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London Hydro’s Comments

Summary of London Hydro’s Review

London Hydro has reviewed the proposed amendments to the OEB’s Distribution System Code and notes the following observations on a high level. Specific details to support our observations follow each proposed amendment.

1. London Hydro echo’s the EDA comments on these amendments.

2. London Hydro is concerned that generalized inputting of the word “shall” in place of “may” can be inferred as requiring all connections, contributions and expansions be handled in the same manner. London Hydro has exercised over the years the application of connections, contributions and expansions and in support of efficiency and materiality introduced threshold tests or limits. London Hydro would recommend that distributors should have the ability to set a minimum threshold befitting their experiences.
	
More specifically London Hydro is concerned that this simple wording change could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that through years of experience with customers, OEB Compliance and OEB Audit interactions, much of the disagreements on application of OEB code has been the result of the syntactic application of specific words or phrases used in the code. Too often it is specific words that become contentious; eroding what may have been the original spirit and intent of the application.

London Hydro wishes to avoid this and therefore suggests the OEB remove the wording “shall” in favour of more liberal terminology.  The OEB may wish to consider inputting “shall, within reason,” as an alternative.

3. London Hydro is concerned with the minimal reference to “basic connection charge”. London Hydro would suggest that such simple wording could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that a more definitive description be applied to accentuate the need for some level of variability in application.

4. London Hydro is concerned with the minimal reference to “distributor-owned asset”. London Hydro would suggest that such simple wording could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that a more definitive description be applied to accentuate the need for some level of materiality application.

London Hydro’s Comments to Each Proposed DSC Amendment
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London Hydro’s Response:

London Hydro would suggest that a reference be included in the customer definition for consideration of previous bypass customers returning to the electricity grid. This would reinforce the requirement for such customers to be treated as if they were new customers and be subject to and responsible for all upgraded connection requirements that may not have been in place when they exited the grid.  
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London Hydro’s Response:

London Hydro does not agree in principle to the replacement of the word “may” to “shall” in this instance. London Hydro is concerned that this simple wording change could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro currently applies basic connection charges based on various non-residential service types, given the multiple options for connection variations required within the limited defined non-residential rate classes. London Hydro would suggest that if such wording change is to be considered that more concentration be placed on the definition of “basic connection charge” to avoid conflict of syntactic interpretation.  
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London Hydro’s Response:

London Hydro is concerned with the minimal reference to “distritributor-owned asset”. London Hydro would suggest that such simple wording could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that a more definitive description be applied to accentuate the need for some level of materiality application. Possible suggestions could be the inclusion of the word “material” in the phrase wherein material could be defined as the distributors COS materiality.

[image: ]
[image: ]
London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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London Hydro’s Response:

London Hydro is again concerned with the minimal reference to “distributor-owned asset”. London Hydro would suggest that such simple wording could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that a more definitive description be applied to accentuate the need for some level of materiality application.

Further London Hydro would suggest that the wording of this requirement as is is not comprehendible. London Hydro’s initial interpretation is that this is a cost allocation directive for a cost of service application. If this is the intent then London Hydro would question it’s placement within the DSC. 
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London Hydro’s Response:

London Hydro is again concerned with the minimal reference to “distributor-owned asset”. London Hydro would suggest that such simple wording could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that a more definitive description be applied to accentuate the need for some level of materiality application.

London Hydro does not agree in principle to the use of the word “shall” in this instance. London Hydro is concerned that this simple wording could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro currently exercises recovery of costs for relocation of assets as a result of customer requests. In the case of municipal road work London Hydro is compelled to only recover 50% of costs incurred in accordance with “Public Service Works on Highways Act" R.S.O. 1990, CHAPTER P.49. In other circumstance London Hydro may exercise its own discretion as to the circumstances for amount to be recovered. 

London Hydro would suggest that the word “shall” be replaced by “may” or “shall, within reason”. 
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London Hydro’s Response:

London Hydro has no concerns with this amendment.
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London Hydro’s Response:

London Hydro does not agree in principle to the replacement of the word “may” to “shall” in this instance. Also London Hydro does not agree in principle to the replacement of the words “not exceed” to “be equal to” in this amendment. London Hydro is concerned that these simple wording changes could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro has exercised the application of this code with consideration for balancing the materiality of recovery to the administrative burden in exercising this clause. London Hydro understands the OEB’s desire to have all LDCs exercise this directive. However London Hydro would suggest alternative wording be constructed as to not restrict efficiency of application.
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London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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London Hydro’s Response:

