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1 Introduction

1.1  The Vulnerable Energy Consumers’ Coalition (VECC) consists of the following organizations:

(a) The Federation of Metro Tenants Association 

(b) The Ontario Coalition of Senior Citizens’ Organizations (OCSCO)

1.2 The Federation of the Metro Tenants Association is a non-profit corporation composed of over ninety-two affiliated tenants associations, individual tenants, housing organizations, and members of non-profit housing co-oops. In addition to encouraging the organization of tenants and the promotion of decent and affordable housing, the Federation provides general information, advice, and assistance to tenants.

1.3 The Ontario Coalition of Senior Citizens’ Organizations (OCSCO) is a coalition of over 120 senior groups as well as individual members across Ontario. OCSCO represents the concerns of over 500,000 senior citizens through its group and individual members. OCSCO’s mission is to improve the quality of life for Ontario’s seniors. 

1.4 VECC’s interest in this proceeding is to ensure that consumer interests and in particular the interests of the low-income and vulnerable users of electricity are fully represented in the determination of just and reasonable 2006 distribution rates.

1.5 In Procedural Order No. 3, the Ontario Energy Board identified the following Generic Issues:

i) Smart Meters

· Inclusion of Capital and/or Operating costs in 2006 revenue requirements, and 

· Establishment of Smart Meter deferral accounts

ii) Deferral Accounts for Regulatory Costs

iii) Deferral Accounts for Revenue Losses Attributable to Unforecasted Distributed Generation

iv) Generalized Standby Rates for Load Displacement Generation

v) Other Deferral Accounts – Rate Mitigation Revenue Shortfalls

vi) Other Deferral Accounts – Low Voltage Charge Variances

vii) Other Deferral Accounts – Material Bad Debt

VECC addresses each of these issues below.

2 Smart Meters

Introduction

2.1 There are 34 electricity distributors who the Board has designated as “Applicants” for purposes of the Generic Issues proceeding.  Of these, 10 have included spending on Smart Meters, over and above their approved 3rd Tranche C&DM program expenditures, in their 2006 Distribution Rate Applications.  Attachment A identifies the 10 utilities and sets out the assumptions underlying the Smart Meter capital and operating costs included in each of the Rate Applications.  Furthermore, of the 10 utilities, 4 also requested approval to establish a variance account to track any differences between planned and actual spending related to the roll-out of Smart Meters.

2.2 Out of the remaining 24 electricity distributors, three have requested approval to establish deferral accounts to track any spending on Smart Meters with a view future recovery from customers.  The Applications for the other 21 utilities contained minimal, if any, reference to spending on the roll-out of Smart Meters.

Issue #1:
Should the Board authorize the inclusion of capital and/or operating costs related to the general roll-out of smart meters in the 2006 revenue requirements of utilities?

2.3 VECC submits that it is reasonable for the Board to authorize requests for the inclusion of capital and/or operating costs related to the roll-out of Smart Meters in the 2006 revenue requirements of utilities.  Passage of the Energy Conservation Responsibility Act, 2005 last November has signaled the Provincial Government’s plans to follow through on its Smart Meter initiative.  As a result, it is reasonable for utilities to make provision for the associated spending that will be required, should they choose to do so.  However, it will be critical for the Board to test the prudence and reasonableness of any proposals for Smart Meter costs put forward by electricity distributors.

2.4 The inclusion of spending on a Smart Meter roll-out in a utility’s 2006 revenue requirement will, if approved, lead to higher 2006 Distribution Rates.  Furthermore, current indications are that the commodity price under the Regulated Price Plan will likely increase significantly
 in 2006 as well.  Therefore, since those utilities with actual proposed Smart Meter spending are in the minority and assuming a deferral account treatment is accorded the balance of the utilities, VECC submits that in those situations where a utility has included Smart Meter spending and the result of the overall Rate Application is total customer bill increases that are approaching the 10% mitigation threshold, the OEB should direct the utility to remove the Smart Meter spending from its Application.

Issue #2:
If so, should utilities recover a standard amount in rates (e.g. cost per customer) or should each utility propose a smart meter budget for inclusion in rates?

2.5 VECC submits that utilities should not be required to include (and recover in 2006 rates) a standard amount for smart meters.  As noted above, most utilities have not included any dollars (apart from pilots associated with 3rd Tranche C&DM spending) for Smart Meters in their 2006 Rate Applications.

2.6 Requiring all utilities to include spending on Smart Meters would further increase distribution rates for 2006 for the majority of utilities in the province.  For a number of these utilities
, the 2006 Rate Applications already include a significant increase in Base Distribution Rates
.  In addition, for embedded distributors, 2006 is the first year they will be passing through to consumers Wheeling Charges from their host distributors
.  As a result, VECC submits that, for many of these utilities, the inclusion of Smart Meters costs could well lead to unacceptable bill impacts for certain customers and the requirement for some form of rate impact mitigation.  It would ironic if, by forcing a utility to include Smart Meter costs in its revenue requirement (as opposed to allowing them to establish a deferral account), the request arose for the OEB to approve a deferral account to address revenue shortfalls due to rate mitigation.

2.7 VECC is also concerned about the practicality of requiring most utilities to re-file their Rate Applications with new spending on Smart Meters, given that the implementation date for the 2006 Rates is less than four months off.  As noted above, it is not a simple matter of “re-running” the numbers.  In those circumstances where material rate impacts result, utilities will have to consider various rate mitigation strategies and the resulting proposals would have to be reviewed the Board and other interested parties.

Issue #3:
If a standard amount is used how should it be calculated?

2.8 As noted above VECC does not support the mandatory inclusion of standard amounts (i.e., cost per customer) for Smart Meters in utilities’ 2006 revenue requirements.  However, for those utilities that do request approval for spending on a Smart Meter roll-out as part of their 2006 Rate Application, the Board must determine whether the amounts requested are prudent.  As Attachment A demonstrates, the assumptions used by the 10 Applicants who have included provisions for a Smart Meter roll-out in their 2006 Rate Applications vary widely.

2.9 VECC submits that in order for the Board determine if the requested costs are reasonable it needs to establish benchmarks for the unit capital and operating costs of Smart Meters and also for the number of meters assumed to be converted in 2006.  With respect to costs, the Board’s Smart Meter Implementation Plan of January 2005 contained estimates of both capital and operating costs for Smart Meters that could be used to test the reasonableness of costs included in individual utility applications.  VECC notes that a number of utilities actually calculated their Smart Meter costs using the Board’s Report.

2.10 The Government’s Smart Meter initiative calls for full conversion by 2010 which suggests a five year conversion program.  However, as several utilities
 have pointed out, there are still a number of unknowns before the actual initiative can get underway.  As a result, the program will likely have to “ramp-up” in the first year (i.e., 2006) and it is unlikely utilities will be able to convert 1/5 (i.e., 20%) of their meters in the first year.  VECC submits that conversion rates in the range of 20% are unrealistic.  For purposes of setting 2006 rates, conversion rates in the order of 15% or less are more reasonable.

