EB-2008-0233

IN THE MATTER of the Ontario Energy Board Act 1998,
Schedule B to thEnergy Competition Act, 1998, S.O. 1998, c.15;

AND IN THE MATTER OF an Application by Centre Wellington
Hydro Ltd. for an Order or Orders approving just aeasonable rates
and other service charges for the distributionlettecity, effective May
1, 2009.

SUBMISSIONS
OF THE

SCHOOL ENERGY COALITION

Overview

1. These are the submissions of the School Energyit@oain the application by Centre
Wellington Hydro Inc. ("CWHI") for an order fixingist and reasonable rates for the distribution

of electricity effective May 1, 2009.

OM&A

2. CWHI has budgeted $163,000 for costs of the relgaapplication and has requested

inclusion of $40,750 in its 2009 OM&A (1/4 of $168) for this purpose [Board Staff IR#52].

3. However, the actual amount spent as of the filihg@rrogatory responses was $80,920.

CWHI was asked to prepare a revised budget assutméng is no settlement conference or oral



hearing, neither of which have occurred. In respo&€WHI said that the budget would decrease
by $6,855 in 2009, or $27,420 in total. Howevéattamount appears to under-stated. An
examination of the revised budget shows at lea$t050 related to the technical conference or

settlement conference, as follows:

(@) Elenchus: $12,250
(b) Utility Financial Concepts Inc.: $ 5,300
(c) OEB costs: $13,500
(d) Intevernor costs: $10,000
Total: $41,050
4, In addition, other areas of the budget also apfeae over-stated. For example, CWHI

had budgeted $42,650 as payment to Elenchus fstiagsin preparation of application and
assisting in defending the application ("IR's-5 gf3ythis is more than the total spent on this
category (Elenchus) so far- $30,080. The only othwe items in this category are the above-
mentioned $12,250 budgeted for Elenchus expenskgedeto the technical/settlement
conferences. Therefore, the amount budgeted fendBlus appears to be over-stated by an
additional $12,570. The same analysis for therdilie consultants yields similar over-budgets

in the amount of $6,987 for Utility Financials Iramd $1,500 for KPMG.

5. SEC believes therefore that there is sufficientdence to reduce the budget associated

with the 2009 rebasing by at least $43,000, whiohld/ reduce 2009 OM&A by $10,750.

! The difference between the amount budgeted fardBles and the amount spent thus far is $24,8202502f
this amount has been budgeted for Elenchus costsiased with the technical conference and settiéme
conference. The remaining difference is $12,57GWISEC believes has been over-budgeted for theicsitems
in the "Elenchus" category- preparation for theligpfion and defending application. SEC used theesanalysis
for the other two consulting cost categories showthe Table attached to Board Staff IRR #52.



Cost of Capital

6. In SEC's submission, the promissory note issug¢ded ownship of Centre Wellington is
calleable on demand and the cost rate should, @iogty, be the Board's deemed long term debt
rate. Allowing the note to use the nominal rat&/ &% would create an asymmetry: it would
allow the utility's shareholder to enjoy the rataty higher interest rate now yet retain the right
to call the note in the event interest rates in¥eaSEC submits that this asymmetry is precisely
why the Board uses the deemed long-term debt matages of affiliate debt that is calleable on

demand, and it should apply to CWHI in this caseek.

Deferral Account

7. SEC agrees with CWHI's proposal to clear its dafeaccount balances, including those
(accounts 1584 and 1586) that will be addresseskparate proceedings. These accounts have

significant credit balances that will help to alkte the rate impact of the rebasing application.



8. Cost Allocation
9. In SEC's submission, even with the changes propbge@WHI, the proposed 2009
revenue to cost ratios still result in significaoter-contribution per customer in the general
service rate classes, as can be seen from thevingdable:
Rate Class R/C $ (being # of Over-
Ratio subsidized)/$ove Custo contribution

r-contributing mers  per
(2009) customer

Residential 103.0 $44,990.50 5,710%$7.87
GS<50kW 106.62 $29,779.51 687 $43.34
GS>50kwW 112.82 $60,365.82 53 $1,138.97
GS>3,000kWw  87.3 ($12,953.41) 1 ($12,953.41)
Street 40.47 ($120,903.12)

Lighting

Sentinel 45.23 ($2,454.53)