London Hydro does not agree in principle to the replacement of the word “may” to “shall” in this instance. Also London Hydro does not agree in principle to the replacement of the words “not exceed” to “be equal to” in this amendment. London Hydro is concerned that these simple wording changes could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro has exercised the application of this code with consideration for balancing the materiality of recovery to the administrative burden in exercising this clause. London Hydro understands the OEB’s desire to have all LDCs exercise this directive. However London Hydro would suggest alternative wording be constructed as to not restrict efficiency of application.
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London Hydro’s Response:

London Hydro does not agree in principle to the replacement of the word “may” to “shall” in this instance. London Hydro is concerned that these simple wording changes could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro has exercised the application of this code with consideration for balancing the materiality of recovery to the administrative burden in exercising this clause. London Hydro understands the OEB’s desire to have all LDCs exercise this directive. However London Hydro would suggest alternative wording be constructed as to not restrict efficiency of application.

Currently, London Hydro does not require all expansion projects to pay an expansion deposit. Our policy is that if the capital cost of the expansion exceeds $100K, the customer will be required to pay the capital contribution requirement and an expansion deposit.  If the capital cost of the expansion is less than $100K, the customer is required to pay their capital contributions only.

Expansions that cost less than $100K are typically smaller projects with less projected load/lots. In our experiences these types of projects connect their projected load/lots within the first 1 to 2 years. 
With potentially hundreds of projects being active at any one time over the 5 year window, the administrative burden and costs maintaining these deposit records and performing monthly interest calculations on these projects would be substantial.
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London Hydro’s Response:

The expansion deposit is held to mitigate the risk that the projected revenue will not materialize within the customer connection horizon. However, with expansion projects that cost less than $100K, the projected revenue is typically low so London Hydro does not feel that there is significant risk that these revenues will not materialize. And, it would be extremely uncommon for the revenue on these small projects to not materialize within the 5 year review period.

In addition to collecting a deposit for riskier projects, we also apply a conservative forecast on all projects that employs actual historical experience.  This process helps to offset the revenue risk to London Hydro.
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London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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London Hydro’s Response:

London Hydro does not agree in principle to the replacement of the word “may” to “shall” in this instance. London Hydro is concerned that these simple wording changes could lead to unnecessary disagreements with customers and/or the OEB audit or compliance staff syntactic interpretation of requirements. London Hydro would suggest that the OEB give consideration for balancing the materiality of recovery to the administrative burden in exercising this clause. London Hydro understands the OEB’s desire to have all LDCs exercise this directive. However London Hydro would suggest alternative wording be constructed as to not restrict efficiency of application.

London Hydro would also suggest that there may be a conflict in wording in the fifth sentence with respect to the warranty period.

London Hydro would echo the EDA comments on this amendment with respect to customer.
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London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.

[image: ]
London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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London Hydro’s Response:

London Hydro would echo the EDA comments on this amendment.
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3.1.17 Where a distributor-owned asset has reached its end-of-life and is retired, the
distributor shall undertake an assessment, in consultation with the applicable

customer(s). to determine the appropriate capacity of the replacement asset.
The distributor shall either:

a) not recover a capital contribution from a customer to replace that asset
where the new asset is the same capacity or lower capacity: or

(b) recover a capital contribution from a customer to replace the asset.
where the customer requires additional capacity. The capital

contribution shall be limited to the incremental cost relative to the cost
of a like-for-like replacement asset.
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3.1.18 A distributor shall not connect to the distribution system of another distributor
for the purpose ofobtaning addtional transmission connection capacty
ithout the approval ofthe Board. The two distributors shall fle a oint
‘applicaton or approval of the distributon asset, and the c ntobe
‘provided by the connecting distributor to the othr distributor (he faciltating
disrbutor’), with th Board and inciude as partofthe applcation:

ould avoi a hgher costnvestment n a ransmission connection

facity and would b the optml nrastucture solution fiom
tegional planning perspectve;

(b)_2 copy of the agreement between the connecting distrbutor and the
facitating distbutor; and

