West Coast Huron Energy Inc.

EB-2009-0245
Reply Submission
April 23, 2010
Page 1 of 4

West Coast Huron Energy Inc. Submission
2010 Electricity Distribution Rates 

EB-2009-0245
April 23rd, 2010
Introduction:
West Coast Huron Energy Inc. (“WCHE”) filed an application with the

Ontario Energy Board (the “Board”), received on January 11, 2010, under section 78 of the Ontario Energy Board Act, 1998, seeking approval for changes to the distribution rates that West Coast Huron charges for electricity distribution, to be effective May 1, 2010. The application is based on the 2010 3rd Generation Incentive Regulation Mechanism.  The purpose of this document is to provide the Board with the submissions of Board staff based on its review of the evidence submitted by West Coast Huron.  Board staff makes submissions on the following matters:

· Potential Tax Sharing Rate Rider

· Disposition of Deferral and Variance Accounts as per the Electricity Distributors’

· Deferral and Variance Account Review Report (the “EDDVAR Report”)

· Treatment of Smart Meter Funding Adder

· Adjustments to the Revenue to Cost Ratios

· Adjustments to the Retail Transmission Service Rates and

· Accounting for the implementation of the Harmonized Sales Tax (“HST”)

Potential Tax Sharing Rate Rider:
Board staff submits that the refund amount of $787 when rounded to two decimal places will not be returned to rate payers and as a result defeats the intent of the tax sharing provision.  WCHE accepts the Board staff submission to record the Tax Sharing refund amount of $787 in the variance account 1597 for disposition in a future rate application.
Disposition of Deferral and Variance Accounts:

Board staff has submitted that The Board may wish to establish a separate rate rider for the disposition of the global adjustment sub-account balance, or alternatively recover these costs from all customers in each class recognizing the impact of customer migration; WCHE submits that it will defer to The Board’s decision with respect to this matter.
It is also submitted by Board Staff that a disposition of one year would be appropriate; WCHE submits that despite the fact that the application proposed a one year disposition of these variance accounts that the amount being returned to rate payers represents almost 10% of WCHE’s revenue requirement it would be more prudent to repay these amounts over two years, in order to ensure that WCHE would not face any cash management issues especially in light of the potential large expansion due to the growth of WCHE’s large user.
Lastly Board Staff submits that despite some differences between the final proposed balances, RRR filings and audited statements that the approval should not be delayed as the changes are not material differences; WCHE concurs with this submission that The Board approves the balances and rate riders on a final basis.

Adjustments to Revenue to Cost Ratios:

Board Staff is not in agreement as to the updates provided by WCHE with respect to its Revenue to Cost Ratios and has invited WCHE to update its calculations using the revenue to cost adjustments that are consistent with the Board’s findings in EB-2008-0248.  WCHE has reviewed its calculations and provides the table below that reconciles to the percentages filed in the supplemental model utilizing the last line from the referenced table in the Board Staff’s submission.
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2007 CA Revenue to Cost % 92.37% 91.09% 175.11% 180.00% 75.00% 96.74% 72.29% 82.62%

Board Staff Min RC% 85.00% 80.00% 80.00% 80.00% 80.00% 70.00% 70.00% 80.00%

Board Staff Max RC% 115.00% 120.00% 180.00% 180.00% 180.00% 120.00% 120.00% 120.00%

2006 DRR 757,367        275,824        264,348        197,639        116,224        1,132        18,713        4,345             

2006 Misc. Revenue 62,543          25,114          11,629          4,709            7,138            60             2,806          898                

2006 Total Revenue 819,910        300,938        275,977        202,349        123,362        1,192        21,519        5,243             

0.00% 0.00% 0.00% 0.00% 5.00% 0.00% -2.29% -2.62%

Minimum Adjustment 2010

Current RC% 92.37% 91.09% 175.11% 180.00% 75.00% 96.74% 72.29% 82.62%

Min RC% 85.00% 80.00% 80.00% 80.00% 80.00% 70.00% 70.00% 80.00%

Max RC% 115.00% 120.00% 180.00% 180.00% 180.00% 120.00% 120.00% 120.00%

2009 Total Revenue 1,114,264     408,977        363,183        150,474        192,198        1,620        64,092        8,814             

Min Adjustment -                -                -                (12,809)         12,809         

2009 Min Adjusted Total Revenue 1,114,264     408,977        363,183        137,665        205,007        1,620        64,092        8,814             

