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ONTARIO ENERGY BOARD 

 
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 Veridian 
Connections Inc. for an Order or Orders approving or fixing just and 
reasonable rates for distribution service. 

 
Title of Proceeding: An Application by VERIDIAN CONNECTIONS 

INC. for an Order or Orders approving 2009 
Incentive Regulation Mechanism (IRM) rate 
adjustment and recovery of Shared Savings 
Mechanism (SSM) and Lost Revenue Adjustment 
(LRAM) amounts, effective May 1st, 2009. 

 
Applicant's Name: VERIDIAN CONNECTIONS INC. 

(“Veridian” or “the Applicant”) 
 
 
Applicant's Contact Information: Mr. George Armstrong 
 Manager of Regulatory Affairs and Key Projects 
 Veridian Connections Inc. 

55 Taunton Road East  
Ajax, Ontario 
L1T 3V3  
Ph.: 905-427-9870, extension 2202 
Email: garmstrong@veridian.on.ca 
 
and 
 
Mrs. Laurie McLorg 
Manager, Corporate Planning 
Veridian Connections Inc. 
55 Taunton Road East 
Ajax, Ontario  
L1T 3V3 

 Ph.: 905-427-9870, extension 2230 
      Email: lmclorg@veridian.on.ca 
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APPLICATION  

 

1. VERIDIAN CONNECTIONS INC. (“Veridian” or “the Applicant”) is a distributor as 

defined in, and is licensed as such under, the Ontario Energy Board Act, 1998. The applicant 

holds Electricity Distribution License ED-2002-0503. The applicant’s geographical service 

area is detailed in the two tariff rate areas in the table below: 

 

 
 

 

 

 

2. The Applicant hereby applies to the Ontario Energy Board (the "OEB") pursuant to section 

78 of the Ontario Energy Board Act, 1998 for approval of 2009 IRM distribution rate 

adjustment and recovery of Shared Savings Mechanism (SSM) and Lost Revenue 

Adjustment Mechanism (LRAM) amounts for Veridian_Main and Veridian_Grav, effective 

May 1, 2009. 

 

3.  The Tariff of Rates and other Charges proposed are identified in Exhibit A attached to this 

form of Application. 

 

4. The material being filed in support of this Application sets out the methodology for the 

2009 IRM rate adjustments, the calculations of the SSM and LRAM amounts,  and the 

calculation of the rate rider for recovery of the SSM and LRAM  amounts.  

 

5. The Applicant requests that the OEB make its Rate Order effective May 1, 2009.  

 

      6. This application is supported by the 2009 IRM Models. 

Dated at Ajax, Ontario this 6st day of November, 2008.

 

Tariff of Rates and Charges for geographic service 

areas of: 

Short Name Reference 

City of Pickering, Town of Ajax, Municipality of Clarington, 

Township of Uxbridge, Town of Port Hope, Township of 

Brock and City of Belleville, Township of Scugog 

Veridian_Main 

Town of Gravenhurst and surrounding areas Veridian_Grav 





TABLE 6:  LRAM CARRYING CHARGES


CDM Program CDM Program


Start Year 2005 2006 2007 Total Start Year 2005 2006 2007 2008


2005 2,164$           12,679$            13,034$              27,877$          2005 2,164$               14,843$            27,877$            27,877$            


2006 51,843$            156,957$            208,800$        2006 51,843$            208,800$          208,800$           


2007 13,658$              13,658$          2007 13,658$            13,658$             


2,164$          64,522$            183,649$            250,335$        2,164$              66,686$           250,335$         250,335$           


Interest Calculations


CDM Program 2005 2006 2007 2008 2009 Total


Start Year 2005 2006 2007 2008 Rate 3.29% 4.35% 4.73% 3.98% 3.35%


2005 1,082$           8,504$              21,360$              27,877$          2005 9$                    370$                  1,010$              1,110$              307$                  2,805$         


2006 25,922$            130,322$            208,800$        2006 658$                  6,161$              8,310$              2,300$               17,428$       


2007 6,829$                13,658$          2007 323$                 544$                150$                  1,017$          


1,082$          34,425$            158,511$             250,335$        9$                    1,027$              7,494$             9,963$             2,757$              21,250$       


Interest Rate Calculations


Jan '05 Dec '05 2005 Average


2.80% 3.78% 3.29%


Q1-2006 Q2-2006 Q3-2006 Q4-2006 2006 Average


4.07% 4.14% 4.59% 4.59% 4.35%


Q1-2007 Q2-2007 Q3-2007 Q4-2007 2007 Average


4.59% 4.59% 4.59% 5.14% 4.73%


Q1-2008 Q2-2008 Q3-2008 Q4-2008 2008 Average


5.14% 4.08% 3.35% 3.35% 3.98%


Notes:


1)  Carrying charges calculated on simple interest basis


2)  Programs starting in 2005 are assumed to have started Oct 1/05 and savings accrued evenly over the period to Dec 31/07


3)  Programs starting in 2006 are assumed to have started June 1/06 and savings accrued evenly over the period to Dec 31/07


4)  Programs starting in 2007 are assumed to have started January 1/07 and savings accrued evenly over the period to Dec 31/07


5)  Interest rates are those prescribed by the OEB for Approved Deferral and Variance Accounts for Q2-2006 through to Q4-2008


6)  Interest rates for Q1-2006 and 2005 have been calculated using the Bankers' Acceptances-3 months rate Plus 0.25 Spread - source: Bank of Canada monthly series


7)  Interest rate for Q1-2009 are assumed to be unchanged from Q4-2008


8)  All carrying charges are applicable only to programs associated with the Residential class


LRAM Additions per Year LRAM Year End Balances


LRAM Average Balance








Table 7A: 2005 CDM Results - LRAM Calculation


Program Program Start Date
Partially Effective 


Factor
Rate Class


2005 


Distribution 


Rates


2006 


Distribution 


Rates


2007 Distribution 


Rates


 Fully Effective 


kWh Savings 


 Fully Effective 


kW Savings 


 Partially Effective 


2005 kWh Savings 
LRAM


3 year kWh Accum.


