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August 17, 2023

VIA RESS

Ms. Nancy Marconi
Registrar

Ontario Energy Board
2300 Yonge Street

27th Floor, Box 2319
Toronto, ON M4P 1E4
Email: registrar@oeb.ca

Dear Ms. Marconi;

RE: ALECTRA UTILITIES CORPORATION (“ALECTRA UTILITIES”) INCENTIVE
REGULATION MECHANISM (“IRM”’) APPLICATION FOR 2024 ELECTRICITY
DISTRIBUTION RATES AND CHARGES (EB-2023-0241)

Alectra Utilities Corporation (“Alectra Utilities”) submits its electricity distribution rate (“EDR”)
application for approval of proposed distribution rates and other charges in the Horizon Ultilities,
Brampton, PowerStream, Enersource, Guelph Hydro Rate Zones (“RZ”) effective January 1,
2024. The proposed 2024 rates are based on 2023 rates adjusted by the Ontario Energy Board’s
(“OEB”) Price Cap Index Adjustment Mechanism formula.

This application is being filed in accordance with the OEB’s Filing Requirements for Electricity
Distribution Rate Applications — Chapter 3 Incentive Rate-Setting Applications, issued June 15,
2023 (the “Chapter 3 Filing Requirements”).

This application includes live versions of the following:

2024 IRM Checklist

Rate Generator Models

Global Adjustment (“GA”) Analysis Work Forms

Renewable Generation Connection Rate Protection (“‘RGCRP”) Models
Lost Revenue Adjustment Mechanism Variance Account (“LRAMVA”) Work Forms
Prospective LRAMVA Rate Rider Calculation

Alectra Utilities’ Conservation and Demand Management (“CDM”) Savings
Guelph’s Conservation and Demand Management (“CDM”) Savings
Savings Persistence Calculation

Capitalization Policy Impact Model

Earnings Sharing Mechanism Calculation

Alectra Utilities has filed an electronic version of this application via the OEB’s RESS filing system.

Alectra Utilities Corporation
2185 Derry Road West, Mississauga, ON L5N 7A6 | t 905 273 7425 alectrautilities.com



Should you have any questions or require additional information, please do not hesitate to
contact the undersigned.

Yours truly,

cE

Natalie Yeates
Director, Regulatory Affairs & Reporting
natalie.yeates@alectrautilities.com

cc: Charles Keizer, Torys LLP
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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 Alectra Utilities
Corporation to the Ontario Energy Board for an Order or Orders
approving or fixing just and reasonable rates and other service

charges for the distribution of electricity as of January 1, 2024.
APPLICATION

Alectra Utilities Corporation (the “Applicant” or “Alectra Utilities”), is a corporation incorporated
under the Ontario Business Corporations Act, and is licenced by the Ontario Energy Board
(the “OEB”) to own and operate electricity distribution facilities under licence number ED-
2016-0360.

Alectra Utilities hereby applies to the OEB pursuant to section 78 of the Ontario Energy Board
Act, 1998, as amended (the “OEB Act”), for orders approving:

a. Electricity distribution rates and charges in the Horizon Ultilities, Brampton,
PowerStream, Enersource and Guelph Hydro Rate Zones (“RZs”) effective January 1,
2024, based on 2023 rates adjusted by the OEB’s Price Cap Index Adjustment

Mechanism formula;

b. Clearance of the balances recorded in Alectra Utilities’ Group 1 deferral and variance
accounts, by means of class-specific rate riders effective January 1, 2024 to December
31, 2024;

c. Recovery of Renewable Generation Connection Rate Protection (“RGCRP”) funding;

d. Disposition of the balance in Alectra Utilities’ Lost Revenue Adjustment Mechanism
Variance Accounts (“LRAMVA”); and

e. Updated Low Voltage service rates in the Horizon Utilities, Brampton, PowerStream,

Enersource and Guelph Hydro RZs.
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This Application is prepared in accordance with the OEB’s:

a. Filing Requirements for Electricity Distribution Rate Applications, issued June 15, 2023

(the “Filing Requirements”);

b. Report of the Board — New Policy Options for the Funding of Capital Investments: The
Advanced Capital Module, issued September 18, 2014; and the subsequent Report of
the Board — New Policy Options for the Funding of Capital Investments: Supplemental
Report, issued January 22, 2016;

c. Report of the Board: Renewed Regulatory Framework for Electricity Distributors: A

Performance-Based Approach, dated October 18, 2012; and
d. Handbook for Utility Rate Applications, dated October 13, 2016.

