and are equal to the sum of the capital expenditures in the year plus the
construction work in progress from the previous year minus the construction work in

progress for the given year minus any deletions in the year.
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EXECUTIVE SUMMARY

1.0 INTRODUCTION

The Applicant, Hydro Ottawa Limited (“Hydro Ottawa” or “HOL"), is a corporation
incorporated pursuant to the Business Corporation Act (Ontario) and is licensed under
Ontario Energy Board (“OEB” or “Board”) Electricity Distributor License No. ED-2002-
0556. As of the end of 2017, Hydro Ottawa distributed electricity to approximately

332,000 customers within the City of Ottawa and the Village of Casselman.

By way of this application, Hydro Ottawa is seeking OEB approval of its proposed
distribution rates and other charges, effective January 1, 2019. This 2019 Rate
Application (“Application”) represents Hydro Ottawa’s third annual rate adjustment under
its five-year Custom Incentive Rate-setting (“Custom IR” or “CIR”) plan. The
adjustments to Hydro Ottawa’s rates and other charges set forth herein are consistent
with the Approved Settlement Agreement, the OEB’s Decision and Rate Order in EB-
2015-0084 issued on December 22, 2015, and the OEB’s Decision and Rate Order on
Pole Attachment Charge in EB-2015-0084 issued on February 25, 2016.

The OEB articulated its policies and practices regarding the Custom IR rate-setting
method in its 2012 report entitted Renewed Regulatory Framework for Electricity
Distributors: A Performance-Based Approach (“RRFE Report”). The RRFE Report
states that, under the Custom IR method, “rates are set based on a five year forecast of
a distributor’s revenue requirement and sales volumes.”* In addition, the RRFE Report
stipulates that “the specifics of how the costs approved by the Board will be recovered
through rates over the term will be determined in individual rate applications...” and that
“[tlhis rate-setting method is intended to be customized to fit the specific applicant’s

circumstances.”?

! RRFE Report, p. 18.
% Ibid, pp. 18-19.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Under Hydro Ottawa’s approved Custom IR plan, its capital spending and operating
expenses have been set for a five-year period (2016 to 2020), pursuant to specific
requirements and formulas set forth in the Approved Settlement Agreement. Consistent
with the Approved Settlement Agreement, this Application seeks approval of targeted

adjustments to rates and other charges, effective January 1, 2019.

Both the OEB’s Custom IR method and the Approved Settlement Agreement also
require Hydro Ottawa to submit annual reports on actual amounts of capital spending.®
This reporting requirement does not apply to this Application, as it is a separate
obligation that requires — among other things — the disclosure of spending results from a
full year of the Custom IR period. With the second full year of Hydro Ottawa’s Custom
IR period (2017) having concluded, Hydro Ottawa will submit its second annual report in
2018.

Finally, with regard to the RRFE framework, its expectations and goals will continue to
guide Hydro Ottawa in the execution of the company’s business plans and capital
investment programs over the course of Hydro Ottawa’s Custom IR term. In particular,
Hydro Ottawa views customer engagement as an essential part of doing business and,
as a result, has placed the customer at the centre of everything Hydro Ottawa does by
weighing customer impacts in every decision. This philosophy is reflected in Hydro
Ottawa’s Strategic Direction 2016-2020, which serves as the renewed strategic plan for
the company and which was filed as Attachment 1-2(A) in the company’s 2017 rate

adjustment application.

2.0 BACKGROUND — HYDRO OTTAWA’'S CUSTOM IR APPLICATION & OEB
DECISION
Hydro Ottawa filed a Custom IR Application (EB-2015-0004) with the OEB on April 29,

2015, in which Hydro Ottawa sought approval for changes to the rates that it charges for

® RRFE Report, p. 20; Approved Settlement Agreement, p. 24.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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electricity distribution for a period of five years, to be effective January 1, 2016 through
December 31, 2020.

The following nine parties requested and were granted intervenor status in that

proceeding:*

e Consumers Council of Canada (“CCC");

e Energy Probe Research Foundation (“Energy Probe”);
e School Energy Coalition (“SEC");

e Vulnerable Energy Consumers Coalition (“VECC");

e Sustainable Infrastructure Alliance of Ontario (“SIA");
o Allstream Inc. (“Allstream”);

¢ Quebecor Media (“Quebecor”);

¢ Rogers Communications Partnership (“Rogers”); and
e TELUS Communications Inc. (“TELUS”).

Hydro Ottawa and four intervenors of record (the “Parties”) filed a Settlement Proposal
with the OEB on September 18, 2015.° Subsequent to an oral hearing process, the
Parties filed an amendment to the Settlement Proposal on November 5, 2015, relating to
the treatment of Hydro Ottawa’s working capital allowance. In its Decision on Settlement
Proposal and Procedural Order No. 11 issued November 23, 2015, the OEB accepted
the majority of issues in the amended Settlement Proposal, but did not accept provisions
relating to confidentiality and privilege, and to the treatment of new facilities proposed for

construction.

4 As set out in EB-2015-0004 Procedural Order No. 1, issued June 12, 2015, there were originally 10 parties
who requested and were granted intervenor status. However, one of these parties — an independent
Earticipant — ultimately withdrew.

The four intervenors of record who were parties to the Settlement Proposal, and who remain parties to the
Approved Settlement Agreement, are CCC, Energy Probe, SEC, and VECC. SIA was invited to participate
in the settlement process, but chose not to do so. Allstream, Quebecor, Rogers, and TELUS — collectively,
the “Carriers” — participated only in the discussion of Issue 4.11, related to Access to Power Poles, and did
not participate in the discussion and negotiation of any other issues. The Carriers took no position on any of
the settled items addressed in the Settlement Proposal and are therefore not parties to the Approved
Settlement Agreement. For further details, please see Approved Settlement Agreement, pp. 5-6.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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On December 7, 2015, the Parties filed a second set of amendments to the Settlement
Proposal. This version represented a comprehensive settlement in relation to the terms
of Hydro Ottawa’s Custom IR plan for 2016-2020 on all issues, with the exception of one
item related to a specific service charge called Access to Power Poles, which was the
subject of an oral hearing and which remained outstanding at the time of submittal. In
the December 7, 2015 version of the Settlement Proposal, Parties agreed that all
components of the revenue requirement for 2016-2020 were appropriate, and that the
Custom IR plan provides adequate resources to allow Hydro Ottawa to manage its
assets while satisfying customer preferences and expectations and providing a safe and
reliable electricity distribution service. For each of the years in the Custom IR period,
rates would be effective on January 1, subject to annual adjustments filed by Hydro

Ottawa and the OEB’s approval thereof.

In the amended Settlement Proposal, the Parties agreed that “the limited off-ramps and
adjustments are appropriate in the specific circumstances of the Hydro Ottawa Custom
IR plan...”® The Parties also agreed to three annual adjustment mechanisms: (1) an
asymmetrical Earnings Sharing Mechanism (“ESM”) with no dead band; (2) an
asymmetrical capital variance account for certain capital investments; and (3) an
efficiency adjustment that will operate as a proxy stretch factor if Hydro Ottawa’s

efficiency ranking declines during the Custom IR term.

On December 22, 2015, the OEB issued its Decision and Rate Order (“Decision”) on
Hydro Ottawa’'s Custom IR Application, in which it accepted the December 7, 2015
version of the Settlement Proposal (hereafter referred to as the “Approved Settlement
Agreement”), and approved the rates and charges arising from it. The Decision also set
forth the OEB’s finding that “Hydro Ottawa’s application and the settlement proposal
prepared by the parties meet the expectations of the RRFE for a Custom IR.”” In the
December 22, 2015 Decision, the OEB stated that it would issue a separate decision on

the pole attachment charge in due course.

6 Approved Settlement Agreement, p. 34.
" EB-2015-0004 Hydro Ottawa Limited Decision and Rate Order, December 22, 2015, p. 1.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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On February 25, 2016, the OEB issued a Decision and Rate Order (“Pole Attachment
Decision”) approving a pole attachment charge for Hydro Ottawa of $53.00 per pole per
year, effective January 1, 2016. In its Pole Attachment Decision, the OEB stated that
“[tlhis charge will be fixed, with no annual inflation adjustments, pending the outcome of
the OEB's generic policy review of electricity distributors’ miscellaneous rates and

charges...”®

As noted above, there have previously been two sets of adjustments to the approved
rates under Hydro Ottawa’s five-year rate term. First, on August 15, 2016, Hydro Ottawa
submitted its first annual rate adjustment application under its Custom IR plan. The
application sought approval of proposed distribution rates and other charges, effective
January 1, 2017.° The OEB issued a Decision and Rate Order approving the application
on December 21, 2016.° Thereafter, on August 14, 2017, Hydro Ottawa submitted its
second annual rate adjustment application, seeking approval of proposed distribution
rates and other charges, effective January 1, 2018.* This application was approved by
the OEB in a Decision and Rate Order dated December 14, 2017.

