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Milton Hydro Distribution Inc      

 
55 Thompson Road South, Milton, Ontario  L9T 6P7                

 


Telephone (905) 876-4611    ●     Fax (905) 876-2044


December 9, 2005

VIA Fax and E-Mail

Ontario Energy Board

Mr. John Zych

Board Secretary

2300 Yonge Street

Suite 2700

Toronto, ON

M4P 1E4

Dear Mr. Zych:


Re:
2006 Electricity Distribution Rate Application



Generic Issues Proceeding – RP 2005-0020 EB 2005-0529

Interrogatories of the Vulnerable Energy Consumers Coalition (VECC)



For Milton Hydro:  EB-2005-0391

Attached are the responses from Milton Hydro Distribution Inc. interrogatories submitted by Vulnerable Energy Consumers Coalition related to Generic Issues Proceeding – RP-2005-0020 EB 2005-0529. 

Ten paper copies of these interrogatories are enclosed, in addition to an electronic copy, as per the instructions provided in the Notice of Proceeding and Hearing dated November 11, 2005.  

Yours Truly,


D. R. Thorne, P. Eng.

President/CEO

cc:
Michael Janigan, VECC (by email)

John DeVellis, VECC (by email)


Bill Harper, VECC (by email)

2006 Electricity Distribution Rate Application

Generic Issues Proceeding – RP 2005-0020 EB 2005-0529

Interrogatories of the Vulnerable Energy Consumers Coalition(VECC)

For Milton Hydro:  EB-2005-0391

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
	$76,248
	$4,893
	$20,589
	$22,381

	  Other OEB Charges
	
	
	
	

	  Other Energy Regulatory    Fees (specify)
	
	
	
	

	  Subtotal (1)
	$76,248
	$4,893
	$20,589
	$22,381

	In House Costs
	
	
	
	

	  Staff .Compensation
	
	
	
	

	  Other Costs
	
	
	
	

	  Subtotal (2)
	
	
	
	

	Outsourced Services
	
	
	
	

	  Legal Services
	
	
	
	

	  Consultants
	
	
	
	

	  Other Costs (Specify)
	
	
	
	

	  Subtotal (3)
	
	
	
	

	
	
	
	
	

	TOTAL Reg. Expense
	$76,248
	$4,893
	$20,589
	$22,381

	
	
	
	
	

	Total Customers
	        22,899
	        22,899
	        20,697
	         18,592

	Total Energy Distributed
	597,426,207
	590,835,303
	589,049,523
	564,674,341

	
	
	
	
	

	Reg. Costs/Customer
	$             3.33 
	$          0.21 
	$          0.99 
	$          1.20 

	Reg. Costs/kWh Distributed
	$    0.000128 
	$   0.000008 
	$   0.000035 
	$   0.000040 


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

The increase is due to annual increases in OEB Regulatory Fees and are beyond the control of Milton Hydro. 
In accordance with  the December 20, 2004 OEB letter, 2004 Regulatory Costs were deferred to Account Number 1508, Other Regulatory Assets, sub-account OEB Cost Assessments, which resulted in the material variance of 2004 costs to 2005 and 2006 costs. Because OEB fees are applicable to the period between April to March, $4,893 represents the proportion of the OEB 2003-2004 fees for January to March 2004.
c) Provide a list of 2004 positions involved in regulatory matters regarding the OEB and other Energy Regulators.

Milton Hydro has 35 Employees including 13 Managerial Staff.  Eight of our managerial staff including the two most senior executives, CEO and CFO, Financial Analyst, Accounting Supervisor, Settlement & Billing Supervisor, Executive Assistant to the President, IT Specialist and Manager of Engineering are 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.

Not applicable as no staff compensation has been reported in Regulatory Expense Account Number 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.

Not applicable as no staff compensation has been reported in Regulatory Expense Account Number 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.