This Application is supported by pre-filed written evidence which may be amended from time
to time. For the reasons set out in this Application, Alectra Utilities submits that the proposed

distribution rates and other charges are just and reasonable.

PROPOSED EFFECTIVE DATE

Alectra Utilities requests that the OEB make its Final Rate Order effective January 1, 2024. If
the OEB does not expect that the Final Rate Order will be issued by such date, the Applicant
requests an Order declaring its current (i.e., 2023) distribution rates and charges to be
effective on an interim basis as of January 1, 2024. Further, the Applicant requests that the
OEB approve rate riders to facilitate the recovery of any differences between the interim rates
and the actual rates from January 1, 2024, until the implementation date of the OEB’s Decision

and Order establishing final rates and charges.

FORM OF HEARING REQUESTED

Alectra Ultilities requests that the elements of this Application be heard by way of written

hearing.



N

EB-2023-0241

Alectra Utilities Corporation
2024 EDR Application
Exhibit 1

Tab 1

Schedule 2

Page 3 of 4

CONTACT INFORMATION

Alectra Utilities requests that copies of all documents filed with the OEB by each party to this

proceeding be served on the Applicant and the Applicant’s counsel as follows:

19

20
21
22
23
24
25

The Applicant:

Christine E. Long

Vice-President, Regulatory Affairs and Privacy Officer

Alectra Utilities Corporation
2185 Derry Road West,
Mississauga, Ontario, L5N 7A6

Email: christine.long@alectrautilities.com

Natalie Yeates

Director, Regulatory Affairs and Reporting
Alectra Utilities Corporation

2185 Derry Road West,

Mississauga, Ontario, L5N 7A6

Email: natalie.yeates@alectrautilities.com

Internet Address: http://www.alectrautilities.com/

The Applicant’s Counsel:

Charles Keizer

Torys LLP

79 Wellington St West,
Toronto, Ontario, M5K 1N2
Tel: (416) 865-7512

Email: ckeizer@torys.com
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Dated at Mississauga, Ontario this 17" day of August, 2023.

ALECTRA UTILITIES CORPORATION

Christine E. Long, LL.B

Vice-President, Regulatory Affairs and Privacy Officer
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CERTIFICATION OF THE EVIDENCE

As Executive Vice-President and Chief Financial Officer of Alectra Inc., | certify that, to the best
of my knowledge, the evidence filed in this Application is accurate, consistent and complete. |
also certify that Alectra Utilities has robust processes and internal controls in place for the

preparation, review, verification and oversight of the account balances being disposed.

Cloade 537

AN

Danielle Diaz, CPA, CA

Executive Vice-President and Chief Financial Officer
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CERTIFICATION REGARDING PERSONAL INFORMATION

As Vice-President Regulatory Affairs and Privacy Officer of Alectra Utilities Corporation, | certify
that, to the best of my knowledge, the evidence filed in this Application does not include any
personal information, as defined in the Freedom of Information and Protection of Privacy Act, that
is not otherwise redacted in accordance with Rule 9A of the OEB’s Rules of Practice and
Procedure.

Chushoe & Ao f

Christine E. Long, LL.B
Vice-President Regulatory Affairs and Privacy Officer
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EXECUTIVE OVERVIEW

This Executive Overview provides a summary of the structure and key aspects of this Application.

Application Structure

Exhibit 2 sets out the IRM-related evidence in respect of the Applicant’s individual rate zones,
including 2024 Price Cap Incentive Rate-setting (“IR”) adjustments; deferral and variance account
disposition; Lost Revenue Adjustment Mechanism Variance Account (“LRAMVA”); Low Voltage
(“LV”) service rates; Renewable Generation Connection Rate Protection (‘RGCRP”) and Earnings
Sharing Mechanism. Exhibit 3 includes attachments in support of various aspects of the
Application. The 2024 IRM Checklist is filed as Attachment 6.

