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APPLICATION

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.0. 1998, c.15, 3 Schedule B,
as amended (the “OEB Act”);

AND IN THE MATTER OF an Application by North Bay Hydro Distribution Limited under
Section 78 of the OEB Act to the Ontario Energy Board for an Order or Orders approving or
fixing just and reasonable rates and other service charges for the distribution of electricity as
of May 1, 2015.

(this “Application”)

Applicant’s Name: North Bay Hydro Distribution Limited

(the “Applicant” or “NBHDL").

Background:

The Applicant is a corporation incorporated pursuant to the Business Corporations Act
(Ontario) with its head office in the City of North Bay. The Applicant carries on the business

of distributing electricity within the City of North Bay.

The Application has been prepared pursuant to the OEB’s Renewed Regulatory Framework
for Electricity Distributors as detailed in the Report of the Board dated October 18, 2012 (the
“RRFE").

Unless specifically stated otherwise in the Application, the Applicant followed Chapter 2 of
the OEB’s Filing Requirements for Electricity Distribution Rate Applications last revised on

July 18, 2014 (the “Filing Requirements”) in preparing the Application.

The Applicant has prepared a Consolidated Distribution System Plan (“DSP”) in accordance
with Chapter 5 of the OEB’s Filing Requirements for Electricity Transmission and Distribution

Applications.

The Applicant acknowledges that the OEB has published an update to the cost of capital
parameters and that these matters will affect the Revenue Requirement that the Applicant

has requested in this Application.
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North Bay Hydro Distribution Limited
74 Commerce Cres., P.O. Box 3240

North Bay, Ontario
P1B 8G4

Mr. Todd Wilcox
Telephone:
Fax:

E-mail:

Manager, Finance

Ms. Cindy Tennant
Telephone:
Fax:

E-mail:

Primary Application Contact:

Ms. Melissa Casson
Regulatory Manager
Telephone:

Fax:

E-mail:

President and Chief Operating Officer

705-474-8100 x 305
705-474-8579

twilcox@northbayhydro.com

705-474-8100 x 310
705-474-8579

ctennant@northbayhydro.com

705-474-8100 x 300
705-474-8579

mcasson@northbayhydro.com
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The Applicant’s Legal Representation:

Borden Ladner Gervais LLP
40 King Street West

40" Floor

Toronto, Ontario

M5H 3Y4

Primary Legal Contact:
John A.D. Vellone
Lawyer
Telephone:
Fax:

Email:

Primary Consulting Contact:

Bruce Bacon

416-367-6730
416-361-2758

jvellone@blg.com

Senior Utility Rate Consultant

Telephone:
Cell:
Fax:

Email:

416-367-6087
416-825-4144
416-361-7366
bbacon@blg.com
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List of Specific Approvals Requested:

In this proceeding, NBHDL is requesting the following approvals:

1.

10.

11.

Approval to charge distribution rates effective May 1, 2015 to recover a service revenue
requirement of $13,848,941 which includes a revenue deficiency of $1,663,101 as

detailed in Exhibit 6. The schedule of proposed rates is set out in Exhibit 8.

Approval of the Distribution System Plan as outlined in Exhibit 2.

Approval of revised low voltage rates as proposed and described in Exhibit 8.

Approval to adjust the Retail Transmission Rates — Network and Connection as detailed
in Exhibit 8.

Approval to continue to charge Wholesale Market and Rural Rate Protection Charges
approved in the Board Decision and Order in the matter of NBHDL's 2014 Distribution
Rates (EB-2013-0157).

Approval to continue the Specific Service Charges and Transformer Allowance approved
in the Board Decision and Order in the matter of NBHDL's 2014 Distribution Rates (EB-
2013-0157).

Approval of the proposed loss factors as detailed in Exhibit 8.

Approval of the rate riders for a one year disposition of the Group 1 and Group 2 and

Other Deferral and Variance Accounts as detailed in Exhibit 9.

Approval of the rate riders for a one year period to dispose of the difference in 2014 Net
Book Value of Property, Plant and Equipment, as a result of NBHDL's changes to
depreciation rates and capitalization policy recorded in Account 1576, CGAAP

Accounting Changes as explained in Exhibit 9.

