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VECC Interrogatories for
Hydro One Brampton Networks Inc.

Generic Issue #2.1:  Deferral Accounts – Regulatory Costs

Interrogatory

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
	
	
	
	

	  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
	
	
	
	

	Total Energy Distributed
	
	
	
	

	
	
	
	
	

	Reg. Costs/Customer
	
	
	
	

	Reg. Costs/kWh Distributed
	
	
	
	


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

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

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

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.

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 Question #2.1.1
This proceeding was established to assist the Board in deciding whether to permit utilities to defer costs of consultants, legal counsel and direct incremental disbursements related to regulatory proceedings.  

Hydro One Brampton considers incremental costs to be those associated with unforeseen proceedings, studies or consultations directed by the Board and comprising payments to third parties, such as intervenors and stakeholders under such circumstances. 

The Company has not requested and does not intend to request approval either for a deferral account or for recovery of any other type of regulatory cost discussed in this interrogatory.   We believe it is appropriate for a utility to provide details on deferred costs during a prudence review.  This presumes however, that the Board has decided to set up such an account and provided the guidelines and that a utility has deferred such costs and requested their recovery in rates.  At this time, the request is premature and beyond the scope of the proceeding.  Accordingly, we decline to respond with the details requested.
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?  If so, please provide details on potential timing and scope of project.

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

a)
At present, Hydro One Brampton is not aware of any potential load displacement projects that could affect revenues for 2006.

b)
Hydro One Brampton typically becomes aware of potential load displacement generation projects approximately six months to a year in advance of the actual installation.  
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.

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

Response

a)   Hydro One Brampton’s 2006 Rate Application did not propose any Rate Impact Mitigation measures. As a result, we do not expect any short-fall in revenue for 2006 associated with this issue.

b)  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.

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?  

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

c) If the Applicant is an Embedded Distributor:

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

Response

a)  Hydro One Brampton is considered to be an embedded LDC for a single feeder. Hydro One Brampton also supplies a distribution substation in another local distribution company’s service territory and is therefore considered a host distributor for that feeder.

b)  Hydro One Brampton is requesting that the OEB approve a rate of $.0616/kW per        month for power wheeled to an embedded distribution company. Schedule 10.7 can be found in Exhibit L of our 2006 Rate Application. We have attached a copy for your convenience.

c)  As per page 13 of the 2006 Rate Handbook, “Hydro One will be allowed to apply to recover LV costs from embedded distributors in the post May 2006 period as part of the 2006 distribution rate setting process, and embedded distributors will, in turn, be allowed to apply to recover such costs from their customers.”  

It was our understanding that at the time of our filing, Hydro One had not filed their 2006 rate application. As a result, there were no LV rates available for Hydro One Brampton to apply to our rate submission. Hydro One Brampton will seek recovery of these costs in a future date. The kW wheeled into our service territory accounts for approximately 2.2% of all kW consumed. 

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)?

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
a)  Over the three years (2002-2004) Hydro One Brampton did not have any individual  bad debt occurrences that met the materiality threshold of $53,342.

b)  NA

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.  

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

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
a)  Hydro One Brampton has no official bad debt policy in place.

b)  This is a general background of collecting arrears on an active account (in the end, how a final bill would have arrears):

Active accounts are billed monthly and due 16 days after the billing. Residential accounts enter into the collection system for follow up after 90 days and Commercial accounts after 60 days. At this time the Credit & Collection department will try to contact by phone and if that is not successful a hand delivered notice is sent. If there is still no payment or arrangements on the account service would be scheduled for disconnection.

Final bills are sent shortly after the final reading takes place and are due 16 days after the billing date. Approximately 1 month after the final bill is due and not paid we send a collection letter (CS13) advising if not paid by the due date (which is another 16 days) there would be further collection action. Approximately a month after the (CS13) is sent and still no payment, another letter is sent (CC76) which gives the customer another 14 days to pay and this letter advises the customer that if payment not received by the due date their account would be sent to the Credit Bureau for further collection action. Final bills are reviewed after the (CC76) due date and sent to the Credit Bureau for further collection action.

Approximate time from the Final Bill to Credit Bureau for collecting is in excess of three months.

c)   Our experience with recovering all or a portion of bad debt after it has been written off indicates that a relatively small portion of debt is recovered once it has been written off, approximately 11% per year.

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?

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
a)   Yes, in theory business risk would be reduced.  However, as there is not full assurance of recovery until the OEB reviews and approves deferral account amounts the reduction in business risk is not determinable.

b)  Hydro One Brampton has not included any material bad debts in our 2006 EDR     Filing.  According to the Handbook’s definition, the level of bad debt, which would be material for Hydro One Brampton, would be $53,342.  The expected impact of this potential amount would be –0.5% on the Company’s after-tax ROE. 

[image: image1.png]|4 host distributor must complete this Schedule to outline its proposed Low
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ISAMPLE METHODOLOGY
Low Voltage (LV) Charges
(Cost tracking and rate based recovery for host distributors

ercent
Distributor debt rate(deemed) deemed debt share
Distributor returm on equity before tax (deemed) deemed equity share
Distributor tax rate
Distributor retur before tax B.85%
1 2 3 4 5 [
Annual
Total annual | original cost | Accumulative | amortization
OM8A costs of  ofasset | amorization on | on asset
asset class class asset class class NBV of asset
providing LV | providing LV | providing LV providing LY | class providing
Asset Class senices senices senices senices | LV senices
Primary feeders § 98,963,227 06
Distribution Station 3 -
Low Voltage lines 5 -
7 g &SN L[] 11
Share of facilities Share of facilities
KWorkVA  KWorkVA  KWorkVA KW or KVA percent
Total line line capacity
length or or station
station | Line length | fine capacity  capacity used
capacity in  providing LV providing LV | to provide LV
Asset Class assetclass | senices senices senices | Utiization factor
Primary feeders 0.00%
Distribution Station: #DIVIDI
Low Voltage lines #DIVIDI
2 13 1 15 3
$ $ $ § SR or /KVA
Total annual
Annual cost
Amortization | OM & Acost | associated
retumon | onassets | associated with with assets | Monthly Rate
assetsusedto usedto  assetsusedto | usedto | assaciated with
provide LV | provide LV | provide LV provide LV the defvery of LV
Asset Class Senices | Senices Senices Senices Senices
Primary feeders | § 26683 602360178 4462584252 2251267974 00615
Distribution Stations  #IV/D! #OVI! #OVI! #OVI! #OVI!
Low Voltage lines | #DIV/DI HOINIO! HOINIO! HOINIO! HOINIO!