Proposed Effective Date of Rate Order

A list of requested approvals is set out in the Application at Exhibit 1, Tab 1, Schedule 2. Alectra
Utilities proposes that the OEB make its Rate Order, together with the other relief sought in this
Application, effective January 1, 2024. In addition, Alectra Utilities requests that the OEB declare
each of the respective RZ’s current (i.e., 2023) rates as interim effective January 1, 2024, as
necessary, if the preceding approvals cannot be issued by the OEB in time to implement final
rates, effective January 1, 2024. Further, Alectra Utilities requests that the OEB approve rate
riders that would provide for the recovery of foregone revenue for the period from January 1, 2024

to the implementation date of the 2024 Tariff of Rates and Charges.

Conclusion

Alectra Utilities respectfully requests that the OEB approve the relief sought in this Annual Filing.
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INCENTIVE REGULATION MECHANISM (“IRM”)

MANAGER’S SUMMARY

Alectra Utilities is applying for distribution rates and other charges, pursuant to a Price Cap IR,
effective January 1, 2024. This application impacts customers in 17 communities including: the
Cities of Hamilton and St. Catharines in the Horizon Ultilities RZ; the City of Brampton in the
Brampton RZ; the Cities of Barrie, Markham, Vaughan and the Towns of Aurora, Richmond Hill,
Alliston, Beeton, Bradford West Gwillimbury, Penetanguishene, Thornton, and Tottenham, in the
PowerStream RZ; the City of Mississauga, in the Enersource RZ; and the City of Guelph and the
Village of Rockwood, in the Guelph Hydro RZ.

Alectra Utilities has completed the OEB’s Rate Generator Model (“RGM”) and LRAMVA and GA
Analysis Workforms, where applicable. This Application has been prepared in accordance with
the updated Chapter 3 of the Board’s Filing Requirements for Electricity Distribution Rate
Applications — 2023 Edition for 2024 Rate Applications (the “Chapter 3 Filing Requirements”),
dated June 15, 2023, including the key OEB reference documents listed therein, and the Letter
from the Board to Rate-requlated Electricity Distributors and All Other Interested Stakeholders re:
Updated Filing Requirements for Electricity Distribution Rate Applications, Chapter 3, dated June
15, 2023.

This Application incorporates, or will incorporate, the following guidelines, reports and policy

changes, where appropriate for all rate zones:
e Guideline (G-2008-0001) on Retail Transmission Service Rates - October 22, 2008
(Revision 3.0 June 22,2011 and any subsequent updates);

e Report of the Board on 3rd Generation Incentive Regulation for Ontario's Electricity
Distributors - July 14, 2008;

o Supplemental Report of the Board on 3rd Generation Incentive Regulation for Ontario's
Electricity Distributors - September 17, 2008;

e Addendum to the Supplemental Report of the Board on 3rd Generation Incentive

Regulation for Ontario's Electricity Distributors - January 28, 2009;



10
11

12
13

14
15

16
17

18
19

20
21

22
23

24
25

EB-2023-0241

Alectra Utilities Corporation
2024 EDR Application
Exhibit 2

Tab 1

Schedule 1

Page 2 of 7

Report of the Board on Electricity Distributors' Deferral and Variance Account Review
Initiative (EDDVAR) - July 31, 2009;

Report of the Board: Renewed Regulatory Framework for Electricity Distributors: A

Performance-Based Approach - October 18, 2012;

Report of the Board: Rate Setting Parameters and Benchmarking under the Renewed
Regulatory Framework for Ontario's Electricity Distributors - corrected December 4,
2013;

Board Policy (EB-2012-0410) - A New Distribution Rate Design for Residential Electricity
Customers - April 2, 2015;

Report of the Ontario Energy Board - Defining Ontario’s Typical Electricity Customer —
April 14, 2016;

Report of the Board: New Policy Options for the Funding of Capital Investments: The
Advanced Capital Module - September 18, 2014;

Report of the Ontario Energy Board - New Policy Options for the Funding of Capital
Investments: Supplemental Report — January 22, 2016;

OEB Letter: Applications for 2024 Electricity Distribution Rates — December 1, 2022
(updated Decembre 23, 2022);

OEB Letter: Incremental Capital Modules During Extended Deferred Rebasing Periods —
February 10, 2022;

Guidance on Wholesale Market Service Accounting for Capacity Based Demand
Response (CBDR) and new IESO Charge Type 9920 — March 29, 2016;

Accounting Guidance related to Accounts 1588 RSVA Power, and 1589 RSVA Global
Adjustment — February 21, 2019;