Approval of the rate riders for a one year disposition of the Lost Revenue Adjustment
Mechanism Variance Account ("LRAMVA") for lost revenue from 2011 to 2013 resulting
from 2011 to 2013 OPA programs as detailed in Exhibit 4.

Approval of the rate riders to address the recovery of stranded meters over a one year

period as outlined in Exhibit 2.
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12. Approval to continue to charge Hydro One Networks Inc. (‘HONI'), an Embedded
Distributor, the rates for the General Service > 50 to 2999 kW rate class. HONI has been
consulted and supports the continued classification of the relevant HONI connections in

this class. The evidence for this proposal is provided in Exhibit 7.

NBHDL may request such other approvals as counsel for NBHDL may submit and the Board may

allow.

Proposed Effective Date of Rate Order:

1. The Applicant requests that the OEB make its Rate Order effective May 1, 2015 in

accordance with the Filing Requirements.

2. In the event that the OEB is unable to provide a Decision and Order in this
application for implementation by the Applicant as of May 1, 2015, the Applicant
requests that the OEB declare its current rates interim, effective May 1, 2015,

pending the implementation of the OEB’s Rate Order for the 2015 rate year.

Form of Hearing: The Applicant requests that this Application be disposed of by way of a written

hearing.

Certification:

I, Todd Wilcox, President and Chief Operating Officer of North Bay Hydro Distribution Limited, certify

that the evidence filed is accurate, consistent, and complete to the best of my knowledge.

Todd Wilcox

Todd Wilcox
President and Chief Operating Officer
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Publication Information:

Residents, businesses and institutions in the City of North Bay who receive electricity distribution

services from NBHDL will be affected by the Application.

NBHDL proposes to publish the Notice of Application in both the North Bay Nugget, a paid
publication with a circulation of approximately 15,000 homes, and in Community Voices, a free
publication with a circulation of approximately 38,000 homes. The Nugget offers the highest paid
circulation in the City of North Bay while Community Voices offers a widely distributed unpaid

circulation in the City of North Bay and surrounding area.

The Application and related materials will be posted on the NBHDL website, and will be available for

viewing at the following internet address: http://www.northbayhydro.com/about-us/news/

The Applicant does not currently use social media accounts to communicate with its customers.
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MANAGEMENT DISCUSSION AND ANALYSIS

NBHDL's Business Plan and Objectives

Throughout the spring of 2014, management of NBHDL undertook a review of its business strategy
and objectives. The purpose of this review was to ensure a direct alignment between the OEB’s

RRFE and NBHDL's business strategy. The following reflects the outcome of this review.

Mission

NBHDL is committed to distributing electricity to its customers in a safe, reliable and efficient
manner that provides good value for money while being responsive to customer and

community needs and contributing to provincial and local public policy objectives.

Core Objectives

NBHDL works to achieve this mission with the following core objectives.

1. Community and customer focus - NBHDL carries on the business of distributing electricity
within the City of North Bay, it is wholly-owned through its parent company by the City of
North Bay, and its head office is in the City of North Bay. Firmly rooted in the local
community, NBHDL is well positioned to identify and respond to customer preferences
through its business planning processes. NBHDL is committed to maintaining the following

customer and community focus objectives.

1.1 Assisting customers in becoming better informed about safe, economical and efficient

uses of electricity.

Target: 6 billing inserts/year.

Target: Monthly messaging on the bill.

Target: Residential Benchmarking Program — 3000 customers.

Target: Home and Garden Expo and Downtown Christmas Walk Participation —

6000 customers.

Target: Business Customer Breakfast Meeting, Contractor (Ally) Meeting.

Target: Annual Chamber of Commerce Meeting.
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Target: Business Customer Meetings — minimum largest 15.

1.2 Maintaining service quality and customer satisfaction rates at or above industry targets.

Target: 90% of scheduled appointments met on time.

Target: 65% telephone calls answered on time.

Target: 98% billing accuracy.

Target: “B+” rating on customer satisfaction survey results.

1.3 Facilitating local economic development by providing timely responses to new customer

connection or service expansion requests.

Target: 90% of new residential/small business services connected on time.

Target: 90% of low voltage customers (i.e. 750V or less) connected on time.

Target: 90% of high voltage customers (i.e. greater than 750V) connected on time.

1.4 Coordinating infrastructure replacement requirements to minimize costly duplicative civil

and construction work.

Targets: Under development.