3.0 APPLICATION

Hydro Ottawa hereby submits this Application to the OEB for approval of its proposed
distribution rates and other charges, effective January 1, 2019. This Application is
submitted pursuant to section 78 of the Ontario Energy Board Act, 1998 (the “OEB Act”),
the Decision of the OEB regarding Hydro Ottawa’s Custom IR Application, and relevant
OEB guidelines and requirements. In particular, the preparation of this Application has

been guided by the Chapter 2 Filing Requirements For Electricity Distribution Rate

® EB-2015-0004 Hydro Ottawa Limited Decision and Rate Order on Pole Attachment Charge, February 25,
2016, p. 1.

% EB-2016-0084.

10 EB-2016-0084 Hydro Ottawa Limited Decision and Rate Order, December 21, 2016. The OEB released a
corrected version of this Decision and Rate Order on January 17, 2017.

" EB-2017-0052.

12 EB-2017-0052 Hydro Ottawa Limited Decision and Rate Order, December 14, 2017.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Applications issued by the OEB on July 12, 2018", as well as the letter issued by the
OEB to licensed electricity distributors on July 20, 2018 in which the OEB stated that
Group 1 deferral and variance accounts will only be approved on an interim basis
pending the development of additional guidance on commodity pass-through variance

accounts.

Consistent with the previous annual rate adjustment applications filed under its Custom
IR plan (for 2017 and 2018 rates), Hydro Ottawa has opted to structure this Application
using a Cost of Service format. The intended objective of this approach is to facilitate
comparisons which Board members and staff, intervenors, and consumers may wish to
make between this Application, Hydro Ottawa’s original Custom IR Application, as well
as prior and future annual rate adjustment filings. Hydro Ottawa believes that it is in the
interests of all parties to ensure such ease of reference for the principal pieces of

evidence in the record for this proceeding.

In addition, in the interests of supporting similar efficiencies, Hydro Ottawa has prepared
the two tables below. Table 1 summarizes relevant actions and commitments which
were agreed upon by the Parties and enshrined in the Approved Settlement Agreement.
Table 2 provides an updated summary of Hydro Ottawa’'s 2016-2020 revenue
requirement, as approved pursuant to the Approved Settlement Agreement and the Pole
Attachment Decision and adjusted for agreed mid-term adjustments. The current mid-
term adjustments are placeholders for the final mid-term adjustments, which will be
updated at a later date. Please see Exhibit 4-2-1, Exhibit 4-4-1, and Exhibit 5-1-1 for

further details regarding expected updates and timing thereof for these placeholders.

With respect to Table 1, Hydro Ottawa hopes that its inclusion will not only ensure ease

of reference between this Application and the Approved Settlement Agreement, but that

'3 OEB Letter to Licensed Electricity Distributors re: . Updated Filing Requirements, Il. Process for 2019
Incentive Regulation Mechanism (IRM) Distribution Rate Applications, July 12, 2018.

4 OEB Letter to Licensed Electricity Distributors re: OEB’s Plan to Standardize Processes to Improve
Accuracy of Commodity Pass-Through Variance Accounts, July 20, 2018.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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it will also signal Hydro Ottawa’'s commitment to ensure it remains accountable in

fulfilling applicable actions set forth in the Approved Settlement Agreement.

Table 1 is organized in columns that identify the relevant action, the corresponding
description in the Approved Settlement Agreement of the agreed action, the specific
page number of the Approved Settlement Agreement in which the action is referenced,
and the Exhibit in this Application which corresponds to the action. It should be noted
that Table 1 does not represent an exhaustive list of all agreed actions from the
Approved Settlement Agreement. Actions omitted from Table 1 have either been
completed, in accordance with the Approved Settlement Agreement, or are not germane

to the scope of this Application.

Table 1 — Summary of Remaining Actions from Approved Settlement Agreement

Item Description of Agreed Action Settlement 2019 Rate
Agreement Application
Page Number Exhibit
Working Capital | HOL will not adjust the WCA Page 15 Exhibit 2 —
Allowance during any year of Custom IR Rate Base
("“WCA" period (including 2019 and
2020)
Capital HOL will track, on an annual Page 16-17 Exhibit 9 —
Investment basis, variances in the Deferral and
Variance cumulative revenue Variance
Account requirement impacts arising Accounts
from variances in three distinct
capital forecasts: (a) System
Renewal/System Service; (b)
System Access; (¢) General
Plant
Y Factor HOL will create a deferral Page 19 Exhibit 9 —
Account account to provide rate Deferral and
recovery of amounts up to the Variance
approved $66 million Accounts
New Facilities 1. HOL will create a new Page 19 Exhibit 9 —
Account deferral or variance account to Deferral and
capture and record revenue Variance
requirement impacts arising Accounts
from costs that are above the
approved $66 million

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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# Item Description of Agreed Action Settlement 2019 Rate
Agreement Application
Page Number Exhibit
2. HOL will apply for disposition
of approved amounts at its next
rebasing
5 2017-2020 HOL will increase the 2016 Page 20 Exhibit 4 —
Operating, OM&A budget amount annually Operating
Maintenance from the 2016 base amount, Expenses
and using an escalator factor
Administration
(“OM&A”") budget
6 2019 and 2020 HOL will revise the 2019 and Page 20 Exhibit 4 —
OME&A budget 2020 OM&A based on updated Operating
escalator factor inflation factor calculated Expenses
consistent with methodology
described
7 Efficiency If HOL is placed in lower Page 21 Exhibit 9 —
Adjustment efficiency cohort (as compared Deferral and
Mechanism to 2014) in any year during the Variance
IR term, the Efficiency Accounts
Adjustment will be calculated
by taking into account the
difference between the 2014
starting point and the current
year end stretch factor as
multiplied by the rate year plan
revenue requirement for the
relevant rate year for the
purposes of calculating rates
for that year
8 Cost of Capital - | HOL will update for 2019 and Page 22 Exhibit 5 —
ROE 2020, using the applicable level Cost of Capital
of ROE for electricity and Capital
distributors established by the Structure
OEB in 2018 for January 1,
2019 rates
9 Cost of Capital - | HOL will re-set forecasted rates | Page 22 Exhibit 5 —
Long-Term Debt | in 2018 for 2019 and 2020, Cost of Capital
using new consensus long-term and Capital
forecast (to be issued October Structure
2018)
10 | Pole attachment | Distribution rates will be Page 22 Exhibit 6 —
revenue adjusted by an equal amount Calculation of
so that the service revenue Revenue
requirement for each year is Deficiency or
unchanged, as a result of OEB Surplus
decision on pole attachment
revenue
11 | Pole Attachment | HOL to review and dispose of Per Pole Exhibit 9 —
Charge Variance | the balance in the Variance Attachment Deferral and

2019 Hydro Ottawa Limited Electricity Distribution Rate Application




Hydro Ottawa Limited
EB-2018-0044

Exhibit 1

Tab 2

Schedule 1
ORIGINAL

Page 9 of 22

mydrOOttawa

ltem

Description of Agreed Action

Settlement
Agreement
Page Number

2019 Rate
Application
Exhibit

Account

Account as part of its Custom
IR rate adjustment in 2017

Decision™

Variance
Accounts

12

Cost of Capital
(ROE)

The parties agree that if the
OEB changes its policy
governing cost of capital
parameters during the HOL CIR
term, including any changes to
the deemed capital structure,
HOL shall follow any mandated
direction given by the OEB with
respect to the implementation
of such changes during the CIR
period

Page 23

Exhibit 5 —
Cost of Capital
and Capital
Structure

13

Earnings
Sharing
Mechanism
(“ESM”)

1. HOL will share with
ratepayers any earnings that
exceed its regulatory ROE in
any year of Custom IR term

2. HOL will calculate earnings
in same manner as net income
for regulatory purposes under
Reporting and Record Keeping
Requirements (“RRR”) filings

3. HOL will ensure that the
nature and timing of revenues,
expenses, and costs is
consistent with regulatory rules
in existence on the date of
Settlement Proposal

Page 23-24

Exhibit 9 —
Deferral and
Variance
Accounts

14

Accounting
Policies and
Practices

HOL will not make any material
changes, that have the effect of
either reducing or increasing
utility earnings unless otherwise
directed to do so by the OEB,
or by an accounting standards
body and/or provincial or
federal government, and
approved by OEB

Page 24

Exhibit 9 —
Deferral and
Variance
Accounts

15

Annual
scorecard and
RRR reporting

HOL will provide its annual
Scorecard and RRR reporting,
as per the OEB schedule

Page 24

N/A

16

Actual capital
spending

HOL will report annually, on a
program level based on three
categories: (a) Service Access;

Page 24

Exhibit 2 —
Rate Base

15 pole Attachment Decision, p. 15.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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# Item Description of Agreed Action Settlement 2019 Rate
Agreement Application
Page Number Exhibit
(b) System Service and System
Renewal; (c) General Plant

