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Vulnerable Energy Consumers Coalition (VECC) Interrogatory 

for Hydro One Networks

INTERROGATORY #4.2.3 List 1

Interrogatory

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

Question #4.2.3

Reference:
Schedule 10.7

a) As a Host Distributor:

i) Does the 2006 Rate Application include a “rate” for wheeling to embedded distributors and, if so, what is it?

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

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

i) Total Distribution Revenue Requirement 

ii) Total Rate Base

c) If the OEB were to establish deferral accounts for LV Wheeling charges received by Host Distributors, would it be appropriate to debit to the account the revenues from the LV charges included in the Rate Application?  If not, why not?

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

Response

a)
i)
Hydro One Distribution is proposing LV rates to recover wheeling costs as a Host Distributor.  As described in Exhibit G1, Tab 7, Schedule 1, the proposed rates maintain the rate structure for LV type rates approved by the Board as part of the RP-2000-0023 proceeding.  The proposed LV rate Schedule is included in Exhibit G2, Tab  92, Schedule 1.

ii)
Please see the response to part a i) above.

b)
i)
The expected revenues in 2006 from LV rates are $33 million.  Hydro One’s total Distribution Revenue Requirement is $965 million in 2006.  Therefore the LV revenues represent 3.4 % of Hydro One’s total Distribution Revenue Requirement.

ii)
Hydro One Distribution’s total Rate Base in 2006 is forecast to be $3.7 billion.  The revenues from LV rates as a percentage of the total rate base is 0.9 %.

c)
Hydro One Distribution believes that generally it would not be appropriate for it to track the LV revenues it receives as a Host LDC in a deferral  account.

Hydro One Distribution revenues include revenues to recover costs incurred by Hydro One Distribution in providing service on the LV system to Embedded customers. These LV revenues are part of Hydro One’s Distribution 2006 Revenue Requirement.  The 2006 Revenue Requirement will be reviewed and approved by the Board and the 2006 LV rates will reflect the approved costs.

The LV revenues are to recover costs incurred by Hydro One in operating its LV system, not to recover pass-through charges.  Therefore, it is not appropriate to include the LV revenues received by Hydro One as a Host LDC from Embedded customers in a deferral account for LV Wheeling charges received by Host Distributors  

Deferral accounts track the differences between charges received by a Distributor from another entity for services provided and the revenues collected by the same Distributor from its customers for the use of those service.  In the case of Hydro One, it is Hydro One that is providing the LV system to its customers, not another entity, therefore, it is not appropriate to track these costs in a variance account.  The costs are reviewed and approved by the Board and are recovered through approved LV rates.

If a Host LDC receives wheeling charges from another entity who is also a Host Distributor, and the former receives approval from the Board to establish a deferral account for these charges, it would be appropriate to debit to the account the revenues from rate riders developed to recover the deferred wheeling LV charges   This is not the case for Hydro One’s 2006 proposed LV revenues as a Host Distributor.  

d)
Please see the response to part c) above.