 Net  Net 


Co-Branded Mass Markets       827,578                n/a 162,078                     27,877$           1817235.225


Fall Retail Campaign 23-Sep-2005 0.13 Residential 0.0134$            0.0153$           0.0158$                   671,229                n/a 83,904                       21,975$           


CFL Distribution 1-Jan-2005 0.50 Residential 0.0134$            0.0153$           0.0158$                   156,349                n/a 78,175                       5,901$             


Cold Water Wash 


Campaign 1-Oct-2005 0.13 Residential 0.0134$            0.0153$           0.0158$                   -                       n/a -                            -$                


TOTAL 27,877$           


 


 


 








Table 7B: 2006 CDM Results - LRAM Calculation


Program
Program Start 


Date


Partially Effective 


Factor
Rate Class


2006 Distribution 


Rates


2007 Distribution 


Rates


 Fully Effective 


kWh Savings 


 Fully Effective 


kW Savings 


 Partially Effective 


2006 kWh Savings 
LRAM


2 year 


kWh/kW 


Accum.


 Net  Net 


Co-Branded Mass Markets   Residential   9,965,526           n/a 3,384,007                   208,800$             13,349,533      


CFL Distribution 1-Jan-06 0.50 Residential 0.0153$                    0.0158$                  2,082,999           n/a 1,041,500                   48,763$              


Keep Cool 1-Jun-06 1.00 Residential 0.0153$                    0.0158$                  254,725              n/a 254,725                      7,914$                


OPA EKC Spring Campaign Apr 23 2006 0.33 Residential 0.0153$                    0.0158$                  3,508,662           n/a 1,169,554                   73,179$              


OPA EKC Fall Campaign Oct 1 2006 0.13 Residential 0.0153$                    0.0158$                  3,626,122           n/a 453,265                      64,055$              


The Great Exchange Oct 26 2006 0.08 Residential 0.0153$                    0.0158$                  146,107              n/a 12,176                        2,488$                


Water Heater Tune Up June 5 2006 0.29 Residential 0.0153$                    0.0158$                  346,911              n/a 101,182                      7,014$                


Switch to Cold Water Wash 1-Jan-06 0.42 Residential 0.0153$                    0.0158$                  -                     n/a 351,605                      5,387$                


Peaksaver Nov 7 2006 0.00 Residential 0.0153$                    0.0158$                  -                     n/a -                             -$                    
Over 50 kW Leveraging Energy 


Conservation & Load Management 6-Jun-08 0.50


General Service 


>50 kW 2.6930$                    2.5986$                  66,192                14.36 n/a 680$                   517                 


Distributed Energy 6-Jun-08 0.50


General Service 


>50 kW 2.6930$                    2.5986$                  5,600                  28.00 n/a 1,326$                1,008              


TOTAL 210,805$             


Total Less GS > 50kW Programs 208,800$            


 


 


 








Table 7C: 2007 CDM Results - LRAM Calculation


Program
Program Start 


Date


Partially Effective 


Factor
Rate Class


2007 Distribution 


Rates


 Fully Effective 


kWh Savings 


 Fully Effective 


kW Savings 


 Partially Effective 


2007 kWh Savings 
LRAM


Annual 


kWh/kW 


Accum.


 Net  Net 


Co-Branded Mass Markets   Residential 0.0158$                    1,131,618           n/a 614,033                    13,658$            614,033           


CFL Distribution 1-Jan-07 0.79 Residential 0.0158$                    448,095              n/a 354,742                    5,587$              


Keep Cool 1-Jun-07 1.00 Residential 0.0158$                    159,884              n/a 159,884                    2,518$              


Water Heater Tune Up 1-Jan-07 0.67 Residential 0.0158$                    513,187              n/a 342,125                    5,388$              


Peaksaver 1-Jan-07 1.00 Residential 0.0158$                    10,452                n/a 10,452                      165$                


Over 50 kW Leveraging Energy 


Conservation & Load Management 1-Jun-07 0.25 General Service >50 kW 2.5986$                    n/a 92.02 n/a 717$                276.06            


Commercial DR 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 333.78 n/a -$                 2,002.68          


Customer 1 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 35 n/a n/a 210.00            


Customer 2 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 52.38 n/a n/a 314.28            


Customer 3 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 31.5 n/a n/a 189.00            


Customer 4 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 140 n/a n/a 840.00            


Customer 5 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 37.8 n/a n/a 226.80            


Customer 6 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 37.1 n/a n/a 222.60            


Distributed Energy 1-Jan-07 0.50 General Service >50 kW 2.5986$                    n/a 0.49 n/a 8$                    2.94                


TOTAL 14,383$            


Total Less GS > 50kW Programs 13,658$           


 


 


 








Table 8A: 2005 CDM Results - SSM Calculation


Program
Program Start 


Date


2005 Program 


Duration
Rate Class


Participants/ 


Projects
Free Ridership


 Utility Program 


Costs (net of 


incentives) 


 Customer 


Equipment Costs 


(net) 


  TRC Costs   TRC Benefits  TRC Net Benefits  
TRC Benefit 


Cost Ratio
SSM


 Gross  Net  Gross  Net 


Co-Branded Mass Markets Residential   34,411$                 171,984      827,578     -          43.93       36,569$              70,980$        351,347$            280,367$              4.95 14,018$     


Fall Retail Campaign 23-Sep-05 2 months Residential 6,695              5% and 10% 7,170$                   n/a 671,229     n/a 43.93       36,569$              43,739$        311,171$            267,432$              7.11 13,372$     


CFL Distribution Jan-05 12 months Residential 1,664              10% 27,241$                 171,984      156,349     -          -          -$                       27,241$        40,176$              12,935$                1.47 647$          


Cold Water Wash Campaign Oct-05 3 months Residential -                 0% -$                      -             -            -          -          -$                       -$                 -$                       -$                         -$              -$              


OTHER SUPPORT COSTS


TOTAL 14,018$     


Note:


1) Certain programs are comprised of several technologies, each with it's own Board approved free ridership level.  As such, certain programs may be shown with multiple free ridership levels.  


