Ontario Energy Board

APPENDIX 2
2006 EDR Rate Applications

Generic Issues List

Criteria
In establishing the list the following criteria were used:

e |Issues of principle with material implications are appropriate for inclusion
in a generic hearing;

e Issues for which a party might propose a common test of prudence (for
example, a comparator test) or a common solution (for example, an
allowance based on cost per customer) are candidates for the generic
issues list;

e Issues which have been dealt with expressly in the Report of the Board
(RP-2004-0188) or in the 2006 Electricity Distribution Rate Handbook are
not appropriate for inclusion; and,

e |Issues that are simply common to many utilities, but which rely primarily
on the specific facts or circumstances should not be included.

1. Smart Meters

Background

Provincial legislation concerning the roll-out of smart meters is expected
shortly. The Board anticipates that utilities will need to begin implementing
smart meter programs early in 2006. If the funding for this undertaking is not
addressed in that legislation, the Board will be required to authorize and
monitor costs for recovery by utilities. A number of utilities have proposed
smart meter budgets and spending to be funded through increments to their
2006 rates.

Issues

1.1 Should the Board authorize the inclusion of capital and/or operating costs
related to the general roll-out of smart meters (i.e., as distinct from any
pilot programs in CDM plans) in the 2006 revenue requirements of
utilities?
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1.2 If so, should utilities recover a standard amount in rates (e.g. cost per
customer) or should each utility propose a smart meter budget for
inclusion in rates?

1.3 If a standard amount is used how should it be calculated?

1.4 Alternatively, should deferral accounts be established and the amounts
spent on smart meters be recovered in future rate periods?

1.5 What accounting requirements should be established for reporting and
monitoring smart meter spending?

Deferral Accounts
2.1 Regulatory Costs

Background

Under the historical test year approach, ‘internal’ regulatory costs for
consultants, legal counsel and direct incremental disbursements incurred in
2004 (other than those assessed by the Board) would serve as proxies for the
costs in 2006. Certain utilities contend that such costs are material and are
difficult to forecast, and have applied to record such costs in Account 1508 for
subsequent disposition and recovery rather than accepting the 2004 value. If
the Board were to grant the request, it may wish to accord deferral account
treatment to all utilities.

Issue

2.1.1. Should the Board permit utilities to record their costs of consultants,
legal counsel and direct incremental disbursements related to all regulatory
proceedings in Account 1508, for the purpose of subsequent review and
disposition?

2.2 Revenue Losses Attributable to Unforecasted Distributed
Generation

Background

Concerns have been raised regarding the load and revenue effects of the
accelerating adoption of distributed generation, the effects of which may be
material and are difficult to forecast, and therefore warrant subsequent
disposition by way of a deferral account.

Issue
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2.2.1. Should utilities be permitted to record in a deferral account
foregone revenue amounts attributable to unforecasted load losses arising
from distributed generation?

. Generalized Standby Rates for Load Displacement Generation

Background

The importance of standby rates will increase as the adoption of load
displacement generation increases. For many utilities, it will be impractical to
calculate customer-specific standby rates due to the number of customers
and the difficulty of isolating costs. Generalized or standard rates could be
developed but different utilities could take different approaches in the
absence of policy guidelines.

Issues

3.1 Should the Board develop a standardized methodology for stand-by
rates?

3.2 Should the Board permit utility-specific approaches to the design of stand-
by rates.

3.3 If so, what should that design basis be?

. Other Deferral Accounts

Background

Requests have been made by certain utilities for some of the following
deferral accounts. Itis not clear that there are any tangible generic features
of these requests and therefore they may be more appropriately decided on a
case-specific basis.

Issue

4.1 Should the Board establish deferral accounts for the purpose of
subsequent review and disposition for any of the following:
4.1.1. Rate mitigation revenue shortfalls,
4.1.2. Risk Management activities,
4.1.3. Material Bad Debt,
4.1.4. Customer Information System costs?
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