Allocation of Balance -                -                -            -              -                 

2010 Adjusted Total Revenue 1,114,264     408,977        363,183        137,665        205,007        1,620        64,092        8,814             

2010 Total Revenue % 48.37% 17.75% 15.77% 5.98% 8.90% 0.07% 2.78% 0.38%

2010 Total Revenue 1,114,264     408,977        363,183        137,665        205,007        1,620        64,092        8,814             

less: 2009 Misc. Rev. Projection 44,837          16,457          14,614          5,540            8,249            65             2,579          355                

2010 Min Adustment BRR 1,069,427     392,520        348,569        132,125        196,758        1,555        61,513        8,460             

New BRR% 48.37% 17.75% 15.77% 5.98% 8.90% 0.07% 2.78% 0.38%

92.37% 91.09% 175.11% 164.68% 80.00% 96.74% 72.29% 82.62%
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2007 CA Revenue to Cost % 92.37% 91.09% 175.11% 164.68% 80.00% 96.74% 72.29% 82.62%

Board Staff Min RC% 85.00% 80.00% 80.00% 80.00% 85.00% 70.00% 70.00% 80.00%

Board Staff Max RC% 115.00% 120.00% 180.00% 180.00% 180.00% 120.00% 120.00% 120.00%

2006 DRR 757,367        275,824        264,348        197,639        116,224        1,132        18,713        4,345             

2006 Misc. Revenue 62,543          25,114          11,629          4,709            7,138            60             2,806          898                

2006 Total Revenue 819,910        300,938        275,977        202,349        123,362        1,192        21,519        5,243             

0.00% 0.00% 0.00% 15.32% 5.00% 0.00% -2.29% -2.62%

Minimum Adjustment 2011

Current RC% 92.37% 91.09% 175.11% 164.68% 80.00% 96.74% 72.29% 82.62%

Min RC% 85.00% 80.00% 80.00% 80.00% 85.00% 70.00% 70.00% 80.00%

Max RC% 115.00% 120.00% 180.00% 180.00% 180.00% 120.00% 120.00% 120.00%

2009 Total Revenue 1,114,264     408,977        363,183        137,665        205,007        1,620        64,092        8,814             

Min Adjustment -                -                -                (12,813)         12,813         

2009 Min Adjusted Total Revenue 1,114,264     408,977        363,183        124,852        217,820        1,620        64,092        8,814             

Allocation of Balance -                -                -            -              -                 

2010 Adjusted Total Revenue 1,114,264     408,977        363,183        124,852        217,820        1,620        64,092        8,814             

2010 Total Revenue % 48.37% 17.75% 15.77% 5.42% 9.46% 0.07% 2.78% 0.38%

2010 Total Revenue 1,114,264     408,977        363,183        124,852        217,820        1,620        64,092        8,814             

less: 2009 Misc. Rev. Projection 44,837          16,457          14,614          5,024            8,765            65             2,579          355                

2010 Min Adustment BRR 1,069,427     392,520        348,569        119,828        209,055        1,555        61,513        8,460             

New BRR% 48.37% 17.75% 15.77% 5.42% 9.46% 0.07% 2.78% 0.38%

92.37% 91.09% 175.11% 149.35% 85.00% 96.74% 72.29% 82.62%
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Adjustments to the Retail Transmission Service Rates (RTSR):

Board Staff has submitted that in accordance with the July 22, 2009 RTSR guideline that the revisions to these rates ought to reflect the changes from the current level to the January 1, 2010 level or an increase of about 15.6% to the Network rates and a 5.2% increase in the Connection rate.  Alternatively Board Staff has suggested that WCHE may wish to provide a detailed analysis to incorporate the January 1, 2010 UTR adjustments.  WCHE submits that given the tight timelines for this reply submission and the provision of the changes proposed by Board Staff that the increase as proposed by Board Staff is sufficient to recover the change in rates and in turn WCHE agrees with Board Staff’s analysis.

Accounting for the Implementation of the Harmonized Sales Tax:

Board Staff submits that a deferral account to record the amounts that were formally incorporated as the 8% PST on capital expenditures and expenses incurred, but which will now be eligible for an ITC.  The account would be tracked after July 1st, 2010 until the next rebasing period at which point it would be eligible for disbursement to the rate payer.  WCHE understands that this is an issue effecting all distributors and submits that it will comply with the decision of The Board with respect to this matter.
All of which is respectfully submitted this 23rd day of April, 2010.

