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From Michael Boll mailtoMichaelBolliesoca
Sent Wednesday April 05 2017 855 PM

To Glenn Zacher Peter Hamilton

Cc Anthony Martinello Jeannette Briggs

Subject FW RPP Variance Interest

Glenn and Peter

Anthony has helpfully pointed out the below Current process is for IESOs interest costs relating to its RPP variance to

be carried in the variance account and rolled into next RPP price setting This relates to the discussion today regarding

whether the IESOs interest costs for the deferral account would become part of the regulatory asset or funded by IESO

some other way

From Anthony Martinello

Sent April 05 2017 833 PM

To Michael Boll Jeannette Briggs

Subject RPP Variance Interest

Michael see below OEB link and snagits to support for why todays RPP variance has interest expense and income

kept within the RPP variance account Regards

httpwwwontarioenergyboardcaoeb DocumentsEB20040205RPP Manualpdf
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s for RIP Price

Roles of flu Independatt Electricity System Operator IESO

The IfESOs main roles is to plan the eIectiidty system procure resources administer the

wholesale electricity market in Ontario and to direct the operation of the 1E50

controlled grid scheduling and dispatching the electricity system to maintain safe and

reliable electricity supply The IIESO settles the wholesale market with all wholesale

market participants both buyers and sellers The other main responsibilities of the IESO

are forecasting electricity demand and supply adequacy and contracting for supply or

d management The IESO roles with respect to the RFT are

to include the global adjustment in its monthly settlements2

to hold in a variance account the amounts due to differences between actual

electricity commodity prices and the forecast based RPP prices and

to provide the OEB with information as row be required by the OEB for

purposes of the determination of RPP prices and the final RI variance

settlement amotmt

Page 10 and 11
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Equation I below shows the calculatkin of the RPP supply cost

Equation

Cartzi M + iA B+ CD+ E + Ai where

PP supply cost

e NI is the amount that the RP supply would have cost under the Nta6ei Rules

e A is the RPP proportion of the total global adjustment cost41

1 The expression in square brackess is the global adjustment NG in the expressus ir in square

brackets integrates two separate components of the global Adiustment formula G and FP as

out in 0 R 42904 Adjustments under Section 2533 of the Act made under the

Act>

ricity

Prior to January I 2011 the global adjustment was allocated to PPP supply costs according to

share of total Ontario load represented by RPP emsumers denoted here as a

a Res 4204 has been amended to revise how global 414LOstern costs are allocated to

CAMStUrken O Reg 42904 defines two classes of consumers Class A comprised of calISISMAIS

whose maximum hourly demand for electricity in a month is at least 5 MW N at least 3 NM for

customers in certain industries and Class B cortg0171411 comprised of all other consumers

includiatg RPP coramovers

Therelom as of larrony 120114 is Mined as follows

RPPa Clars 1114 4where

the proportion of Global Adjustment costs attributed to Class A consum
RPP4 the total load of RPP consumers
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A is the amount paid to prescribed generators in respect of the output of their

prescribed generation facilities

B is the amount those generators would have received under the Market Rules

C is principally the amount paid to the OEFC with respect to its payments under

contracts with the non utility generators Nins
D is principally the amount that would have ben received under the Market

Rules for electricity and ancillary services supplied by those NUGs
E is the amount paid to the IESO with respect to its payments under certain

contracts with renewable generators

▪ F the amount that would have been received under the Market Rules for

electricity and ancillary services supplied by those renewable generators

G is a the Amount paid by the IESO for its other procurement contracts for

generation both conventional and certain renewable or for demand response or

conservation and demand management ratM $ and b the stun of any
amounts approved by the OEB for conservation and demand management

programs approved by the OES that are payable by the IESO teand

▪ is the interest paid to orearned by the IESO in relation to the PPP variance

ACV

The forecast per unit cost of the RFT supply is Cue divided by the total forecast energy
demand of RPP consumers RPP prices are based on that forecast per unit cost For that

per unit cost forecast all the terms in Equation I must be forecast The remainder of this

chapter describes the methodology for forecasting these terms the average per unit cost

of RPP and the methodology for setting the base RN price

Page 17

Cost 677 IESO Valifause Account

This section describes the calculation of the sixth term of Equation 1

Cr=M+aRkB1CD1EF± G +11

The IESO incurs direct costs to carry the UPrelated variance account The IESO must

pay interest on any negative variances The lE9D also credits the variance account with

interest earned on any positive balances Interest amounts can be forecast using the

forecast of variance over the year and an assumption of the interest rates the IESO

would earn or pay given its credit rating

The IESO does not currently allocate any other specific operating costs to the

administration of its MT related variance account

Page 39
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As shown in Figure 2 of Chapter I the IFSO carries a variance atCount representing the

accumulated difference between the actual RFF supply cost and the revenues collected

from RFP consumers Consumers who do not leave the RP will pay or receive the

benefit of the accumulated variance over the next 12 months through the component of

the RFP price that reflects past variancesoas described in Chapter 3 of this Manual

However once consumers leave RP supply° they no longer pay RPF prices and

the no longer pay or receive the benefit of their share of past cumulative variances

For that reason these consumers will be responsible for a final RFF variance settlement

when they leave RPF supply since the RFF price determination assumed that they

would have remained on RPF for the full 12 months

The final RPI variance settlement amount could be viler or negative In other words

depending on the status of the variance account held by the IE50 the consumer could

either receive a payment iecredit or be required to make a payment Le debit

The contents of this chapter are

e Determination of Final RI Variance Settlement Amount and Rate and

Final RP Variance Settlement Amount Calculation

RFF consumers ate also responall4for paying any interesti costs incurred by the IEOin
relation to the variance account A consumer leaving the RPe is also responsible tor a share of

these interest costs Equation takes into account that such costs are reported monthly to the OM
and are added to the variance that is reported to the OEB by the 1E5 each month
2° That is move out of Ontario switch to the spot market option or to a competitive Wailer or

cease to be eligible tar the RIP
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To Luilitate this varimiie acimint settlement rwesture the IWO reports owtidy to the

OE a on the acoinititated ImItrice in the lEfikfai1PviaLowe itf651int In addition Ehe

ILSO reports the aorued 27777 on the RPP varianer atontrrit OLI3 tonvertti the

11 variance reeoverv amount trererred to in fAtotion

2 below As Vie for final settlement by dding the total Aciumulated WitiMCV by tlw

actual total PPP komitaiption in the preceding I trontni Tile per kWh Variame

amount is comournicated by the OEB to the distTamilits to use in a1 settlement And is

also ramie public cut the Oen web site This eomanUrtiattiM MA web site posting is

done on or aroartkl the 15eicti each month

stun or themarnotintr into
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