TRC Inputs Program Savings TRC Results (NPV)


 kWh Savings  kW Savings 








Table 8B: 2006 CDM Results - SSM Calculation


Program
Program Start 


Date


2006 Program 


Duration
Rate Class


Participants/ 


Projects
Free Ridership


 Utility Program 


Costs (net of 


incentives) 


 Customer 


Equipment Costs 


(net) 


  TRC Costs   TRC Benefits  TRC Net Benefits  
TRC Benefit Cost 


Ratio
SSM


 Gross  Net  Gross  Net 


Co-Branded Mass Markets
Residential 114,917                239,985$             12,411,778           10,809,379           470.77                 426.49                 381,521$             621,506$             3,830,305$           3,208,799$           6.16 160,440$             


CFL Distribution 1-Jan-06 12 months Residential 22,169                 10% -$                    2,314,444            2,082,999            -                      -                      -$                    -$                    530,600$             530,600$             - 26,530$               


Keep Cool
1-Jun-06 1 month Residential 534                     10% -$                    283,028               254,725               189.78                 170.80                 5,778$                 5,778$                 153,982$             148,204$             26.65 7,410$                 


OPA EKC Spring 


Campaign Apr 23 2006 4 months Residential 36,117                 10% -$                    3,898,513            3,508,662            28.00                   24.94                   155,434$             155,434$             1,116,243$           960,809$             7.18 48,040$               


OPA EKC Fall 


Campaign
Oct 1 2006 2 months Residential 48,572                 5% and 10% -$                    4,031,471            3,626,122            101.00                 90.95                   197,263$             197,263$             1,512,596$           1,315,333$           7.67 65,767$               


The Great 


Exchange Oct 26 2006 2 months Residential 2,752                   5% and 10% -$                    379,592               146,107               3.10                     2.79                     9,501$                 9,501$                 98,519$               89,018$               10.37 4,451$                 


Water Heater Tune 


Up June 5 2006 7 months Residential 2,802                   5% and 10% -$                    379,592               346,911               28.82                   26.33                   -$                        -$                        306,571$              306,571$              - 15,329$               


Switch to Cold 


Water Wash 1-Jan-06 2 months Residential 1,806                   25% -$                    1,125,138            843,853               37.57                   28.18                   13,545$               13,545$               55,233$               41,688$               4.08 2,084$                 


Peaksaver Nov 7 2006 2 months Residential 165                     0% -$                    -                      -                      82.50                   82.50                   -$                        -$                        56,561$               56,561$               - 2,828$                 


Over 50 kW Leveraging 


Energy Conservation & 


Load Management 1-Jan-06 12 months


General Service 


>50 kW
721                     10% -$                    73,546                 66,192                 15.96                   14.36                   26,065$               26,065$               35,598$               9,533$                 1.37 477$                    


Distributed Energy


1-Jan-06 12 months


General Service 


>50 kW 1                         30% 106,075$             8,000                   5,600                   40.00                   28.00                   37,360$               143,435$              30,970$               (112,465)$            0.22 (5,623)$                


OTHER SUPPORT 


COSTS


TOTAL 791,006$              3,896,873$           3,105,867$           4.93 155,293$              


Total Less GS > 50kW 


Programs 160,440$             


Note:


1) Certain programs are comprised of several technologies, each with it's own Board approved free ridership level.  As such, certain programs may be shown with multiple free ridership levels.  


TRC Inputs Program Savings TRC Results (NPV)


 kWh Savings  kW Savings 








Table 8C: 2007 CDM Results - SSM Calculation


Program
Program Start 


Date


2007 Program 


Duration
Rate Class


Participants/ 


Projects
Free Ridership


 Utility Program 


Costs (net of 


incentives) 


 Customer 


Equipment Costs 


(net) 


  TRC Costs   TRC Benefits 
 TRC Net 


Benefits  


TRC Benefit 


Cost Ratio
SSM


 Gross  Net  Gross  Net 


Co-Branded Mass Markets Residential 8,057               163,462$                  1,250,781     1,131,618    119.25         144.05         8,155$                171,617$          1,132,636$           961,019$         6.60 48,051$      


CFL Distribution 1-Jan-07 6 months Residential 4,769              10% -$                        497,884        448,095       -              -              -$                   -$                 530,600$             114,289$         - 5,714$        


Keep Cool
1-Jun-07 0.5 months Residential 468                10% -$                        180,975        159,884       107.35         96.62           8,155$                8,155$             101,213$             93,058$           12.41 4,653$        


Water Heater Tune Up
1-Jan-07 8 months Residential 2,629              5% and 10% -$                        560,309        513,187       36.72           -$                   -$                 438,950$             438,950$         - 21,948$      


Peaksaver 1-Jan-07 4 months Residential 191                0% -$                        11,613          10,452         11.90           10.71           -$                   -$                 61,873$               61,873$           - 3,094$        


Over 50 kW Leveraging Energy 


Conservation & Load Management
1-Jun-07 12 months


General Service >50 kW 1,551              10% 24,831$                   481,948        433,753       102.24         92.02           79,949$              104,780$          196,557$             91,777$           1.88 4,589$        


Commercial DR 1-Jan-07 12 months General Service >50 kW 6                    30% 16,265$                   -               -              333.78         85,630$              101,895$          149,506$             47,611$           1.47 2,381$        


Customer 1 1-Jan-07 12 months General Service >50 kW 1                    30% -               -              50.00           35.00           13,300$              13,300$            15,677$               2,377$             1.18 119$          


Customer 2 1-Jan-07 12 months General Service >50 kW 1                    30% -               -              54.00           52.38           18,430$              18,430$            23,462$               5,032$             1.27 252$          


Customer 3 1-Jan-07 12 months General Service >50 kW 1                    30% -               -              45.00           31.50           13,300$              13,300$            14,109$               809$               1.06 40$            


Customer 4 1-Jan-07 12 months General Service >50 kW 1                    30% -               -              200.00         140.00         14,000$              14,000$            62,708$               48,708$           4.48 2,435$        


Customer 5 1-Jan-07 12 months General Service >50 kW 1                    30% -               -              54.00           37.80           13,300$              13,300$            16,931$               3,631$             1.27 182$          


Customer 6 1-Jan-07 12 months General Service >50 kW 1                    30% -               -              53.00           37.10           13,300$              13,300$            16,618$               3,318$             1.25 166$          


Distributed Energy 1-Jan-07 12 months General Service >50 kW 1                    30% 25,042$                   14,000          9,800          0.70             0.49             17,413$              31,413$            16,549$               (14,864)$          0.53 (743)$         


OTHER SUPPORT COSTS


TOTAL 409,705$          1,495,248$           1,085,543$       54,277$      


Total Less GS > 50kW Programs 48,051$      


Note:


1) Certain programs are comprised of several technologies, each with it's own Board approved free ridership level.  As such, certain programs may be shown with multiple free ridership levels.  