Consulting fees of $12,626 were incurred for preparations and attendance at the December 2004 OEB Oral Hearing for Milton Hydro’s CDM  Application.  This non-capital expenditure was included in the amount removed from USoA account number 1565 as a Tier 1 adjustment in accordance with the 2006 EDR instructions.

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?

Milton Hydro is not currently aware of any potential load displacement projects that could affect revenues for 2006. 
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?

Milton Hydro would typically expect to become aware within 6 to 12 months 

of the actual installation of load displacement generation. 
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 Rate Impact Mitigation measures.

Not applicable. 
If this is not the case, please explain why and quantify the anticipated impact.

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.

Milton Hydro confirms that it is an Embedded Distributor but is not a Host Distributor.  Approximately 15% of supply to Milton Hydro is supplied through a host distributor. 
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

[image: image1.emf]LV Charges 140,185 $      

Total Distribution Revenue Requirement per Tab 5.1 9,972,540 $   

LV Charges as a % of Total Distribution Revenue Requirement 1.41%

Total Rate Base 35,414,619 $ 

LV Charges as a % of Total Rate Base 0.40%


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?

No. Milton Hydro believes it would be inappropriate to credit a deferral account for LV Wheeling revenues received from customers. 

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

Yes. The LV Wheeling charge is a component of the cost for delivery of electricity, as are  transmission and network service charges, all of which are a pass-through of costs to the end use customer,  To promote accounting consistency for non-competitive electricity charges, LV Wheeling costs and revenues should be similarly recorded in accordance to section 490 of the Accounting Procedures Handbook. 
d) If the Applicant is a Host Distributor, please complete and provide Schedule 10.7

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)?

From 2002 to 2004 Milton Hydro had no individual 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.  

Refer to b) below:
b) If not, please outline what the Applicant’s practice is.

i)  COLLECTION PROCEDURES FOR FINALLED ACCOUNTS 

   
 ALL CUSTOMERS
Within 30 days from the mailing date of the final bill, a final notice will be mailed to the customer.

CUSTOMERS MOVING WITHIN MILTON SERVICE AREA
1.
Seven (7) days after mailing the final notice, the utility will  

 
attempt to make direct contact with the customer and may, 
subject to the customer’s authorization, transfer the arrears to their new account.

2.
If collection attempts have not been successful, fourteen (14) days after mailing the final notice, the account will be referred to a collection agency.

CUSTOMERS MOVING OUTSIDE MILTON SERVICE AREA
1.
Seven (7) days after mailing the final notice, the utility will attempt to make direct contact.

2. If collection attempts have not been successful, fourteen (14) days after mailing the final notice, the account will be referred to a collection agency.
ii)  Security deposits are applied to the final bill and any unused deposit  amount including applicable interest is refunded to the customer.
iii)  Any subsequent recoveries from written off accounts are applied against the Allowance for Doubtful Accounts in the period received.
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?

The majority of residential recoveries were for the full amount of the customer’s outstanding arrears. Of the partial recoveries, many were attributable to general service customers.  
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2002 6,924 $      10,263 $  17,187 $  340 $        - $        340 $        5% 0% 2%

2003 22,986 $    16,714 $  39,700 $  2,248 $      851 $    3,099 $     10% 5% 8%

2004 10,903 $    14,029 $  24,932 $  3,038 $      250 $    3,288 $     28% 2% 13%

Bad Debt Expense Recoveries after Write-Off

% of Recoveries after Write-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?

Yes. 
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?

The  OEB’s materiality threshold for bad debt is defined as an amount exceeding 0.2% of the total distribution expenses as calculated by the 2006 EDR model. For Milton Hydro this amount is $11,371.
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Materiality 

Threshold  

Bad debt w/o amount - $                 11,371 $     

Net Income afer bad debt 1,593,658 $    1,582,287 $   

Deemed Rate Base 35,414,619 $  35,414,619 $ 

Deemed Equity 17,707,310 $  17,707,310 $ 

Return on Equity  9.00% 8.94%


***End of Document***