OEB Letter: Accounting Direction Regarding Bill C-97 and Other Changes in Regulatory
or Legislated Tax Rules for Capital Cost Allowance — July 25, 2019;
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OEB Letter: Adjustments to Correct for Errors in Electricity Distributor “Pass-Through”

Variance Accounts After Disposition — October 31, 2019

Guidelines for Electricity Distributors' Conservation and Demand Management - April 26,
2012 (2012 CDM Guidelines);

Report of the Ontario Energy Board - Updated Policy for the Lost Revenue Adjustment
Mechanism Calculation: Lost Revenues and Peak Demand Savings from Conservation

and Demand Management Programs — May 19, 2016;

Guidelines for Electricity Distributors' Conservation and Demand Management -
December 19, 2014 (2014 CDM Guidelines) — Updated August 11, 2016;

Updated Guidance on LRAM Variance Account 1568 — New Sub-Account 1568-0001
LRAMVA Demand Response — July 18, 2017;

Conservation and Demand Management Guidelines for Electricity Distributors —
December 20, 2021 (2021 CDM Guidelines); and

Guidance on Prospective Lost Revenue Adjustment Mechanism (LRAM) Amounts —
2024 Rates.

Alectra Utilities provides a summary of the relief sought in respect of specific rate zones, below.

Horizon Utilities RZ

Alectra Utilities is seeking OEB approval of the following items for the Horizon Utilities RZ:

a. 2024 distribution rates effective January 1, 2024 based on 2023 rates adjusted by the

OEB'’s Price Cap Index Adjustment Mechanism formula;

b. The clearance of the 2022 balances recorded in Group 1 deferral and variance
accounts by means of class-specific rate riders effective January 1, 2024 to
December 31, 2024;

c. The clearance of the balance in the 1589 Account RSVA - Global Adjustment and
1580 Account RSVA Wholesale Market Service Charge — Sub Account CBR B
attributed to new Class A and new Class B customers as of July 1, 2022, by means
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of customer-specific bill adjustments for each new Class A and new Class B

customer;
An adjustment to the retail transmission service rates effective January 1, 2024;
An adjustment to the Low Voltage service rates effective January 1, 2024;

Disposition of LRAMVA amounts related to CDM activities in 2022 to 2024 over a

one-year period; and

Current (i.e., 2023) rates provided in Attachment 1 be declared interim effective
January 1, 2024, as necessary, if the preceding approvals cannot be issued by the

OEB in time to implement final rates effective January 1, 2024.

Brampton RZ

Alectra Utilities is seeking OEB approval of the following items for the Brampton RZ:

a.

2024 distribution rates effective January 1, 2024 based on 2023 rates adjusted by the

OEB'’s Price Cap Index Adjustment Mechanism formula;

The clearance of the 2022 balances recorded in Group 1 deferral and variance
accounts by means of class-specific rate riders effective January 1, 2024 to
December 31, 2024;

The clearance of the balance in the 1589 Account RSVA - Global Adjustment and
1580 Account RSVA Wholesale Market Service Charge — Sub Account CBR B
attributed to new Class A and new Class B customers as of July 1, 2022, by means
of customer-specific bill adjustments for each new Class A and new Class B

customer;

An adjustment to the retail transmission service rates effective January 1, 2024;
Low Voltage service rates effective January 1, 2024;

Recovery of RGCRP funding;

Disposition of LRAMVA amounts related to CDM activities in 2022 to 2024 over a

three-year period for the Street Lighting rate class; over a two-year period for the
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2022-2023 amounts and one-year period for the 2024 amount in the Unmetered

Scattered Load rate class; and over a one-year period for all other rate classes; and

Current (i.e., 2023) rates provided in Attachment 2 be declared interim effective
January 1, 2024, as necessary, if the preceding approvals cannot be issued by the

OEB in time to implement final rates effective January 1, 2024.

PowerStream RZ

Alectra Utilities is seeking OEB approval of the following items for the PowerStream RZ:

a.

