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INTRODUCTION

This is the reply submission of Centre Wellington Hydro Ltd. in regard to its 2010 3rd Generation Incentive Regulation Mechanism for an order approving just and reasonable rates for the distribution of electricity effective May 1, 2010.  Centre Wellington’s submission is filed in reply to Board Staff submission filed by Ontario Energy Board Staff February 3, 2010.

Centre Wellington Hydro Ltd. serves 6,250 electric customers and 1,611 Street Light connections in both municipalities of Elora and Fergus.  There are 5,510 residential customers, 670 General Service customers less than 50kW, 55 General Service customers who exceed the 50kW threshold, 1 Intermediate class customer, 2 Un-metered Scattered Load customers, 12 Sentinel Light customers and 2 Street Light customers. 

Centre Wellington filed their 2010 3rd GIRM application on October 21, 2009 under section 78 of the Ontario Energy Board Act, 1998.  Centre Wellington submitted its responses to interrogatories from OEB Staff on January 5, 2010.

Potential Tax Sharing Rate Rider

Centre Wellington Hydro agrees with Board staff that the $748 Tax Sharing amount could be moved to variance account 1595 for disposition in a future rate setting.

Disposition of Deferral and Variance Accounts as per the EDDVAR Report

Although Centre Wellington Hydro has the capability to establish a separate rate rider for Non-RPP customers, the variance amount of ($14,330) is relatively immaterial and should be refunded to all customers in the classes that participated in the accumulation of the Global Adjustment variance.  This recommendation is consistent with the methodology included in the Deferral and Variance Account Workform.

Centre Wellington does not believe a two year disposition period would increase intergenerational inequities.  Centre Wellington disagrees with Board Staff submission with respect to the time period over which the rate riders should apply.  Centre Wellington submits the balances in the Group 1 accounts have not been accumulating for over the last four year period.  In accordance with the Board’s Decision and Order dated April 29, 2009 relating to Centre Wellington’s Cost of Service rate application, Centre Wellington was ordered to recover balances up to December 31, 2007.  Those balances were approved to be disposed of over a four year period ending April 30th, 2013.  Centre Wellington submits there will be increased volatility in electricity bills if the disposition period for the disposition of the Group 1 accounts in this rate application is shortened to one year which is not in the customer’s best interest.  
Centre Wellington agrees with Board Staff submission that the Board approve the proposed deferral and variance account balances on a final basis.

Centre Wellington agrees to complete and file Deferral and Variance Account Workform V4 for consistency with all other applicants. 
ADJUSTMENTS TO THE REVENUE TO COST RATIOS

Centre Wellington agrees with Board Staff submission that Centre Wellington has complied with the filing requirements of the 2010 Supplemental Filing Module and requests the Board to approve the revenue to cost ratio adjustments as submitted.

ADJUSTMENTS TO THE RETAIL TRANSMISSION SERVICE RATES (RTSR)

Centre Wellington agrees with Board Staff submission that the RTSR rates be revised to reflect the January 1, 2010 values.

ACCOUNTING FOR THE IMPLEMENTATION OF THE HARMONIZED SALES TAX

Centre Wellington does not agree with Board Staff submission that a deferral account be established to record the effects of the harmonized sales tax (HST).  Centre Wellington submits the appropriate time to address this issue is at the point of the Cost of Service rate applications when all OM&A expenses and Capital expenditures are before the Board.  In addition, Centre Wellington submits the Cost of Service applications are made on a forward test year which includes projections for both Capital and OM&A expenses.  Any deviations from those projections, both increases in costs or reductions in costs, are to be managed by the LDC during the year they are incurred.  No deferral accounts are set up to record the differences between projected expenses and actual costs.

Not all expenses in ratebase include PST.  Legal, auditing and consulting fees, snow plowing are examples of items that historically do not attract PST.   In addition, the actual expense incurred may not equal the expense projected in the COS Application. For example, if the goal is to remove PST from ratebase expenses, you first need to determine what expenses attracted PST.  If the ratebase expense was for office supplies – say $1,000, the PST would be $80.  The cost included in ratebase would have been $1,080.   When you actually incur the office supply expense, it may be for $1500 or $500 – resulting in $120 or $40 in PST, both of which do not match what was included in ratebase.  Board Staff are requesting that the actual PST be recorded in the deferral account, when in fact the amount recorded in ratebase is different.  Consequently, in order to determine if the costs actually incurred are included in ratebase, a cross check will need to be developed every time an entry is made to the deferral account.  If this process is not taken into account and all PST is returned to the customer, the shareholder will be negatively impacted.  Additional burden will be placed on the LDC to perform this cross check.  
In setting up the deferral account for PST charges applicable to those items that were subject to PST prior to July 1, 2010 HST implementation, Centre Wellington Hydro believes that this would entail extensive programming changes by our software vendor.  This is because the program would have to be setup in order to track the Input Tax Credit (ITC) on items that were previously subject to PST separately from the ITC where PST is now being charged when it wasn’t previously.  If this isn’t done then the deferral account would be overstated.  Another issue with regards to this is the administrative time that it would entail in order to ensure that the deferral account is 100% accurate.
The increase in administrative time is not because we would now have to put the PST to an input tax credit account but because we would have to split the PST ITC between items that were previously subject to PST and those items that were not previously subject to PST.  The staff would have to review each invoice issued after July 1, 2010 with invoices issued prior to this date to determine if this was a new PST charge versus an old one and therefore subject to a deferral variance allocation.  
Again, Centre Wellington believes that the increased administrative time with the cost of previously mentioned programming changes to track the PST previously included in OM&A and Capital would far out weigh the benefits to the customers in the long run.  Adjustments for such changes would be reflected in the next Cost of Service rate application.

Centre Wellington submits that the OEB Board considers denying the Board Staff request that a deferral account be set up to track PST that was previously charged on Capital and OM&A expenses prior to the implementation of HST on July 1, 2010.
All of which is respectfully submitted,

CENTRE WELLINGTON HYDRO LTD.
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