(c)_evidence that thereis suffcent capacity on the ransmission
‘connectionfaclty that connects the faciltating istrbutor to the

transmission network to meef th forecast needs of both distributors

(L2..2 transmission connection investment ill not be required during

the forecast iding the amount of excess capaciy on
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‘The agreement between the connecting distributor and the faciltating
distributor shall ensure the customers of the faciltating distrbutor will not be
negatively affected in any way due to the connection to the faciitating
distributor's distrbution system, In that the agreement shall

the capial contribution that the connecting distributor will provide to
the faciltating distrbutor to compensate it for all the costs Incurred to
faciltate the distribution investment that connects i, taking into.
account any capital contribution refund that may be required under
section 6.3.17 of the Transmission System Code:

distributor,

(@) the fre ‘which the connecting distrbutor will provide an
‘updated load forecast to the faclltating distrbutor.
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3.1.19 For a new or modified distributor-owned asset that will serve a mix of load
customers and generator customers. a distributor shall attribute the cost to the
customers on a pro-rata basis. based on the apportioned benefit. taking into
account factors including the respective rated peak output of each generation
facility and the respective non-coincident incremental peak load requirements
of each load customer, and the relative line length in proportion to the line
length being shared by the customers.
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3.1.20 Where a customer requests the relocation of a distributor-owned asset. the
distributor shall recover from that customer the cost of relocating that
connection facility.
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3.1.21 Where a distributor-owned asset is relocated in the absence of a customer
request, the distributor shall bear the cost of relocating that asset.
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Expansions

3.2.4 The capital contribution that a distributor may-shall charge an embedded
distributor or a customer other than a generator ordistributer to construct an
expansion shall aet-exceed-be equal to that customer’s share of the difference
between the present value of the projected capital costs and on-going
maintenance costs for the facilities and the present value of the projected
revenue for distribution services provided by those facilities. The methodology
and inputs that a distributor shall use to calculate this amount are described in
Appendix B.
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3.2.4A Where a distributor has been required to provide a capital contribution to a
transmitter under the Transmission System Code for the purpose of modifying
a transmitter-owned connection facility, and the modification also meets the
needs of an embedded distributor and/or a load customer with a non-
coincident peak demand that is equal to or greater than 3 MW. the distributor
shall require a capital contribution from all beneficiaries that contributed to the
need for the modification based on their respective incremental capacity
requirements.
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3.2.5 The capital contribution that a distributor shallmay charge a generator to
construct an expansion to connect a generation facility to the distributor's
distribution system shall ret-exceed-be equal to the generator’s share of the
present value of the projected capital costs and on-going maintenance costs
for the facilities. Projected revenue and avoided costs from the generation
facility shall be assumed to be zero, unless otherwise determined by rates
approved by the Board. The methodology and inputs that a distributor shall
use to calculate this amount are described in Appendix B.
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3.2.20 For expansions that require a capital contribution, a distributor say-shall
require the customer to provide an expansion deposit for up to 100% of the
present value of the forecasted revenues as described in Appendix B. For
expansions that do not require a capital contribution, a distributor say-shall
require the customer to provide an expansion deposit for up to 100% of the
present value of the projected capital costs and on-going maintenance costs of
the expansion project.
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3.2.21 #an-The expansion deposit is-collected under section 3.2.20-the-expansion
deposit- shall cover both the forecast risk (the risk associated with whether the
projected revenue for the expansion will materialize as forecasted) and the
asset risk (the risk associated with ensuring that the expansion is constructed,
that it is completed to the proper design and technical standards and
specifications, and that the facilities operate properly when energized) related
to the expansion.
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3.2.23 Once the facilities are energized and subject to sections 3.2.22 and 3.2.24, the
distributor shall annually return the percentage of the expansion deposit in
proportion to the actual connections (for residential developments) or actual
demand (for commercial and industrial developments) that materialized in that
year (i.e., if twenty percent of the forecasted connections or demand
materialized in that year, then the distributor shall return to the customer
twenty percent of the expansion deposit). This annual calculation shall only be
done for the duration of the customer connection horizon — 15 years (if the
customer’s non-coincident peak demand meets or exceeds 3 MW) or five

ears (if the customer's demand is lower than 3 MW as-defined-in-AppendixB.
If at the end of the applicable customer connection horizon the forecasted
connections (for residential developments) or forecasted demand (for
commercial and industrial developments) have not materialized, the distributor
shall be allowed to retain the remaining portion of the expansion deposit.
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3.2.24 If the alternative bid option was chosen, the distributor shallmay retain at least
up-to-ten percent of the expansion deposit for a warranty period for at least
two years. This portion of the expansion deposit can be applied to any work
required to repair the expansion facilities within the two year warranty period.
The two year warranty period begins:

(a) when the last forecasted connection in the expansion project materializes
(for residential developments) or the last forecasted demand materializes
(for commercial and industrial developments); or

(b) at the end of the customer connection horizon = 15 years (if the
customer’s non-coincident peak demand meets or exceeds 3 MW) or five
years (i the customer's demand s lower than 3 MW )as-defined-in
Appendix 8.