2024 distribution rates effective January 1, 2024 based on 2023 rates adjusted by the

OEB’s Price Cap Index Adjustment Mechanism formula;

The clearance of the 2022 balances recorded in Group 1 deferral and variance
accounts by means of class-specific rate riders effective January 1, 2024 to December
31, 2024;

The clearance of the balance in the 1589 Account RSVA - Global Adjustment and
1580 Account RSVA Wholesale Market Service Charge — Sub Account CBR B
attributed to new Class A and new Class B customers as of July 1, 2022, by means of

customer-specific bill adjustments for each new Class A and new Class B customer;
An adjustment to the retail transmission service rates effective January 1, 2024;

An adjustment to the Low Voltage service rates effective January 1, 2024;
Recovery of RGCRP funding;

Disposition of LRAMVA amounts related to CDM activities in 2022 to 2024 over a one-

year period; and

Current (i.e., 2023) rates provided in Attachment 3 be declared interim effective
January 1, 2024, as necessary, if the preceding approvals cannot be issued by the

OEB in time to implement final rates effective January 1, 2024.

Enersource RZ

Alectra Utilities is seeking OEB approval of the following items for the Enersource RZ:
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2024 distribution rates effective January 1, 2024 based on 2023 rates adjusted by the

OEB’s Price Cap Index Adjustment Mechanism formula;

The clearance of the 2022 balances recorded in Group 1 deferral and variance
accounts by means of class-specific rate riders effective January 1, 2024 to December
31, 2024;

The clearance of the balance in the 1589 Account RSVA - Global Adjustment and
1580 Account RSVA Wholesale Market Service Charge — Sub Account CBR B
attributed to new Class A and new Class B customers as of July 1, 2022, by means of

customer-specific bill adjustments for each new Class A and new Class B customer;
An adjustment to the retail transmission service rates effective January 1, 2024;

An adjustment to the Low Voltage rates effective January 1, 2024;

Recovery of RGCRP funding;

Disposition of LRAMVA amounts related to CDM activities in 2022 to 2024 over a one-

year period; and

Current (i.e., 2023) rates provided in Attachment 4 be declared interim effective
January 1, 2024, as necessary, if the preceding approvals cannot be issued by the

OEB in time to implement final rates effective January 1, 2024.

Guelph Hydro RZ

Alectra Utilities is seeking OEB approval of the following items for the Guelph Hydro RZ:

a.

b.

C.

2024 distribution rates effective January 1, 2024 based on 2023 rates adjusted by the

OEB’s Price Cap Index Adjustment Mechanism formula;

The clearance of the 2022 balances recorded in Group 1 deferral and variance
accounts by means of class-specific rate riders effective January 1, 2024 to December
31, 2024;

The clearance of the balance in the 1589 Account RSVA - Global Adjustment and
1580 Account RSVA Wholesale Market Service Charge — Sub Account CBR B
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attributed to new Class A and new Class B customers as of July 1, 2022, by means of

customer-specific bill adjustments for each new Class A and new Class B customer;

. An adjustment to the retail transmission service rates effective January 1, 2024;

. An adjustment to the Low Voltage rates effective January 1, 2024;

Disposition of LRAMVA amounts related to CDM activities in 2022 to 2024 over a
three-year period for the Street Lighting rate class and over a one-year period for all

other rate classes; and

Current (i.e., 2023) rates provided in Attachment 5 be declared interim effective
January 1, 2024, as necessary, if the preceding approvals cannot be issued by the

OEB in time to implement final rates effective January 1, 2024.
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CAPITALIZATION POLICY

Alectra Utilities conformed its capitalization policy in 2017 (as a result of the consolidation through
which Alectra Utilities was formed, and as required under the International Financial Reporting

Standards (“IFRS”)) to align the capitalization policies for the Alectra Utilities rate zones.

IFRS 10 Consolidated Financial Statements, states that uniform accounting policies have to be
adopted for like transactions in a group of companies. Further, IFRS 3 Business Combinations
prescribes that the accounting policies of the parties to the merger should align to the acquirer’s
policy. IFRS 3 provides guidance on identifying the acquirer by assessing the relative voting rights
in the combined entity after the merger; the acquirer being the combining entity whose owners,

as a group, receive the largest portion of voting rights in the combined entity.

For the predecessor companies that formed Alectra Utilities, PowerStream is the acquirer in
accordance with IFRS 3 and IFRS 10. Consequently, Alectra Utilities adopted the PowerStream

capitalization policy.

