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RP-2003-0044
IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c. 15 (Sched. B);

AND IN THE MATTER OF applications by Centre Wellington Hydro, Veridian Connections Inc., EnWin Powerlines Ltd., Eire Thames Powerlines Corp., Chatham-Kent Hydro Inc., Essex Powerlines Corp., Cooperative Hydro Embrun Inc. and Hydro One Networks Inc. pursuant to subsection 74(1) of the Ontario Energy Board Act, 1998 to amend Schedule 1 of their Transitional Distribution Licences.

Introduction

FortisOntario Inc. (“FortisOntario”) wishes to file the following evidence on behalf of its regulated subsidiaries; Canadian Niagara Power Inc., Cornwall Street Railway, Light and Power Company Limited and Eastern Ontario Power Inc.  While none of the FortisOntario subsidiaries is an applicant for a service area amendment, FortisOntario believes the issues being addressed in this proceeding could have a significant impact on these companies in the future.  We thus appreciate the opportunity being provided by the Board to provide our opinions on this matter.

Exclusivity

Our understanding is that until the recent Board orders granting distribution service area amendments, distributors believed that their service territories were exclusive.  This, despite the fact that subsection 70(6) of the Act clearly states that a licensed distributor cannot claim any right of exclusivity.  Our understanding is that the Board granted exclusive distribution service territories at the time of market opening in order to ensure all customers were served.

Now that the transition period is over and the market has been open for over a year, FortisOntario believes this policy is no longer relevant in a dynamic open market.  While subsection 70(11) of the Act requires the Board to specify the service area of a distributor, we believe that wherever possible the Board should be removing the exclusive aspects of those areas.

The Issues Conference and several intervenor submissions indicated that many distributors felt that the service area definitions and the exclusivity were in place to protect their investments.  It is the view of FortisOntario that the requirement for a defined service area is only important as it relates to the obligation of a distributor to connect.  As long as any part of Ontario is in at least one distributor’s service area, then all customers should be guaranteed a connection.  Non-exclusive service areas do not remove this obligation.  Instead, if the service areas of more than one distributor overlap then each distributor would have the obligation to connect.

New Customers

Many intervenors support the concept of allowing new customers in boundary areas to choose their distributors.  Some intervenors have stated that competition and customer choice are the most important attributes the Board should be promoting.  Other intervenors are opposed to providing new customers with any choice.

FortisOntario supports the concept of giving as many customers as possible the choice of distributors.  We believe that only the customer, not a regulator or a distributor, can make the rational choice as to who can provide the best service.  We note that within our own customer base, different customers place different weightings on the characteristics of distributors, e.g. reliability, cost, response time, etc., that are important to them.

Some intervenors have raised the sceptre of inefficient systems and parallel sets of lines if non-exclusive service areas are granted.  FortisOntario believes that economic costs will make this scenario unlikely except in limited circumstances.  The costs of connection will, in most cases, force the new customer to choose the nearest distributor.  We also note that the current environment with exclusive areas has still resulted in parallel lines in certain situations.

Existing Customers

Most intervenors have not supported extending customer choice to existing customers where  overlapping service areas exist.  The concern is that of stranded assets.  Some intervenors argued that the Board as regulator does not have the authority to switch a customer from one distributor to another.

FortisOntario believes that customers in overlapping service areas should be allowed to choose their distributor.  However, the cost to the customer for switching should include reimbursing the existing distributor for the book value of the assets being stranded.  For there to be effective choice, this charge must be limited to the depreciated cost of the stranded assets only and should not include hypothetical allocations of overhead or system costs.  As a result, FortisOntario believes that the affect of this charge will limit switching to only limited circumstances, likely those where service characteristics are an important factor.

Service Area Amendments

The nine specific amendment applications that triggered this generic hearing demonstrate the importance of the Board’s objective of establishing basic principles for such applications.  The Board hearing process is, by its nature, long and expensive.  While this may be necessary to conduct a proper hearing, it is not suitable for the quicker decision making required for most developments.  It also puts the Board in the position of being a referee rather than a regulator.

FortisOntario recommends that distributors be allowed to apply for over lapping service areas before specific developments create the need for more rushed decision-making.  The basis for decision-making on the applications would be potential development rather than actual development.  With the framework described above in place, the number of hearings required by the Board would be minimized and customers, rather than the regulator, could determine the nature of service area expansion for each distributor .