Lighting

Unmetered 112.08  $1,181.63

Scattered

Load

10. As can be seen from the above table, customerBeirGIS>50kW rate class are over-
contributing to CWHI's revenue requirement in thmoant of over $1,138 each. Those
customers are also seeing the highest distribuat@ impacts resulting from this application-

ranging from 11% to 42%. [Ex. 9-1-7, p. 3]

11. In interrogatories SEC asked a number of questiegarding the apparent incongruity
between the rate impacts for Residential and GS#b60Ustomers, on the one hand, and those of
GS>50kW customers on the other. Specifically, #&>50kW customers are seeing relatively

large distribution rate impacts (ranging from 108642%, although the larger rate impacts are



also due to the change to the fixed charge, asisbed below) while Residential and GS<50kW
are seeing mostly decreases or modest increases. séemed counter-intuitive to SEC since all
three rate classes are, obviously, facing the s@awvenue requirement increase and are all, in

addition, seeing similar reductions to their revetmw cost ratios.

12. The Applicant's response to SEC's inquiries was "tlghough there is a movement in
the Revenue to cost ratio toward 100% this class ¢pposed to the Residential and
GS<50kWrate classes] will receive the same proporaf total revenue as the existing rates.
Since there is a revenue deficiency the amountewénue to this class will in fact increase

resulting in various bill impacts..." [SEC IRR#17(b)EWHI then goes on to explain that:

the revenue to cost ratio of 113% [for the GS>50katé class] in this rate application
reflects the volumetric share of the GS>50kW rdtes< according to the 2009 load
forecast. Because of differences in the base d=dd, it is possible for revenue to cost
ratios to change slightly over time even when distron rates remain unchanged.

[SEC IRR#17(d)]

13. What all of this suggests to SEC is that the reeetoucost ratios for the GS>50kW rate
class are lower in this application because oR0@9 load forecast but have not been adjusted in
the sense that there has been a reduction in tle¢ ¢& over-contribution to the applicant's
revenue requirement. As is shown above, the GS&50kstomers continue to over-contribute
to the applicant's revenue requirement by over GEL,g&ach. In SEC's submission, this is
unacceptable in view of the fact that other rasssbs appear to have benefitted from a real

adjustment to the revenue to cost ratios. SE@ngslihat GS>50kW customers should receive



real, not nominal, adjustments to their revenuedst ratios so as to reduce the distribution rate

impacts they are facing.

14.  The biggest beneficiary of the over-contributionthg Residential and general service
rate classes is the Streetlighting class. SEC dsbthat, in keeping with previous Board
decisions, this class should be moved toward theinmim level set out in the Board/'s
guidelines (70%) within two years rather than thaisgroposed by CWHI. SEC further proposes
that the Streetlighting class be further adjustednbve towards 100% during the IRM period

and that other rate classes be adjusted downwaaidicgly.

15.  There is only one customer in the GS>3,000 ratescl@hat customer is being subsidized
by other customers in the amount of $12,933. Ulinslear why CWHI has a rate class with just
one customer in it, but it appears to SEC that théss should be amalgamated into the
GS>50kW rate class. Doing so would partially, bat completely, reduce the level of over-
contribution of the GS>50kW rate class. Becauseetivould be a significant rate impact to the
sole GS>3,000 customer if the change were done diatety?, SEC suggests it should be done
during the IRM period after the revenue to cosiorédr the GS>50 class has been reduced by

other means (i.e. adjustment to Streetlightingsjlas

Rate Design

2 Its 2009 distribution bill would nearly double frothe existing level, $6,745.38 per month, to $03,@er month
(versus $10,642.35 in CWHI's proposed rate schedule



16. Also contributing to the significant distributiorate impacts for some GS>50kW

customers is CWHI's decision to increase the fistearge for this class from $42.23 to $130.72,
a 209% increase in a single year. As a resuhisfibcrease in the fixed charge, the distribution
rate impacts vary widely within the GS>50kW ratass- from 10.9% for the largest users within

the class to 42% for the smallest users. [Exhidit® p. 3]

17.  While the proposed fixed charge is not unreasonabiapared to other LDC's in the
province, SEC submits that such a large increasesingle year will create hardship for smaller
users within the class. SEC submits that changeldibe phased in. SEC suggests that the

2009 fixed charge should be $72.36, which is theded cost using the Informational Filing.

Costs

18. SEC participated responsibly in this proceeding andght to minimize its costs by
cooperating with other ratepayer groups. SEC gl requests that it be awarded 100% of

its reasonably incurred costs.

All of which is respectfully submitted this 1&lay of February, 2009.

John De Vellis

Counsel to the School Energy Coalition



