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Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 26th Floor

Toronto, ON   M4P 1E4

Att: Mr. Paul Pudge, Assistant Board Secretary
Dear Mr. Pudge:

Re: RP-2004-0020 – Review of Further Efficiencies in the Electricity Distribution Sector

In response to the Board’s invitation for written representation on the topic of further efficiencies in the Electricity Distribution Sector,we would like to submit the following comments.

EnWin Powerlines Ltd. fully supports the identified need for further efficiencies in the Electricity Distribution Sector.  Consolidation of the 92 remaining LDC’s into fewer, larger entities would achieve greater operational efficiencies through the benefits associated with economies of scale.  In order for these consolidations to occur in an expeditious manner, substantial regulatory reform specifically directed towards incentives and/or disincentives that drive this desired outcome is required. 

There are many service and cost advantages for ratepayers through the consolidation of LDC’s. Nothing will change without significant and possibly drastic regulatory/legislative initiatives.  With many issues outstanding for OEB review, completely voluntary consolidation has not and will not achieve what is required.

The Transfer Tax holiday has not proven to be the answer in itself since it merely removes a barrier but does not induce consolidation. The extension of this tax holiday will only serve to further delay any consolidation activities.  Other mechanisms need to be in the forefront that will weed out inefficiencies, such as increased accountability from LDC’s to increase productivity factors resulting from reaching higher economies of scale, the equitable treatment of all sizes of LDC’s when relating to IMO and OEB compliance issues and a clearly defined PBR2 rate regime that will identify and endorse the benefits of consolidation.  Greater economies of scale and outsourcing opportunities can be realized with a larger customer base.  Also, in spite of the contradicting view of many LDC’s, service levels are actually increased through consolidation by instilling greater customer focused disciplines which scale affords.

 Currently a regulatory mechanism does not exist that measures or penalizes the degree of inefficiency that exists within a LDC.  For example:

1. there is no integrated planning taking place along the many license boundaries that could make use of system inter-ties because of the existence of boundary meters,

2. there are inefficiencies generated in responding to trouble calls when a feeder traverses through multiple jurisdictions because it require the response of multiple LDCs to trouble calls, 

3. standardization of equipment specifications that could take advantage of economies of scale but does not because of lack of standardization of specifications, 

4. the consolidation of service centers that are geographically close to each other that only exists because of the multiplicity of LDC’s, 

5. leveraging the fixed cost assets of LDC’s such as call centres and billing systems over a larger customer base to truly reduce per unit costs, 

6. the elimination of duplicate expenditures required to comply to OEB rule changes or participate in regulatory proceedings, 

7. the elimination of multiple boards and management staff required to run 92 LDCs, 

8. the multitude of distribution license amendment requests because of municipal boundary changes and so on. 

Then there is the issue of Hydro One assets like transformer stations that are owned and operated by Hydro One in the LDC’s licensed area.  There are six (6) transformer stations owned and operated in EnWin ’s licensed area.  In addition, there are five (5) Transformer stations owned and operated by EnWin.  EnWin’s response time in providing system guarantees is minutes, while Hydro One’s response time is hours.  These delays result in lost productivity for distribution utilities. The inclusion of Hydro One assets within a consolidated territory makes rationalization sense and is essential for any successful distribution-restructuring scheme.  Hydro One was original set up to provide rural distribution in area that did not have access to urban distribution Utilities.  This is no longer the case for the densely populated areas of the province of Ontario.  The consolidation of these duplicate facilities and operations into a regional utility would greatly improve productivity and reduce the costs of distribution system operation.

These regulatory reforms need not only provide incentive to consolidate but must help ease the approval process and transition period.  The determination of more reflective rates needs to be addressed through cost of service studies, as does the revisiting of the current fixed/variable rate components currently in place.  The differences in current rate levels between service territories that might otherwise be considering consolidation raise great concern, which may hinder negotiations.

The processing of any consolidation requests and the resulting rate applications need to be given top priority from the Ontario Energy Board so as to not cause undue hardship on the consolidating parties and their respective customers.  A lengthy review process may jeopardize this merger process.   

Yours very truly,

EnWin Powerlines Ltd.

Tom Kosnik, P.Eng. M.A.Sc.

President & COO

TEL:  (519) 251-7304

FAX:  (519) 251-7308

email:  tkosnik@enwinpowerlines.com
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