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RESPONSES TO INTERROGATORIES OF

Vulnerable Energy Consumers Coalition (VECC)

Interrogatory # 1 – SMART METERS

Question #1.1

Reference:
EDR 2006 Model, Tabs ADJ 1 and ADJ 3


Schedule 3-1

a) Please complete the following attached Tables 1, 2 and 3 for the Applicant’s Smart Meter Costs included in Proposed 2006 Rate Application (over and above the 2005 Approved CDM plans).

Response

Table #1 – Smart Meter Program

	
	2006 Total # of

Customers to be Converted
	2005/05

to be

Converted Under CDM Plan
	2006 Convers.

Incremental to

CDM Plan
	Future Conversion Schedule

	
	
	
	
	2007
	2008
	2009

	Residential
	2500
	750
	2500
	TBD
	TBD
	TBD

	GS < 50 kW
	    0
	  0
	   0
	TBD
	TBD
	TBD

	GS 50 to 200 kW
	    0
	  0
	   0
	TBD
	TBD
	TBD

	GS >200 kW
	    0
	  0
	   0
	TBD
	TBD
	TBD

	Total
	2500
	750
	2500
	TBD
	TBD
	TBD


Table #2 – Cost Assumptions

	
	Per Unit Installed Capital Cost
	Depreciation Period
	Annual Per Unit Operating Costs

	
	
	
	

	Residential
	$        200.00
	25 years
	$        38.46

	GS < 50 kW
	$            0
	
	$          0

	GS 50 to 200 kW
	$            0
	
	$          0

	GS >200 kW
	$            0
	
	$          0

	Total
	$ 500,000.00
	25 years
	$125,000.00


Table #3 – Incremental 2006 Smart Meter Costs (per Application)

	
	2006 SM Capital Expenditures

(over 3rd Tranche)
	Depreciation
	Operating Expense

	
	
	
	

	Meters:
	
	
	

	  Residential
	$500,000.00
	$20,000.00
	$96,150.00

	  GS < 50 kW
	$           0
	$         0
	$         0

	  GS 50 to 200 kW
	$           0
	$         0
	$         0

	  GS >200 kW
	$           0
	$         0
	$         0

	Other (Specify)
	$           0
	$         0
	$         0

	   #1

   #2
	$           0
	$         0
	$         0

	
	
	
	

	Total 
	$500,000.00
	$20,000.00
	$96,150.00




b) Please confirm the amounts for the Tier 1 Rate Base and Distribution Expense Adjustments requested for 2006 – in excess of the 2005 approved CDM plan.

Response

The Tier 1 adjustments for Smart Metering in excess of the 2005 approved CDM plan are:

Capital


$500,000
Expense

$125,000

c) Indicate what action the Applicant will take (vis-à-vis it’s requested 2006 Rates) if the government regulations require either a different schedule than the one filed or different types of meters than assumed in the Application and t specified as filed proposal.

Response

Bluewater Power’s plan allows it to adapt and conform to any obligations that government regulations may impose.

With respect to changes in “schedule”, we will adjust our implementation to conform and we would anticipate that there would be an obligation to record actual expenditures in the year and adjust as required.  

With respect to changes in the “types of meters”, it is anticipated that sufficient details regarding metering types will be available prior to commencement of implementation in April of 2006. If not, that uncertainty may affect Bluewater Power’s implementation schedule, in which case, see the paragraph above. 

2.
Generic Issue #2.1:  Deferral Accounts – Regulatory Costs

Question #2.1.1

Reference:
2006 EDR Model Tab 2-2 and Tab ADJ3

a) Please complete the following table with respect to the costs included in Regulatory Expenses (Account 5655)

	Expense Item
	2006

Application
	2004

Actual
	2003

Actual
	2002

Actual

	Regulators’ Fees/Charges
	
	
	
	

	  OEB Base Levy
	$83,432
(Tier 1 adj.) plus $32,972 (dist. expense)
	$32,972
	$43,991
	$50,887

	  Other OEB Charges
	
	
	
	

	  Other Energy Regulatory    Fees (specify)  - ESA Fees
	$6192
	$6,192
	
	

	  Subtotal (1)
	$122,596
	$39,164
	$43,991
	$50,887

	In House Costs
	
	
	
	

	  Staff .Compensation
	$63,873
	$63,873
	$56,855
	$56,392

	  Other Costs
	$  2,677
	$  2,677
	$  2,393
	$  2,087

	  Subtotal (2)
	$66,550
	$66,550
	$59,248
	$58,479

	Outsourced Services
	
	
	
	

	  Legal Services
	
	
	
	

	  Consultants
	
	
	$6,100
	

	  Other Costs (Specify)
	
	
	
	

	  Subtotal (3)
	$0
	$0
	$6,100
	$0

	
	
	
	
	

	TOTAL Reg. Expense
	$189,146
	$105,714
	$109,339
	$109,366

	
	
	
	
	

	Total Customers
	35,145
	35,145
	34,897
	34,563

	Total Energy Distributed
	1,149,895,547
	1,149,895,547
	1,132,704,213
	0

	
	
	
	
	

	Reg. Costs/Customer
	$5.38
	$3.01
	$3.13
	$3.16

	Reg. Costs/kWh Distributed
	$.000164
	$.000092
	$.000096
	$.000096


b) Please provide Explanatory Notes for all material increases/decreases from 2002-2006.