1.5 Providing good value service for money while providing a fair rate of return to the City of
North Bay.

Target: OEB permitted regulatory return on equity.

Community and worker safety - Safety is of utmost importance for NBHDL's workers and
the community. Every task, regardless of conditions, must be executed safely and without
harm to NBHDL'’s workers or the public. NBHDL has an excellent workplace safety record

and remains committed to maintaining this with the following safety related objectives:

2.1 Minimize lost time due to accidents involving NBHDL employees or contractors.

Target: Zero (0) lost time due to accidents involving NBHDL employees or

contractors.



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28
29

30
31

North Bay Hydro Distribution Ltd.
EB-2014-0099

Exhibit 1

Page 11 of 107

Filed: December 12, 2014

2.2 Minimize public safety incidents caused by factors within NBHDL's control, such as

equipment failure or work procedures.

Target: Zero (0) public safety incidents caused by factors within NBHDL's control,

such as equipment failure or work procedures.

2.3 Maintain compliance with all relevant Electrical Safety Authority (“‘ESA”) standards and

guidelines.

Targets for Audit Results:
a) Zero (0) Non-Compliances in all sections; and

b) One (1) or less Needs Improvements overall.

Targets for Due Diligence Inspection Results:
a) Zero (0) Imminent Fire/Shock/Explosion Hazards on all projects reviewed;
b) Zero (0) Non-Compliances on all projects reviewed; and

C) One (1) or less Need Improvements on each project reviewed.

Targets regarding Public Safety Concerns:
a) Imminent danger — eliminate safety issue on the same day; and

b) Potential danger — eliminate safety issue within ten (10) business days.

NBHDL further understands that the ESA and the OEB are working to identify other
potential performance measures related to safety. NBHDL will revise the above
measures with a view to adopting those measures into its business strategy once
released by the ESA and/or the OEB.

Maintaining distribution system reliability and quality — NBHDL is committed to
maintaining distribution system reliability and quality to achieve or outperform the targets for
NBHDL established by the OEB through the following objectives:

3.1 Managing, maintaining and operating the distribution system in a manner that will, cost
effectively, minimize: (i) the average number of hours that power to NBHDL'’s customers

is interrupted; and (ii) the frequency of such interruptions.

Target: Within 1.56 — 2.87 average number of hours that power to a customer is

interrupted.
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Target: Within 1.48 — 2.75 average number of times that power to customer is

interrupted.

3.2 Managing and maintaining the distribution system to meet power quality standards in
accordance with good utility practice, all applicable standards and guidelines and
NBHDL's Conditions of Service.

Target: Zero (0) voltage issues outside of the extreme conditions and less than five
(5) voltage issues outside of the normal conditions but within the extreme conditions

annually.

Target: One (1) or less power quality issues annually.

Continuously improve efficiency and productivity performance to provide better
value-for-money — NBHDL is committed to continuously improving efficiency and
productivity performance to provide better value service for ratepayer money. Some
efficiency improvements may lead to direct cost savings. Other efficiency improvements may
lead to a more effective utilization of resources, allowing NBHDL to do more with less.

NBHDL will work towards the following objectives:

4.1 Continuously identifying and implementing measures that will lead to sustainable long-

term efficiencies that utilize resources more effectively.

Target: Maintain in Group 3 or in an improved group ranking as determined using
the PEG methodology.

4.2 Actively monitoring and managing NBHDL's productivity performance.

Target: Doing more (increased workload) with less by maintaining consistent staffing
levels and managing and, to the extent practical, minimizing overtime and sicktime

levels.

4.3 Maintain consistent staffing levels in accordance with succession plan.

Target: Fifty (50) full-time employees equivalent or less.

4.4 Manage and, to the extent practical, minimize overtime and sicktime levels.

Target for overtime: <10% of hours worked.
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Target for sicktime: Five (5) sickdays per employee per year.

Actively support provincial and local public policy objectives — NBHDL is committed to
actively supporting provincial and local public policy objectives through the implementation of
smart meters and time-of-use pricing, meeting mandated conservation and demand
management targets, enabling renewable generation, transitioning to IFRS accounting
standards, the implementation of LEAP, and the implementation of the Ontario One Call

system, to name just a few.
Target: 100% of all mandatory objectives are met.

