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Firstly we wish to express our gratitude to the OEB for granting us intervenor status and giving us the opportunity to speak on this issue.

Our position has remained constant throughout these discussions, and is as outlined in our original letters, filed as evidence entry K4.1. We will attempt herein to list the more salient points.

1) Since 1988, Hopper has demonstrated significant off peak usage of electrical energy by melting at night.

We believe that in the use of electrical energy Hopper Foundry is on the side of the angels by having arranged it’s affairs such that our heavy demand for power occurs off peak, when the town does not use it’s power.

This of course makes sense in many ways. To quote from Hydro One’s pamphlet “GETTING SMART ABOUT SMART METERS ANSWER BOOK”, which was recently mailed to our home, “working together to reduce our use at peak times makes good sense.” The pamphlet Hydro One is sending to homes in Ontario promotes off peak use of power.

Clearly with a nighttime “off peak” demand of typically ten times more than our daytime “on peak” demand we would expect that we should be regarded as a good customer doing the right thing.

2) Hopper’s off peak usage originated because the town grid cannot support both the town and the                                                                                              foundry each drawing their heavy power at the same time.    

This was the oral history passed on to us by the previous owner, and has been confirmed since by Hydro One tests. We submit that because of this practical matter, there was an understanding that Hopper would melt at night, in off peak, and the Forest PUC would provide a financial incentive for doing so. 

3) Because of our significant “off peak” use of power Hopper Foundry has been offered “Time Of Use” Rates since 1988, with the only exception being a two-year transient anomaly following  “Market Opening”. 

Hopper Foundry installed time of use metering in 1991. In the hearings we introduced a Forest PUC bill from September 2000. Since the hearings we have found bills showing Forest PUC was formally offering TOU rates as long ago as mid 1991. These rates were in two forms. Firstly the consumption was billed according to time of day, that is to say each of “off peak” and “on peak” had a different charge per kwh. These rates were also adjusted to winter and summer. Secondly, and most importantly, the demand charge was calculated based on the “on peak” demand kw. The “off peak” demand was billed at a rate of $0.00 per kw.  There is also indication that Forest PUC was billing demand charges based on daytime demand as early as fall 1988.

This pattern continued under Forest PUC from 1991 through ’92, ’93, ’94, ’95, ’96, ’97, ’98, ’99, ‘2000, and 2001 right up to their acquisition by Hydro One. 

In the early days following acquisition, Hydro One continued this practice, as shown by a Hydro One bill dated March 25, 2002, entered as evidence filing k6.4.

We heard in the hearings that Hydro One discontinued this form of TOU incentive from the beginning of   “Market Opening”, in May 2002 until September 2004 when it again introduced the same form of incentive, i.e. demand charges being based on off peak demand if a customer’s daytime demand was one half or less of it’s nighttime demand. This was then referred to as “Interim Time Of Use” rates. An example of this was entered in the slide deck as k4.2, on the page headed “Your Bill Calculated”.

We were told that this initiative was funded by the Ontario Power Authority, when introduced in 2004.

Some discussion was made in the hearings that this form of incentive was new, and experimental.

We politely submit that this was old hat to Hopper Foundry, going back to 1988. From our perspective the only anomaly was the transient spike following market opening till the fall of 2004, a two-year anomaly in a field of twenty years. It has been the norm for Hopper to have seen it’s demand charges calculated based on it’s daytime demand, for quite a number of years, going back to 1988!

We submit this agreement was acquired by Hydro One when they acquired Forest PUC, and should be honoured by Hydro One going forward.

4) We submit that, our TOU consumption and demand based incentive scheme is a valid form of Demand Management, and should be continued into the future.

It was not invented by Hopper Foundry. It was introduced by Forest PUC, continued by Hydro One and put in place again by an OPA initiative. All three institutions are professionals in the electrical distribution industry. All three had reason to regard, and to adopt this as an acceptable form of incentive to encourage and reward significant usage of off peak power.