In 2017, the capitalization policies of the former Enersource, Horizon Utilities, and Brampton
changed to conform to the capitalization policy of the acquirer (as identified by IFRS), the former
PowerStream. In 2019, the capitalization policy of the former Guelph Hydro was changed to

conform to the capitalization policy of the former PowerStream.

In the 2018 EDR Application proceeding (EB-2017-0024), the OEB issued a Decision and Partial
Accounting Order’, directing Alectra Utilities to establish three new deferral accounts to track the
change in capitalization policy for the Horizon Utilities, Enersource and Brampton RZs. In the
2018 EDR Application Decision, the OEB stated that:

“For the remainder of the Custom IR term, the effect on earnings resulting from the
change in the capitalization policy will be dealt with through the ESM. Once the
Custom IR term ends, the Horizon Utilities RZ will move to Price Cap IR per the

MAADs policy, and it will be treated consistently with the Brampton and Enersource

" Decision and Partial Accounting Order, EB-2017-0024, December 20, 2017.
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RZs. Alectra Utilities shall retain the deferral account opened for Horizon Ultilities RZ,
however, the first entries to the account shall begin January 1, 2020. The Brampton
and Enersource RZs are on Price Cap IR. For these rates zones, the OEB finds it
appropriate to retain the balances recorded in the deferral accounts approved in the

Decision and Partial Accounting Order effective February 1, 2017.

In its Decision on Confidentiality and Procedural Order No. 3 in Alectra Utilities’ 2019 EDR
Application, the OEB deferred the capitalization policy issue, of calculating the capitalization
impact for the purpose of recording balances in the deferral accounts, to Alectra Utilities’ 2020
EDR Application.

In the OEB’s Partial Decision and Order in Alectra Utilities’ 2020 EDR Application, the OEB found
that the impact of the change in capitalization policy should be determined using the Account
1576 approach, and consistent with this approach, the balances should be disposed at Alectra
Utilities next rebasing application. Further, the OEB established a deferral account for the Guelph
Hydro RZ on the same basis as the deferral accounts for the Horizon Utilities, Brampton and

Enersource RZs, with the first entry to the account effective January 1, 2020. 2

During the 2020 EDR Application proceeding, Alectra Utilities indicated that its Brampton, Horizon
Utilities, PowerStream and Enersource RZs, migrated to Alectra Utilities’ Enterprise Resource
Planning (“ERP”) system in July 2019. As these legacy systems are no longer in place, and due
to the complexities and costs required to maintain four additional sets of general ledgers, Alectra

Utilities can no longer determine the capitalization policy impact based on legacy systems.

Alectra Utilities proposed to rely on the actual impacts derived prior to the ERP convergence to
determine the actual impacts of the capitalization policy change in 2019, and the remainder of the
rebasing deferral period. Alectra Utilities determined the allocation percentages by rate zones
based on a ratio of the actual impact of the capitalization policy change, prior to the ERP
convergence, to actual distribution plant capital for the corresponding period. The proposed

allocation percentages and calculation were included in ‘Tab 3 Allocation Method’ of the

2 Partial Decision and Order, EB-2019-0018, January 30, 2020, pp. 35-39.
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Capitalization Policy Model filed in response to G-Staff-3 in the 2020 EDR proceeding. The
percentages determined by this calculation establishes the basis on which to calculate the
capitalization policy impact. The percentages are then applied to the actual distribution plant
capital to determine the capitalization policy impact; therefore, changes in the deferral account
balances over the remainder of the rebasing deferral period will be driven by the actual distribution

plant capital in any given year.
In the OEB’s Partial Decision and Order, the OEB found:

“The OEB finds Alectra Utilities’ approach to allocations acceptable based on the
information provided in this proceeding. Allocation methodologies are not an exact
science, and typically there are a number of different approaches that can be applied.
Alectra Utilities is now a merged utility seeking to pursue synergies. One of these has
been to consolidate to a new ERP. As a result, estimates are required to allocate
financial information to each RZ. The OEB accepts this approach. However, the OEB
concludes that it is appropriate to continue to monitor the results of the allocation
methodology for unexpected results that might lead to the conclusion that an