TRC Inputs Program Savings TRC Results (NPV)


 kWh Savings  kW Savings 








TABLE 1: LRAM/SSM TOTALS BY RATE CLASS AND RATE RIDERS


LRAM SSM LRAM SSM LRAM SSM Total Total


Residential 30,682$     14,018$           226,228$       160,440$      14,675$     48,051$          271,585$          222,509$     494,094$                kWh 960,984,164          0.0005$            


Notes:


1) 2007 Billed Units - Source: 2007 PBR data filing


2) LRAM amounts include carrying charges


3) This rate rider is to be applied to all residential rate classes 


Billing 


Unit 2007 Billed Units Rate Rider


2005


Program Amounts


2006


Program Amounts


2007


Program Amounts LRAM SSM


Combined


Total








Table 2: Shared Saving Mechanism (SSM) Summary for the Years 2005 to 2007


Program Year


TRC Net 


Benefits SSM Incentive


TRC Net 


Benefits


SSM 


Incentive


TRC Net 


Benefits SSM Incentive


Co-Branded Mass Markets 2005 280,367$         14,018$         280,367$           14,018$         


2006 3,208,799$      160,440$       3,208,799$        160,440$       


2007 961,019$         48,051$         961,019$           48,051$         


Program Sub Total 4,450,185$      222,509$       4,450,185$        222,509$       


2005 -$                      -$                  


2006 9,533$          477$       9,533$               477$              


2007 91,777$        4,589$    91,777$             4,589$           


Program Sub Total 101,310$      5,066$    101,310$           5,066$           


Distributed Energy 2005 -$                      -$                  


2006 (112,465)$     (5,623)$   (112,465)$          (5,623)$          


2007 (14,864)$       (743)$      (14,864)$            (743)$             


Program Sub Total (127,329)$     (6,366)$   (127,329)$          (6,366)$          


Commercial DR 2005 -$                      -$                  


2006 -$                      -$                  


2007 47,611$        2,381$    47,611$             2,381$           


Program Sub Total 47,611$        2,381$    47,611$             2,381$           


TOTALS BY YEAR 2005 280,367$         14,018$         -$                 -$            280,367$           14,018$         


2006 3,208,799$      160,440$       (102,932)$     (5,146)$   3,105,867$        155,294$       


2007 961,019$         48,051$         124,524$      6,227$    1,085,543$        54,278$         


GRAND TOTALS 4,450,185$      222,509$       21,592$        1,081$    4,471,777$        223,590$       


TOTALS BY YEAR 2005 280,367$        14,018$         -$                -$           280,367$          14,018$         


LESS GS > 50 PROGRAMS 2006 3,208,799$     160,440$       -$                -$           3,208,799$       160,440$       


2007 961,019$         48,051$         -$                -$           961,019$           48,051$         


GRAND TOTALS 4,450,185$      222,509$       -$                -$           4,450,185$       222,509$       


Notes:


2) SSM incentive amounts for programs applicable to GS>50 kw have been ommitted from Total SSM Incentive


RESIDENTIAL GS > 50 TOTAL SAVINGS


Leveraging Energy Conservation & 


Load Management


1) TRC (Total Resource Cost) benefits are based on the approved measures and calculations as defined by the OEB's October 2, 2006 TRC 


Cost Guide








Table 3: Lost Revenue Adjustment Mechanism (LRAM) Savings by Program and Class for 2005 to 2007


TOTAL SAVINGS


Program Year KWH Savings LRAM


KW 


Savings LRAM LRAM


Co-Branded Mass Markets 2005 1,817,235 27,877$       27,877$                                        


2006 13,349,533 208,800$     208,800$                                      


2007 614,033 13,658$       13,658$                                        


Program Sub Total 15,780,801 250,335$     250,335$                                      


2005 -$                                                 


2006 516.96 680$        680$                                             


2007 276.06 717$        717$                                             


Program Sub Total 793.02 1,397$     1,397$                                          


Distributed Energy 2005 -$                                                 


2006 1,008.00 1,326$     1,326$                                          


2007 2.94 8$            8$                                                 


Program Sub Total 1,010.94 1,334$     1,334$                                          


Commercial DR 2005 -$                                                 


2006 -$                                                 


2007 2,002.68 -$            -$                                                 


Program Sub Total 2,002.68 -$            -$                                                 


SUMMARY BY YEAR 2005 1,817,235 27,877$       0.00 -$            27,877$                                        


2006 13,349,533 208,800$     1,524.96 2,006$     210,806$                                      


2007 614,033 13,658$       2,281.68 725$        14,383$                                        


GRAND TOTALS 15,780,801 250,335$     3,806.64 2,731$     253,066$                                      


SUMMARY BY YEAR 2005 1,817,235 30,682$       30,682$                                        


including Carrying Charges 2006 13,349,533 226,228$     226,228$                                      


2007 614,033 14,675$       14,675$                                        


GRAND TOTALS 15,780,801 271,585$     271,585$                                      


Notes:


1) The kWh amounts shown above for each year represent savings that occurred from the start of the program to then end of 2007.


2) Program savings have been prorated in the initial year based on the start date.