2.11 Finally, in reviewing the individual utility applications, VECC has identified a couple of issues with respect to how Smart Meter costs are included in utilities’ proposed 2006 Revenue Requirements.  These have been noted in VECC’s final arguments dealing with the individual utilities.  However, for the Board’s reference, the issues are also listed below:

· In terms of Smart Meter operating costs, some utilities assume the meters converted in 2006 are all in-service for the full-year.  For purposes, of determining the 2006 Revenue Requirement, VECC submits that a standard half-year assumption should be used.

· In terms of Smart Meter service life, the amortization period set out in the Handbook (25 years) is different from service life assumption in the Board’s Smart Meter Implementation Plan (15 years).

· In terms of Smart Meter depreciation expense, the EDR Model calculates distribution expense as if the assets are in-service for a full-year rather than using the more appropriate half-year assumption.  (Note:  Some utilities made adjustments to the EDR Model to account for this but many did not)

2.12 VECC also submits that, for those utilities whose 2006 rates do include costs for a Smart Meter roll-out, the Board should establish a Variance Account that would record the differences (if any) between the Smart Meter costs included in the 2006 Rate Base and Distribution Expense adjustments and the actual costs incurred for Smart Meters.  The monitoring and reporting requirements would be similar to those for the Deferral Account discussed under Issue #5, except the Account would also have to record the revenue received from customers as result of the inclusion of Smart Meter costs in the 2006 rates.

2.13 Smart Meter costs form part of the Base Distribution Revenue Requirement and are not subject to a separate rate rider which could be used to calculate such revenues.  One practical way to determine Smart Meter revenues would be to determine what percentage of the overall distribution 2006 revenue requirement is attributable to the Smart Meter roll-out and then credit the Variance Account based on the distribution revenues actually received using the same percentage.  On the “cost side”, the Variance Account should track the impact that the actual spending on Smart Meters has on the revenue requirement for 2006 (i.e., rate base, cost of capital, taxes, depreciation, distribution expense, etc.).

Issue #4:
Alternatively, should deferral accounts be established and the amounts spent on Smart Meters be recovered in future rate periods?

2.14 VECC submits that for those utilities that do not have any costs for a Smart Meter roll-out in their 2006 approved rates, a Deferral Account should be established to track any costs that are incurred in 2006.  It should be noted that the Deferral Account should track the impact that any spending on Smart Meters has on the actual revenue requirement for 2006 (i.e., rate base, cost of capital, taxes, depreciation, distribution expense, etc.).

Issue #5:
What accounting requirements should be established for reporting and monitoring smart meter spending?

2.15 VECC submits that for both the Variance Accounts and Deferral Accounts the cost (and revenues if applicable) should be recorded on a monthly basis and reported to the Board quarterly.  VECC also urges the Board to establish, within the Uniform System of Accounts, the necessary accounts to record Smart Meter spending and revenues.

2.16 All the utilities requesting Variance or Deferral Accounts for Smart Meter spending have acknowledged that the costs recorded will be subject to a prudence review in a future proceeding.  VECC submits that it would be useful for the Board to indicate up-front how it intends to approach such a prudence review.  In this regard, VECC supports the position taken by Veridian that “the disposition of smart meter variance accounts should be based on a performance based regulatory mechanism that encourages efficient execution of smart meter programs.  For example, a distributor’s smart meter costs could be benchmarked against those of other distributors in the province”
.

3 Deferral Accounts – Regulatory Costs

Introduction

3.1 Of the 34 electricity distributors designated as “Applicants” in this proceeding, it appears that 10 have requested a Variance Account related to regulatory costs.  In most cases the wording of the request is similar to the following
:

“The Applicant requests that the OEB modify the scope of Account 1508 - Other

Regulatory Assets - sub-account OEB Cost Assessments (“Account 1508”) or

establish a new variance account to allow the recording, for reconciliation at a

later date, of the differences, if any, between the amounts recoverable in the

Applicant’s OEB-approved revenue requirement on account of Electrical Safety

Authority fees and regulatory costs associated with regulatory proceedings,

(including, without limitation, intervenor, consultant, and legal costs) and the

actual costs incurred by the Applicant in this regard. These may include, without

limitation, ratemaking proceedings; combined proceedings on matters relating to

OEB Codes; or policy oriented proceedings conducted by the Board.”
The only exception appears to be Hydro One Networks who, in its Rate Application, stated it was only seeking to track the difference between the actual annual OEB Cost Assessment and the amount for the expenditure included in the 2006 Revenue Requirement
.  However, in its submission to the Generic Issues proceeding, Hydro One Networks is supporting the establishment of a deferral account to record incremental material costs related to regulatory proceedings
.

Utilities are required to record in Account #5655 of the OEB’s Uniform System of Accounts “all expenses (except pay of regular employees only incidentally engaged in such work) applicable to utility operating expenses, incurred by the utility in connection with formal cases before the Board or other regulatory bodies, or cases in which such a body is a party, including payments made to a regulatory body for fees assessed against the utility for pay and expenses of such body, its officers, agents, and employees”
.
3.2 As a result, this account would appear to be the natural starting point for:

a) Identifying the costs that would be accrued in any approved variance
 account, and

b) Determining any 2004 regulatory costs that should be credited for purposes of a regulatory cost variance account.

However, as illustrated in Attachment B, there is a great deal of variation in the types of regulatory costs utilities recorded in Account #5655 in 2004.  While virtually all utilities appear to record their payments to the OEB in Account #5655, only some utilities record legal, consulting and other outside services costs related to regulatory proceedings in #5655.  Many utilities record the fees for such professional services in other accounts of the USOA such as #5630.  Finally, there are a few utilities that also include the costs of in-house regulatory staff in #5655.

Issue #1:
Should the Board permit utilities to record their costs of consultants, legal counsel and direct incremental disbursements related to all regulatory proceedings in Account #1508, for purposes of subsequent review and disposition?

3.3 In VECC’s view there are three types of “regulatory costs” that could potentially be recorded in a Regulatory Variance Account for subsequent disposition:

a) Costs that utilities are directed to pay by and/or assessed by regulatory bodies such as the OEB.  These would include the annual OEB assessment costs as well as the costs utilities are directed by the OEB to pay related to specific proceedings.

b) The costs for external legal counsel, consultants and other outside services engaged by utilities to support their participation in formal regulatory proceedings.

c) Internal/in-house costs incurred by utilities as result of participating in formal regulatory proceedings.

3.4 The issue, as defined by the OEB, focuses on the second category of regulatory costs.  However, it is not clear to VECC that the Variance Accounts requested by utilities were strictly limited to such costs.  As result, in the following submissions, VECC will address all three categories of regulatory costs.

3.5 VECC supports the creation of a variance account to track the difference between the actual costs utilities are assessed by regulatory bodies (such as the OEB) and the allowance for such costs that was built into their approved rates.  Such costs are truly beyond the ability of the utility to control and can be material.  Furthermore, from a practical perspective, they are relatively easy to monitor and verify.