Positioning the business for change — NBHDL has served the City of North Bay for the
last 73 years. NBHDL must continue to evolve its business to meet current and future
demands from its customers, from the community and the broader sector. The distribution
sector in Ontario is poised for further change in the future. NBHDL will identify different
strategic business scenarios, critical success factors for each scenario and prepare itself for

eventual change.
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Overview of the Application

To assist the Board in better understanding how the above noted NBHDL objectives and business
plan relates to what is sought in the Application, in both Exhibit 2 and Exhibit 4 of this Application,
NBHDL has indicated the relationship between each of the objectives noted above and the specific
operational and capital costs set out in those exhibits. NBHDL indicates these relationships by cross-

referencing the relevant numbered objective noted above.

A Reflection of Customer Feedback and Preferences

A comprehensive discussion of NBHDL's customer engagement efforts, the customer feedback and
preferences identified as a result of these efforts, and the steps NBHDL is taking to ensure that
customer preferences are being addressed as part of its business activities are included in a more

comprehensive discussion on the RRFE customer engagement outcome below.

Performance Overview

Past Performance Measures

In this section, NBHDL provides a summary of available past performance measures organized in

accordance with each of NBHDL's core objectives.

1.1 Assisting customers in becoming better informed about safe, economical and efficient uses of

electricity.

NBHDL has increased public awareness in safe, economical and efficient uses of electricity through
multiple public outreach events as summarized in the table attached in Appendix 1-A. In order to
achieve its targets, NBHDL has held public events including the Home and Garden Expo and a
Downtown Christmas Walk thereby allowing customers to be better informed on programs such as

Energy Conservation, Smart Meters and Peaksaver PLUS.

Furthermore, NBHDL also meets its targets by undertaking the following activities, in order to assist

customers in becoming better informed about safe, economical and efficient uses of electricity:

- commencing in May 8, 2009, NBHDL began holding annual presentations for the North Bay
Chamber of Commerce Board of Directors covering topics on consumption patterns of local

businesses and conservation programs.
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- conducting customer meetings and business customer breakfast meetings allowing
businesses to gain more knowledge regarding conservation programs along with certain
incentives and competitive advantages. For instance, NBHDL conducted a business
breakfast in 2010 where approximately 100 customers attended to learn about what
programs and incentives are available as well as learning more about time of use rates.
Similarly, NBHDL held a Retrofit Contractor Breakfast to engage with contractors to explain
the Retrofit program and to discuss current electricity price trends and the importance of

offsetting the costs of electricity.

- providing residential benchmarking program to 3000 customers since 2014; providing
monthly messaging on the bill and at least 6 billing inserts per year on energy saving and
conservation programs since 2012. 2014 is the first year that NBHDL has set measureable

targets on each of the foregoing activities.

1.2 Maintaining service quality and customer satisfaction rates at or above industry targets.

NBHDL's trends of performance relating to maintaining service quality and customer satisfaction are

generally improving over time.

First, as is shown in Table 1-1 below, NBHDL has maintained its service quality in meeting
scheduled appointments with customers on time, achieving percentage scores above the 90% target

consistently since 2009.

Table 1-1: Percentage of Scheduled Appointments Met on Time.

Year 2009 2010 2011 2012 2013
Percentage of | 100% 99.60% 100% 100% 100%
scheduled

appointments met

on time

Target: 90%

Second, with the exception of 2009, as shown in Table 1-2 below, the percentage of telephone calls
that were answered on time were within the industry standard and within NBHDL's target. In 2009,
there was a re-structuring and turnover in NBHDL'’s front office which temporarily resulted in calls
answered on time falling below the threshold target. Since then, NBHDL has introduced changes
which allowed improvements in performance in 2012 and 2013. Between 2010 and 2013 total call

volume increased by 66% with no increase in staffing levels within the Customer Accounts group and
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no decrease in service level. Efficiency improvements and process standardization has assisted in

this improvement in service level despite the increased workload.

Table 1-2: Percentage of Telephone Calls Answered on Time.

Year 2009 2010 2011 2012 2013
Percentage of | 53.20% 76.50% 71.60% 77.20% 78.20%
calls

answered on

time

Target: 65%

Third, NBHDL has maintained customer satisfaction rates above the applicable targets. For example,
in 2013, NBHDL exceeded its billing accuracy target of 98% by achieving a score of 99.9% and
NBHDL achieved customer satisfaction survey results of 99.3%. Prior to 2013, NBHDL's AMI service
provider experienced communication issues in the more rugged parts of NBHDL's service area. As a
result, reporting on billing accuracy prior to 2013 is not meaningful as it is more indicative of

communications issues that have since been resolved.