17 | Key HOL will report annually Page 24 N/A
Performance
Indicators
(“KPIs") and
SAIDI/SAIFI

18 | Metrics and HOL will work together with Page 24 N/A
reporting for intervenors to develop and
recommended define (including in the context
outcomes of OEB consultations related to

the Distribution System Plan)

19 | Three deferral HOL will adopt treatment Page 25 Exhibit 9 —
accounts accorded to these accounts, as Deferral and
(Account 1518, per OEB determination in Variance
Account 1548, Toronto Hydro Custom IR Accounts
and account for
recording loss on
disposal of
assets)

20 | Low voltage HOL will update these rates Page 25 Exhibit 8 —
charges annually and file update with Rate Design

OEB for approval

21 | Retall HOL will update these rates Page 25 Exhibit 8 —
Transmission annually and file update with Rate Design
Service Rates OEB for approval

22 | Ten new deferral | HOL will establish the 10 new Page 25 Exhibit 9 —
and variance deferral and variance accounts Deferral and
accounts Variance

Accounts

23 | Clearing deferral | Hydro Ottawa’s deferral and Page 26 Exhibit 9 —
and variance variance accounts will be Deferral and
accounts cleared during the Custom IR Variance

period in accordance with the Accounts
OEB policies as they exist each
year of the term

24 | Sentinel lighting | HOL will make changes to Page 27 Exhibit 8 —

rates move these rates within OEB Rate Design
approved cost/benefit ratio
range by 2020

25 | Fixed charge for | HOL will reduce the fixed Page 27 Exhibit 8 —
General Service | charge for this class from $260 Rate Design
(“GS”) > 50 class | to $200 for GS 50 to 1,499 kW

26 | Fixed charge for | HOL will maintain at $200 for Page 27 Exhibit 8 —
other other commercial classes Rate Design
commercial throughout Custom IR term
customers

27 | Charges for HOL will move to fully fixed Page 27 Exhibit 8 —

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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# Item Description of Agreed Action Settlement 2019 Rate
Agreement Application
Page Number Exhibit
residential class | rates for residential customers Rate Design
by 2020
28 | Wireless HOL will create deferral Page 27 Exhibit 9 —
Attachment account to credit customers Deferral and
Revenues with revenues earned, if any Variance
Accounts
29 | OEB working HOL will comply with any Page 28 Exhibit 7 —
group on decisions or directions Cost Allocation
unmetered load emanating from Navigant and
and consumption | the OEB working group
data
30 | 2020 rebasing HOL will ensure application is Page 29 Exhibit 1 —
application (for filed consistent with OEB Administration
2021 rates) policies and filing guidelines
that exist at that time and will
include information in
accordance with OEB filing
guidelines related to its
performance under the Custom
IR plan, and the extent to which
performance has provided
suitable outcomes and met
expectations of customers
31 | Summary of Summary of going in, annual Page 59 Exhibit 1 —
Adjustments and mid-term adjustments Administration
32 | Z-factor relief HOL is not precluded from Page 27 Exhibit 1 —
applying for Z-factor relief in the Administration
event that an unforeseen event
results in a financial impact that
exceeds Hydro Ottawa’s
$880,000 materiality threshold
33 | Timing of HOL must apply for an update Per Board Exhibit 1 —
Application to its rates, or confirm that no Instruction™® Administration

update is required, no later than
the deadline for [Incentive
Regulation Mechanism]
adjustments for distributors with
rates effective January 1, which
is typically in August each year.

'8 EB-2015-0004 Decision and Rate Order, p. 8; OEB Letter to Licensed Electricity Distributors re: I.
Updated Filing Requirements, Il. Process for 2018 Incentive Regulation Mechanism (IRM) Distribution Rate
Applications, July 20, 2017, p. 2.
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Regarding Table 2, it is intended to synthesize the approvals emerging from the
Approved Settlement Agreement, the OEB’s Decision on Hydro Ottawa’'s Custom IR
Application, and the Pole Attachment Decision, and to offer a clear overview of the
resultant updates to Hydro Ottawa’s revenue requirement. Revenue requirements for
the period 2016 to 2018 were previously established by way of the aforementioned
approvals. With regards to revenue requirements for 2019 and 2020, Hydro Ottawa is
seeking approval for various mid-term adjustments as part of this Application. For
further details, please see Exhibit 4-2-1, Exhibit 4-4-1, Exhibit 5-1-1, and Exhibit 6-1-1.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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1 Table 2 — Updated Summary of Hydro Ottawa’s 2016-2020 Revenue Requirement

2016 2017 2018
($millions) (16-20)

Original Revenue Requirement $187.1 $197.1 $208.0 $217.7 $224.3 $1,034.3
Change ($12.1) ($15.0) ($17.4) ($19.7) ($22.0) ($86.2)

Amended Settlement Revenue
Requirement

Mid-Term Adjusted Revenue Requirement ~ $175.0 $182.1 $190.6 $196.2 $199.5 $943.4

$175.0 $182.1 $190.6 $198.0 $202.3 $948.1

Deficiency Per Approved Settlement Agreement

Deficiency over 2015 Rates per Settlement
Agreement

Yearly Change in Deficiency per
Settlement Agreement

Weighted Average Increase over 2015
Rates

Weighted Average Change in Revenue
Deficiency

($5.1) ($12.6) ($20.6) ($27.4) ($31.1) ($96.7)
($5.1) ($7.5) ($7.9) ($6.8) ($3.7) ($31.1)

3.2% 79% 12.9% 17.1% 19.4% 12.1%

3.2% 4.6% 4.6% 3.8% 2.0% 3.6%

Deficiency Reflecting Pole Attachment Decision and Mid-Term Adjustments

Deficiency over 2015 Rates per Settlement

Agreerment ($5.3) ($12.9) ($20.8) ($25.8) ($28.5) ($93.3)

Yearly Change in Deficiency per ($5.3) ($7.5) ($8.0) ($5.0) ($2.7)  ($28.5)

Settlement Agreement
:’;’gghted AIEED RS O ATt 33% 81% 13.1% 16.1% 17.7% 11.7%
Weighted Average Change in Revenue 3.3% 4.6% 4.6% 2 7% 1.4% 3.3%

Deficiency

New Regulator Assets for Items Taken out of Base Rates

Connection Cost Recovery Agreement

Payments’ $0.2 $0.6 $0.9 $1.3 $1.7 $4.7
Land for New Facilities"’ $0.0 $0.4  $1.0 $1.2 $1.2 $3.9
Estimated Revenue Requirement for future $0.2 $1.0 $2.0 $2.5 $2.9 $8.6

Regulatory Assets

Revenue Requirement Including New Regulatory Assets
Final Revenue Requirement $175.3 $183.1 $192.6 $200.5 $205.2 $956.7

Mid-Term Adjusted Revenue Final
Revenue Requirement $175.3 $183.1 $192.6 $198.7 $202.3 $951.9

" Numbers are estimates based on original budgeted amounts and timing.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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4.0 SPECIFIC RELIEF REQUESTED
Consistent with relevant provisions of the Approved Settlement Agreement, as

summarized in Table 1 above, Hydro Ottawa applies for the following Order or Orders:

a) Approval of 2019 revenue requirement, as adjusted by the Pole Attachment
Decision and updated for final mid-term adjustments, as proposed in Exhibit
6-1-1;

b) Approval of 2019 electricity distribution rates and charges, as proposed in
Exhibit 8-10-1;

c) Approvals related to deferral and variance accounts, as proposed in Exhibit
9-1-2 and Exhibit 9-2-1; and

d) Approval of other items or amounts that may be requested by Hydro Ottawa
in the course of the proceeding and such other relief or entitlements as the

OEB may grant.

Hydro Ottawa requests that its current (i.e. 2018) rates provided in Attachment 8-10-A be
declared interim effective January 1, 2019, as necessary, if the preceding approvals
cannot be issued by the OEB in time to implement final rates effective January 1, 2019.
In such event, Hydro Ottawa also requests the Board to approve establishment of an
account that would provide for the recovery of any differences between the interim rate

and the approved rates, as determined by the OEB in its final Decision and Order.

For additional details on the specific approvals and relief that Hydro Ottawa is seeking in

this Application, please see Exhibit 1-3-1.