With respect to the creation of a variance account to track external costs incurred by utilities to support their participation in regulatory proceedings, VECC supports the concept in principle but has a number of concerns regarding how such an account would operate and ultimately be reviewed for prudence and disposed of.  VECC submits that it is important to consider the practicality of such matters before the accounts are established and utilities record dollars with the expectation of eventual recovery.  

3.6 One of VECC’s major concerns is the wide variation across utilities in the 2004 costs that have been identified as associated with regulatory proceedings.  In response to VECC’s Generic Issues interrogatories
 many utilities reported only nominal (if any spending) on external legal services and consultants related to regulatory proceedings
.  However, in other cases, significant dollars are reported for 2004 and included in the derivation of the 2006 Rates
.  

3.7 One illustrative example is the contrast between London Hydro and Enersource in terms of their treatment of 2004 external costs associated with the regulatory asset proceeding.  London has excluded such costs from their 2006 Rate Application
; whereas Enersource has included the $360,905 incurred in 2004 for the proceeding in its 2006 Rate Application
.  

3.8 In addition, as noted above and illustrated in Attachment B, the USOA accounts actually used by utilities to report such spending vary and in some cases the spending is not tracked as “regulatory expenses”
.  

3.9 In order to facilitate their eventual review by the OEB, VECC submits that external costs would need to be tracked by OEB proceeding and the costs disallowed unless the utility can demonstrate why its participation in the proceeding was necessary.  Also, different proceedings will likely require varying levels of participation.  For proceedings where the utility’s interests are similar to those of other distributors, the expectation should be that the utility will coordinate it involvement with other participants having similar interests (e.g., use of a common consultant and/or legal counsel).

3.10 The responses to VECC’s Generic Issues interrogatories indicate that there are typically a number of utility staff from various functions involved in regulatory proceedings.  VECC is concerned that in allowing incremental external costs to be recorded in a “variance account” for possible subsequent recovery, utilities will be encouraged to contract out regulatory-related activities that have traditionally been performed by internal staff.  VECC submits that while it is easy to suggest that all costs recorded to such an account would be reviewed for prudence, it may be difficult as a practical matter.  To address this issue, VECC submits that the Board would need to benchmark utility regulatory costs for a particular proceeding against those of other utilities when seeking to establish whether such costs are reasonable and prudently incurred.  VECC also submits that the Board should apply the same cost guidelines
 (i.e., hourly rates) for utility external cost claims as are applied to intervenors for their participation in regulatory proceedings.

3.11 VECC does not support the creation of a variance account for external regulatory costs until, at a minimum, the reporting issues have been sorted out.

3.12 VECC also does not support the inclusion of in-house costs in a Regulatory Variance Account.  As noted earlier, there are usually a number of in-house staff involved in a regulatory proceeding.  However, many will only have an incidental or minor involvement and, for virtually all in-house staff, their costs for assisting with such proceedings are currently not tracked or recorded separately
.   Furthermore, unless elaborate and costly systems are developed, it is unlikely that such costs could be tracked with an acceptable degree of accuracy.

Issue #2:
What 2004 regulatory costs should be recorded as a credit for purposes of a regulatory cost deferral account?

3.13 If the Board approves the inclusion of costs assessed by regulators such as the OEB and ESA in a Regulatory Costs Variance Account, VECC submits that the cost allowance for such items included in the 2006 Revenue Requirement determination should be recorded as a credit.  For historical test year filers this value is documented in Schedule 3-1.  For forward test year filers, the assumptions included in the proposed revenue requirement would have to be documented by the Applicant.  VECC also notes that the costs credited to the Variance Account would have to be adjusted to reflect any differences between the sales volumes assumed in setting the rates and those actually experienced for 2006.

3.14 If the Board approves the inclusion of external disbursements related to regulatory proceedings (e.g., legal and consulting costs) in a Regulatory Variance Account, VECC submits that that all similar costs included in the 2006 Revenue Requirement determination should be recorded as a credit.  For historical test year filers, this would include outsourced services recorded in Account #5655 as well as external regulatory-related costs recorded in other accounts such as #5630, #5615 and #5620.  As discussed above, VECC is concerned regarding the ability of utilities to satisfactorily assure the Board and other interested parties that all relevant 2004 costs have been identified, given that there is no consistency in terms the accounts used to record and report such costs.  

3.15 For forward test year filers, the assumptions included in the proposed revenue requirement would have to be documented by the Applicant.  Furthermore, contrary to Hydro One Networks’ and Hydro One Brampton’s positions
, VECC submits that the costs included should be documented now (when the Rate Application is being made and the Accounts established) and not left until the accounts are being reviewed and disposed of.

3.16 Again, VECC also notes that the external costs credited to the Variance Account would have to be adjusted to reflect any differences between the sales volumes assumed in setting the rates and those actually experienced for 2006.

3.17 Finally, as noted above, VECC does not support the inclusion of in-house costs in a Regulatory Variance Account.  If the Board decides to adopt this approach, then ideally all such costs included in the 2006 Revenue Requirement determination should be credited to the Variance Account.  However, VECC submits that it will be both impractical and impossible for either historical or forward test year filers to identify these costs.

4 Deferral Account for Revenue Losses Attributable to Unforecasted Distributed Generation

Introduction

4.1 Of the 34 distributors designated as “Applicants” by the Board, it appears that Hydro One Networks is the only one who requested permission to establish a variance account to track distribution revenue losses resulting from distributed generation
.  In its December 1, 2005 submission, Hydro One Networks stated
 that:

“Distributors will lose revenues when distributed generators displace load that would otherwise be purchased by customers from the distributor.  The lower sales volumes will be reflected immediately in actual billing data, but related revenue shortfalls may be recovered from distributors only after they are allowed to re-set their rates.  Distributors should be able to recover the foregone revenues resulting from distributed generators coming on-stream in the period between rate re-sets.”

Issue #1:  Should utilities be permitted to record in a deferral account foregone revenue amounts attributable to unforecasted load losses arising from distributed generation?

4.2 VECC submits that, as general practice, utilities should not be permitted record foregone revenue amounts attributable to unforecasted load losses arising from distributed generation in a deferral account.  VECC’s rationale for this position is set out in the following paragraphs.

4.3 First, VECC submits that the need for such a deferral account is not supported by the evidence provided to-date.  Attachment C summarizes the Applicants’ responses to VECC interrogatories
 on this matter and clearly demonstrates that:

a) Utilities generally expect to have 6-12 months
 notice of a new distributed generation project,

b) As of December last year, very few utilities were reporting knowledge of potential distributed generation projects, and

c) For those utilities with potential distributed generation projects, the size was often very small.

4.4 Even in Hydro One Networks’ case where the Rate Application suggests
 a potential revenue loss of $17.6 M, the utility’s responses to subsequent interrogatories have indicated that:

a) The value was only “illustrative”
, 

b) The utility is not aware (as of December 2005) of any potential load displacement projects that could affect revenues for 2006
. and

c) Hydro One Networks would expect to become aware of such projects about a year in advance.

As a result, VECC submits that even Hydro One Networks’ own evidence does not support the need for such an account for 2006.