To that end we believe we have every reason to be confident in our hope and expectation to see this form of incentive as being a part of the current and future scenarios for significant off peak power consumption incentives.

5) The failure of the recent “Interim TOU Rate” initiative to attract new subscribers was a failure   of marketing by offering it on a temporary basis only.       

Under question by Mr. Somerville, Mr. Roger stated that new customer resistance to the incentive seemed to be based on the temporary nature of the incentive. Again, under question by Mr. Vlahos, Mr. Roger stated that a potential new customer stated that they would seriously consider complying with the initiative if it was permanent.

We submit that, this indicates that the lack of new customer subscription to this incentive was not based on a lack of validity, but rather on the temporary nature of the incentive, as marketed. This could be described as an opportunity for an improvement in marketing, simply by making this incentive permanent.

6) In proposing to discontinue TOU Rates Hydro One is leaving subscribers without a bridge to the future.

We heard Mr. Roger under question by Mr. Thompson state that the proposal is to discontinue interim time of use rates because a) funding has vanished and b) the board is looking at time of use. We later heard that significant undedicated monies for Conservation and Demand Management are still in the budget for 2008. Further, we would suggest that the fact the board is planning on time of use rates in the near future, gives all the more reason to continue such current rates as a bridge to the future. 

Clearly Time Of Use Rates are being planned for and are coming. We feel confident that Off Peak   Demand based incentives should have a place in any consideration of current and future incentive structures. Therefore we submit the current TOU Rate incentive should be extended.

7) With regard to Hydro One’s initiative that we connect to the 27.6 Kv grid, we feel that Hydro One should pay for this in its’ entirety.

We have stated that we see no logic in it, in terms of conservation of demand. It would necessitate capital expenditure for poles, wiring, transformer, enclosure, switchgear, trenching, cable, conduit and whatever else. To Hydro One, the benefit is in being able to neatly fit us into one of twelve pigeonholes, in the rate structure, with whatever administrative cost efficiencies come from that. We stated we do not have the capital available to pay for any part of the project. As this is a Hydro One initiative, with the benefit accruing to Hydro One, we submit that Hydro One should pay the charges.

8) The imposition of a 300% billing increase is intolerable, unreasonable and punitive.

The effort of Hydro One to compare us to an average Forest industrial customer attempts to trivialize our situation. We have arranged our production to take advantage of TOU Rates. We do embrace added production costs because we melt at night. We have done this historically, because to do otherwise would cause a “brown out” in the town. The proposed rate increases, occasioned by Hydro One’s proposed dropping of the current and for us historic TOU rates will hit us with a 3000% line item increase on our demand billing, and a 300% increase in our aggregate billing. This should not be trivialized by referring to average customers.

The imposition of a 300% billing increase cannot stand beside the many references to modest increases to group averages. Nor can it stand next to the goal of a maximum of 10% increase in any year.

9) A 300% increase in our electrical bill will be a major financial burden that will tip the balance of viability for our company; it will necessitate our closure. 

It will result in a loss of real employment. It will add to the loss of manufacturing jobs in Ontario. This statement has been endorsed by Mr. Ron Langer, Senior Business Advisor, Business Advisory Services of the Ministry of Small Business and Entrepreneurship, in his letter of July 14, 2008, entered as filing k6.6.

I must admit, the thought did occur to me, while attending the hearings, that not one of the gentlemen from Hydro One, whether from accounting, technical, or legal were in jeopardy of losing their employment due to the rate structures they are proposing.

I find the confidence to launch our complaint, knowing I am fighting for the employees, owners, suppliers and families who rely on tiny Hopper Foundry for their livelihood. 

This is not an academic exercise for us. We are not “disgruntled”. We are fighting for our survival!

INTERIM ACTIVITIES:

We noted   with encouragement, that in his wrap up to the panel, counsel for Hydro One indicated a meeting would take place between HONI and Hopper within the week, with regard to the costs of moving to the 27.6 kv grid. 