amendment is required to the allocation approach on a prospective basis.”®

In the OEB’s Decision and Rate Order in Alectra Utilities’ 2021 EDR Application, the OEB
accepted the allocation methodology applied by Alectra Utilities to the capitalized deferral
accounts for the Enersource and Brampton RZs. Further, the OEB stated that Alectra Utilities
should file evidence in its 2022 IRM application, applying the accepted allocation methodology,
quantifying the differences between actual to forecast allocations and explaining the key drivers,

particularly if the differences are material.*

3 Partial Decision and Order, EB-2019-0018, January 30, 2020, pp. 38-39.

4 Decision and Rate Order, EB-2020-0002, December 17, 2020, p. 52.
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Alectra Utilities provided a forecast of the capitalization policy impacts over the rebasing deferral
period in its 2020 EDR proceeding.® This forecast was underpinned by the capital included in
Alectra Utilities’ Distribution System Plan (“DSP”). Alectra Utilities’ forecast capital expenditures
have been revised in response to the OEB’s Decision on the M-factor included in Alectra Utilities’
2020 EDR Application. As identified above, any changes relative to the capitalization policy
impacts included in the 2020 EDR proceeding, are driven by the actual distribution plant capital

expenditures in any given year.

In this Filing, Alectra Utilities reports on the actual balance in the capitalization deferral accounts
as at December 31, 2022 for the Enersource, Brampton, Horizon Utilities and Guelph Hydro RZs.
Alectra Ultilities applied the allocation methodology accepted by the OEB to determine the

balances in the deferral accounts.

Tables 1 to 4, below provide the actual balances in the deferral accounts from 2017 to 2022. The
first entries recorded for the Horizon Utilities and Guelph Hydro RZs were effective January 1,
2020, in accordance with the OEB’s previous decisions. The capitalization policy impact model is
filed as Attachment 35.

Table 1 — Capitalization Policy Impact — ERZ ($000s)

Accounting Changes between Rebasing Years
Enersource Rate Zone

2017 2018 2019 2020 2021 2022
Actual Actual Actual Actual Actual Actual
Opening net PP&E 0 1,819 3,441 4,805 6,132 7,529
Net Additions - Note 3 1,866 1,712 1,490 1,491 1,601 1,109
Net Depreciation (amounts should be negative) 47) (89) (127) (164) (204) (232)
Closing net PP&E 1,819 3,441 4,805 6,132 7,529 8,407

5 Draft Rate Order, Reply Submission, EB-2019-0018, February 24, 2020.
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Table 2 —Capitalization Policy Impact — BRZ ($000s)
Accounting Changes between Rebasing Years
Brampton Rate Zone
2017 2018 2019 2020 2021 2022
Actual Actual Actual Actual Actual Actual
Opening net PP&E 0 (1,785) (3,308)  (5,149)|  (7,239)| (10,258)
Net Additions - Note 3 (1,831  (1,610) (1,976)]  (2,283)|  (3,293)|  (2,702)
Net Depreciation (amounts should be negative) 46 86 135 192 275 342
Closing net PP&E (1,785) (3,308)|  (5,149)|  (7,239)| (10,258)| (12,617)
Table 3 —Capitalization Policy Impact — HRZ ($000s)
Accounting Changes between Rebasing Years
Horizon Utilities Rate Zone
2017 2018 2019 2020 2021 2022
Actual Actual Actual Actual Actual Actual
Opening net PP&E 0 0 0 0 6,349 12,126
Net Additions - Note 3 0 0 0 6,512 6,092 6,785
Net Depreciation (amounts should be negative) - - - (163) (315) (485)
Closing net PP&E 0 0 0 6,349 12,126 18,426
Table 4 — Capitalization Policy Impact — GRZ ($000s)
Accounting Changes between Rebasing Years
Guelph Rate Zone
2017 2018 2019 2020 2021
Actual Actual Actual Actual Actual
Opening net PP&E 0 0 0 0 422 768
Net Additions - Note 3 0 0 0 432 367 480
Net Depreciation (amounts should be negative) - - - (11) (20) (32)
Closing net PP&E 0 0 0 422 768 1,216

Alectra Ultilities’ Guelph Hydro RZ migrated to Alectra Utilities’ Enterprise Resource Planning

(“ERP”) system in May 2022. Therefore, consistent with the allocation methodology accepted by

the OEB and used for the Enersource, Brampton and Horizon Utilities RZs, the calculation of the
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impact for the Guelph Hydro RZ will be consistent with the approved allocation methodology.
Specifically, Alectra Utilities will rely on the actual impacts derived prior to the ERP convergence
to determine the actual impacts of the capitalization policy change for Guelph Hydro in 2022, and

the remainder of the rebasing deferral period.