4.5 Second, VECC submits that the potential for lost revenue will be mitigated in part (and perhaps even totally) if the customer with load displacement generation requires stand-by service and the utility has an approved Standby Rate
.  VECC notes that many of the utilities with potential distributed generation projects for 2006 already have (or have proposed) Standby Rates
.  Furthermore, given the typical notice period for new distributed generation, utilities should have enough time to apply for and receive approval for such a rate, if it does not currently have one.  Indeed, this is exactly view expressed by London Hydro
. 

4.6 Third, VECC submits there are a host of reasons why distributors’ loads for 2006 may be different from forecast, some of which may lead to reduced sales and revenues while others may lead to increased sales and revenues.  Proposals to establish a deferral account that addresses the loss of revenues through distributed generation (or material bad debt) are “one-sided” in that they only considers factors that lead to lower sales and revenues.  Utility revenues could be higher as a result of the increased economic activity of existing commercial/industrial customers and/or the addition of new (unforeseen) customers.  However, there is no suggestion in the Board’s list of Generic Issues that deferral accounts for unforecasted load gains should be considered.  VECC submits that such an asymmetric treatment of the issue of load forecast uncertainty is inherently unfair to consumers.

4.7 Finally, VECC also notes that, in the case of the historic test year filers, there is a fundamental problem with the concept of “unforecasted distributed generation”.  This is because the Rate Applications are not based on forecast costs and loads for 2006.  Rather, they are based on 2004 costs, 2004 customer counts and average historical use per customer.  The expectation
 is that the resulting rates will, when applied to 2006 loads, produce sufficient revenues to cover utilities’ 2006 costs and provide a reasonable return. It is VECC’s submission, that there is no practical way to determine what should be considered the “forecasted distributed generation” which would then allow utilities and the Board to determine, after the fact, the level of “unforecasted distributed generation”.

4.8 VECC also notes that even for the forward test year filers, the determination of unforecasted distributed generation could be problematic.  Hydro One Networks has indicated
 that its “load forecast for 2006 does not include (either implicitly or explicitly) assumptions regarding increased distributed generation”. VECC submits that, if the Board can not establish the level of distributed generation assumed for purposes of developing the 2006 rates, it will be unable to determine the revenue loss attributable to “unforecasted distributed generation”.

5 Generalized Standby Rates for Load Displacement Generation

Introduction

As documented in Attachment D, a number of the 34 Applicant distributors already have existing Standby Rates based on approvals received from their former regulator (Ontario Hydro) and propose to continue using the same rate form for 2006.  In addition, several of the Applicant distributors are proposing to introduce Standby Rates in 2006
.  However, as Attachment D demonstrates, those utilities proposing new Standby Rates are typically not following the facility-specific methodology set out in the 2006 Rate Handbook.  In most cases the methodology used derives the proposed rates using the standard customer class rates
.  

Issue #1:
Should the Board develop a standardized methodology for stand-by rates?

5.1 VECC supports the development of a standardized methodology for standby rates and believes that the Board should take the lead in its development.  However, VECC submits that the development of such rates can not be done as part of the current proceeding.  Rather, since the development of such rates needs to be based on cost-of-service principles, it must await the completion of the Board’s Cost Allocation initiative.  Furthermore, if the Cost Allocation initiative gives utilities the option of assigning the costs of specific facilities to customers classes as well as the option of allocating all distribution costs using standard allocation factors (e.g., non-coincident demand), the Board may need to provide for more than one standard methodology for standby rates.  

5.2 In the meantime, for the 2006 rate application and approval process, VECC submits that the Board should approve:

a) The continuation of existing Standby Rates,

b) New Standby Rates developed as per the methodology set out in Schedule 10-6 of the 2006 EDR Handbook where a specific-facility based approach is practical, and

c) New Standby Rates that are based on the comparable class proposed rates, for those circumstances where the specific-facility based approach is not practical.

Many of the utilities proposing new Standby Rates for 2006 have stated that the facility-specific methodology set out in Schedule 10-6 can not be applied in their circumstances due to the number of standby customers they have or the integrated nature of the distribution system used to support standby customers.  VECC agrees that the methodology set out in Schedule 10-6 is not workable for all utilities and submits that, until the results of the Cost Allocation initiative are available, the only basis for setting such rates is the current distribution service rates for the corresponding customer rate class.

Issue #2:
Should the Board permit utility-specific approaches to the design of standby rates?

Issue #3:
If so, what should the design be?

5.3 VECC submits that the Board should permit utility-specific approaches to the design of Standby Rates.  In such circumstances, there would typically be a significant burden of proof placed on the utility as to why the “Board-approved” approach was not appropriate and a departure required.  However, for the 2006 Rates, the Board should recognize that a methodology based on use of specific facilities is not appropriate or practical for many utilities and permit departures provided the proposed methodology builds on the proposed standard rates for customers of same class.  

5.4 In all cases, the common design principle should be that put forward by the OEB in its RP-2004-0188 Decision
 regarding the 2006 EDR Handbook:

“The distributor must be appropriately compensated for maintaining the ability to accommodate the total load of the customer at any time”

Other Deferral Accounts – Rate Mitigation Revenue Shortfalls

Introduction

5.5 As indicated in Attachment E, there are only three utilities out of the 34 distributors designated as Applicants that have suggested there could be shortfalls in revenue for 2006 arising from rate impact mitigation actions and, in two of those cases, the shortfalls are insignificant.  In the third case
, it is not immediately clear from the Application whether a deferral account was being requested or not.  In addition, there is one other utility (Hydro Ottawa) who has suggested that, if their new proposed Standby Rates are not approved, they will be seeking a deferral account for rate impact mitigation
.

Issue #1:
Should the Board establish a deferral account for the purpose of review and subsequent disposition of rate mitigation revenue shortfalls?

5.6 VECC submits that there is no need for to make a general decision that accords a deferral account for rate mitigation revenue shortfalls to all utilities.  As evidenced by Attachment E, the number of circumstances where such an account would be required will be very limited.  Furthermore, the granting of such an account should be done on a case-by-case basis, where the need for such an account is considered as part of the overall review of a utility’s rate mitigation strategy.  It is VECC’s submission that an appropriate rate mitigation strategy should consist of more than simply deferring revenue collection until future rates.  It should also consider other actions that the utility can take (e.g., adjustments to rate design, reprioritization/rescheduling of work, etc.) that would serve to mitigate rate increases.

6 Other Deferral Accounts – Low Voltage Charge Variances

Introduction

6.1 Over half of the Applicant distributors (see Attachment F) are embedded utilities subject to LV/Wheeling charges from a host distributor.  While in some cases these charges represent a small portion of the embedded distributor’s Service Revenue Requirement, in other cases the charges are significant.  

Issue #1:
Should the Board establish a deferral account for the purpose of subsequent review and disposition of Low Voltage charge variances?

6.2 VECC supports the establishment of a variance account for embedded utilities to track and record differences between the charges received by the utility from a host distributor for wheeling services and the revenues collected by the same utility from its customers for the use of those services.  It is VECC’s submission that such charges to embedded distributors are analogous to the Transmission Connection and Transformation charges that many distributors in the province pass-through to their customers and for which a comparable variance account already exists.  