‘whichever is first. The distributor shall return any remaining portion of this part

of the expansion deposit at the end of the two year warranty period.
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3.2.27 Unforecasted customers that connect to the distribution system during the
customer connection horizon- = 15 years (if the customer's non-coincident
peak demand meets or exceeds 3 MW) or five years (if the customer's
demand is lower than 3 MV) — as-defined-in-Appendix-B-will benefit from the
earlier expansion and should contribute their share. In such an event, the
initial contributors shall be entitled to a rebate from the distributor. A
distributor shall collect from the unforecasted customers an amount equal to
the rebate the distributor shall pay to the initial contributors. The amount of
the rebate shall be determined as follows:

(a) for a period of up to_15 years for a large load customer (i.e.. a customer
whose non-coincident peak demand meets or exceeds 3 MW) and five
years for a customer whose non-coincident peak demand is below 3 MW.

the-customer-connaction horizon-as-definedIn-Appendix B, the initial
contributor shall be entitied to a rebate without interest, based on
‘apportioned benefit for the remaining period; and

(b) the apportioned benefit shall be determined by considering such factors as
the relative name-plate rated capacity of the generator customerspaties,
the relative non-coincident peak demandicad-evet of the load
customersparties and the relative line length in proportion to the line length
being shared by both customersparties, as applicable.
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3.5 Bypass Compensation

3.5.1 A distributor shall require bypass compensation from a customer, with a non-
coincident peak demand that meets or exceeds 3 MW, if:

@; the customer disconnects its facility from the distributor's distribution
system and subsequently connects that facility to a generation facility or
to the facilities of any customer such that both the load facility and a
generation facility are connected to the distributor’s distribution system

on that customer’s side of the connection point: and

(b) _ the distributor will no longer receive rate revenues in relation to that
distribution asset.

The distributor shall calculate bypass compensation using the methodology
set out in section 3.5.3.
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3.5.2 A distributor shall not require bypass compensation from any customer:

(a)

‘when a load customer provides its own facility to serve new load or

(b)

transfers new load to the facility of another person;

for any reduction in a customer’s existing load served by the distributor's

©)

distribution system that the customer has demonstrated to the
reasonable satisfaction of the distributor (such as by means of an energy
study or audit) has resulted from embedded renewable generation
energy conservation, energy efficiency or load management activities: or

‘where a distributor-owned asset has been overloaded. and a customer

transfers the overload to its own facility or to the facility of another
person.
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3.5.3 For the purposes of section 3.5.1. the distributor shall calculate bypass
compensation by first multiplying the net book value of the bypassed
distributor-owned asset (including a salvage credit and reasonable removal
and environmental remediation costs, if applicable) by the bypassed capacity
on the relevant distributor-owned asset. The distributor shall then divide the
resulting figure by the maximum amount of load that can be supplied by the
bypassed distributor-owned asset. For the purposes of this calculation. the
bypassed capacity on the relevant distributor-owned asset shall be equal to
the difference between the customer’s existing load on that distributor-owned
asset at the time of bypass and the customer’s average monthly peak load in
the three-month period following the date on which bypass occurred.





image20.png
Appendix B (Methodology and Assumptions for
an Economic Evaluation)
Appendix B (Methodology and Assumptions for an Economic Evaluation) of the

Distribution System Code is amended by adding new bullet (a), under “Revenue
Forecasting”, and making other consequential changes set out below:

(a) Advanced Funding Revenues collected by a distributor and recorded in a

deferral account;

{2} (b) Total forecasted customer additions over the Customer Connection
Horizon, by class as specified below;

The following explanation of *Advanced Funding Revenues” s also proposed to be
added to Appendix B.

“Advanced Funding Revenues” are revenues collected by a distributor, through

a mechanism that is approved by the Board. before the payment of a capital
contribution to a transmitter is required.
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1 GENERAL AND ADMINISTRATIVE PROVISIONS

1.2 Definitions

“customer’ means a-persen-thathas-contracted-fororintendsio-contractfor
connection-of a-building oral bedded-generationfasility generator, consumer or
embedded distributor whose facilities are connected to or are intended to be
connected to a distributor’s distribution system. This includes developers of
residential or commercial sub-divisions;





image2.png
3.1.5 Fornon-esidential customers other than micro-embedded generation faclity
customers, a distibutor sl psay-defing a basic connecfion by rate class and
recover the cost of connection efther as part of s revenue requirement,or

through a basic connection charge to the customer.




