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ONTARIO ENERGY BOARD

STAFF SUBMISSION
2007 ELECTRICITY DISTRIBUTION RATES
ENERSOURCE HYDRO MISSISSAUGA INC.
EB-2007-0523
INTRODUCTION
Enersource Hydro Mississauga Inc. (“Enersource” or the “Applicant”) is the licensed distributor that owns and operates an electricity distribution system in the City of Mississauga.    

The purpose of this document is to provide the Board with the submissions of Board Staff after its review of the evidence filed in the 2007 electricity distribution rates application by Enersource.  The methodology used by Board Staff in its review of the application was to identify inconsistencies between the application and the Board’s Report on 2nd generation incentive regulation
 (the “Report”) including the addendum for smart metering rates issued on January 29, 2007 (the “Addendum”).
This submission will focus exclusively on the proposal contained in Enersource’s application for a smart meter rate adder totalling $2.60 per customer per month, which represents an incremental $2.29 per customer per month over the presently approved smart meter rate adder of $0.31 per customer per month. 
Board staff will provide comment on whether or not, in its view, the amount requested is in conformity with the guidelines established in the Report and the Addendum. Board staff will make no comments as to the prudence of any of the smart meter amounts requested, as that is a matter for consideration in the smart meter combined proceeding, discussed in the Addendum.
THE APPLICATION
On January 26, 2007 Enersource filed its application for 2007 electricity distribution rates – EB-2007-0523.  The application was based on the Board’s 2nd generation incentive regulation mechanism as per the Board’s Report.  In its application, Enersource stated that it was seeking to recover through rates a smart meter rate adder of $2.60, an amount sufficient to permit the recovery of the costs associated with its Smart Meter Implementation Plan (SMIP), which was filed on December 15, 2006.
On February 9, 2007, Enersource filed its Smart Meter Rate Adder informational filing (the “filing”). The filing reaffirmed that Enersource was seeking approval of a Smart Meter Rate Adder totalling $2.60 per customer per month. 
Enersource states, on page 4 of 5 of the filing, that “At Attachment B to this filing Enersource provides a version of the OEB’s Smart Meter Rate Adder Model run as directed by the Board. Specifically, it does not include either capital spending on Smart Meters for General Service > 50 kW customers or the costs associated with the change out of Murray Jensen Meters.”  This version of the model that was filed with the Board produces a smart meter rate adder in the amount of $1.28, which is $1.32 less than the amount of the $2.60 adder that Enersource is seeking approval for in this proceeding. 
Enersource further states, on page 4 of 5 of the filing that it has provided a continuity table, as Attachment C, that links the Smart Meter Rate adder proposed in its SMIP to the Smart Meter Rate Adder set out in Attachment B. Enersource states that the continuity table demonstrates the consistency between Enersource’s proposed Smart Meter rate adder of $2.60 per customer per month and the adder estimated using the Board’s Smart Meter Rate Adder Model.

Attachment C shows that the impact of the inclusion of the costs related to capital spending on smart meters for General Service greater than 50 kW customers and the change out of Murray Jensen meters total approximately $0.07, increasing the smart meter rate adder to $1.35 per customer per month. The additional $1.25 per customer per month is related to the costs of disposing of 65,000 conventional meters at $31 per meter, which, when added to the $1.35, produce the $2.60 per customer per month requested as the smart meter rate adder.

ALLOWABLE SMART METER COST RECOVERY
Appendix D of the Report outlined the Board’s filing requirements for 2007 rate adjustments, stating that “These filing requirements set out the Board’s expectations only for filings by distributors that are applying for rates on the basis of the cost of capital and 2nd Generation IRM policies as set out in this report. Distributors that do not file on this basis will need to file on the basis of the Board’s Filing Requirements for Transmission and Distribution Applications in relation to electricity transmission and distribution companies’ cost of service rate applications, based on a forward test year.” 