6.3 The major difference between the Transmission Connection and Transformation Charges and Wheeling charges is that the former are passed through to customers using a separate rate rider; whereas the Wheeling charges are built into the approved distribution rates for each customer class.  As a result, the revenues collected by the embedded distributor from its customers to cover the costs of wheeling services are not readily identifiable.  One practical way to establish such Wheeling revenues generated by an embedded distributors customers would be to determine the percentage of the overall distribution 2006 revenue requirement attributable to the Wheeling charges and then credit the Variance Account based on distribution revenues actually received using the same percentage.  

6.4 VECC is concerned that some parties could interpret Low Voltage Charge issue from the host utility’s perspective with the resulting expectation that the Board would consider approving variance accounts that track the difference between the Wheeling revenues built into a host distributor’s revenue requirement and the actual revenues received from the embedded utilities it serves.  It is VECC’s submission that Variance Accounts should not be established for such circumstances.  Conceptually, wheeling rates are no different than other rates for distribution services which are all set on a prospective basis with no provision for a variance account.  VECC notes that Hydro Networks, the largest host distributor in the province, supports this position
.

7 Other Deferral Accounts – Material Bad Debt

Introduction

7.1 Material bad debt is defined
 as an amount exceeding 0.2% of total distribution expense.  Of the 34 electricity distributors designated as Applicants, its appears that one (Enersource
) requested an order from the Board authorizing the establishment of a deferral account to record material bad debts attributable to large customers.

Issue #1:
Should the Board establish a deferral account for the purpose of subsequent review and disposition of Material Bad Debts?

7.2 VECC submits that there is no need for the Board to make a general decision that accords a deferral account for bad debt to all utilities or, specifically, Enersource.  As evidenced by Attachment F, over half of the Applicant distributors responding to VECC’s interrogatories have not experienced any material bad debts in the three year 2002-2004.  Furthermore, for those that did, the instances of material bad debt were in the range of one to three over the period.  Indeed, Enersource itself acknowledges that “as such failures are not anticipated to occur in a typical year this account is more in the nature of a contingency”
.  

7.3 Apart from the infrequency of bad debt occurrences, there are other reasons why VECC does not support the apriori creation of a deferral account for material bad debt.  First, despite caveats that the deferral account balance is subject to review, approval of such accounts creates an expectation of entitlement and the onus is frequently on concerned stakeholders to demonstrate that recovery should not be awarded.  VECC submits (and many of the Applicant distributors agree
) that such the creation of such a deferral account reduces business risk.  Since the Board had decided not to review the return equity as part of the 2006 rate process, VECC submits that it is not appropriate to change the factors affecting business risk for 2006.

7.4 Second, in VECC’s view materiality needs to be gauged using more than a single measure such as percentage of distribution expenses.  For many utilities, the current threshold at which bad debt is deemed to be material translates into a reduction in return on equity of 5 basis points
 or less.  However, for other utilities the impact is considerably higher.  Also, the impact of material bad debt needs to be considered within the context of the utilities overall bad debt experience relative to its bad debt expense provisions and recovery success.  

7.5 Overall, it is VECC’s submission that if utilities believe there is a case to be made for recovery of material bad debt then applications should be made after the fact on a case by case basis and not triggered automatically by virtue of an existing deferral account.  An example of this is the recent Supplementary Application of Milton Hydro
.

8 Recovery of Reasonably Incurred Costs

8.1 VECC submits that its participation in this proceeding has been responsible and focused.  Accordingly, VECC requests an award of costs in the amount of 100% of its reasonably-incurred fees and disbursements.

Respectfully Submitted on the 9th Day of January 2006

John De Vellis

Counsel for VECC

[image: image1.wmf]ATTACHMENT A - SMART METERS

Metered

Planned 2006

2006

(3)

Utility

Customers

(3)

Conversions

(1)

%

Resid.

GS <50 kW

GS (50-200)

GS>200 kW

Resid.

GS <50 kW

GS (50-200)

GS>200 kW

{2004}

Blue Water

34713

3,250

9.4%

$200

NP

(8)

NP

(8)

NP

(8)

$38.46

NP

(8)

NP

(8)

NP

(8)

ELK

(2)

10,442

800

7.7%

 -

 -

 -

 -

 -

 -

 -

 -

Enersource 

177,630

29,262

16.5%

$250

$250

$1,500

$1,500

$12.36

$12.36

$12.36

$12.36

Essex

26,903

821

3.1%

$185

NP

(8)

$3,600

$2,300

$7.40

NP

(8)

$144

$92

Festival

18,665

3,225

17.3%

$155

NP

(8)

NP

(8)

NP

(8)

$31

NP

(8)

NP

(8)

NP

(8)

Horizon

227,407

(5)

46,506

20.5%

$250

$250

$1,500

$1,500

$12.36

$12.36

$12.36

$12.36

Kingston

26,315

2,595

9.9%

$121.57

$121.57

$121.57

$121.57

$4.05

$4.05

$4.05

$4.05

Ottawa

280898

(6)

61,197

21.8%

$250

$250

$1,500

$1,500

$12.36

$12.36

$12.36

$12.36

Toronto Hydro

NR

(7)

 -

 -

 -

 -

 -

 -

 -

 -

 -

 -

 -

Veridian

92,387

(4)

18,477

20.0%

$250

$250

NA

NA

$12.36

$12.36

$12.36

$12.36

Notes:

1)  Source:  VECC Generic Issue Interrogatory #1.1

2)   ELK did not respond to VECC's Generic Issue Interrogatories.  Conversions taken from Board Staff Utility Specific Interrogatory #2

3)   Source:  EDR Model, Sheet 7-1, Total Customer count excluding streetlighting, sentinel lights, USL, Large Users and Intermediate Users

4)  Represents total meters to be converted after C&DM - see response to VECC 1.1

5)  Represents total meters to be converted after C&DM - see Horizon Application, Appendix 3-A

6)  Based on Ottawa's forecast customer count for 2006

7)  Toronto has not yet provided its response to VECC #1.1

8)  Information Not Provided in the interrogatory response

Meter Costs - Capital

(1)

Meter Costs - Operating/Annum

(1)


[image: image2.wmf]ATTACHMENT B - REGULATORY EXPENSES

2004/Tier 1 Costs included in Account #5655 - Regulatory Expenses

Utility

OEB Levy &

Other  Reg

Intvenor

Other Charges

Fees

Cost Awards

Legal

Consultants

Other

Labour 

Other

Aurora

NR

(12)

Barrie

Yes

No

No

No

No

No

No

No

Blue Water

Yes

Yes

No

No

(5)

No

(5)

No

Yes 

Yes

Brantford

Yes

(13)

No

(14)

No

Yes

Yes

Yes

No 

No

Burlinton

Yes

No

No

No

(4)

No

(4)

No

No

No

Cambridge/N. Dumfries

NR

COLLUS

Yes

No

No

No

No

Yes

No

No

ELK

NR

Enersource

Yes

Yes

Yes

No

No

No

No

Enwin

Yes

Yes

No

No

(11)