5.0 ANNUAL ADJUSTMENTS

Hydro Ottawa has calculated adjustments to its 2019 revenue requirement, consistent
with the Approved Settlement Agreement and revised per the Pole Attachment Decision.
Where appropriate, Hydro Ottawa has used the Cost of Service Models and directions

provided by the OEB for 2019 Cost of Service Applications.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Table 3 summarizes relevant going-in, annual, and mid-term adjustments. It is a copy of
Attachment 5 from the Approved Settlement Agreement.
Table 3 — Going-in, Annual and Mid-term Adjustments
# Name of Timing Description Adjustment
Adjustment
1 | Working Capital Going-in rates See the working capital factors for each year as
Allowance set out on page 18 above.'®
2 | Cost of Capital - Going-in ROE Using OEB’s Fall 2015 deemed ROE results.
3 | ROE Mid-term Using OEB’s Fall 2018 deemed ROE results to be
adjustment to used for 2019 rate adjustment application.
ROE
Cost of Capital — 2016-2018 April 2015 consensus long term forecast. The
Long-Term Debt revised RRWF already has this information
embedded in it. It is noted here as an adjustment
to Hydro Ottawa’s updated application filed June
29, 2015.
2019-2020 Using October 2018 consensus long term
forecast.
4 | Inflation Factor for Mid-term OEB’s 2018 inflation factor adjusted to use a
OM&A adjustment to weighting of 60% labour and 40% non-labour
inflation factor for | inflation rate as adjusted by weights and values
OM&A escalator appropriate to the OM&A spending of Hydro
Ottawa.
5 | Low Voltage Annually Adjusted | Annual.
Charges
6 | Retail Transmission | Annually Adjusted | Based on Board Approved adjustments to the
Service Rates Hydro One Uniform Transmission Rates (“UTRs")
using the RTSR model, which is part of the IRM
model.
7 | Deferral Accounts Generally in e Group 1 accounts on an annual basis as set
accordance with out in Table 7 above.™
OEB policy on e Group 2 accounts when applying for 2019 &
threshold 2020 rates except for LRAMVA. As set out in
dispositions with Table 7 above.
some exceptions e New D&V accounts per disposition stipulations
set out in Table 7 above.
8 | Third Party non- Ad Hoc Further to OEB direction.

distribution charges

'8 The reference to page 18 in this instance is to page 18 of the Approved Settlement Agreement.
9 The reference to Table 7 in these instances is to Table 7 in the Approved Settlement Agreement.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Hydro Ottawa is including the following annual rate adjustments in this Application, as

per the Approved Settlement Agreement:

Retail Transmission Service Rates (“RTSRs”) — Per the Approved Settlement
Agreement, Hydro Ottawa is using the RTSRs for its 2019 rates, as calculated by
the OEB’s RTSR Workform. RTSR updates will also be based upon OEB-
approved adjustments to the Hydro One Uniform Transmission Rates (“UTRs”).
Given that Hydro One UTRs are not typically approved in time for adjusting
Hydro Ottawa’s rates on January 1, UTRs for 2019 will be set using those from
the previous year (i.e. 2018). Differences from the new yearly rates will be
captured in Uniform System of Accounts 1584 — RSVA Network and 1586 —
RSVA Connection for future disposition. For additional information, please see
Exhibit 8-3-1.

Retail Service Charges — These charges apply to services provided by a
distributor to retailers or customers, with respect to the supply of competitive
electricity through retailer contracts. Hydro Ottawa proposes direct notification to
retailers of the approved Retail Service Charges for 2019. For additional

information, please see Exhibit 8-4-1.

Wholesale Market Service Rate (“WMSR") — Hydro Ottawa has used the current
OEB generic WMSRs in its Proposed Tariff of Rates and Charges, as outlined in
Exhibit 8-10-1. For additional information, please see Exhibit 8-5-1.

Smart Metering Charge (“SMC”) — On March 1, 2018, the OEB issued a Decision
and Order which reduced the approved SMC for Residential and General Service
< 50 kW customers.? For the January 1, 2018 to December 31, 2022 period, the
SMC will be $0.57 per smart meter per month. Hydro Ottawa has reflected this

20 EB-2017-0290.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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updated charge in its Proposed Tariff of Rates and Charges, as outlined in

Exhibit 8-10-1. For additional information, please see Exhibit 8-6-1.

Revised and New Specific Service Charges — Service charges apply to services
that are over and above Hydro Ottawa’s standard level of service offerings and
may result from a customer’s action or inaction. The revenue from these charges
offset the total revenue requirement. Multiple currently-approved service charges
will be updated as part of this Application, consistent with the Approved
Settlement Agreement. All other service charges will remain at the 2016
approved rate. As per the Pole Attachment Decision, the Pole Attachment rate
will remain constant from 2016 to 2020. As per the Report of the Ontario Energy
Board on Wireline Pole Attachment Charges issued on March 22, 2018 (EB-
2015-0304), Hydro Ottawa will maintain its currently-approved charge until its

next rebasing application. For additional information, please see Exhibit 8-7-1.

Low Voltage (“LV") Service Rate — Hydro Ottawa receives LV charges from
Hydro One for a number of Shared Distribution Stations, Specific Lines and
Shared Lines. The OEB has previously determined that it was appropriate for an
embedded electricity distributor or a distributor with embedded distribution points
(such as Hydro Ottawa), to establish and maintain a variance account for LV
charges from its host distributor.?* In this Application, the LV charge has been
allocated to the customer classes based on the class percentage of Retail
Transmission Connection dollars (using 2019 proposed rates). For additional

information, please see Exhibit 8-8-1.

Disposition of Deferral and Variance Accounts — Hydro Ottawa is requesting the
disposition of Group 1 Deferral and Variance Accounts in compliance with the
OEB’s report on the Electricity Distributors’ Deferral and Variance Account

Review Initiative (“EDDVAR Report”) and the OEB'’s letter to licensed electricity

*! EB-2005-0529 Decision with Reasons, p. 17.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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distributors dated July 20, 2018. Hydro Ottawa has complied with the EDDVAR
Report guidelines and is requesting a disposition period of one year. For

additional information, please see Exhibit 9-2-1.

MODELS

Hydro Ottawa has included the following models with this Application:

2019 Revenue Requirement Workform, filed as Attachment 6-1-A — The Revenue
Requirement Workform provides a summary of the drivers of Hydro Ottawa’'s
2019 Approved Revenue Requirement, revised by the Pole Attachment Decision
and mid-term adjustments. The workform also provides summaries related to

load forecast, cost allocation, and rate design.

PILS Workform, filed as Attachment 4-4-A — The Payments in Lieu of Taxes
(“PILS") Workform provides detailed calculations of Hydro Ottawa’s forecasted
PILS payable.

Hydro Ottawa Cost Allocation Model, filed as Attachment 7-1-A — The main role
of the Cost Allocation Model is to determine what costs are attributable to each of
Hydro Ottawa’s rate classes. In addition, the model provides a calculation of the

revenue to expense ratio based on the current rate structure.

2019 RTSR Workform, filed as Attachment 8-3-A — The RTSR Workform uses
recent Hydro One rates and Hydro Ottawa-specific load and billing information to
determine distributor-specific Transmission Network and Connection rates by

customer rate class.

Tariff Schedule and Bill Impacts Model, filed as Attachment 8-10-A — the Tariff
Schedule and Bill Impacts Model identifies existing and proposed tariff and rate

schedules, and detailed bill impacts.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Deferral and Variance Account (Continuity Schedule) Workform, filed as
Attachment 9-1-A — The 2019 DVA Workform provides an Account level history
of Deferral and Variance Accounts, including recent disposition history, and

worksheets to facilitate designing rate riders for requested Account dispositions.

Global Adjustment (“GA”) Analysis Workform, filed as Attachment 9-2-A — The
GA Analysis Workform is intended to serve as a reasonability tool for assessing
the accuracy of commodity-related pass through account balances of electricity
distributors. The workform provides a calculation of an approximate expected
balance in Account 1589 RSVA - GA and compares the expected amount to the

amount in the general ledger.

DISTRIBUTION AND TOTAL BILL IMPACTS

Table 4 below provides a summary of the total bill impacts for typical customers in all

classes. Please see Attachment 8-10-A for further details regarding Hydro Ottawa’s

proposed bill impacts.