Response

The materiality threshold for Bluewater Power as defined in the 2006 EDR Model for distribution expenses is $23,885.  The only material variance relates to an increase of $83,432 from the 2004 actual to 2006 Application.  This variance results from the 2005 forecast for the OEB cost assessment of $116,404 compared to the 2004 actual amount of $32,972, which creates an incremental expense of $83,432.  This value has been included in the 2006 application as a Tier 1 adjustment.  That increase is due to the fact that the entire OEB Assessment will be required to be recorded as a direct expense commencing May 1, 2006.


c) Provide a list of 2004 positions involved in regulatory matters regarding the OEB and other Energy Regulators.

Response

In 2004, the following positions were involved in regulatory matters on more than an incidental basis:

Senior Regulatory Analyst
VP Corporate Services and General Counsel

Manager of Finance
Energy Settlement Analyst



d) Provide the number of FTEs for 2004 associated with the reported staff compensation (i.e., salaries and benefits) in the table.

Response

The amount reported in the table above reflects one FTE. That FTE represents one full time position, being the Senior Regulatory Analyst.  

e) Please indicate whether the reported in-house costs in Table 1 include any allocated overheads or staff-related costs other than direct compensation.  If so, please explain how the amounts to be included were determined.

Response

We do not include allocated overheads in “In-house Costs” in the above table. The costs reported under “Staff Compensation” include only direct compensation, and do not include employee benefit costs. The costs reported under “Other Costs” include only direct costs for the dedicated position, including travel, meals, training, etc. 


f) If the OEB were to establish a deferral account for Regulatory Costs and permit utilities to record their costs of consultants, legal counsel and direct incremental disbursements, does the Applicant record costs in any other USoA accounts that it considers would qualify.  If so, please indicate the nature of such costs, where they would be reported, and the amounts the Applicant incurred in 2002-2004.

Response

The following is management’s opinion as to costs that would qualify for inclusion in Regulatory Costs that are not included in the table above.
	
	2004
	2003
	2002

	Consultants
	$  2,750
	$600
	s/bo

	Legal
	$30,771
	$    0
	$       0

	Direct Incremental Disbursements
	$         0
	$    0
	$       0


Generic Issue #2.2:  Deferral Accounts – Revenue Losses Attributable to Unforecasted Distributed Generation

Question #2.2.1

Reference:  Schedule 10.6

a) Is the Applicant currently aware of any potential load displacement projects that could affect revenues for 2006?

Response

Bluewater Power is aware of one potential load displacement project affecting two customers (totaling approximately 1% of Bluewater Power’s distribution revenue) that is anticipated at some point during the later part of the 2006 Rate Year.
Prior to the submission of our 2006 Rate Application, Bluewater Power contacted the customers to gain more information regarding their timing. They were not able to provide information with a sufficient degree of certainty that would have permitted Bluewater Power to include a claim for an amount representing potential revenue loss due to load displacement.  



b) How far in advance (i.e., months) of the actual installation of load displacement generation would the Applicant typically expect to become aware of such a project?

Response

We would anticipate receiving notice in the range of 3 to 9 months, however, that notice would likely be preliminary in nature. Our experience is that the customer is often not able to commit to a firm date on which the displacement of load will commence.
Generic Issue #4.1:  Other Deferral Accounts – Rate Mitigation Revenue Shortfalls

Question #4.1.1

Reference:
Schedule 13.1

a) Please confirm that the Applicant does not expect any short-fall in revenue for 2006 as a result of proposed Rate Impact Mitigation measures.

Response

Bluewater Power does not expect any short-fall in revenue as a result of the proposed rate impact mitigation measure.  



b) If this is not the case, please explain why and quantify the anticipated impact.

Response
Not applicable.
Generic Issue #4.2:  Other Deferral Accounts:  Low Voltage Charge Variations

Question #4.2.1

Reference:
EDR 2006 Model – Tab 5.1, Tab 7.2 and Tab 8.5

a) Please confirm that the Applicant is an Embedded Distributor – but is not a Host Distributor.

Response

Bluewater Power is an Embedded Distributor of Hydro One. It is not a host distributor to any other LDC.


b) Please provide a schedule that indicates what the LV Wheeling charges included in the Application are as a percentage of:

· Total Distribution Revenue Requirement (per Tab 5.1)

· Total Rate Base

Response

Bluewater Power has applied for recovery of $159,666 related to low voltage charges.  These low voltage charges were calculated in accordance with the 2006 Rate Handbook and are an estimate of the expected Hydro One charges that will be levied on Bluewater Power in the 2006 rate year.  