No

(11)

No

No

No

Essex

Yes

No

No

No

Yes

Yes

No

No

Festival

Yes

No

No

No

No

No

No

No

Greater Sudbury

Yes

No

No

No

No

Yes

(8)

No

No

Guelph

Yes

No

No

No

No

No

No

No

Horizon

Yes

Yes

No

No

(1)

Yes

Yes

Yes

No

Hydro One Brampton

NR

Hydro One Networks

NR

Hydro Ottawa

Yes

No

No

Yes

Yes

Yes

No

No

Kingston

Yes

No

No

No

No

No

No

No

Kitchener

Yes

No

No

No

(2)

No

(2)

No

No

No

London

Yes

No

No

No

No

No

No

No

Milton

Yes

No

No

No

No

No

No

No

Niagara Falls

Yes

No

No

No

(3)

No

(3)

No

No

No

Orillia

Yes

Yes

No

No

(6)

No

No

No

No

Regulator Fees & Charges

Outsourced Services

In House Costs


[image: image3.wmf]Utility

OEB Levy &

Other  Reg

Intvenor

Other Charges

Fees

Cost Awards

Legal

Consultants

Other

Labour 

Other

Oshawa

No

No

No

No

No

No

No

No

Power Stream

(7)

Yes

Yes

No

Yes

Yes

No

Yes

Yes

PUC Distribution Inc.

Yes

No

No

No

No

No

No

No

Toronto

Yes

No

No

No

No

No

No

No

Thunder Bay

NR

Veridian

Yes

Yes

Yes

No

Yes

Yes

No

No

Waterloo North

NR

Welland

Yes

No

No

No

Yes

No

No

No

Whitby

Yes

No

No

No

(9)

No

(9)

No

No

No

Woodstock

Yes

Yes

No

No

(10)

No

(10)

No

No

No

Notes:

1) Horizon Regulatory Legal costs recorded in Account #5630

2) Kitchener Regulatory Legal and Consulting costs recorded in Accounts #5615 and 5620

3)  Niagara Falls typically expenses these as legal, consulting or outside services

4) Burlington records Regulatory Outside Services in Account #5630

5) Bluewater records Regulatory Consultant and Legal costs elsewhere

6) Orillia records outside consultants involved in rate applications in Account #5630

7) Apart from the OEB Base Levy, only costs for the former Markham Hydro are reported in Account #5655

8) Greater Sudbury includes interest paid on IESO prudentials in Account $5655

9) Whitby records Regulatory Consultant and Legal costs elsewhere

10) Woodstock records cost of consultants, accounts and other outside staff involved in Regulatory 

proceedings in Account #5630

11) Enwin records legal, professional and consulting fees related to regulatory matters in Account #5630

12)  NR - No Response provided 

13)  For Brantford, OEB fees and charges also booked in Accounts 5605 and 5650 

14)  Brantford booked ESA fees in Account 5680 for 2004.

  Source:  Utility Responses to VECC Generic Issue Interrogatory #2.1.1 

Regulator Fees & Charges

Outsourced Services

In House Costs


[image: image4.wmf]ATTACHMENT C - DISTRIBUTED GENERATION (DG)

Utility

Potential DG 

Typical Notice 

Current/Proposed

with 2006 Impact

for New DG

Standby Rate

Aurora

NR

(8)

Barrie

No

NP

(11)

Yes

Blue Water

One Possible Project

(4)

3-9 Months

No

Brantford

One Potential Project

(10)

Varies

Yes

Burlington

No

12-18 Months

Yes

Cambridge/N. Dumfries

NR

COLLUS

No

N/A

(12)

No

ELK

NR

Enersource

One Possible Project

2-6 Months

Yes

Enwin

2 Possible Projects

(2)

Varies

Yes

Essex

No

6-12 Months

No

Festival

No

NP

(11)

No

Greater Sudbury

No

6-9 Months

No

Guelph

No

1-2 Years

No

Horizon

N/A

(12)

6 Months

Yes

Hydro One Brampton

No

6-12 Months

No

Hydro One Networks

Not Aware of Any

One Year

Yes

(9)

Hydro Ottawa

Accounted For

(6)

5-6 Months

Yes

Kingston

N/A

(12)

NP

(11)

Yes

Kitchener

2 Possible Projects

(5)

3 Months

Yes

London

N/A

(12)

NP

(7)

Yes

Milton

No 

6-12 Months

No

Niagara Falls

No 

NP

(11)

No

Orillia

N/A

(12)

"Months"

Yes

Oshawa

No 

NP

(11)

No

Power Stream

(7)

2 Possible Projects

(3)

Varies

No


[image: image5.wmf]Potential DG 

Typical Notice 

Current/Proposed

Utility

with 2006 Impact

for New DG

Standby Rate

PUC Distribution Inc.

No

NP

(11)

No

Toronto

A number - most small

3-12 months

Yes

Thunder Bay

NR

Veridian

No

Varies

(1)

No

Waterloo North

No

6-12 Months

No

Welland

No 

NP

(11)

No

Whitby

No

NP

(11)

No

Woodstock

No

NP

(11)

No

Notes:

1)

Veridian indicates it is aware of one potential small project (50 kW) but this will not impact 2006

2)   No details available and no confirmation of customers' plans

3)   Project sizes are 50 kW and 1 MVA   

4)   Project represents 1% of Bluewater's distribution revenue

5)   The two Kitchener projects are for 3,600 kWh and 20,000 kWh annually

6)   All existing and currenetly proposed DG greater than 500 kVA is included in Ottawa's forward 

test year Revenue Requirement

7)   London expects that it would have sufficient lead time to resolve issues related to Standby Rates

8)   No Response provided

9)   Hydro One Networks filed a separate application for rates for distributed generators in December 2005

10)  Brantford states that it is not clear if the project could affect 2006 revenues.

11)   Information Not Provided in interrogatory response 

12)  Information Not Asked for in interrogatories

Source:Applicants responses to VECC Generic Issue Interrogatory 2.2.1 and EDR Model Schedule 10-6


[image: image6.wmf]Utility

Current/Proposed

Pre-

Standby Rate

Existing

(5)

Handbook

Alternate Method

Aurora

NR

(3)

Barrie

Yes

Yes

No

No

Blue Water

No

Brantford

Yes

Yes

No

No

Burlington

Yes

Yes

No

No

Cambridge/N. Dumfries

NR

COLLUS

No

ELK

NR

Enersource

Yes

No

No

Yes

Enwin

Yes

Yes

No

No

Essex

No

Festival

No

Greater Sudbury

No

Guelph

No

Horizon

Yes

Yes

No

No

Hydro One Brampton

No

Hydro One Networks

Yes

(4)

No

N/A

(2)

N/A

Hydro Ottawa

Yes

No

No

Yes

Kingston

Yes

No

No

Yes

Kitchener

Yes

Yes

London

Yes

Yes

No

No

Milton

No

Niagara Falls

No

Orillia

Yes

Yes

No

No

Oshawa

No

Power Stream

(7)

No

ATTACHMENT D - STANDBY RATE STATUS

Proposed Rate Based On


[image: image7.wmf]Current/Proposed

Pre-

Utility

Standby Rate

Existing

(5)

Handbook

Alternate Method

PUC Distribution Inc.