Table 4 — Bill Impacts

Rates Summary
2018 2019
Rate Class Approved Proposed
Distribution Charge $28.91 $28.53
Change in Distribution Charge -$0.38
Residential | o, Nicrrip i 1 210
(800 KWh) % Distribution Increase 1.31%
% Increase of Total Bill - No VA 0.03%
% Increase of Total Bill -0.19%
Distribution Charge $28.39 $28.26
Change in Distribution Charge -$0.13
Residential | o, Nicirip i A\ 440
(750 KWh) % Distribution Increase 0.44%
% Increase of Total Bill - No VA 0.25%
% Increase of Total Bill 0.04%

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Rates Summary
2018 2019
Rate Class Approved Proposed
Distribution Charge $27.23 $27.67
Change in Distribution Charge $0.44
Residential | o, Nicrrip i o
(640 KWh) % Distribution Increase 1.60%
% Increase of Total Bill - No VA 0.83%
% Increase of Total Bill 0.62%
Distribution Charge $22.95 $25.46
Change in Distribution Charge $2.52
Residential | o, Nicrrip i o
(232 kWh) % Distribution Increase 10.97%
% Increase of Total Bill - No VA 5.58%
% Increase of Total Bill 5.46%
Distribution Charge $66.20 $68.01
General T
Service < Change in Distribution Charge $1.81
50 kW % Distribution Increase 2.73%
(2,000 % Increase of Total Bill - No VA 1.06%
kwh)
% Increase of Total Bill 0.84%
Distribution Charge $1,346.28 $1,387.28
General I~ nge in Distribution Ch $41.00
Service 50 ange in Distribution Charge .
to 1,499 % Distribution Increase 3.05%
kW 0 H
% | f Total Bill - No VA 0.53%
(250 kW) o Increase of Total Bi o] ()
% Increase of Total Bill 1.52%
Distribution Charge $14,652.43 $15,045.68
General .
Service Change in Distribution Charge $393.25
1,500 to % Distribution Increase 2.68%
éggg IEVWV) % Increase of Total Bill - No VA 0.54%
% Increase of Total Bill 1.51%
Distribution Charge $45,013.82 $46,169.57
Change in Distribution Charge $1,155.75
Large Use | o, Nictrim -
(7,500 kW) % Distribution Increase 2.57%
% Increase of Total Bill - No VA 0.56%
% Increase of Total Bill 1.54%
Sentinel Distribution Charge $8.78 $9.11

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Rates Summary

R Clees Api?i\S/ed Pr(fr?(])-ss)ed
Lighting | Change in Distribution Charge $0.32
(0.4 kw) % Distribution Increase 3.70%
% Increase of Total Bill - No VA 2.07%
% Increase of Total Bill 1.98%
Distribution Charge $6.83 $7.11
Street Change in Distribution Charge $0.28
Lighting % Distribution Increase 4.13%
(1 kw) % Increase of Total Bill - No VA 1.85%
% Increase of Total Bill 2.55%
Distribution Charge $15.88 $16.26
Unmetered | Change in Distribution Charge $0.38
Scfct)t;;ed % Distribution Increase 2.43%
(470 kWh) | % Increase of Total Bill - No VA 0.99%
% Increase of Total Bill 0.85%

© 00 N o o b W DN
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8.0 FORM OF HEARING REQUESTED

Hydro Ottawa requests that this Application be disposed of by way of a written hearing.

9.0 PUBLICATION AND NOTICE

Hydro Ottawa recommends that the OEB publish notice of this Application in the Ottawa
Citizen and Le Droit newspapers. The Ottawa Citizen is a daily newspaper serving the
Ottawa area. Le Droit is a daily newspaper serving French-speaking communities in the
Ottawa-Gatineau area. According to the latest data, the Ottawa Citizen and Le Droit
have total average weekday circulations of approximately 177,000 and 175,000,
respectively.? Hydro Ottawa recommends these publications due to their significant
reach into the English- and French-speaking communities within the City of Ottawa and

the Village of Casselman.

22 postMedia Fall 2017.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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In addition, Hydro Ottawa proposes to post a copy of the Application on its website

www.hydroottawa.com.

10.0 CERTIFICATION OF EVIDENCE

As per the OEB’s updated filing requirements, Hydro Ottawa’s Chief Financial Officer
hereby certifies that the company maintains robust processes and internal controls for
the preparation, review, verification, and oversight of the Account 1588 RSVA — Power
and Account 1589 RSVA - Global Adjustment. Please see Exhibit 9-2-1 for further

details regarding the Workform.

11.0 CONTACT INFORMATION
Hydro Ottawa requests that all documents issued or filed in connection with this

proceeding be served on the undersigned.

All of which is respectfully submitted this 13" day of August, 2018.

Original signed by Gregory Van Dusen

Gregory Van Dusen

Director, Regulatory Affairs

Hydro Ottawa Limited

3025 Albion Road North, PO Box 8700
Ottawa, Ontario K1G 3S4

Telephone: (613) 738-5499 ext. 7472

Email: gregoryvandusen@hydroottawa.com ; requlatoryaffairs@hydroottawa.com

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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ALIGNMENT WITH RRFE

The OEB articulated its policies and practices regarding the Custom IR method in its
2012 report entitled Renewed Regulatory Framework for Electricity Distributors: A
Performance-Based Approach (“RRFE Report”). The RRFE Report states that, under
the Custom IR method, “rates are set based on a five year forecast of a distributor's
revenue requirement and sales volumes.” In addition, the RRFE Report stipulates that
“the specifics of how the costs approved by the Board will be recovered through rates
over the term will be determined in individual rate applications...” and that “[t]his rate-
setting method is intended to be customized to fit the specific applicant’'s

circumstances.”?

Hydro Ottawa exercised the Custom IR option offered under the RRFE framework on
account of its significant and unique multi-year capital needs. In designing its Custom IR
Application and the evidence filed in support of its capital and operational funding
requirements, Hydro Ottawa endeavoured to be responsive to the OEB’s expectations
for Custom IR applications, as set out in the RRFE Report. The following are examples
of steps undertaken by Hydro Ottawa to apply key tenants of the RRFE paradigm in its
Custom IR Application:

a) Applying for an initial rebasing (financial viability), then applying for a rate-setting
approach to recover forecasted capital needs while recovering Operating,
Maintenance and Administration (*OM&A”) needs pursuant to an I-X formula
(operational effectiveness);

b) Identifying historical and future productivity initiatives to achieve continuous
improvement (operational effectiveness);

c) Providing a customer engagement strategy to ensure responsiveness to
identified customer preferences (customer focus);

d) Providing a comprehensive asset management and infrastructure investment

plan that is linked to the capital budget, prioritizes for total bill impact, is informed

! RRFE Report, p. 18.
? Ibid, pp. 18-19.
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by customer consultation, and has been subject to an independent assessment;
and

e) Providing an annual reporting mechanism through which Hydro Ottawa can
inform the OEB of its progress on implementing its capital plan as well as its

continuous improvement initiatives.

In its December 22, 2015 Decision approving Hydro Ottawa’s Custom IR Application, the
OEB found that “Hydro Ottawa’s application and the settlement proposal prepared by the

parties meet the expectations of the RRFE for a Custom IR.”

The OEB vyielded this finding in the context of a Custom IR plan covering a five-year
term. Hydro Ottawa remains committed to integrating the core principles and objectives
of the RRFE framework throughout its operations and business, and will continue to
undertake steps in support of this effort over the course of its Custom IR term.
Delivering value across the customer experience is a core element of Hydro Ottawa’s
renewed corporate vision and business strategy — Strategic Direction 2016-2020, which
was filed as Attachment 1-2(A) in Hydro Ottawa’s 2017 rate adjustment application.*
Through such measures as enhanced benchmarking and productivity initiatives, Hydro
Ottawa will seek to achieve continuous improvements and maximize operational
performance going forward. In short, the expectations and goals set forth in the RRFE
Report will continue to guide Hydro Ottawa in the execution of its business plans and
capital investment programs, and in the ongoing alignment of its interests with those of

its customers.

% EB-2015-0004 Hydro Ottawa Limited Decision and Rate Order, December 22, 2015, p. 1.

4 Hydro Ottawa’s Strategic Direction 2016-2020 is rooted in four strategic objectives which closely mirror the
core outcomes supported under the RRFE framework: Customer Value; Financial Strength; Organizational
Effectiveness; and Corporate Citizenship. This renewed strategic plan has been formally adopted by Hydro
Ottawa Holding Inc., the parent company of Hydro Ottawa Limited. However, it will likewise guide the
business and operations of the regulated electricity distribution company.
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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 Hydro Ottawa Limited
to the Ontario Energy Board for an Order or Orders approving or
fixing just and reasonable rates and other charges for the
distribution of electricity effective January 1, 2019.

APPLICATION AND APPROVAL SOUGHT

1.0 INTRODUCTION

The Applicant, Hydro Ottawa Limited (herein referred to as “Hydro Ottawa”), is a
corporation incorporated pursuant to the Business Corporations Act (Ontario) and is
licensed by the OEB pursuant to Electricity Distribution License No. ED-2002-0556 to
distribute electricity to customers residing within the City of Ottawa and Village of

Casselman.

Hydro Ottawa hereby applies to the OEB — pursuant to section 78 of the Ontario Energy
Board Act, 1998 (the “OEB Act”), the Custom IR rate-setting method outlined in the
OEB’s 2012 report entitled Renewed Regulatory Framework for Electricity Distributors: A
Performance Based Approach (“RRFE Report”), the OEB’s Decision and Rate Order in
EB-2015-0004, and the OEB’s Pole Attachment Decision in EB-2015-0004 — for an

Order or Orders approving:
a) Final distribution rates effective January 1, 2019, determined from a service
revenue requirement as set out in Exhibit 6-1-1*; and

b) All other specific relief sought, as set out below.