The Addendum outlines the nature of recoverable costs as part of the smart metering initiative. Page 8 of the Addendum states that: “The Board has the responsibility to ensure that only the prudently incurred costs of implementing and operating smart metering are recovered in rates.” The Board went on to state that there were three general areas in which a distributor may incur recoverable costs for the smart metering initiative.
The first of these areas is for Advanced Metering Infrastructure (AMI) costs. AMI costs included procurement costs, costs for extra functionality and costs of installing and testing the AMI system.
The second area is other LDC costs. These included CIS costs, incremental operating and administration costs, costs associated with changes to ancillary systems due in whole or in part to the smart metering initiative and stranded assets associated with the undepreciated cost of existing accumulation meters.
The third area is for recovery of future fees for services provided related to the centralized Meter Data Management and Meter Data Repository (MDM/R).

As noted above, Enersource stated that there were three sources of additional costs which accounted for the incremental amount being proposed for recovery relative to the guidelines contained in the Report and the Addendum. These were: (1) capital spending on smart meters for General Service greater than 50 kW customers, (2) the costs associated with the change out of Murray Jensen meters, and (3) the disposition costs of existing meters.
Enersource has not provided any additional explanation of its proposal for the recovery of smart meter costs for General Service greater than 50 kW customers.
Where the costs associated with the change out of the Murray Jensen meters are concerned, Enersource states that this situation came to its attention as a result of its Smart Avenues pilot project, under which it installed and operated 550 smart meters in a residential neighbourhood with single family detached homes. Through doing so, it states that it learnt that some of the meter bases in service at approximately 5,000 customer sites throughout Mississauga presented a potential safety hazard at the time that the conventional meter was to be removed. Enersource stated that the Electrical Safety Authority released a bulletin relating to this matter and, as a result, it had developed its own Safe Work Practice Statement applicable to these meter bases. Enersource further stated that under the aforementioned statement, it would identify and confirm whether a meter base was manufactured by Murray Jensen, and upon confirmation, would engage properly qualified electricians to change out the meter base. Enersource estimated that, at the present time, approximately $370 in labour and material costs will be incurred to change out each Murray Jensen meter base. 
Where Enersource’s request for recovery of disposition costs for existing meters is concerned, Enersource notes that this was included in its SMIP filed on December 15, 2006, but is not a recovery that was included in the Board’s Smart Meter Rate Adder Model.

Discussion and Submission
Board staff notes that Enersource appears to be acknowledging that the smart meter rate adder it is seeking exceeds the amount of $1.28 that it would be allowed to recover if the smart meter model was run as directed by the Board, by an amount of $1.32.
Board staff would also note that all three of the incremental cost recovery requests which are apparently creating this differential, i.e. capital spending on Smart Meters for General Service greater than 50 kW customers, the costs associated with the change out of Murray Jensen meters, and the disposition costs for existing meters, when examined within the context of the guidelines in the Board Report and Addendum and relevant government legislation, appear not to be allowable recoveries in this proceeding.

Board staff would note that Enersource’s request for capital spending on smart meters for General Service greater than 50 kW customers appears to be outside both the guidelines contained in the Addendum and the criteria and requirements for meters and metering equipment, systems and technology contained in Ontario Regulation 426/06 under the Ontario Energy Board Act, 1998.  The Addendum states on page 9 that “The specification for an AMI does not apply to meters for consumers that require demand metering (usually GS over 50 kW of monthly demand.)” 

The recovery of the Murray Jensen costs also appears to fall outside of the guidelines, as this is a cost related to the replacement of potentially hazardous meter bases.

Finally, the recovery of costs related to the disposition of existing meters was not one that was included in the Board’s smart meter model, nor is it one for which the Board has, as yet, determined a policy.  The issue of what the approach should be for recovery of the disposition costs of existing meters is one that will be considered for all distributors as part of the combined hearing by the Board.
Therefore, it is the submission of Board staff that the smart meter rate adder which should be incorporated by the Board in setting May 1, 2007 rates for Enersource is one calculated in accordance with the Report, the Addendum and the relevant legislation.  This would appear to be $1.28 per customer per month and not the $2.60 per customer per month that has been requested by Enersource.
All of which is respectfully submitted
� December 20, 2006 Report of the Board on Cost of Capital and 2nd Generation Incentive Regulation for Ontario’s Electricity Distributors
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