No

Toronto

Yes

Yes

No

Yes

(1)

Thunder Bay

NR

Veridian

No

Waterloo North

No

Welland

No

Whitby

No

Woodstock

No

Notes:

1)   Toronto is proposing to harmonize pre-existing standby rates using an 

alternate methodology to that set out in the Handbook.

2)   Hydro One Networks' applied for the rate in December 2005.  The basis for the proposed rate is unknown

3)   No Response provided

4)   Hydro One Networks filed a separate application for rates for distributed generators in December 2005

5)   Pre-existing rates are those that were approved by the former regulator (Ontario Hydro)

Source:  Applicants' responses to VECC Generic Issue Interrogatory 3.1 and EDR Model Schedule 10-6

Proposed Rate Based On


[image: image8.wmf]ATTACHMENT E - RATE IMPACT MITIGATION

Rate Mitigation

Shortfall

Request 

Utility

Revenue Shortfall

% of 2006 RR

for DA

Aurora

NR

(3)

Barrie

No

N/A

N/A

Blue Water

No

N/A

N/A

Brantford

No

N/A

N/A

Burlington

No

N/A

N/A

Cambridge/N. Dumfries

NR

COLLUS

NoA

N/A

N/A

ELK

NR

Enersource

No

N/A

N/A

Enwin

No

N/A

N/A

Essex

No

N/A

N/A

Festival

N/A

(6)

N/A

N/A

Greater Sudbury

No

N/A

N/A

Guelph

No

N/A

N/A

Horizon

No

N/A

N/A

Hydro One Brampton

No

N/A

N/A

Hydro One Networks

Yes:   $300,000

0.03%

No

Hydro Ottawa

No

N/A

Yes

(2)

Kingston

No

N/A

N/A

Kitchener

No

N/A

N/A

London

No

N/A

N/A

Milton

No

N/A

N/A

Niagara Falls

Yes

(4)

U/K

(4)

U/K

(5)

Orillia

No

N/A

N/A

Oshawa

No

N/A

N/A

Power Stream

No

N/A

N/A


[image: image9.wmf]Rate Mitigation

Shortfall

Request 

Utility

Revenue Shortfall

% of 2006 RR

for DA

PUC Distribution Inc.

No

N/A

N/A

Toronto

No

N/A

N/A

Thunder Bay

NR

Veridian

No

N/A

N/A

Waterloo North

No

N/A

N/A

Welland

No

N/A

N/A

Whitby

No

N/A

N/A

Woodstock

No

N/A

N/A

Notes:

1)   Source:Applicants' responses to VECC Generic Issue Interrogatory 4.1.1

2)  Ottawa will seek a deferral account to cover lost USL revenue if Standby Rate not approved   

3)   No Response provided

4)   Niagara Falls Hydro's rate impact mitigation involves exclusion of certain anticipated 

C&DM and Wholesale meter costs for 2005 (allowable Tier 1 adjustments) from Rate Base.

Impact on Revenue Requirement was not provided.

5)   It is not clear from Niagara Falls Application whether it expects to recover the foregone costs 

in the future or not.  See response to VECC Utility-Specific interrogatory #3

6)   Festival indicates that there will be an immaterial shortfall due to methodology for USL. 

Source:Applicants' responses to VECC Generic Issue Interrogatory 4.1.1



[image: image10.wmf]ATTACHMENT F - HOST/EMBEDDED DISTRIBUTOR STATUS

Status

LV Revenue

Status

LV Cost

Utility

Materiality

(1)

Materiality

(2)

Aurora

NR

(3)

Yes

3.6%

(9)

Barrie

No

N/A

Yes

3.63%

Blue Water

No

N/A

Yes

0.88%

Brantford

Yes

N/P

(7)

No

N/A

Burlington

No

N/A

Yes

0.81%

Cambridge/N. Dumfries

NR

COLLUS

No

N/A

Yes

6.45%

ELK

NR

Yes

13.2%

(9)

Enersource

No

N/A

Yes

0.50%

Enwin

No

N/A

No

N/A

Essex

No

N/A

Yes

7.36%

(4)

Festival

No

N/A

Yes

1.30%

Greater Sudbury

No

N/A

Yes

0.43%

Guelph

No 

N/A

No

N/A

Horizon

No 

N/A

Yes

0.60%

Hydro One Brampton

Yes

0.004%

(6)

Yes

N/P

(8)

Hydro One Networks

Yes

3.40%

Yes

N/P

(5)

Hydro Ottawa

No

N/A

Yes

0.95%

Kingston

No

N/A

Yes

1.50%

Kitchener

Yes

N/P

(5)

No 

N/A

London

No

N/A

No 

N/A

Milton

No

N/A

Yes

1.41%

Niagara Falls

No

N/A

No 

N/A

Orillia

No

N/A

Yes 

2.71%

Oshawa

No

N/A

No 

N/A

Embedded Utility

Host Utility 


[image: image11.wmf]LV Revenue

LV Cost

Status

Materiality

(1)

Status

Materiality

(2)

Power Stream

No

N/A

Yes

0.90%

PUC Distribution Inc.

No

N/A

No

N/A

Toronto

No

N/A

Yes

0.02%

Thunder Bay

NR

Veridian

No

N/A

Yes 

4.01%

Waterloo North

No

N/A

Yes 

0.10%

Welland

No

N/A

No

N/A

Whitby

No

N/A

Yes 

2.30%

Woodstock

Yes 

0.08%

No

N/A

Notes:

1)   Expected LV revenues as a percent of total Distribution Revenue Requirement  

2)   Expected LV charges as a percent of total Distribution Revenue Requirement

3)   No Response provided

4)  Taken from Essex's EDR Model.  In the Interrogatory response utility used Distribution Expenses 

and not Total Service Revenue Requirement to calculate percentage

5)   Not provided as part of interrogatory response. Request for LV rate filed as a separate Application

6)   Hydro One Brampton percentage calculated using LV revenue reported and Service Revenue per

Application

7)  Brantford Power has not applied for an LV Wheeling rate at this time

8)   LV Wheeling costs not included in Hydro One Brampton's Rate Application

9)   Taken from Utility's EDR Model - Sheets 5.1 and 7.2

Source:  Applicants' responses to VECC Generic Issue Interrogatory 4.2.1

Host Utility 

Embedded Utility



[image: image12.wmf]ATTACHMENT G - BAD DEBT

Would Bad Debt 

2002-2004 Material 

Formal Bad

Recovery of

Material Bad Debt

D.A. Reduce 

Utility

Bad Debt Occurrences

Debt Policy

Write-offs

Impact on ROE

(6)

Business Risk

Aurora

NR

(3)

Barrie

None

No

(1)

Very Low

-0.05%

Yes - In principle

Blue Water

One in three years

Yes

20%

-0.07%

Yes

Brantford

3 in three years

No

(1)

