RP-2005-0020

Generic Issues


Submission to the

Ontario Energy Board

RP-2005-0020

2006 EDR Rate Applications

Generic Issues

Submitted by

Chatham-Kent Hydro Inc.

320 Queen St

Chatham-On

N7M 2T6

Chatham-Kent Hydro Inc (C-K H) is submitting the following comments to the Ontario Energy Board (OEB) on the Generic Issues List provided in the file RP-2005-0020.  C-K H will only make submissions on the issues that are most important to us and may not comment on all issues in this proceeding.

1. Smart Meters

1.1 The OEB should authorize smart meter costs, capital and operating, in the revenue requirement of the 2006 rate applications.  In order for the Utilities to meet the target set forth by the Ontario Government it is necessary to start the implementation plan. 

Some reasons for including smart meters costs into the revenue requirement are;

· Smart meters is a key component to the Government’s conservation plan

· Allowing for cost recovery in rates will demonstrate to the Government that the OEB and Utilities are committed to meeting he deadline of their initiative

· Smart meter implementation must be in full production in order to meet the 2010 deadline for all customers to have smart meters
· Having the costs in rates will reduce the risk that Utilities’ will not get recovery of their costs in future periods

· Having the costs in rates will entice Utilities’ to move forward on implementing the smart meter initiative

· Including the costs in rates now will reduce the possible “rate shock” in the future which would be caused by accumulating the costs over many years in deferral accounts.  This was the similar reaction  by the customers when Transition Costs were finally approved for disposition in rates.
1.2 The OEB should not approve a Utility specific rate for smart metering.  There are many factors that impact the smart meter costs.  Some of the factors that drive the costs are geography and density.
In analyzing the smart meter costs of each Utility the OEB should compare costs as they would in the comparators and cohorts analysis. The OEB should compare the costs of like Utilities and require those Utilities with higher costs than the average to provide additional evidence and to meet additional prudence tests.  If the OEB is not satisfied with the evidence provided then they should approve rates that are less than the costs submitted by the Utility.  This will ensure that rates are just and reasonable and that smart meter costs are not out of control.
1.4 If the OEB approves smart meters in the rates in 2006 and an adjustment in rates each year afterward for smart meters, there would not be a requirement for deferral accounts.  

Therefore it is recommended that OEB should have a rate process that would allow rate changes on an annual basis for the increase in costs for the smart meter implementation program.  The amount of capital invested will increase significantly each year over the next four years as Utilities meet the Government’s program.  It is not recommended that the OEB do full rate cases annually, which would contradict their plan to move towards multi year rate approvals.

1.5 The OEB should require new capital accounts in the Uniform System of Accounts which would accumulate the costs for the communication system and the new smart meters or modules.  It would be necessary to separate these costs from other capital assets to assist in the rate justifications and most likely these assets will have different depreciation rates than current metering assets.
2. Deferral Accounts

2.1 Regulatory Costs

The regulatory requirements that all Utilities must adhere to continues to increase and in order to meet these requirements the 2004 regulatory costs are not sufficient.  The additional regulatory requirements are;

· 2006 EDR is much more involved with greater details
· Load studies are required to complete the cost allocation submission in 2006

· The cost allocation process

· Conservation and Demand Management monitoring and reporting

· Smart meter regulatory monitoring and reporting

· Regulatory support required to promote local generation 

· Possible future quarterly Regulatory Price Plan changes

· Commitments for net metering

As the Ontario Electricity Industry continues to be more complex the regulatory requirements to meet the change will require additional funding, therefore Utilities should be allowed to accumulate these costs in a deferral account for future review and disposition by the OEB.

2.2 Revenue Losses Attributable to Unforecasted Distributed Generation

Utilities should be permitted to record in a deferral account any revenue foregone which can be attributable to load losses arising from distributed generation.

3. Generalized Standby Rates for Load Displacement Generation

3.1 The OEB should develop a standardized methodology for stand-by rates.  The benefit of this would be;

· Reduced regulatory requirement in rate approval

· Consistent methodology for Utilities

· Improved customer communication as many larger companies receive services throughout the province and from many different Utilities

The OEB should allow for a Utility to apply for their own methodology but must prove why the OEB approved model does not fit their situation.

4. Other Deferral Accounts
4.1 The OEB should not restrict Utilities from applying for a deferral account for any reason.  All Utilities will incur large unexpected costs that are not included in the current rates.  The timing between rebasing and setting new rates is long, as experienced by the initial rates being on a 1999 base and the next rates being based on the 2004 costs.  That is a five year period which is long in an industry that continues to change.

Allowing Utilities to apply for deferral accounts will reduce the risk of the Utility and will provide the OEB with costing information about the Utility prior to a formal rate proceeding.  

Page 6 of 6

