WOODSTOCK HYDRO SERVICES INC.

 (“WOODSTOCK HYDRO”)

RESPONSES TO VULNERABLE ENERGY CONSUMERS’ COALITION (“VECC”) GENERIC ISSUES PROCEEDING INTERROGATORIES – RP-2005-0020/EB-2005-0529

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
	$49,225.00
	$7,174.86
	$15,603.50
	$17,477.50

	  Other OEB Charges
	
	
	$500.00
	

	  Other Energy Regulatory    Fees (specify) – ESA
	$6,540.17
	$2,636.55
	
	

	  Subtotal (1)
	$55,765.17
	$9,811.41
	$15,603.50
	$17,477.50

	In House Costs
	
	
	
	

	  Staff .Compensation
	
	
	
	

	  Other Costs
	
	
	
	

	  Subtotal (2)
	
	
	
	

	Outsourced Services
	
	
	
	

	  Legal Services
	
	
	
	

	  Consultants
	
	
	
	

	  Other Costs (Specify)
	
	
	
	

	  Subtotal (3)
	
	
	
	

	
	
	
	
	

	TOTAL Reg. Expense
	$55,765.17
	$9,811.41
	$15,603.50
	$17,477.50

	
	
	
	
	

	Total Customers
	      ---
	14,001
	13,836
	13,641

	Total Energy Distributed
	      ---
	414,998,242
	433,427,623
	370,707,882

	
	
	
	
	

	Reg. Costs/Customer
	      ---
	$0.70
	$1.13
	$1.28

	Reg. Costs/kWh Distributed
	      ---
	$0.000024
	$0.000036
	$0.000047


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

In 2004 $17,604.14 of OEB regulatory expenses were transferred to account 1508.  In 2006 OEB costs are as per March 21, 2005 OEB letter, attachment 4.  In 2004 the ESA started charging fees for regulatory oversight.
c) Provide a list of 2004 positions involved in regulatory matters regarding the OEB and other Energy Regulators.

Numerous positions are involved in regulatory matters at Woodstock Hydro for the tracking and recording of information for regulatory reporting and record keeping.  However, the main positions involved are: Manager of Regulatory and Customer Affairs, Vice President, Finance and Data Coordinator.

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

No staff compensation was charged to Regulatory Expenses – 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.

Not applicable.

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.

Compensation and other costs of staff involved in regulatory affairs have been charged to their regular administrative and general expense account e.g. 5605, 5610, 5615 as Woodstock Hydro has not had any formal cases before the Board.  Expenses of consultants, accountants and other outside parties involved in rate application preparation have been charged to Outside Services Employed – account 5630.  As these costs have not been tracked in this manner, the applicable amounts are not readily available.
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?

Woodstock Hydro is not aware of any potential load displacement projects that could affect revenues for 2006 or beyond.

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?

Not applicable. 
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 as Woodstock Hydro is not proposing any mitigation measures.
b) 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:
Schedule 10-7



EDR 2006 Model, Tab 5.1

a) Please confirm that the Applicant is Host Distributor, but not an Embedded Distributor.

Woodstock Hydro is a Host Distributor, but not an Embedded Distributor.

b) As a Host Distributor:

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

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

As per Schedule 10-7 of the application the proposed low voltage charge is $0.11 per kW.

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

· Total Distribution Revenue Requirement (per Tab 5.1)

· Total Rate Base

LV Wheeling revenues included in the Application are 0.08% of Total Distribution Revenue Requirement and 0.02% of Total Rate Base.

d) 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?

Woodstock Hydro believes it would be appropriate to debit to the deferral account the revenues from the LV charges included in the Rate Application.

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

Woodstock Hydro believes it would not be more appropriate to consider the proposed deferral account a variance account similar to RSVAs as RSVAs relate more to variances that occur on costs that are outside of the distribution business.  It is Woodstock Hydro’s position that the low voltage service falls under the umbrella of the distribution business and any deferral account established for low voltage service should take this into consideration.

f) If the Applicant is an Embedded Distributor:

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

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)?

Over the period 2002 to 2004 Woodstock Hydro had one individual bad debt occurrence that met the materiality threshold of 0.2% of total distribution expenses ($8,905).

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)

The material bad debt referred to in part (a) occurred in 2003.  This customer belonged to the General Service > 50 kW rate class, the value of this bad debt occurrence was $75,611.84 vs. a total bad debt expense of $106,342.76 in 2003.
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.
Woodstock Hydro does not have an approved “Bad Debt Policy” per se.  

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

The following outlines Woodstock Hydro’s current practice:
· Customer moves out of service address.  Security deposit is applied to the final bill.  If final bill is a credit, a cheque is issued to the customer.  If final bill is a debit, it is mailed to the customer.

· Seven days after the final bill due date, a reminder notice is mailed.

· Three weeks after the reminder notice was mailed, a demand notice is mailed.

· Four weeks after the demand notice is mailed, the account is turned over to a 3rd party for collection.

· Delinquent accounts from the prior year are approved for write-off in May of the following year by the Board of Directors.  These accounts are transferred from the current accounts receivable to the reserve for uncollectible accounts.
· Any subsequent recoveries of funds of accounts that have been written off are applied to the current year provision for uncollectible accounts.

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?

Woodstock Hydro’s experience over 2002-2004 with actually recovering all/portion of an account after it has been turned over to 3rd parties for collection is 6.32%.
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?

No, if the OEB were to create a deferral account for material bad debt and allow for recovery in future rates this would not necessarily reduce the Applicant’s business risk. Woodstock Hydro would still be exposed to bad debt expense from non-material occurrences. Depending on the number of such occurrences and the underlying factors leading to any increase in their frequency or size, Woodstock Hydro’s business risk could be higher or lower than the current level of business risk associated with bad debt.

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?

In accordance with the Rate Handbook an individual bad debt of $ 8,900 would be classified as material for Woodstock Hydro.  Assuming the bad debt expense is deductible for PILs purposes and assuming a tax rate of 36.12% as per the Woodstock Hydro 2006 Tax Model, the after tax return on equity would decline by $5,685.