$60,000 in 3 years

-0.06%

Not significantly

Burlington

One in three years

No

(1)

5.5%-6.7%

-0.10%

Yes

Cambridge/N. Dumfries

NR

COLLUS

None

No

(1)

Not much

NP

No

ELK

NR

Enersource

One in three years

Yes

3%-12%

-0.05%

No

Enwin

None

Yes

$290,000 in 3 years

-0.05%

Not significantly

Essex

None

Yes

5%

-0.08%

Yes

Festival

None

No

(1)

10-15%

-0.06%

Agree

Greater Sudbury

None

No

(1)

Nominal

Immaterial

Yes

Guelph

None

Yes

NP

-0.04%

Yes

Horizon

3 in three years

No

(1)

3.00%

-0.05%

Yes

Hydro One Brampton

None

No

(1)

11%

-0.50%

Yes in theory

Hydro One Networks

None

Yes

20%

-0.05%

Yes in theory

Hydro Ottawa

None

No

(1)

5-10%

-0.05%

No

Kingston

None

No

(1)

12%

(4)

-0.10%

Yes

Kitchener

One in three years

Yes

28%-37%

-0.06%

Yes

London

None

No

(1)

$298,000 in 4 years

-0.14%

May reduce

Milton

None

No

(1)

2%-13%

-0.06%

Yes

Niagara Falls

None

Yes

Minimal

NP

Yes



[image: image13.wmf]Would Bad Debt 

2002-2004 Material 

Formal Bad

Recovery of

Material Bad Debt

D.A. Reduce 

Utility

Bad Debt Occurrences

Debt Policy

Write-offs

Impact on ROE

(6)

Business Risk

Orillia

(5)

2 in three years

No

(1)

1%-2%

-0.06%

No

Oshawa

3 in three years

Yes

Small

-0.16%

Yes

Power Stream

One in three years

No

(1)

5%-20%

(2)

-0.50%

Partially

PUC Distribution Inc.

None

No

(1)

$39,000 in 3 years

-0.09%

Likely yes

Toronto

NR

No

(1)

4%

-0.002%

No

Thunder Bay

NR

Veridian

3 in  three years

No

(1)

4%-8%

-0.06%

Not necessarily

Waterloo North

None

No

(1)

NP

NP

NP

Welland

(5)

3 in  three years

Yes

12%

-0.08%

No

Whitby

None

No

(1)

$4,000 in 3 years

NP

Yes

Woodstock

(5)

One in three years

No

(1)

6.32%

-0.05%

No

Notes:

1)  Many utilities have no formal "policy" but do have standard business practices for dealing

with bad debt.

2)   Power Stream's experience is 5% for bankruptcies and 15-20% for collection agencies

3)   No Response provided

4)   Kingston recovers 12% of bad debts sent to collection agencies

5)   ROE impact based on reported dollar impact and rate base per EDR Model

6)   Percentage Point reduction in ROE (Note:  It appears that some but not all respondents included impact of

increased bad debt expense on taxes)

Source:   Response to VECC Generic Issue Interrogatories 4.3.1, 4.3.2 and 4.3.3


� See the December 23, 2005 Monthly Variance Explanation on the RPP prepared for the OEB by Navigant Consulting which indicates that cost of the RPP supply exceeds revenues at current rates.


� For example:  Enwin, PUC, Niagara Falls, London, COLLUS, and Woodstock


� In its review of the 2006 EDR Applications, VECC considered 2006 Base Distribution Rate increases of more than 15% to be material.  Base Distribution Rate increases are defined as the increase in rates required for 2006 (over 2005) to yield the Base Revenue Requirement.  They are calculated using Schedule 7-1 of the 2006 EDR Model and comparing total revenue at 2005 rates(column AE) with Base Revenue Requirement for 2006 (column AK).


� As demonstrated by Attachment F, over half the Applicant distributors are embedded.


� See Hydro One Networks submission, page 1 and Responses to Board Staff’s Generic Issue Interrogatory #1 by Veridian and Power Stream


� See Veridian’s Response to OEB Staff Smart Meter Interrogatory #3.


� The extract is taken from Niagara Falls Hydro’s Application.


� See Hydro One Networks Application, Exhibit F1, Tab 3, Schedule 1,page 1


� December 1, 2005 Submission, page 3


� OEB USOA. Page 149


� Note:  While the Board’s Issues List speaks of “Deferral Account” for regulatory costs, most utilities requesting such an account have referred to is as a “Variance Account”.  The latter terminology is more appropriate since the 2006 Approved Revenue Requirement will typically include some 2004 regulatory costs and/or related Tier 1 adjustments.


� VECC Generic Issue interrogatory #2.1.1


� Examples of such utilities are:  Welland ($2,050); Kingston (none); Ottawa ($14,887); COLLUS ($2,172); Milton (none); Burlington ($7,188); Festival (none); Toronto Hydro (none) and Guelph (none)


� Examples of such utilities are:  Brantford ($98,430); Enersource ($360,905); and Enwin ($225,067)


� See London response to VECC Generic Issues interrogatory #2.1.1 f)


� See Enersource response to VECC Generic Issues interrogatory 2.1.1 a&b)


� Examples are:  Woodstock and PUC


� See Appendix A of the Board’s Practice Direction on Costs Awards


� See Attachment B


� See their responses to VECC Generic Interrogatory #2.1.1


� See Hydro One Networks’ Application, Exhibit F1, Tab 3, Schedule 1, Section 3.0


� See page 3


� VECC Interrogatory 2.2.1


� Note:  Some utilities suggested a shorter period while others suggested 1-2 years.  Six to 12 months seems to represent the average notice period expected.


� Hydro One Networks Application, Exhibit F1, Tab 3, Schedule 1, page 2


� Hydro One Networks Application, Exhibit H, Tab 3, Schedule 31, page 2


� See Hydro One Networks response to VECC’s Generic Issues interrogatory 2.2.1


� See both Toronto’s and Enersource’s responses to VECC Generic Issue interrogatory 2.2.1 a)


� See Attachment C


� See London’s response to VECC interrogatory 2.2.1 c)


� Note:  If utilities did not have the expectation of an acceptable return based on the use of an Historical Test Year, they had the option of using a Forward Test Year.


� Hydro One Networks’ Application, Exhibit H, Tab 5, Schedule 72.


� In Toronto Hydro’s case, the Standby Rates vary across the former (pre-amalgamation) service areas and the utility is seeking to harmonize them for 2006.


� As an example, see Ottawa’s Application, Tab B, page 100.


� Page 80


� Niagara Falls Hydro – see response to VECC Utility Specific interrogatory #3


� The new revenues from Standby Rates serve to offset the revenues lost through rate impact mitigation actions.


� Hydro One Networks’ response to VECC Generic Issue Interrogatory #4.2.3 b)


� 2006 EDR Handbook, page 46


� See Enersource’s Application, Tab 4, page 27


� See Enersource’s Application, Tab 4, page 27


� See Attachment F


� See Attachment F


� Note:  In its January 3, 2006 Argument, VECC supported Milton Hydro’s request for recovery of bad debt.
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