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INTERROGATORIES OF THE PUBLIC INTEREST ADVOCACY CENTRE

ON BEHALF OF

THE VULNERABLE ENERGY CONSUMERS COALITION (“VECC”)

GENERIC ISSUES PROCEEDING

RP-2005-0020/EB-2005-0529

GUELPH HYDRO ELECTRIC SYSTEMS INC. - RP-2005-0020/EB-2005-0372

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
	2003

Actual

	Regulators’ Fees/Charges
	
	
	
	

	  OEB Base Levy
	$42,869
	$42,849
	$65,229
	$136,709

	  Other OEB Charges
	
	
	
	

	  Other Energy Regulatory    Fees (specify)
	
	
	
	

	  Subtotal (1)
	
	
	
	

	In House Costs
	
	
	
	

	  Staff .Compensation
	
	
	
	

	  Other Costs
	
	
	
	

	  Subtotal (2)
	
	
	
	

	Outsourced Services
	
	
	
	

	  Legal Services
	
	
	
	

	  Consultants
	
	
	
	

	  Other Costs (Specify)
	
	
	
	

	  Subtotal (3)
	
	
	
	

	
	
	
	
	

	TOTAL Reg. Expense
	
	
	
	

	
	
	
	
	

	Total Customers
	
	43,031
	42,979
	40,663

	Total Energy Distributed
	
	1,554,235,644
	1,471,561,918
	1,468,560,267

	
	
	
	
	

	Reg. Costs/Customer
	
	1.00
	1.52
	3.36

	Reg. Costs/kWh Distributed
	
	.00003
	.00004
	.0001


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

Explanatory Notes:

1. Guelph Hydro Electric Systems Inc. records the OEB Base Levy in Uniform Systems of Account #5665 Miscellaneous General Expenses v.s. #5655 Regulatory Expenses. 

The USoA directs that this account is to be used to collect costs related to formal cases before the Board. To date, GHESI has had no significant costs related to formal cases before the Board.

2. Explanatory notes for material changes from 2002 – 2006:

· 2002 Actual -  $ 136,709  - this figure includes the OEB Base Levies for both 2001 and 2002.  The amount of 2002 expense recognized in this amount totals $73,537.

· 2004 Actual  - $ 42,849 – This figure excludes $54,794 which was deferred in accordance with the Board’s directions re: approved deferral a/c #1508 Other Regulatory Assets – sub-account “OEB Costs Assessments”

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

No staff positions involved in regulatory matters are included in account 5655. 

The primary accountability for regulatory matters is with the VP Finance and the Supervisor Rate Analysis at Guelph Hydro Electric Systems Inc. (GHESI). Salaries and other costs for these staff are included in General Administration costs. 

A number of staff are involved in regulatory matters related to the Ontario Energy Board including: the President and CEO, VP Engineering and Operations, VP Human Resources, VP Information Systems, Manager of Engineering, Communications and Metering Engineer, Accounting Manager, Billing and Settlements Supervisor. Each of these positions has a role within GHESI in regards to regulatory matters.

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

There are no staff salaries and benefits charged to account 5655.

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.

The reported in-house costs in Table 1 do not include salaries and benefits. There are no allocated overheads or staff related costs in account 5655.

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.

To date GHESI has not incurred any cost for formal cases before the Board. If GHESI were to incur costs of this type on an on-going basis a deferral account would be beneficial.

Generic Issue #2.2:  Deferral Accounts – Revenue Losses Attributable to Unforecast 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?

No.

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?

One to two years.

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.

GHESI does not expect any shortfall in revenue for 2006 as a result of rate mitigation. The Applicant is not proposing any mitigation measures in respect of its proposed rates.

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

N/A

Generic Issue #4.2:  Other Deferral Accounts:  Low Voltage Charge Variations

Question #4.2.1

Reference:
EDR 2006 Model - Tab 7.2



Schedule 10.7

a) Please confirm that the Applicant is neither a Host Distributor nor an Embedded Distributor.

GHESI is a Host Distributor for an Embedded Generator. It is neither a Host Distributor nor an Embedded Distributor in respect of other distributors.

b) If Applicant is a Host Distributor:

· Does the 2006 Rate Application include a “rate” for wheeling to embedded distributors and, if so, please indicate what it is and provide a copy of Schedule 10.7?  

No - there is no rate for wheeling.

· If there is no “rate” for wheeling in the Application, please explain why not?

N/A 

c) If the Applicant is an Embedded Distributor:

· Please explain why there are no costs for LV service included in the Application? 

N/A

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)?

Over the three years (2002-2004) Guelph Hydro Electric Systems Inc. (GHESI) did not experience any instances of bad debt occurrences that met the materiality threshold as defined by the Rate Handbook (page 46). 

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)

Not applicable.

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.  

The following are GHESI's applicable approved policies:

Procedures for determining when accounts are sent to Collection

When an account is terminated a final bill is sent to the customer’s last known address or new address.  The customer is given a two week due date to pay the account.  After two weeks if the account is still not paid, a final collection notice is sent to the customer that allows for an additional two weeks to pay the balance of the account.  The credit staff attempt to call the customer during this time period in order to get the account collected.  If after four weeks the account is not collected the account is sent to a collection agency.

Procedures for Determining Accounts to be Written Off
We write off any account that is uncollected and having a termination date prior to January 1st of the current year. 

b) If not, please outline what the Applicant’s practice is.

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?

This information is not available.

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?

If the OEB were to create a deferral account for material bad debt and allowed for recovery in future rates it would reduce our business risk.

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?

Impact of a material bad debt on after-tax Return on equity:

Facts:

Equity as per Schedule 5-2 Capital Structure of the 2006 Rate Application.  $42,326,000

(per Dec 31/04 audited financial statements)

Net income as per Dec 31/04 audited financial statements


$   3,241,000

Net income as per Dec 31/04 audited financial statements

(adjusted for after tax impact of material bad debt of $27,000)

$   3,224,000

Assumptions:

· Income tax rate 36.12%

After-tax Return on Equity (no material bad debt)
=
$   3,241,000









$ 42,326,000








=

7.66%

After-tax Return on Equity (material bad debt)

=
$   3,224,000









$ 42,326,000








=

7.62%

Conclusion:

An individual material bad debt would decrease GHESI’s After-tax Return on Equity by 0.04%.
***End of Document***