As identified above, to determine the capitalization impact (i.e., net additions amount), the
allocation percentages were applied to distribution plant capital for each RZ. In order to assess
the reasonability of the allocation methodology, Alectra Utilities compared the change in
distribution plant capital in the Enersource, Brampton, and Horizon Utilities RZs from 2021 to
2022, as provided in Table 5, below. In 2021 the capitalization policy impact for the Guelph RZ

was determined based on its legacy system, so it has been excluded from the analysis below.

Table 5 — Allocation Methodology Analysis — Year Over Year

. . 2021 2022 0
Allocation Analysis ($MM) Actuals  Actuals % Change
ERZ - Net PP&E Change 1.6 1.1 -30.7%
ERZ - Distribution Plant Capital 47.3 32.8 -30.7%
BRZ - Net PP&E Change (3.3) (2.7) -18.0%
BRZ - Distribution Plant Capital 41.1 33.7 -18.0%
HRZ - Net PP&E Change 6.1 6.8 11.4%
HRZ - Distribution Plant Capital 52.7 58.7 11.4%

The decrease in the capitalization policy impact in the Enersource RZ was due to decreased
System Access (system expansion work driven by customers and roads work) and System
Renewal capital (cable renewal) in 2022. The decrease in the impact from $1.6MM in 2021 to
$1.1MM in 2022 of 30.7%, is consistent with the decrease in distribution plant capital over the
2021 to 2022 period.

The decrease in the capitalization policy impact in the Brampton RZ was due to decreased System
Access (customer connections and roads work) and System Renewal capital (cable renewal) in
2022. The decrease in the impact from ($3.3MM) in 2021 to ($2.7MM) in 2022 of 18%, is

consistent with the decrease in distribution plant capital over the 2021 to 2022 period.
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The increase in the capitalization policy impact in the Horizon Utilities RZ was due to increased
System Renewal capital (cable renewal) and System Service (lines capacity projects and
automation) in 2022. The increase in the impact from $6.1MM in 2021 to $6.8MM in 2022 of

11.4% is consistent with the increase in distribution plant capital over the 2021 to 2022 period.

Further, as directed by the OEB in Alectra Utilities’ 2021 EDR Application, Alectra Utilities has
also quantified the differences between actual to forecast allocations which were driven by

differences between actual to forecast distribution plant capital®, as provided in Table 6.

Table 6 — Allocation Methodology Analysis — Actuals vs. Forecast

2022 ($MM) ERZ BRZz HRZ
Forecast Distribution Plant Capital per 2020 DSP (EB-2019-0018) 65.1 32.9 50.1
Actual Distribution Plant 32.8 33.7 58.7
Actual to Forecast Difference (32.4) 0.8 8.6
Allocation % per 2020 IRM (EB-2019-0018) 3.38%| -8.01%| 11.56%
Actual to Forecast Difference in Capitalization Policy Impacts (1.1) (0.1) 1.0

The decrease in the Enersource RZ of ($32.4MM) is mainly due to lower investment in

underground asset renewal and lower lines capacity and road authority projects.

The increase in the Brampton RZ of $0.8MM is due to an increase in the volume of reactive capital
work and higher investment in SCADA and automation, partially offset by lower road authority

projects.

The increase in the Horizon RZ of $8.6MM is due to an increase in the volume of reactive capital

work and higher investment in SCADA and automation.

Alectra Utilities submits that its allocation methodology remains appropriate.

6 The forecast impacts were provided in Alectra Utilities’ 2020 EDR Application (EB-2019-0018)
Capitalization Policy Interrogatory G-Staff-3.
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ANNUAL PRICE CAP ADJUSTMENT MECHANISM

As part of the RRFE, the OEB initiated a review of utility performance, per the Defining and
Measuring Performance of Electricity Transmitters and Distributors (EB-2010-0379) proceeding.
As part of this proceeding, the OEB contracted Pacific Economics Group Research, LLC (“PEG”)
to prepare a report to the OEB (the “PEG Report”) entitled, Empirical Research in Support of
Incentive Rate Setting in Ontario: Report to the Ontario Energy Boar