Fourth, the UtilityPULSE Customer Satisfaction Survey for NBHDL attached in Appendix 1-A.6 of this
Application further illustrates that NBHDL had achieved an “A” rating in customer satisfaction, better
than its “B+” rating target. Among other criterion, the UtilityPULSE Customer Satisfaction Survey
measured NBHDL's customer satisfaction level based on the customer care provided and NBHDL's

company image and management operations.

1.3 Facilitating local economic development by providing timely responses to new customer

connection or service expansion requests.

As indicated in Table 1-3 below, for the past 5 years NBHDL has facilitated local economic
development by providing each of its new residential or small business services with on time
connections. Similarly, as shown in Tables 1-4 and 1-5 below, NBHDL has met a 100% of its new

customers requests for low or high voltage since 2008, exceeding its target each year.
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Table 1-3: Percentage of New Residential or Small Business Services Connected on Time.

Year 2009 2010 2011 2012 2013

Percentage of 100% 100% 100% 100% 100%
new
residential/small
business
services
connected on
time

Target: 90%

Table 1-4: Percentage of New Customer Connection Requests for Low Voltage Connected on

Time.

2008 2009 2010 2011 2012 2013
Percentage of | 100% 100% 100% 100% 100% 100%
new customer
connection for
low voltage
connected on
time
Quantity within 5 | 132 114 134 86 104 61
days

Target: 90%

The row titled “Quantity within 5 days” indicates the total number of new customer connection

requires for low voltage customers received within 5 days.

Table 1-5: Percentage of New Customer Connection Requests for High Voltage (i.e. greater
than 750V) Connected on Time.

Year 2008 2009 2010 2011 2012 2013
Achievement of | 100% 100% 100% 100% 100% 100%
standard

Quantity within 5 | 10 8 8 3 4 9
days

Target: 90%

The row titled “Quantity within 5 days” indicates the total number of new customer connection

requires for high voltage customers received within 5 days.
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1.4 Coordinating infrastructure replacement requirements to minimize costly duplicative civil and

construction work.

NBHDL is a core member of the City of North Bay’s Development Application Resource Team which
meets weekly or as required to coordinate servicing of new developments within the City of North
Bay. Furthermore, NBHDL meets monthly or as required with Public Works staff to coordinate
infrastructure changes as a result of City activity for roads, sewers, etc. Finally, NBHDL meets
annually with senior staff at the City of North Bay and other major utility providers to review and

coordinate respective capital plans.

NBHDL does not currently have quantitative measures to assess performance in respect of this
objective. NBHDL has budgeted for an operational review in the Test Year (see Exhibit 4) which is

intended, in part, to address this in the future.

1.5 Providing good value service for money while providing a fair rate of return to the City of North

Bay.

NBHDL has strived to provide good value service for money to its customers in the City of North Bay,
in providing its shareholder with a rate of return consistent with OEB’s allowed return on equity, as

provided in Table 1-6 below.

Table 1-6: NBHDL Profitability: Regulatory Return on Equity.

Year 2011 2012 2013
Percentage of | 10.15% 9.08% 8.88%
profitability

Targets:

OEB Permitted Return (for rates effective May 1, 2011): 9.58%
OEB Permitted Return (for rates effective May 1, 2012): 9.12%
OEB Permitted Return (for rates effective May 1, 2013): 8.98%

2.1. Minimize lost time due to accidents involving NBHDL employees or contractors.

With the exception of 2011, as shown in Table 1-7 below, NBHDL has held a record of minimizing
lost time due to accidents involving its employees or contracts to an amount of zero lost time due to
accidents per year. In 2011, a powerline maintainer twisted an ankle while climbing off a piece of off-

road equipment in deep snow. The employee returned to work and assumed other responsibilities.
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Table 1-7: NBHDL Employee Safety Record 2010-2014YTD.

Year NBHDL Lost Time Accidents
2010 0
2011 1
2012 0
2013 0
2014YTD 0

Target: Zero (0) lost time due to accidents.

2.2. Minimize public safety incidents caused by factors within NBHDL's control, such as equipment

failure or work procedures.