This Application is guided by the requirements set out in:

L At this time, Hydro Ottawa is using a placeholder amount of $196,182,781 as its requested service revenue
requirement. Please see Exhibit 4-2-1, Exhibit 4-4-1, and Exhibit 5-1-1 for further details regarding expected
updates and timing thereof for this placeholder.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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a) The OEB’'s Chapter 2 Filing Requirements for Electricity Distribution Rate
Applications dated July 12, 2018 (the “Filing Requirements”); and
b) RRFE Report.

This Application is supported by written evidence as enumerated in Exhibit 1-1-1, Table
of Contents. Hydro Ottawa may amend or supplement this written evidence prior to or
during the course of the OEB’s hearing of the Application or the rendering of its final

decision.

Hydro Ottawa accordingly proposes the following title for the proceeding that is

commenced by this Application:

Hydro Ottawa Limited
2019 Electricity Distribution Rates.

Hydro Ottawa requests that this Application be disposed of by way of a written hearing,

but recognizes that the OEB may choose a different process as deemed appropriate.

Hydro Ottawa requests that the OEB make its Rate Order(s) emanating from the current
proceeding effective January 1, 2019. In the event that the OEB’s Decision with
Reasons and Rate Order(s) cannot be delivered until after December 1, 2018, then
Hydro Ottawa requests that the OEB grant an Order making its current distribution rates
and charges interim effective January 1, 2019 and establish an account allowing Hydro
Ottawa to recover any differences between the interim rate and the approved rates as

determined by the OEB in its final Decision and Order.
The Tariff of Rates and Charges proposed in this Application is set out in Exhibit 8-10-1.

In this Application, Hydro Ottawa provides evidence to support all rates and charges for
20109.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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SPECIFIC RELIEF REQUESTED

Hydro Ottawa accordingly applies to the OEB for the following Order or Orders:

a)

b)

c)

d)

Approval of 2019 revenue requirement, as adjusted by the Pole Attachment
Decision and updated for final mid-term adjustments, as proposed in Exhibit 6-1-
1, including:
i Revenue Offset forecasts, as set out in Exhibit 3-2-1;
Approval of 2019 electricity distribution rates and charges, as proposed in Exhibit
8-10-1;
Approvals related to deferral and variance accounts, including:
i.  Approval of new deferral and variance accounts, as proposed in Exhibit 9-
1-2;
ii. Disposal of balances in existing deferral and variance accounts as at
December 31, 2017, as set out in Exhibit 9-2-1; and
Approval of other items or amounts that may be requested by Hydro Ottawa in
the course of the proceeding and such other relief or entitlements as the OEB

may grant.

Hydro Ottawa requests, pursuant to subsection 17(1) of the Statutory Powers Procedure

Act, that the OEB give reasons in writing for its final Decision and Order(s) in this

proceeding.

The name of Hydro Ottawa’s authorized representative, with contact information, is set

out below and in the evidence that is filed with this Application. Hydro Ottawa requests

that all documents issued or filed in connection with this proceeding be served on its

authorized representative.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Authorized Representative:

Gregory Van Dusen
Director, Regulatory Affairs
Hydro Ottawa Limited

1

2

3

4

5

6

7 3025 Albion Road North

8 P.O. Box 8700

9 Ottawa, Ontario
10 K1G 354
11
12 Telephone: 613-738-5499 ext. 7472
13 E-mail: RequlatoryAffairs@HydroOttawa.com
14

15
16
17
18
19 Dated at Ottawa, Ontario, this 13" day of August, 2018.
20

21  Applicant Hydro Ottawa Limited (“Hydro Ottawa”)
22 3025 Albion Road North, P.O. Box 8700
23 Ottawa, Ontario

24 K1G 354

25

26

27

28

29  Signed by:

30

31

32

33

34 Gregory Van Dusen

35 Director, Regulatory Affairs
36 Hydro Ottawa Limited

37

38

39

40

41

42

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Appendix to Application
Title of Proceeding: an Application by Hydro Ottawa Limited for an

Order or Orders approving or fixing just and

reasonable distribution rates and other charges

effective January 1, 2019

Applicant's Name: Hydro Ottawa Limited (“Hydro Ottawa”)
Applicant's Address: 3025 Albion Road North

P.O. Box 8700

Ottawa, Ontario

K1G 354

RegulatoryAffairs@HydroOttawa.com
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OEB DIRECTIVES FROM PREVIOUS BOARD DECISIONS AND/OR ORDERS

Below is a summary of previous OEB directives and a description of how such directives

are addressed by Hydro Ottawa in this Application.

a)

b)

In EB-2012-0383, the Board indicated that unmetered load (kW) and consumption
(kwh) data should ultimately be used to update load profile data for the purpose of
the distributor’'s next cost allocation filing with the Board, which occurs during the
distributor’s next cost of service application to the Board. Subsequently, in a letter
from the Board dated June 12, 2012, the Board stated that “[t{]here may be merit in
updating load profiles to be more reflective of an individual distributor’s
circumstances. The OEB expects individual distributors to be mindful of material
changes to load profiles and to propose updates in their respective cost of service or
Custom IR applications when warranted.” Hydro Ottawa will comply with this

direction at its next rebasing application.

In the Decision rendered in EB-2015-0004 on December 22, 2015, the OEB
established a variance account for “the difference between revenue based on the
final pole attachment charge yet to be approved by the OEB for Hydro Ottawa for
2016, and revenue based on the pole attachment charge underpinning the
distribution rates approved by this order (i.e. $57).” As instructed by the Pole
Attachment Decision and approved as part of Hydro Ottawa’s 2017 rate adjustment
application, the amount was collected as part of Hydro Ottawa’s 2017 rates. For

additional information, please see Exhibit 9-1-1.

In the Pole Attachment Decision rendered in EB-2015-0004 on February 25, 2016,
the OEB stated that Hydro Ottawa should use the pole attachment rate approved in
its decision, “subject to any direction from the OEB regarding the implementation of
any changes resulting from the Policy Review.” As per the Report of the Board on
Wireline Pole Attachment Charges issued on March 22, 2018, Hydro Ottawa will

maintain the current approved charge until its next rebasing application.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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In the Pole Attachment Decision rendered in EB-2015-0004 on February 25, 2016,
the OEB directed Hydro Ottawa to issue invoices for the difference between the
interim rate of $22.35 and the approved pole attachment rate of $53.00, should
Hydro Ottawa have already issued invoices. Hydro Ottawa issued invoices for the
pole attachment difference where invoices had already been invoiced. Item b)
above addresses the amount that was to be collected for the difference in the
charge set for 2016. Please see Exhibit 6-1-1 for the adjustment to base revenue

requirement related to the Pole Attachment Decision.

In the Decision rendered in EB-2017-0052 on December 14, 2017, the OEB stated
the following regarding Hydro Ottawa’s Efficiency Adjustment deferral account:
“Hydro Ottawa’s efficiency ranking as determined by the OEB for 2017 rates
changed from Group Ill to Group IV. This efficiency ranking result will affect the
2017 revenue requirement. The impact would be recorded in a variance account
during the 2017 year and disposed at the end of the term. However, the OEB
established the expectation that Hydro Ottawa would report on any results in its
2018 rate application. Hydro Ottawa has not done so but the OEB expects Hydro
Ottawa to report on any impacts affecting its established deferral or variance

accounts in its 2019 application.”

Per the Approved Settlement Agreement, Hydro Ottawa is to calculate the efficiency

adjustment based on the “current year ending point stretch factor”?

. As such, Hydro
Ottawa should use the efficiency ranking as determined by the OEB for 2018 rates
when calculating the impact on its 2017 Revenue Requirement. Due to timing,
Hydro Ottawa was unable to report on the 2017 efficiency adjustment as part of its
2018 rate adjustment application. Hydro Ottawa submitted its 2018 rate adjustment
application on August 14, 2017; the OEB posted the relevant stretch factor results
August 17, 2017. Hydro Ottawa has reported on the 2017 Efficient Adjustment

deferral account amount as part of this Application and plans to report on any impact

! EB-2017-0052 Hydro Ottawa Limited Decision and Rate Order, December 14, 2017, p. 4.
2 Approved Settlement Agreement, p. 21.
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on its 2018 Revenue Requirement as part of its 2020 rate adjustment application.
For additional details, please see Exhibit 9-1-1.
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NOTICE OF APPLICATION

1.0 INTRODUCTION

Pursuant to the OEB's filing requirements, set out in the Chapter 2 Filing Requirements
for Electricity Distribution Rate Applications issued July 20, 2017, this Schedule provides

the following administrative information:

1. Notice of Application, including:
a. Statement of who will be affected by this Application;
b. Summary of Bill Impacts;
c. Publication information;
d. Contact information; and
e

Internet address for viewing the Application.
2.0 NOTICE OF APPLICATION

a) Affected Customers
Hydro Ottawa has approximately 332,000 distribution customers across its service
territory that will be affected by this Application. More information regarding Hydro
Ottawa’s customer base is available in Exhibit 1-2-1, Exhibit 1-4-1, and Exhibit 3-1-1.

