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Vulnerable Energy Consumers Coalition (VECC) Interrogatory 

for Hydro One Networks

INTERROGATORY #4.3.2 List 1

Interrogatory

Generic Issue #4.3:  Other Deferral Accounts – Material Bad Debt

Question #4.3.2

Reference:
Exhibit C1/Tab 2/Schedule 5, pages 3 and 12-13

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 Distribution’s practice is described below:

Accounting For Bad Debt

In accordance with GAAP, Hydro One utilizes the allowance method for accounting for bad debt to properly match expenses with revenues.  Using this method, an allowance (provision) is set up to allow for receivables not expected to be collected.  This allowance is calculated and adjusted every month-end based on historical collection percentages applied to the current aged receivable balances. Accounts are written-off based on predetermined guidelines.

Examples of these guidelines include:  

· Accounts with balances greater than $15 are generally written-off to bad debt after the final bill has been issued, and have aged 120 days since the account was closed. 

· Accounts with balances less than $15 are not sent to collection agencies, and are written-off approximately 37 days after the account was closed and a final bill issued. 
· Active accounts are not written-off until they have been closed and a final bill issued due either to a customer move from the premises or a disconnection for non-payment and service is not re-connected within 5 business days.
Account Assignment to Third Party Collections

· Accounts that remain unpaid 15 days after the due date, with:

· An outstanding balance for less than $15 is automatically written-off to bad debt.

· Balances between $15 and $200 are assigned to the collection agency. 

· Accounts with balances greater than $200 are manually worked internally for a period of up to 30 days and then assigned to the third party for collection. 

Security Deposits

Where Hydro One has a deposit on-hand for a customer account, the amount of the security deposit is applied to a final bill to off-set an outstanding balance.

b)
Please see the response to part a) above.

c)
Based on our annual bad debt expense, we recovered approximately 20% of account balances that had been written-off.  Bad debt expense includes provision calculations for active and inactive accounts receivable.