NBHDL defines a public safety incident as a situation which causes the potential for or actual
personal injury or property damage. NBHDL's measures all public safety incidents, and it is very
difficult to achieve zero public safety incidents in a given year due to the many factors beyond the
control of NBHDL, for instance, weather, people, and wildlife. Nevertheless, NBHDL aims for its
target for public safety incidents and undergoes a review of each and every incident that causes

potential or actual personal injury or property damage.

The incidents indicated in Table 1-8 revolve around motorvehicle accidents in 2012 and 2014
involving NBHDL's drivers. As a result, NBHDL conducted a full investigation of each accident,
reviewed findings with its staff, conducted driver training sessions and took appropriate disciplinary
action. In 2011, a parked vehicle was damaged when a switch broke off and fell. NBHDL is now in

the process of replacing this type of switch across its system.

Table 1-8: NBHDL Public Safety Record 2010-2014YTD.

Year Public Safety Incidents in NBHDL’s Control
2010 0
2011 1
2012 2
2013 0
2014YTD 1

Target: Zero (0) public safety incidents caused by factors within NBHDL'’s control.

2.3. Maintain compliance with all relevant Electrical Safety Authority (“ESA”) standards and

guidelines.

Compliance of Ontario Regulation 22-04 is assessed using the following four criteria: i) C —
Complies; ii) NI — Needs Improvement; iii) NC — Non-Compliance; and iv) N/A — Not Applicable. As
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shown from Table 1-9 below, with the exception of 2011, NBHDL has met the industry target of

achieving zero “Non-Compliances” in all sections and one or less “Needs Improvements” overall.

In 2010, the ESA has updated and expanded the scope of the audit. When the audit was completed
in 2011, 2 processes which were not previously audited were then identified as “Need Improvement”.
NBHDL has since performed the necessary adjustments to ensure that these processes are in

compliance.

A summary of NBHDL audit results over the past 4 years is shown in Table 1-9 below:

Table 1-9: Ontario Regulation 22-04 Audit Results.

Audit Year Section 4 Section 5 Section 6 Section 7 Section 8
2010 C C C NI C

2011 C C C NI x 2 NI

2012 C C NI C C

2013 C C C C C
Targets:

- Zero (0) Non-Compliance in all sections and
- One (1) or less Needs Improvements overall

As another way of confirming compliance to Ontario Regulation 22-04, the ESA conducts random
Due Diligence Inspections on LDC construction projects. The inspection concentrates on ensuring
that undue hazards do not exist to the public by confirming construction is in accordance with plans,
work instructions, and/or standard designs. The report groups findings into 5 categories: i) Imminent
Fire/Shock/Explosion Hazards; i) Non-Compliance to Ontario Regulation 22-04; iii) Needs
Improvements; iv) Safety Related Observations; and v) Miscellaneous Observations. Of the 5

categories, only the first three require a response back to the ESA.

As shown in Table 1-10, NBHDL has met industry target in Imminent Fire/Shock/Explosion Hazards.
In 2012, the “Non-Compliance” was the result of a secondary conductor not meeting the required
ground clearance. The conductor was installed with the necessary ground clearance, but had
sagged and settled at a clearance lower than acceptable. NBHDL sets a very high threshold for
“Needs Improvements” targets. The actual due diligence inspection results are dependent a variety
of factors including the diligence of the construction crews at following the design, as well as the
experience and preferences of the auditor. Construction, especially on the Canadian Shield can

result in minor deviations from the design.
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Table 1-10: Due Diligence Inspection Results.

Inspection # of Imminent Non- Needs Safety | Miscellaneous
Year Projects Fire/ Shock/ | Compliances Improve- Observations
Inspected | Explosion ments
Hazards
2010 0 N/A N/A N/A N/A N/A
2011 5 0 0 0 0 1
2012 6 0 1 2 2 3
2013 0 N/A N/A N/A N/A N/A
2014 5 0 0 3 0 5
Targets:

- Zero (0) Imminent Fire/Shock/ Explosion Hazards on all projects reviewed,;
- Zero (0) Non-Compliances on all projects reviewed; and
- One (1) or less Need Improvements on each project reviewed

Public Safety Concerns are notices provided by the ESA to LDC’s informing LDC’s of possible
hazards that exist within their service territory that may lead to or are safety hazards to the public.
Public Safety Concerns are typically reported by a third party (i.e. property owner, customer,
company, etc.) to the ESA whereby the ESA will then forward on to the LDC. As shown in Table 1-
11, NBHDL has resolved all potential dangers that may lead to or are safety hazards to the public

within the industry target of 10 business days.