Retail service charges and generation service charges (also referred to as account
management charges) will increase, per the Approved Settlement Agreement. For

further details, please see Exhibit 8-7-1.

b) Summary of Bill Impacts
Tables 1 and 2 below provide a high-level summary of distribution bill impacts for a
typical residential customer using 750 kWh per month and for a General Service < 50

kW customer using 2,000 kWh per month.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Table 1 — Residential Bill Impact

Residential 750 kWh 2019
Change in Distribution Charge ($) -$0.13
Total Bill % change 0.04%

Table 2 — General Service <50 kW Bill Impact

General Service <50 kW (2000 kWh) 2019
Change in Distribution Charge ($) $1.81
Total Bill % change 0.84%

c) Publication Information
Hydro Ottawa recommends that the OEB publish a notice of this Application in the
Ottawa Citizen and Le Droit newspapers. The Ottawa Citizen is a daily newspaper
serving the Ottawa area. Le Droit is a daily newspaper serving the French-speaking
communities in the Ottawa-Gatineau area. According to the latest data, the Ottawa
Citizen and Le Droit have total average weekday circulations of approximately 177,000
and 175,000, respectively.! Hydro Ottawa recommends these publications due to their
significant reach into the English- and French-speaking communities within the City of

Ottawa and the Village of Casselman.

d) Contact Information
The name and contact information of Hydro Ottawa’s authorized representative for this

Application to the Board is:

! postMedia Fall 2017.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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a. Authorized Representative

Mr. Gregory Van Dusen
Director, Regulatory Affairs
Hydro Ottawa Limited

3025 Albion Road North

Hydro Ottawa Limited
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P.O. Box 8700

Ottawa, Ontario

K1G 354

Telephone: 613-738-5499 ext. 7472

E-mail: RequlatoryAffairs@HydroOttawa.com

e) Internet Address for Viewing the Application

This Application and related documents will be available for viewing on Hydro Ottawa’s

website, www.hydroottawa.com, pending receipt of direction from the OEB.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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DISTRIBUTION SYSTEM OVERVIEW

Hydro Ottawa is a corporation incorporated pursuant to the Business Corporation Act
(Ontario) and is licensed under OEB Electricity Distributor License No. ED-2002-0556.
As of the end of 2017, Hydro Ottawa distributed electricity to approximately 332,000

customers within the City of Ottawa and the Village of Casselman.

According to the latest OEB statistics, Hydro Ottawa is the fourth largest electricity
distributor in Ontario (by number of customers), with a service territory of 1,116 square
kilometers that includes a dense urban core, large areas of suburban development, and

a vast rural area representing approximately 60% of the company’s territory.*

Hydro Ottawa was created in the year 2000, following the amalgamation of the
municipalities of the former Region of Ottawa-Carleton. Hydro Ottawa was formed
through the merging of five predecessor utilities: Ottawa Hydro, Kanata Hydro,
Gloucester Hydro, Nepean Hydro, and Goulbourn Hydro. In 2002, Hydro Ottawa

acquired the service territory of Casselman Hydro.

The Ottawa and Casselman segments of the service territory are non-contiguous, with
the City of Ottawa and the Village of Casselman separated by the territory of Hydro One.
Accordingly, Hydro Ottawa contains no licensed distributors embedded within its service
area. Hydro Ottawa’s load is primarily delivered through transmission connection points;
however, there are a number of delivery points embedded in the Hydro One distribution

system, primarily in rural areas.
Hydro Ottawa has high voltage assets (>50kV) that the OEB has previously deemed as
distribution assets. These assets largely consist of transformer substations that are

located throughout Hydro Ottawa’s service territory.

A map of Hydro Ottawa’s service territory is included below.

! OEB 2016 Yearbook of Electricity Distributors.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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CUSTOMER ENGAGEMENT

Hydro Ottawa views customer engagement as an essential part of doing business and,
as a result, has placed the customer at the centre of everything Hydro Ottawa does by
weighing customer impacts in every decision. As reflected in Hydro Ottawa’s renewed
strategic plan — Strategic Direction 2016-2020, included as Attachment 1-2(A) of the
2017 rate adjustment application — stakeholder engagement is a guiding principle of
Hydro Ottawa’s business strategy: “Hydro Ottawa takes into account the interests of all
our stakeholders including employees, customers, suppliers, our shareholder and the

communities and environment in which we operate.”

The key Divisions within Hydro Ottawa that are primarily responsible for customer
outreach are Customer Service, Distribution Operations, Asset Management,
Conservation and Demand Management (“CDM”), and Corporate Communications.
Customer needs and expectations are diverse and dynamic. To ensure Hydro Ottawa
aligns its services to effectively meet evolving customer expectations, Hydro Ottawa has
undertaken many customer engagement activities related to all areas of the distribution
company. Customers also have the option to proactively engage with Hydro Ottawa,

through a variety of social media platforms.

As of the end of 2017, Hydro Ottawa distributed electricity to approximately 332,000
customers over a 1,116 square kilometer service territory, within the City of Ottawa and
the Village of Casselman. Of those customers, 303,571 were Residential; 24,888 were
General Service < 50 kW; 3,296 were General Service > 50 kW; and 13 were Large
Users. Further, as the electricity distributor for the nation’s capital, Hydro Ottawa

provides services in both official languages.

! Hydro Ottawa Strategic Direction 2016-2020, p. 21. Hydro Ottawa’s new strategic plan is rooted in four
strategic objectives which closely mirror the core outcomes supported under the RRFE framework:
Customer Value; Financial Strength; Organizational Effectiveness; and Corporate Citizenship. This plan has
been formally adopted by Hydro Ottawa Holding Inc., the parent company of Hydro Ottawa Limited.
However, it will likewise guide the business and operations of the regulated electricity distribution company.
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1 The need for and value in engaging customers ensures that Hydro Ottawa’s business
2 initiatives continue to align with the needs and expectations of its rapidly growing and
3 diverse rural and urban customer base.
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MATERIALITY THRESHOLD

Section 2.0.8 of the Chapter 2 Filing Requirements For Electricity Distribution Rate
Applications, issued by the OEB on July 20, 2017, requires that “The applicant must
provide justification for annual changes to its rate base, capital expenditures, and
operations, maintenance and administration (OM&A) costs. To ensure the OEB’s review
is focused on matters that are material, the OEB only requires variance explanations for

changes above certain amounts.”

For a utility the size of Hydro Ottawa, the default materiality threshold is defined as 0.5%
of the distribution revenue requirement for distributors with a revenue requirement
greater than $10 million and less than or equal to $200 million. As Hydro Ottawa is not
proposing changes to its rate base, capital expenditures, and OM&A outside of the
Approved Settlement Agreement, no variance analysis has been completed per these

materiality requirements.

Hydro Ottawa notes that the same materiality threshold requirements are used for the
determination of the eligibility of a Z-factor, as per the Report of the Board on 3"
Generation Incentive Regulation for Ontario’s Electricity Distributors issued on July 14,
2008. As stated in the Approved Settlement Agreement, “Hydro Ottawa is not precluded
from applying for Z-factor relief in the event that an unforeseen event results in a

»nl

financial impact that exceeds Hydro Ottawa’s $880,000 materiality threshold.”™ Hydro

Ottawa is not applying for a Z-factor as part of this Application.

! Approved Settlement Agreement, p. 27.
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ACCOUNTING ORDERS

Hydro Ottawa confirms that it has complied with the Uniform System of Accounts
("USofA”), as set out in the OEB’s Accounting Procedures Handbook (“APH").

As part of its 2012 (EB-2011-0054) and 2016 (EB-2015-0004) OEB-approved decisions,
Custom IR Application, and pole attachment rates, Hydro Ottawa received utility-specific
accounting orders. Hydro Ottawa confirms compliance related to its utility-specific

accounting orders.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application



© 0O N o o B~ W DN B

W W RN RNNMBNDNDNDNDDNDNONMNDNER R P P P P P P PP
R O © 0 N o 00 N W N PEFP O © 0o ~NOoO Ol A W N P, O

Hydro Ottawa Limited

EB-2018-0044

/ET'IydrOOttawa Exhibit 2
Tab 1

Schedule 1

ORIGINAL

Page 1 of 2

RATE BASE
1.0 INTRODUCTION

This Schedule provides an overview of Hydro Ottawa’s approved distribution rate base
for the 2016 to 2020 Custom IR period.

The rate base used to determine the revenue requirement included a forecast of net
fixed assets, calculated on a mid-year average basis, plus Working Capital Allowance
("WCA"). Net fixed assets are gross assets in service minus accumulated amortization

and contributed capital.

Table 1 below shows Hydro Ottawa’s approved rate base values for 2016 through 2020.
Table 1 provides the opening, closing, and average balances for gross assets and
accumulated depreciation. Table 1 further provides the closing balance for net fixed

assets and Hydro Ottawa’'s WCA.

