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EB-2016-0091 RSVA-GA...

Presentation objectives:

• High level review and evaluation of Mark F. Rosehart EB-2016-

0091 customer submission regarding overstated RSVA-GA 

financial discrepancy estimated to be approximately $3.8 million.

• RSVA-GA 2014 balances are defined in IRM rate application 

EB‐2015‐0087 - What is in the London Hydro $7,614,471 2014 

IRM additions; to be validated?

Presentation restrictions:

• Customer interpretation of the OEB defined rules.
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EB-2016-0091 RSVA-GA...

OEB EB-2016-0091 file name references:

• Mark F. Rosehart – “M F Rosehart_Ltr of Comment_London

Hydro_20161212_Redacted” 

• London Hydro – “London Hydro_IRR_Exhibit 1_20170117” 

• Mark F. Rosehart – “M F Rosehart_Ltr of Comment_London

Hydro_20170123_Redacted” 

File location:

• http://www.rds.ontarioenergyboard.ca/webdrawer/webdrawer.dll

/webdrawer/search/rec?sm_udf10=EB-2016-

0091&sortd1=rs_dateregistered&rows=200

Customer Submission: Mark F. Rosehart
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The OEB (and Rosemarie T. Leclair Chair & CEO OEB) has made 

a commitment to the valued consumer to offer and accommodate 

greater participation in the rate application process. 

Posting EB-2016-0091 customer submission comments has given 

greater credibility to the OEB initiative with transparency and 

disclosure being a key element to this process. 

I appreciate the opportunity to participate in this process.

Mark F. Rosehart

OEB distributor rate application customer engagement...



“The RSVA – GA Class B customer is defined as the 

General Service > 50 kW rate class (Approx. 1,600) and all retailer 

associated customers (Mostly Residential and small general service) 

that are non-Class A (non-transitioning), non-Regulated Price Plan 

(RPP) or non-Wholesale Market Participants (WMP) customers; 

approximately 47.6% of the energy sales…”

Global Adjustment Class B customer defined...

- The above definition is for the purpose of this presentation -
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• London Hydro OEB Rate Order 2016 RSVA-GA 2014 material 

balance of $9,826,430 for clearance to Class B and transitioning Class 

A customers:

RSVA Global Adjustment EB‐2015‐0087 defined...

Transitioning 

Class A

Are the balances 

are materially high 

when considering 

historical trends?
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RSVA GA Balance 2014, to be validated…

• London Hydro Rate Gen Model RSVA 2014 balance of $7.6 million for clearance to 
Class B customers to be validated in Rate application IRM 2016.

RSVA Global Adjustment Class B EB‐2015‐0087 defined...
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To evaluate - What is in the 2014 IRM $7,614,471 additions?

• A allocation methodology is utilized to validate the RSVA-GA  

2014 balances (+/- 10% accuracy as a test for reasonableness). 

• In lieu of actual monthly energy data, IESO monthly percent to 

total wholesale energy allocations are derived to determine monthly 

proportioned Class B energy totalling 1,533,192,632 kWh - Page 12 

and 14 OEB Posted File: “M F Rosehart_Ltr of Comment_London

Hydro_20170123_Redacted” .

• Please note that the distributors do have the actual Class B energy 

quantities available.

Allocation methodology utilized to evaluate RSVA-GA...
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Reasonableness Test - Allocation Method No.1...

OEB Posted File: “M F Rosehart_Ltr of Comment_London Hydro_20170123_Redacted” Page 12 of 18

Overstated Discrepancy

Rule for Retail less Final: if Net Balance "+" pay customer (Payable) and if Net Balance "-" charge customer (Receivable).
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Reasonableness Test - Allocation Method No. 2...

Determine maximum RSVA-GA exposure assuming all London Hydro customers 

(Approx. 150,000) are classified as Class B:

OEB Posted File: “M F Rosehart_Ltr of Comment_London Hydro_20170123_Redacted” Page 14 of 18

Rule for Retail less Final: if Net Balance "+" pay customer (Payable) and if Net Balance "-" charge customer (Receivable).

Overstated Discrepancy
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The following is London Hydro’s EB-2016-0091 response to Mark F. 

Rosehart posted comments found in OEB File: “M F Rosehart_Ltr of 

Comment_London Hydro_20161212_Redacted”. 

London Hydro response to customer submission ...

Board File “London Hydro_IRR_Exhibit 1_20170117” comments.
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London Hydro IRM reconciliations provided December 8, 2016...

To evaluate - What is in the 2014 IRM $7,614,471 additions?
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Mark F. Rosehart and London Hydro reconciliations compared...