I did meet with Mr. Myles D’Arcey, and Mr. Marc Boucher at HONI ‘s Toronto Bay St. office, on Monday July 28th. Both parties stated their positions.

Hopper undertook to obtain a more detailed estimate of installation costs from the property line in, from a suitable contractor. HONI undertook to calculate what our actual monthly charges would look like, if we were to connect to the 27.6 kv grid. Mr. D’Arcey offered that HONI “might help” past the property line. We were somewhat encouraged. . 

In the interim, Mr. Boucher has forwarded his monthly billing estimate for the higher voltage grid, and it shows monthly billings of  $5 146.24. This of course is a considerable increase from our current average of $3,000 per month. Based on this negative return of $2,000/month it would be hard to pay back very much capital.

We have worked with a suitable contractor to obtain a more detailed project estimate. At time of writing this has been received and is $151 594.00 including taxes for work past the property line, not including one week of lost production. We will continue to communicate and work with Hydro One personnel to seek an accommodation acceptable to each.

OBSERVATIONS:
1) With regard to the reduction of rate classes from approximately 280 to 12, I find I cannot help but ask if there would not be enough progress, improvement, simplification, efficiency increases, and brownie points to go around if the goal had been say 14, i.e. a 95% reduction. This would be seen as a mammoth change in most environments. This would leave room for our current rate and one other deserving rate. It would not take 1.2 million separate rates to keep people happy. We submit thirteen or fourteen would probably be okay.

2) During the hearings, I found myself asking whether people present from Hydro One had forgotten that their job is to sell power. That is to say, “ Who will they sell to if they drive us out of business?” If we are not there Hydro One will not be able to remove poles and wiring as they are used by the town in the daytime. Given that we pay for our power through our kwhr consumption, there is no real cost landed on Hydro One by our off peak demand. They should be encouraging us to use power off peak.

3) During the hearings I heard $129,000 referred to as “imperceptible”, by the counsel for a large intervenor. During the hearings I read in a Hydro One undertaking response (J1.2) the figure of  $100,000 referred to as “relatively immaterial”.  From this I conclude that for Hydro One perhaps $100,000 is relatively immaterial.  We are faced with a billing increase for demand charges alone of $72,000. Please allow me to assure you that to our little company, in Forest Ontario, $72,000 is neither imperceptible nor immaterial.

4) In the slide deck presented to us, on the page headed “Interim TOU Rate Pilot” we read that “CDM funds expire April 30, 2008”. We also heard in the hearings that the Interim TOU Rate is proposed to end because the funding for it has ended. However, later under questioning by the panel it came out that there is $1 million in the 2008 budget for what was described as “sit around and wait” or “continuity of capability kind of money”, under the heading of Conservation and Demand Management.

5) In his wrap up counsel for Hydro One made reference to our getting the delivery portion of much of our power for free as we draw it off peak. We are not sure where this reference came from; however, such is the nature of incentives. We have arranged our affairs to purchase significant power when it is economical, i.e. off peak. Any other company could do the same. The fact that so far only three have indicates it is not easily done, and therefore is deserving of reward. Of course we do pay for our power through the consumption billing. Remembering that “reducing our use at peak times makes sense”, we feel we should not be criticized for this, but rather applauded. Incentives are incentives and we are surrounded by them in everyday life.

6) We believe the arrangement we have with the town, whereby we use our power on the nights when the town sleeps, and we go into low power draw when the town draws it’s heavy usage in the daytime, with the attendant incentive is an excellent example of symbiosis. It has been mutually beneficial for twenty years.

We do the town and system a service by taking power in a way that does not necessitate extra power generation equipment or transmission capability. Off peak power demand incentives are a good thing and should be encouraged and extended.