3) LRAM amounts for programs applicable to GS>50 kw have not been reduced by the estimated transformer allowance


4) LRAM amounts for programs applicable to GS>50 kw have been ommitted from Total LRAM Savings


5) Table 6 shows the calculations of carrying charges which amounted to $20,082


RESIDENTIAL GS > 50


Leveraging Energy Conservation 


& Load Management








Table 4: CDM Programs Eligible for LRAM and SSM


Rate Class 2005 2006 2007 Total


Co-Branded Mass Markets Residential


Fall Retail Campaign Residential 2005 6,695 6,695 5% and 10%


CFL Distribution Residential 2005-2007 1,664 22,169 4,769 28,602 10%


Switch to Cold Water Wash Residential 2006 1,806 1,806 25%


Keep Cool Residential 2006-2007 534 468 1,002 10%


Every Kilowatt Counts


Spring Campaign


Every Kilowatt Counts


Fall Campaign


The Great Exchange Residential 2006 2,752 2,752 5% and 10%


Water Heater Tune-up Residential 2006-2007 2,802 2,629 5,431 5% and 10%


Peaksaver Residential 2006-2007 165 191 356 0%


Distributed Energy GS > 50 2006-2007 1 1 2 30%


Commercial DR GS > 50 2007 6 6 30%


Notes:


2) Free ridership levels are determined by individual program.


3) Leveraging Energy Conservation & Load Management program includes prescriptive PBIP projects.


1) Participation level refers to the number of customers or units for the various CDM programs above.   Qualification of programs are based on the TRC guide and 


are filed with the OEB CDM annual report.


Participation Levels


Program Name Duration Free Ridership Level


Leveraging Energy 


Conservation & Load 


Management
3


GS > 50 2006-2007 721 1,551 2,272 10%


Residential


Residential


2006 36,117


48,572


10%


5% and 10%2006


36,117


48,572








Table 5: Gross and Net kWh/kW Savings


Gross Net Gross Net Gross Net Gross Net


Co-Branded Mass 


Markets
2,019,150 1,817,235 14,832,814 13,349,533 682,259 614,033 17,534,223 15,780,801


Total kWh 2,019,150 1,817,235 14,832,814 13,349,533 682,259 614,033 17,534,223 15,780,801


Gross Net Gross Net Gross Net Gross Net


Distributed Energy 1,440.00 1,008.00 4.20 2.94 1,444.20 1,010.94


Commercial DR 2,860.97 2,002.68 2,860.97 2,002.68


Total kW 0.00 0.00 2,014.40 1,524.96 3,171.90 2,281.68 5,186.30 3,806.64


Notes:


GS > 50 kW


2005 kWh 2006 kWh


793.02


1) This table shows the accumulative gross and net kWh and kW savings for the various CDM programs in the period 2005 to 


2007 inclusive.  Gross savings includes any partial year reduction factor.


2) The new savings are after the "free riders" quantities have been deducted and partial year reduction factor has been applied.  


Free ridership is defined as a program participant who would have installed a measure on their own initiative without the program.


3) Columns labeled 2005 reflect calculated savings based on the start date in 2005 plus the full year savings for both 2006 and 


2007.  Columns labeled 2006 reflect calculated savings based on start date in 2006 plus full year savings for 2007.  Columns 


labeled 2007 reflect calculated partial year savings based on start date in 2007.  


2007 kWh


574.40 516.96 306.73 276.06 881.13


Total kWh


Residential


Leveraging Energy 


Conservation & 


Load Management


2005 kW 2006 kW 2007 kW Total kW
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1.  Overview 
 
This summary of application is structured to provide an overview of adjustments sought, the 


rationale for such adjustments, the resulting rate changes and impacts of such adjustments and the 


methodologies employed in calculating the adjustments. 


 
Background Information 
 
Veridian was formed in the fall of 1999 through the merger of Ajax Hydro, Clarington Hydro and 


Pickering Hydro. Shortly after the merger, Veridian acquired the shares of Uxbridge Hydro and 


assumed responsibility for serving customers in Uxbridge on June 1, 2000. Subsequent to the 


acquisition of Uxbridge Hydro, Veridian sought and received OEB approval for the harmonization 


of rates for the former utilities of Ajax, Clarington, Pickering and Uxbridge. 


  


Since the end of 2000, Veridian has merged with or acquired several utilities as follows: 


 acquired Port Hope Hydro on May 1, 2001 


 acquired Brock Hydro on July 1, 2001 


 merged with the electrical distribution business of Belleville Utilities on October 1, 2001 


 acquired Scugog Hydro Energy Corporation on July 1, 2005 


 acquired Gravenhurst Hydro Electric Inc. on November 1, 2005 


 


In 2006, Veridian received OEB approval for the consolidation of four geographic rate zones to 


attain harmonization of rates for its service areas in Ajax, Pickering, Clarington, Uxbridge, Port 


Hope, Brock and Belleville (RP-2005-0020/EB-2005-0422). At the same time, separate updated 


rates were approved by the OEB for the Veridian_Scugog and Veridian_Grav service areas (RP-


2005-0020/EB-2005-0426 and RP-2005-0020/EB-2005-0368 respectively).   


 


On April 12, 2007, Veridian received OEB approval for 2007 rate adjustments based on the 


continuation of a separate Tariff of Rates and Charges for each of the following geographical rate 


zones (EB-2007-0583): 


 Veridian Connections Inc.; 


 Veridian Connections – Gravenhurst, and; 


 Veridian Connections – Scugog. 


 


On April 16, 2008, Veridian received OEB approval for the harmonization of distribution rates and 


charges for the geographical rate zones of Veridian Connections Inc. and Veridian Connections-


Scugog (EB-2007-0879).   
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Veridian currently maintains two separate Tariff of Rates and Charges for the following geographical 


rate zones: 


 Veridian Connections-Main 


 Veridian Connections-Grav 


 
 
Table A provides a breakdown of Veridian‟s customers by rate class and rate zone as of  


             December 31, 2007. 