OEB Posted Addendum File: “M F Rosehart_Ltr of Comment_London Hydro_20170123_Redacted” Page 4 of 18

*Retail less Final method utilized.
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“M F Rosehart_Ltr of Comment_London Hydro_20161212_Redacted”...

As outlined in my initial request,

“The OEB outlined their primary role in London recently as the

agency responsible for ensuring consumer protection and distributor

regulatory compliance. As a rate payer paying for customer

protection services through the OEB (and distributor), I therefore

request the Board to consider the information within the attached

OEB-EB-2016-0091-LONDON-HYDRO-RSVA-GA-REVIEW during

your review of the London Hydro Cost of Service rate application

and ensure that our Class B customers are protected from financial

risk e.g. cross subsidization or otherwise.” - Mark F. Rosehart
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OEB customer engagement additional considerations...

IMPORTANT:

The following slides provide additional background information 

e.g. how did a material change in RSVA Global Adjustments go 

basically unchallenged?
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Variances can identify external and or internal business concerns!

• Although the LDC is held whole, as wholesale charges are 

treated as a pass-through, variance issues directly impact our 

customers! 

• The global adjustment variance disposition impacts non-

regulated price plan customers, while cost of power variances 

impact all retail rate classes - variances are cleared to rate 

specific rate classes and future customers pay and departing 

and or delinquent customers don’t!

• There can be financial balance issues in the systems or data, 

which will reside in the variance accounts and if issues are 

undetected they can be incorrectly cleared to customers!

Customer Submission: Mark F. Rosehart



“Variance accounts act as the financial statements for parties to 

identify how well a distributor is performing their regulatory 

financial obligations. Variances can identify issues within billing 

and accounting systems, cash flow concerns, trends, anomalies 

and business process deficiencies. You do not just look at the net 

of the two RSVA Global Adjustment and Cost of Power accounts 

or treat them as clearing houses. Distributors need to 

incorporate adequate audit and controls, best practices and 

oversight (including Hydro Board) into wholesale settlement 

activities. Distributors have not been wires only companies for 

over 15 years! They are both a wires and settlement company! 

Wholesale settlements is not just a pass-through activity...
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RSVA balances act as the LDC wholesale settlement activity financial statements...

Retail Settlement 

Variance Account 

balance tracking 

can tell Hydro Board, 

OEB and Intervenors

how LDC’s 

are managing 

wholesale and retail 

settlements

on the customers 

behalf.

Sample 

Illustration:

Do we have 

an issue?

Wholesale market 

charges represent 

approx. $365 million 

(84%) total and $180 

million in GA$ of 

LH’s business 

activity; distributors 

are both a wires and 

settlements 

company…
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Variances occur when there are...

• Differences between the OEB approved fixed retail Total Loss Factor (TLF) 

and actual system losses.

• Differences between IESO trade day preliminary statement data used for 

billing and final adjusted data; distributors and generators perform wholesale 

validation and file disputes on preliminary IESO data (MTR/NoD).

• Differences between wholesale charges and retail revenue at the OEB 

approved fixed rates; global adjustment, transmission, WMSC, etc.

• Errors and omissions; manual inputs and automated system errors, metering 

errors, inaccurate accruals and reversing entries, etc.

• Short-term Load Transfers (STLT); planned and unplanned, accruals, etc.

• Multiple distributor registered wholesale Delivery Point load transfers can 

create double billing’s on wholesale transmission – applicable at LHI.

You have to watch for these, don’t assume all is ok!
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RSVA financial planning and management concerns...

• Cash flow and financing; working capital allowance has dropped from 

15 – 13% to 7.5%, however the Town is the banker, so this risk has 

been downloaded to them.

• Are there system and process issues and errors?

• Are there enough resources, audit and controls and oversight on 

existing processes e.g. manual processes?

• Is there enough KSA&O’s within to LDC manage settlement activities?

• The Ministry and OEB have control on the disposition of regulatory 

assets and have deferred clearance in the past.

• Wholesale charges are treated as a pass-through, however the future 

rate class specific customers are impacted through rate riders.

• Bad debt expense and customer churning exposure; future customers 

pay and departing and or delinquent customers don’t!
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Reconciliations utilizing Final$ less Retail$ method...
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IESO Global Adjustment Rates Historical...
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• The RSVA_GA account holds the financial billing difference between Global 

Adjustment billed at the first IESO estimated (retail) rate and the final posted 

wholesale global adjustment rate.

Global Adjustment rate trends defined...

When the 

Variance Rate is 

negative the 

Wholesale Global 

Adjustment Asset 

Receivable 

grows!
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Questions?

I have one – How much time does your 

Hydro Board spend discussing and 

monitoring the Retail Settlement Variance 

activities and account balances? 

Ultimately they carry the most liability, 

especially when considering the new OEB 

rules on governance and due diligence… 
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