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Dear Commissioners:
2020 Cost Allocation Study and 2021 OATT Application Docket UE20945

On July 22, 2021, Maritime Electric Company, Limited (the “Company”) filed an updated cost
allocation study based on financial results ending on December 31, 2021 prepared by Chymko
Consulting Limited. The 2020 Cost Allocation Study (“CAS” or the “Study”) was the primary input
into the 2021 Open Access Transmission Tariff (“OATT”) Application filed with the Island
Regulatory and Appeals Commission (the “Commission”) on July 30, 2021.

In preparation for the OATT stakeholder session held on February 18, 2022, an error in the
calculation of 2020 rate base was identified in the 2020 CAS. An updated 2020 CAS is provided
as Attachment 1.

In particular, customer contributions to property, plant and equipment were added to rate base
instead of subtracted from rate base resulting in an overstatement of rate base in the Study.
Because the cost of assets are not directly recovered in rate base, correcting the error does not
impact the total 2020 revenue requirement; however, it does change how revenue requirement is
allocated to the various functions as shown in Table 1.

Table 1
Functionalized Revenue Requirement ($ million)
2020 as Filed | 2020 Amended 2017
Power Supply Costs $136.7 $137.5 $126.1
Transmission Costs 16.0 14.7 12.3
Distribution Costs 38.4 39.1 332
Services and Metering Costs 10.3 10.1 9.1
Customer Care Costs 0.9 0.9 1.1
Lighting Costs 1.0 1.0 0.8
Total Functionalized Revenue Requirement $203.3 $203.3 $182.6

The above changes to the functionalized revenue requirement do not materially impact the
classification of revenue requirement as demand, energy or site related as shown in Table 2. Nor
does this update to the 2020 CAS materially impact the revenue-to-cost (‘RTC”) ratios as shown
in Table 3.
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Table 2
Classified Revenue Requirement
2020 Revenue 2020 Revenue 2017 Revenue
Requirement as Filed Requirement Amended Requirement

Demand 35% 35% 32%

Energy 51% 52% 55%

Site 14% 14% 14%

Total 100% 100% 100%

Table 3
Comparison of RTC Ratios
e § 2020 Table 4 - St_age 1
Rate Classification 2020 as filed Anibnded Rate Design 2017
Application

Residential 93% 93% 93% 91%
Residential (Seasonal) 94% 94% 96% 96%
Farm 92% 92% 83% 82%
General Service 118% 118% 119% 121%
General Service (Seasonal) 103% 102% 110% 113%
Small Industrial 109% 109% 102% 102%
Large Industrial 96% 96% 94% 94%
Lights 79% 79% 91% 91%
Unmetered 106% 105% 104% 104%
Total 100% 100% 100% 100%

As shown in Table 1, the functionalized revenue requirement for transmission costs has been
reduced from $16.0 million to $14.7 million. As determining the functionalized revenue
requirement allocated to the transmission function is an essential step in the calculation of OATT

rates, the Company is amending the proposed OATT rates as shown in Table 4.

Table 4
Rates for Services in Maritime Electric’s OATT
Original
SI:hoe:.:.‘.lf Reference A(?/:n'mﬂmﬁs Proposed Rates
Services ($/MW-month)

Scheduling, System Control and Dispatch 1 Appendix F 96.56 98.23
Reactive Supply and Voltage Control .
from Generation Sources 2 Appendix H 70.65 50.58
Point-to-Point Transmission Service 7and 8 | Appendix D 3,831.93 4,154.90
Non-Capital Support Charge Rate 9 Section 8.0 1.77% 1.88%
Network Transmission Service Att. H Appendix E 3,831.93 4,154.90

During the Company’s review to ensure no other corrections were required, three smaller
adjustments to the assets allocated to OATT transmission facilities were noted and reflected in

the amended rates in Table 4.
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The transmission portion of Y-104 designated for Maritime Electric wind purchases
increased by approximately $62 thousand from $4.95 million to $5.01 million. An updated
reconciliation of the 2015 to 2020 additions increased the total cost of this multi-year
project by $142 thousand and 35.9 kilometres of the 83.1 kilometre line is designated for
Maritime Electric wind purchases.

The Church Road substation, which cost $2.8 million, was deemed a facility designated
for Maritime Electric wind purchases when it was placed in service in 2013, and the
associated costs are not reflected in the current OATT. The connection of the Church
Road substation to Y-104 in 2017 changed this substation to an OATT facility, as it is no
longer used to solely connect the eastern PEI wind facilities to the system. Therefore, the
cost of the substation has been reflected in the revised OATT.

Included in Appendix G (and recovered under Schedule 2) was a proxy value for
capacitors. The inclusion of a proxy value was subsequently determined to be
unnecessary as the transmission service costs include the actual costs of capacitors
installed in 2018 and 2020. Therefore, the proxy value was removed.

Attachment 2 provides slip sheet updates to the OATT Application filed on July 30, 2021 to reflect
these amendments.

If you have any questions or require additional information concerning any aspect of the contents
of this letter, please do not hesitate to contact me at 902-629-3701.
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Yours truly,

MARITIME ELECTRIC
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Michelle Francis
Vice President, Finance and
Chief Financial Officer