PROPOSED SOLUTIONS:

a) The simplest solution would be to “grandfather” our rate structure. It would require no capital expenditure, and would reward exemplary corporate use of off peak electrical energy. We submit that demand based incentives, as well as consumption-based incentives both should have a role to play in TOU incentive structures.

b)  During the hearing a certain intervenor, who was a cable company, I believe put forth the argument that a certain characteristic of their energy usage, I believe it may have been a power factor approaching unity, was a reason to allow them their own advantageous rate structure. If memory serves, I believe Mr. Roger argued that they would not get their own rate, but that he was handling their electrically desirable uniqueness by giving them a credit. This, of course brings up the potential, that our electrically desirable uniqueness, i.e. significant off peak usage, could be rewarded by a credit sufficient to preserve the status quo of the current billing level, if our rate cannot be grandfathered.

c) Given the fact that only three companies, in the Hydro One customer base had arranged their power use such that their daytime demand was less than one half of their nighttime demand, and given that in our case it was closer to one tenth of our nighttime demand, I expect that our off peak demand divided by our on peak demand is the highest in the Hydro One customer base. I would suggest that such a high ratio of significant off peak usage is worthy of a grant or an award sufficient to preserve the status quo of our current billing level, if our rate cannot be grandfathered.

d) Rather than penalizing us Hydro One should be making us their  “poster child” for exemplary significant use of off peak energy. Possibly a fee could be secured from their advertising budget to more than offset any increase in billing, if our rate cannot be grandfathered.

e) If we are forced to connect to the high voltage grid Hydro One should cover the costs, both in capital by paying the entire cost of the capital upgrade, and in monthly expense by limiting any monthly expense increase to a maximum of ten per cent (10%).

f) As outlined by a question from Mr. Vlahos, there is opportunity to lessen the yearly rate impact of harmonization by extending the period over which harmonization takes place.

g) At time of writing, I have not been able to follow this thought up, however, I believe I heard Mr. Roger say that some ST customers, are in fact supplied at 4,100 volts. If so this could form a precedent for allowing us the same status.

h) Grandfather our rate structure and cover it out of existing unspecified Conservation and Demand Management funds, or Mitigation funds, or simply readjust the billing to the “900 000 customers, or about 81%” who would “see decreases or very modest increases as a result of these proposals.” Then, our proposed increase spread across such numbers could truly, I expect, be referred to as “imperceptible”.

RECOMMENDATIONS:

1) We keep coming back to simplicity. We request that the OEB direct Hydro One to “grandfather” our current incentive rate structure, as a sign of acceptance that our current operational procedure is evidence of prudent and exemplary corporate behaviour in the use of significant “off peak” electrical energy. Our rate has made sense to Forest PUC, HONI, and the OPA. The only capital equipment needed to accomplish this is a pen. 

Our rate could well serve as an incentive to encourage and reward those who shift significant demand to off peak. Our rate structure with it’s requirement of off peak demand being double on peak demand is not easily achieved, and deserves to be rewarded. We should be used as a poster child for exemplary corporate behaviour.

2) If the OEB can not find it in it’s power to direct Hydro One to continue our current rate structure, then we request that the OEB direct Hydro One to work with us to arrive at some accommodation suitable to each that will repair any financial damage to us, both in capital expense, and in monthly billing charges. 

IN CLOSING:
As I mentioned on the stand, when in the private sector a customer has a 300% price increase imposed, they will leave. However, when a small customer has imposed on them, by a government owned monopoly, a price increase of 300%, they can only hope that some body can provide oversight. We believe that in this case the OEB is that body.

We ask the OEB through this panel to protect tiny Hopper Foundry from being trampled by the might of Hydro One.

At all levels of Hydro One with which we have dealt on this issue we have been told they do not have the power to change the outcome. We heard several times in the hearings that Hydro One will follow your direction in this matter.

We ask you to not side with the mighty against the small.

We thank you again for allowing us to speak on this issue.

We remain,

Respectfully Yours,

The Hopper Foundry (1977) Limited

John R. Vickers, P. Eng.

Sales Manager