 


Rate Class Veridian-Main Veridian-Grav Total 


Residential 93,687 - 93,687 


Residential - Urban  2,944 2944 


Residential - Suburban   720 720 


Residential - Suburban Seasonal   1,601 1,601 


GS < 50kW 8,494 701 9,195 


GS > 50kW 1,024 47 1,071 


General Service 3,000 to 4,999 kW 2  0 2 


Large Use 5 0  5 


Unmetered Scattered Load 866 0 866 


Subtotal 104,078 6,013 110,091 


Sentinel Lighting (connections) 730 53 783 


Street Lighting (connections) 25,923 947 26,870 


 


 
2. Adjustments Sought 
 
In accordance with the OEB‟s letter of October 3, 2008 outlining filing requirements for 2009 


Incentive Regulation Mechanism (IRM) Distribution Rate Adjustments, Veridian has prepared and 


is filing its 2009 electricity distribution rate application. A single application is being filed for 2009 


adjustments to Veridian‟s two separate Tariff of Rates and Charges. 


 


Veridian is also seeking, through this application, recovery of Lost Revenue Adjustment Mechanism 


and Shared Savings Mechanism amounts calculated up to December 31, 2007. 


  
2.1 – 2009 IRM Adjustment 
 
Veridian has used the OEB‟s 2009 IRM Model to calculate the 2009 IRM rate adjustment. The 


adjustments include the 2nd Generation IRM price cap index adjustment to distribution rates, 


application of the K-factor for the final transition to the common deemed capital structure, the 


application of the federal tax adjustment for changes in corporate income tax rates for 2009 and the 


prescribed adjustment to Retail Transmission Service Rates to reflect recent changes to the Uniform 


Transmission Rates. No change has been requested in the Smart Meter Rate Adder.  
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In the model, reference is made to the Board Approved 2006 EDR Model as inputs to Sheets D1.1 


K-factor Adjustment Wrksht and D2.1 Federal Tax Adjust Wrksht.  In the case of Veridian_Main, 


inputs were obtained from the Harmonized VCI & Scugog 2006 Model as approved in the April 16, 


2008 decision EB-2007-0879. 


 


Completed models are attached as Appendix “E” and “F”. 


 
 
2.1.1 - Approved IRM Price Cap Index Adjustment 
 
This adjustment was made according to the OEB‟s approved methodology. No changes to inputs or 


calculations within the 2009 IRM Model have been made. 


 
2.1.2 - K-Factor Adjustment – Final Transition to common deemed capital structure 
 


This adjustment was made according to the OEB‟s approved methodology and inputs and 


calculations within Sheet D1.1 K-factor Adjustment Wrksht as instructed. Results are provided 


below.  


 


Veridian_Main   -0.3% of Base Revenue Requirement   ($126,684.18) 


Veridian_Grav   -0.4% of Base Revenue Requirement  ($  10,694.93) 


 


 
2.1.3 – Federal Tax Adjustment – Adjustment for 2009 Corporate Income Tax Rates 
 
This adjustment was made according to the OEB‟s approved methodology and inputs and 


calculations within Sheet D2.1 Federal Tax Adjust Wrksht as instructed.  Results are provided 


below. 


 


Veridian_Main   -0.200% Adjustment Factor   ($82,950) 


Veridian_Grav   -0.100% Adjustment Factor   ($  2,768) 


 


 


2.1.4 – Retail Transmission Service Rate Adjustment 
 
On October 22, 2008 the OEB issued Guidelines for adjusting the Retail Transmission Service Rates 


(RTSR).  The Guidelines state that the adjustment to the RTSRs for the 2009 IRM applications will 


be based only on the specific changes in the connection and network rates that were determined in 


the Uniform Transmission Rates (UTR) proceeding.  The prescribed methodology has been used in 


calculating the “Uniform Percentage” and entered as directed on Sheet L1.1 Curr&Appl for TX 


Network and Sheet L2.1 Curr&Appl for TX Connect in the 2009 2GIRM Rate Generator Model.  
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The Uniform Percentage for the Network Service Rate is 11.255%.  The Uniform Percentage for the 


Line and Transformation Connection Service Rate is 5.455%. 


 


2.1.5 - Smart Meter Rate Adder 
 
As per the OEB‟s approved methodology, the price cap adjustment and K-factor adjustment have 


not been applied to the approved 2008 Smart Meter Rate Adder that is currently included in the 


monthly service charge.   


 


The 2008 Smart Meter Rate Adder was removed prior to application of the price cap adjustment and 


K-factor adjustment.   


 


Veridian does not request a change in the currently approved Smart Meter Rate Adder. 


 


 
2.2 – Recovery of Shared Savings Mechanism (SSM) and Lost Revenue Adjustment  
        Mechanism (LRAM) Amounts 
 
2.2.1 OVERVIEW 


Veridian is seeking to recover the following amounts calculated up to December 31, 2007: 


 Lost Revenue Adjustment Mechanism (LRAM) - $271,585 and 


 Shared Savings Mechanism (SSM) - $222,509. 


 


These amounts reflect savings achieved through the implementation of Veridian's third tranche 


Conservation and Demand Management (CDM) plan for the years 2005 to 2007.  Veridian‟s CDM 


plan was approved by the Board in 2004 (proceeding RP-2004-0203 / EB-2004-0484). Following 


Veridian‟s acquisition of Scugog Hydro and Gravenhurst Hydro in 2005, the plan was updated to 


incorporate the Board approved CDM plans of those distributors. The total investment 


commitment under the updated plan is $3.741 million. 


 


In 2007 Veridian sought and received Board approval for modifications to its CDM plan, including a 


one-year extension for completion of planned activities (proceeding EB-2007-0712). At the end of 


2007 investments under Veridian‟s CDM plan totaled $2.764 million. Veridian fully discharged its 


$3.741 investment obligation by September 30 2008, which was the extended deadline date for plan 


completion. 


 


While investments continued under Veridian‟s CDM plan in 2008, the majority related to the 


purchase of capital assets for the purpose of distribution system loss reduction. Such „utility-side‟ 


investments do not provide for LRAM/SSM recoveries. Therefore, this LRAM/SSM recovery 
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application, if approved, will provide for full and complete recovery of LRAM/SSM amounts related 


to Veridian‟s CDM plan. 


 


Veridian proposes to recover the total combined LRAM/SSM amount of $494,094 through a class-


specific volumetric rate rider that would be in effect for the 2009 rate year. The residential class-


specific volumetric rate rider was determined by totaling the class-specific LRAM and SSM amounts 


by program and dividing by amount of volume billed during 2007.  Table 1 summarizes the total 


LRAM and SSM amount for the residential customer class, the 2007 volumetric billing quantity and 


the resulting rate rider. All tables are at the end of this section.  