As part of the Approved Settlement Agreement, a new deferral account for Connection
Cost Recovery Agreement (“CCRA") payments made to Hydro One (related to the
removal from rate base of the forecasted $5 million unidentified projects per year) was
established. As a result, these unidentified forecasted CCRA payments are not included

in Table 1 below.

In addition, per the Approved Settlement Agreement, new deferral and variance
accounts have been established for the treatment of Hydro Ottawa’s new facilities. The
new facilities are not included in the gross asset and rate base numbers presented in

Table 1.

Please see Exhibit 9-1-1 for further details on deferral and variance accounts.
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Table 1 — Summary of Approved Rate Base ($000)

2

2016 2017 2018 2020
Opening Gross Assets 810,428 882,472 962,598 1,050,061 | 1,111,912
Closing Gross Assets 882,472 962,598 1,050,061 1,111,912 | 1,218,811
Average Gross Assets $846,450 $922,535 $1,006,329 | $1,080,986 | $1,165,362

Opening Accumulated Depreciation $70,764 $110,130 $152,675 $198,050 $245,195
Closing Accumulated Depreciation $110,130 $152,675 $198,050 $245,195 $293,565

Average Accumulated Depreciation $90,447 $131,402 $175,363 $221,623 $269,380

Average Net Fixed Assets Closing 756,003 791,132 830,967 859,364 895,981
Working Capital Allowance 77,116 78,617 81,882 76,760 77,820
Rate Base 833,119 869,749 912,849 936,124 973,801
3

4 For further details on Capital Additions and WCA, please see Exhibit 2-2-1 and Exhibit 2-
5  3-1, respectively.
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GROSS ASSETS — PROPERTY PLANT AND EQUIPMENT AND ACCUMULATED
DEPRECIATION

1.0 GROSS ASSETS AND ACCUMULATED DEPRECIATION

This Exhibit provides an overview of Hydro Ottawa's Approved Gross Assets and
Accumulated Depreciation for its 2016 to 2020 Custom IR period. Net fixed assets
(gross assets in service minus accumulated depreciation/amortization and contributed
capital) is used in the determination of rate base. For the calculation of rate base,
please see Exhibit 2-1-1.

As part of the Approved Settlement Agreement, Hydro Ottawa’s Gross Assets and
Accumulated Depreciation are fixed for the five years 2016 to 2020. “Parties accept that
Hydro Ottawa’s revised Distribution System Plan and related attachments that set out
Hydro Ottawa’s capital investment requirements appropriately represents asset and
capital planning that will enable Hydro Ottawa to fulfil its mission of providing a safe and
reliable electricity distribution service to the City of Ottawa and Village of Casselman.”
Please see Table 1 for a summary of Hydro Ottawa’'s Approved Gross Assets and

Accumulated Depreciation.

! Approved Settlement Agreement, p. 14.
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1 Table 1 — Gross Assets and Accumulated Depreciation ($000)
2
2016 2017 2018 2019 2020
Opening Gross Assets 810,428 882,472 962,598 1,050,061 1,111,912
Closing Gross Assets 882,472 962,598 1,050,061 1,111,912 1,218,811
Average Gross Assets $846,450 $922,535 $1,006,329 | $1,080,986 | $1,165,362
Opening Accumulated Depreciation $70,764 $110,130 $152,675 $198,050 $245,195
Closing Accumulated Depreciation $110,130 $152,675 $198,050 $245,195 $293,565
Average Accumulated Depreciation| $90,447 $131,402 $175,363 $221,623 $269,380
3
4  Table 2 provides an updated Capital Additions Schedule by Capital Program, per the
5  Approved Settlement Agreement.
6
7 Table 2 — Approved Capital Additions by Category ($000)
8
2016 2017 2018 2019 2020
General Plant 8,434 16,703 7,059 7,630 15,019
System Renewal and Service 52,744 53,389 70,133 43,710 81,123
System Access 12,628 11,798 12,034 12,274 12,520
Total Additions 73,806 81,889 89,226 63,614 108,662

9
10 20
11

ITEM NOT INCLUDED IN GROSS ASSETS

12 As part of the Approved Settlement Agreement, a new deferral account for Connection

13  Cost Recovery Agreement (“CCRA”) payments made to Hydro One (related to the

14  removal from rate base of the forecasted $5 million unidentified projects per year) was

15 established. As a result, these forecasted CCRA payments are not included in the five-

16  year Additions outlined in the previous section.

17 included in Exhibit 9-1-1 Current Deferral and Variance Accounts.

18

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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In addition, as part of the Approved Settlement Agreement, a Loss on Disposal Variance
Account (Gains and Loss on Disposal of Fixed Assets) was established. An amount was
estimated for its impact on rate base. Any variance to this amount will be disposed as
part of Group 2 Regulatory Accounts. Hydro Ottawa is not requesting any clearance of
the Loss on Disposal Variance Account as part of this Application and the Account does
not impact Hydro Ottawa’'s proposed distribution rates described in Exhibit 8-1-1.

Reporting on this variance account is included in Exhibit 9-1-1.

As part of the Approved Settlement Agreement, Hydro Ottawa’s new operating centers
and administrative facilities — including the disposal of any related existing facilities — will
be dealt with through a Y Factor and a Deferral Account. As discussed further in Exhibit
9-1-1, Hydro Ottawa is not filing any amounts related to these Accounts as part of this

Application.

Lastly, per the Approved Settlement Agreement, a Capital Variance Account has been
established to annually track the variance, on a cumulative basis, of the revenue
requirement impact related to the capital forecast additions versus actual capital
additions. The variance will be tracked by three categories: (1) System Renewal/System
Service; (2) System Access; and (3) General Plant. The revenue requirement impact will
be returned to rate payers at the end of the Custom IR period. Hydro Ottawa will also
report annually on the actual capital additions by the three categories. No amount was
recorded into the variance account at the end of 2017. Please see Exhibit 9-1-1 for

reporting on the balances of current deferral and variance accounts for more information.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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WORKING CAPITAL REQUIREMENT

1.0 INTRODUCTION

This Exhibit summarizes the Working Capital Requirement, as agreed to in the Approved
Settlement Agreement. Table 1 summarizes the 2016 to 2020 Working Capital

Allowance (“WCA"), which is incorporated into Hydro Ottawa’s proposed 2019 rates.

Hydro Ottawa performed a Lead Lag Study as part of its Custom IR Application. The
Working Capital percentages in Table 1 reflect the agreement of the Parties to the
Approved Settlement Agreement, after having reviewed Hydro Ottawa’s Lead Lag Study
and having considered the comments of the OEB in its June 3, 2015 letter titled

“Allowance for Working Capital for Electricity Distribution Rate Applications.”

Consistent with the Approved Settlement Agreement, Hydro Ottawa’'s Power Supply
Expense and Working Capital percentages are set for a five-year period. Operating,
Maintenance and Administration (“OM&A”) was set for the 2016 to 2018 three-year
period. OM&A for 2019 and 2020 are being adjusted as part of this rate adjustment

application. However, the WCA is not impacted by this update.

Table 1 — Working Capital Allowance ($000)*

2016 2017 2018 2019 2020
Power Supply Expenses 894,285 911,714 947,559 928,734 945,199
Unadjusted OM&A Expenses 83,106 84,693 86,311 87,959° 89,639°
Total Expenses for Working 977,391 996,407 1,033,869 1,016,693 1,034,838
Capital
Working Capital % 7.89 7.89 7.92 7.55 7.52
WCA 77,116 78,617 81,882 76,760 77,820

! Totals may not match due to rounding.
% Number does not reflect the 2019 mid-term OM&A adjustment.
® Number does not reflect the 2020 mid-term OM&A adjustment.

2019 Hydro Ottawa Limited Electricity Distribution Rate Application
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Please see Exhibit 4-2-1 for further details related to OM&A.
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LOAD FORECAST

1.0 INTRODUCTION

Hydro Ottawa engaged Itron to complete its 2015 to 2020 sales and energy forecast.
Itron completed forecasts for total purchases sales and system demand and rate class
sales, customers and connections, and billing demand. The forecast utilized actual data
on sales, customer numbers and connections, and purchases until August 2014.
Forecasts were provided both with and without the impact of future Conservation and

Demand Management (“CDM”) targets.

A Purchases model was used with total sales allocated to the rate class sales forecast.

While completing the load forecast, Hydro Ottawa was performing its analysis for its rate
reclassification. Based on a detailed customer level analysis of the impact of the rate
reclassification, Hydro Ottawa adjusted the class level load forecast and customer
numbers developed by Itron. The total kWh sales, kW demand, and customer and
connection numbers equal those of Itron. However, the class level forecasts are
different — the main reclassification being between General Service < 50 kW and

General Service > 50 kW classifications.

Hydro Ottawa adjusted the forecast to include Sentinel Lighting and Standby Demand,

as these were not forecasted separately by Itron