Rideau St. Lawrence Distribution Inc.

Response to VECC Interrogatories

Board  File No.   EB-2008-0210

Question #1 Reference: RSL, Manager’s Summary and 3GIRM Supplementary Model 

a) With respect to Manager’s Summary page 8 and Tabs C3.1 & C4.1, RSL has assigned all of the cost allocation adjustments to the variable charge for each customer class. RSL claims this is consistent with the approach used in the 2008 Rate Order. However, in its EB-2007-0762 Decision (page 16) the Board found that RSL’s objective of maintaining the fixed/variable split (i.e., adjusting both values) was appropriate. Please reconcile the 2009 approach with the Board’s prior Decision. 

b) Please confirm how the “cost” of the transformer ownership allowance was allocated and recovered in RSL’s 2008 Rate Order. 

c) Given the price cap adjustment is applied to the all rates (including the mark-up for the transformer ownership allowance), why shouldn’t the allowance also be applied to the transformer ownership allowance for 2009? 

RSL Response:
a)RSL is re-submitting the Rate Generator and the Supplementary Filing Modules as our 2009 IRM Rate Application, including requested changes, and assigning cost allocation adjustments to fixed and variable rates for each customer class. 

In order to clearly show that we have completed this application consistent with our 2008 OEB approved rate order, we have completed two versions of the Generator module, and two versions of the Supplementary Module. The first version of the Generator and the Supplementary Module, have all costs included (low voltage (LV) and transformer allowance (TA)), and contain our applied for rates for 2009. These files are labeled “OEB 2009 2.0 3GIRM Rate Generator Jan 16” and “2009 OEB 2.0 3GIRM Supplementary Jan 16”.

The second version of the Generator and the Supplementary Module, has removed costs for the allocated transformer allowance (TA) and for the Low Voltage (LV). This gives a direct comparison to the 2008 Rate Application Revenue to Cost Ratios that were calculated prior to the inclusion of TA and LV. The files for these two modules are labeled “OEB 2009 2.0 3GIRM Rate Generator no TA LV” and “2009 OEB 2.0 3GIRM Supplementary no TA LV”.
b)  The “cost” for the transformer ownership allowance was recovered from all customer classes in RSL’s 2008 Rate Order in the same proportion as distribution revenue. For example, the Residential Distribution Revenue was 57% of the total Distribution Revenue, then 57% of the Transformer Allowance was recovered from the Residential Distribution volumetric rate. 
c) It is our understanding this mechanistic rate process (3’rd GIRM) does not allow for changes to be made to the transformer allowance. We understand that the transformer allowance – which has been historically set at $0.60 per kW has been maintained at that level in most parts of the Province.

We believe that the transformer allowance will be reviewed as part of the Ontario Energy Board’s Rate Redesign Project. Additionally, the Board’s 3GIRM Rate Model provided no direction to adjust the allowance for transformer ownership.  
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