 


The SSM calculation has been prepared in accordance with the Board's Decision and Order in the 


EB-2007-0096 proceeding (Toronto Hydro Electric System Limited) which directed that the SSM 


amount should not be grossed up for taxes. 


 


Table 4 outlines the programs for which Veridian is seeking recovery of LRAM and SSM amounts, 


with the corresponding participation and free ridership levels. As required by the Board, Veridian 


filed annual evaluation reports related to these programs. Veridian‟s 2005, 2006 and 2007 


Conservation and Demand Management annual reports can be found on the Board‟s website at 


http://www.oeb.gov.on.ca/OEB/Industry+Relations/OEB+Key+Initiatives/Conservation+and+


Demand+Management+(CDM)/CDM+Reports+Plans+and+Applications#V. 


 


Veridian retained SeeLine Group Ltd. to assist in the calculation of the LRAM and SSM amounts 


referenced in this application. As part of its work SeeLine Group Ltd. re-calculated the TRC results 


stated in Veridian‟s annual reports to reflect the most current version of the Board‟s Assumptions 


and Measures List. 


 


2.2.2 - AUTHORIZATION FOR LRAM / SSM RECOVERY 


 


The Board issued its Guidelines for Electricity Distributor Conservation and Demand Management - EB-2008-


0037 (“Guidelines”) on March 28, 2008. The purpose of the Guidelines is to "provide 


comprehensive information on the Board's policies relating to CDM activities undertaken by 


electricity distributors in Ontario" (p. 1). 


 


Section 5 of the Guidelines explains that distributors can expect to have lower revenues due to 


unforecasted reductions in energy use as a result of CDM activities. It goes on to state that LRAM is 


an acceptable process to compensate distributors for lost revenues, thereby  removing the financial 


disincentive associated with energy savings achieved through distributor CDM initiatives. 


 


Section 6 of the Guidelines expresses the Board's recognition that there needs to be an incentive-


based mechanism to encourage more aggressive CDM activities. The SSM is therefore made 



http://www.oeb.gov.on.ca/OEB/Industry+Relations/OEB+Key+Initiatives/Conservation+and+Demand+Management+(CDM)/CDM+Reports+Plans+and+Applications#V

http://www.oeb.gov.on.ca/OEB/Industry+Relations/OEB+Key+Initiatives/Conservation+and+Demand+Management+(CDM)/CDM+Reports+Plans+and+Applications#V





Manager‟s Summary 
EB-2008-0214 


Veridian_VC-2009_IRM Distribution Rate Adjustment 
Page 6 of 10 


 
available to distributors when customer-focused initiatives are funded through distribution rates and 


when the costs of such initiatives are expensed. 


 


2.2.3 - METHODOLOGY FOR CALCULATING LRAM AND SSM 


 


The Guidelines provide the basis and methodology required to file an application for LRAM and 


SSM recovery. With the assistance of SeeLine Group Ltd., Veridian used the Guidelines in 


calculating the quantities and dollar amounts that comprise this claim. In addition, Veridian has 


followed the Board‟s Decision and Order in the EB-2007-0096 proceeding in which the Board 


approved Toronto Hydro-Electric System Limited‟s LRAM/SSM recovery application (“THESL 


Decision”). 


 


LRAM and SSM amounts are recoverable on a retroactive basis in accordance with the Guidelines. 


Veridian utilized the Total Resource Cost (“TRC”) test and measures to determine the costs and 


benefits from each of the CDM program initiatives. Veridian has used the inputs and assumptions 


for the various CDM measures as listed in the Board‟s Guidelines.  


 


LRAM amounts were based on energy savings by customer class from various CDM programs; 


Table 4 lists these programs. LRAM quantities were adjusted for free ridership as required by the 


TRC test methodology with adjustment in accordance with the THESL Decision. Table 5 shows the 


gross and net kWh and kW savings. 


 


Veridian calculated LRAM and SSM amounts for both the residential and general service > 50 kW 


customer classes. However, the amount related to the general service > 50 kW customer class is not 


material and Veridian is therefore not seeking recovery.   


 


The SSM calculation was prepared in accordance with the Guidelines and the THESL Decision. The 


net benefits of each program were identified using the TRC test.  Veridian then applied the 


allowable 5% to each CDM initiative. The SSM total includes any programs that had “negative 


benefits” and has not been adjusted for taxes.  


 


All of the CDM activities for which LRAM and SSM are being claimed were funded by the "3rd 


tranche increase" in market adjusted revenue requirement during the 2005 rate year and, as such, 


Veridian understands that an independent review of these calculations is not needed. It should be 


noted, however, that Veridian utilized a CDM consultant for the preparation of the annual reports 


to the Board from which most of the data flows and used SeeLine Group Ltd. to assist in the 


preparation of this LRAM/SSM claim. 
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2.2.4 - LRAM CALCULATION 


 


The LRAM was calculated by multiplying the net energy savings, kW or kWh, for each program by a 


weighted volumetric distribution charge developed from Board approved rates for the applicable 


rate class on a year by year basis.   


 


Weighted Variable Rate Methodology 


 


Veridian maintained several Tariffs by geographical service areas over the period 2005 – 2007.  As 


program result information was not available on a geographical service area, but rather for a class 


total only, a weighted volumetric distribution rate was developed for each year to be applied against 


total class net energy savings.  


 


First, weighted geographical volumetric rates by class for each year were developed. In 2005, 


distribution rate changes were effective April 1st.  In 2006 and 2007, distribution rate changes were 


effective May 1st.  Weighted rates were developed by using the number of months each rate was in 


effect during each calendar year.   


 


Second, the weighted geographical class volumetric rates were weighted by the number of customers 


within each geographical service area as a proportion of the total number of customers within the 


class.  This produced a single weighted volumetric distribution rate per class per calendar year. 


 


Veridian‟s total LRAM claim for the three year period ending December 31, 2007 is $271,585. This 


includes carrying charges of $21,250. Table 3 provides a summary of the savings quantities and the 


LRAM dollar amounts by program and rate class for each of the three years. 