	
	Value in 2006 EDR Model
	Percentage

	Low Voltage charges 
	$      159,666
	

	Service Revenue Requirement
	$ 18,209,333
	.88%

	Total Rate Base
	$ 46,908,698
	.34%


c) If the OEB were to establish deferral accounts for LV Wheeling cost incurred by Embedded Distributors, would it be appropriate to credit to the account the revenues received from customers based on the LV cost adders per Tab 8.5?  If not, why not?

Response

If the OEB were to establish deferral accounts for LV Wheeling costs without removing the LV cost adders per Tab 8.5, then it would be necessary to credit the deferral account for the amount received from customers based on those LV cost adders.  


d) Would it be more appropriate to consider the account a variance account similar to RSVA’s?

Response

There is no prudence issue for the OEB to consider in approving the recovery of the variance and, therefore, it would be more appropriate for the variance to be captured by a variance account.


e) If the Applicant is a Host Distributor, please complete and provide Schedule 10.7

Response
Not applicable.
Generic Issue #4.3:  Other Deferral Accounts – Material Bad Debt

Question #4.3.1

Reference:
EDR Model – Tab ADJ5 (Specific Distribution Expense)



EDR Schedule 6-2 (Bad Debt Expense)

a) Over the three years (2002-2004), how many individual bad debt occurrences did the Applicant experience that met the materiality threshold as defined by the Rate Handbook (page 46)?
Response

Bluewater Power’s Materiality Threshold is $23,885 (0.2% x Total 2004 Distribution Expenses, before adjustments). Over the three years (2002-2004), Bluewater Power had one individual bad debt occurrence that exceeded this materiality threshold.



b)
With respect to the response to part (a), please provide a schedule that for each of the three years lists the individual occurrences of material bad debt, the rate class the customer belonged to, the value of the bad debt and the total for the year.  (Note:  The actual name of the customer is not required)

Response

The one occurrence experienced was a GS > 50 customer with an outstanding balance of $29,180.45 that was written off in 2003.

Question #4.3.2

Reference:
EDR Schedule 6-2 (Bad Debt Expense)

a) Does the Applicant have an approved “Bad Debt Policy” that defines when overdue accounts are turned over to 3rd parties for collection, when overdue accounts are written off as bad debt, how are security deposits used to reduce the bad debt expense, the treatment of any subsequent recoveries, etc.?  If so, please provide.  

Response

Overdue Accounts Turned Over to 3rd Parties for Collection

Bad debt accounts are aggressively pursued internally.  Accounts are turned over to a 3rd party collection company approximately 60 days after delinquency of the final bill. Bluewater Power’s credit department follows internal Policy # CL-CS-007 for collection of accounts once all efforts to collect are exhausted.  See policy attached.

When Overdue Accounts are Written Off as Bad Debt
Credit Department staff complete a write off review twice per year.  In January and July of each year accounts outstanding for 13 months are written off.  Bluewater Power’s credit department follows internal Policy # CL-CS-006 for write-offs.  See policy attached.  

How are Security Deposits Used to Reduce Bad Debts Expense
Security deposits are requested in compliance with the Distribution System Code.  Unreturned security deposits are applied to consumer’s final bills.  Therefore, account balances outstanding on final billed accounts are net of security deposits.  Bluewater Power staff follow internal Policy # CL-CS-009 for the application of security deposits.  See policy attached.

Treatment of Subsequent Recoveries

Further to the implementation of SAP in 2002, write-offs to bad debt are reversed in SAP which re-establishes the customer’s account balance and then the recovered amount is posted to clear the balance. Bluewater Power staff follow internal Policy # CL-CS-008 for collection agency payments. 
b) If not, please outline what the Applicant’s practice is.

Response

Not applicable.


c) What was the Applicant’s experience over 2002-2004 with actually recovering all/portion of a bad debt after it had been written off?

Response

Bluewater Power recovers an average of 20% of all amounts written off.

Question #4.3.3

Reference:
EDR Schedule 6-2 (Bad Debt Expense)

a) Does the Applicant agree that if the OEB were to create a deferral account for material bad debt and allow for recovery in future rates this would reduce the Applicant’s business risk?  If not, why not?

Response

Since Bluewater Power’s experience reflects only one material bad debt and since that occurred in 2003, not the 2004 Historic Test Year, our proposed rates do not include an amount for material bad debts. Therefore, a deferral account would reduce our business risk since we currently have no coverage for material bad debts. 



b) Based on the data in the Applicant’s filing, please provide a schedule setting out the impact that an individual material bad debt (per the Handbook Definition) would have on the Applicant’s after-tax Return on Equity?

Response

The following table reflects the impact on after-tax Return on Equity for various levels of material bad debt occurrences.

	Level of Bad Debt
	Impact on ROE

	$  25,000
	-0.07%

	$  50,000
	-0.13%

	$100,000
	-0.27%