 


Veridian made adjustments to apportion the savings achieved in the year a program was initiated. 


For example, a program that started on October 1st would only receive partial credit for the year in 


which it was initiated. The program would then receive full credit for subsequent years, limited by 


the measure life as prescribed in the OEB measures and assumptions list. Tables 7A, 7B and 7C 


show the LRAM amounts for each of the CDM programs in each of the three years. In these tables 


the terms “partially effective” and “fully effective” are used to account for the timing issues 


discussed in this paragraph.  


Regulatory asset recovery riders were excluded from the approved rates in calculating the LRAM 


amounts. Veridian‟s approved rates did not contain any adjustment for the effects of CDM 


programs.  


 


The LRAM amounts to be recovered have been adjusted for free riders as defined in the Guidelines. 


LRAM is based on net kWh or kW after deducting for free riders. The amount of free riders varies 
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depending on the CDM program. Veridian based its percentage reductions on the THESL Decision. 


Table 5 shows the free rider impact on the quantities for each program for the years 2005 to 2007. 


 


2.2.5 - SSM CALCULATION 
 


As stated in the Guidelines, SSM is based on 5% of the net benefits before tax as calculated using 


the TRC test. Veridian is making an SSM claim for $222,509. Table 2 provides a summary of the 


SSM amount for each program for the years 2005 to 2007. 
 


The SSM was only applied to customer-focused initiatives that reduce demand and/or reduce the 


level of consumption. The SSM calculation is a function of the net present value of the program 


benefits as defined by the TRC measures. Program net benefits are determined by the present value 


of the stream of benefits over a program‟s life, comprised mainly of avoided generation, 


transmission and distribution costs offset by the present value of program costs. Veridian used the 


following discount rates: 5.93% for 2005, 6.55% for 2006 and 6.55% for 2007. 
 


Tables 8A, 8B and 8C provide a summary of the TRC costs and TRC benefits for each of the CDM 


programs covering the 2005 to 2007 years. Programs with negative TRC benefits have been included 


in calculating the SSM amount.  
 


2.2.6 - CARRYING CHARGES  
 


In the THESL Decision the Board found that the distributor was entitled to carrying charges on 


LRAM balances. Veridian has calculated carrying charges on LRAM amounts to April 30, 2009 in 


the amount of $21,250. 
 


Veridian used the Board‟s prescribed interest rates from second quarter (Q2) 2006 up to Q3 2008. 


For 2005 the three month Banker‟s Acceptance historical data obtained from the Bank of Canada 


monthly series plus a 0.25% spread was used. Veridian assumes that the Board's prescribed rate for 


Q4 2008, Q1 2009 and Q2 2009 to be the same as Q3 2008. The rate for each year was obtained by 


taking an average of the four quarterly rates. 


 


Simple interest has been calculated on the average balance for each year using the average interest 


rate for the year.  For 2009 interest was calculated for the four-month period to April 30, 2009. 
 


The average balance for the year is a simple average of the opening and closing balances. Opening 


and closing balances were determined as follows: programs originating in 2005 were assumed to start 


October 1, 2005 and the savings were spread evenly over the twenty-seven months to December 31, 


2007; programs originating in 2006 were assumed to start June 1, 2006 and the savings spread evenly 


over the 19 months to December 31, 2007. 
 


Table 6 shows the LRAM carrying charge calculations. 
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3. - Results -  Bill Impacts 
 


A summary of results and total bill impacts for the 2009 IRM Adjustment and the cumulative results 


and total bill impacts of the LRAM/SSM rate rider recovery are provided here.  


 


Detailed Bill Impacts as generated by the OEB 2009 2GIRM Rate Generator are provided in 


Appendix “A” and “B”. Detailed Bill Impacts including the Rate Rider for LRAM/SSM Recovery 


are included in Appendix “C” and “D”. 


 


Table B:  Total Bill Impacts – 2009 IRM Adjustment and RTSR Adjustment without   


                 LRAM/SSM Rate Rider 


 
 
 


      Veridian_Main Veridian_Grav 


          


Class 


Monthly 
Consumption, 


kWh 


Monthly 
Demand, 


kW $ Change 
% 


Change $ Change 
% 


Change 


Residential               1,000  -  $          0.94 0.8  %  N/A  0.00% 


Res-Urban               1,000  -  N/A  0.00%  $       1.06  0.8 % 


Res-Suburban               1,000  -  N/A  0.00%  $       1.09  0.8 % 


Res-SubSeason               1,000  -  N/A  0.00%  $       1.26  0.8 % 
 
 
GS<50             10,000 -  $          7.78 0.7  %  $       9.11  0.8 % 


GS>50            435,000  1,480   $      474.79 1.0  % N/A N/A 


GS>50              20,000      50         N/A  0.00% $   16.98 0.8 % 


Intermediate         1,750,000  
               


4,000   $    1,391.40 0.8  %  N/A  0.0 % 


Large Use         5,000,000  
           


10,000  $    3,453.84 0.7  %  N/A  0.0 % 


USL                5,000  -  $          3.90 0.7  %  N/A  0.0 % 


Sentinel Lighting                  180                0.5   $          0.22 0.9  %  $        0.24 1.2 % 


Street Lighting                  180               0.5   $          0.22 1.1  %  $        0.24 1.3 % 
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Table C:  Cumulative Total Bill Impacts – 2009 IRM Adjustment and RTSR Adjustment  


                 plus LRAM/SSM Rate Rider 


 


 
Veridian submits that no bill impacts are excessive and mitigation is not necessary. 


 
 
 
 
 
 


      Veridian_Main Veridian_Grav 


          


Class 


Monthly 
Consumption, 


kWh 


Monthly 
Demand, 


kW $ Change 
% 


Change $ Change 
% 


Change 


Residential               1,000  -  $      1.47 1.3  %  N/A  0.0% 


Res-Urban               1,000  -  N/A  0.00%  $       1.58  1.3% 


Res-Suburban               1,000  -  N/A  0.00%  $       1.61  1.2% 


Res-SubSeason               1,000  -  N/A  0.00%  $       1.78 1.2% 


       


       