Table 1-11: Public Safety Concerns.

Year | # of Public Safety Imminent Public Safety Timeline to resolve
Concerns Received Danger/ Concern ID concern (in business
Potential Reference days)
Danger
2011 | 2 Potential ID1400 1
Potential ID1567 3
2012 | 1 Potential ID1584 3
2013 | 2 Potential ID1765 7
Potential ID1851 6
2014 | 1 Potential ID1865 Same day
Targets:

e Imminent Danger — eliminate safety issue same day
e Potential Danger — eliminate safety issue within 10 business days
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3.1. Managing, maintaining and operating the distribution system in a manner that will, cost
effectively, minimize: (i) the average number of hours that power to NBHDL's customers is

interrupted; and (ii) the frequency of such interruptions.

As shown in Tables 1-12 and 1-13, NBHDL has managed, maintained and operated the distribution
system in a cost efficient manner by maintaining the average number of hours and times that power

to a customer is interrupted within the acceptable industry targets.

Table 1-12: Average Number of Hours that Power to a Customer is Interrupted.

Year 2009 2010 2011 2012 2013
Average number 1.56 2.72 2.87 1.60 2.32
of hours that

power is

interrupted

Target: Within 1.56 — 2.87

Table 1-13: Average Number of Times that Power to a Customer is Interrupted.

Year 2009 2010 2011 2012 2013

Average 1.48 2.75 2.16 2.29 1.89
number of
times that
power is
interrupted

Target: Within 1.48 — 2.75

3.2. Managing and maintaining the distribution system to meet power quality standards in
accordance with good utility practice, all applicable standards and guidelines and NBHDL's

Conditions of Service.

As per the NBHDL Conditions of Service, NBHDLCOS-230-05, NBHDL endeavours to supply a
constant, stable supply voltage from its distribution system. NBHDL does so by supplying voltage at
the consumer’s service entrance within the guidelines of CSA Standard CAN3-C235-83 (latest
edition) Table 3, which allows variations from nominal voltage of the following limits as set out in

Table 1-14: Voltage Variation Limits:
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Table 1-14: Voltage Variation Limits.

Nominal Voltage Voltage Variation Limits
Extreme Extreme
Conditions Conditions
Normal Normal
Conditions Conditions
SINGLE PHASE
120/240 106/212 110/220 125/250 127/254
240 212 220 250 254
480 424 440 500 508
600 530 550 625 635
THREE PHASE 4W
120/208 110/190 112/194 125/216 127/220
240/416 220/380 224/388 250/432 254/440
277/480 245424 254/440 288/500 293/508
347/600 306/530 318/550 360/625 367/635
THREE PHASE 3W
240 212 220 250 254
480 424 440 500 508
600 530 550 625 635

NBHDL targets to have O voltage issues outside of the extreme conditions and less than 5 voltage
issues outside of the normal conditions but within the extreme conditions annually. Note that a
voltage complaint does not constitute a voltage issue until proven to be within one of the two limits

indicated above.

Where supply voltages lie outside the indicated limits for normal operating conditions but within the
indicated limits for extreme operating conditions, improvement or corrective action should be taken
on a planned and programmed basis. Where supply voltages lie outside the indicated limits for
extreme operating conditions, improvement or corrective action should be taken as soon as practical.
The urgency for such action will depend on many factors such as the location and nature of load or
circuit involved, the extent to which limits are exceeded with respect to supply voltage levels and

duration, etc.

Although NBHDL has followed NBHDL Conditions of Service, NBHDLCOS-230-05, since 2006 in
maintaining voltage and addressing issues, a metric was not established and the issues were not
tracked and therefore historical information does not exist. Going forward voltage issues will be
recorded so they can be monitored and the metric reported. It can be noted that the amount of
complaints over the past 5 years have been minimal, with the majority of the complaints falling within

the “Normal” operating range and therefore not posing an actual issue.
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As per the NBHDL Conditions of Service, NBHDLCOS-230-02, NBHDL endeavours to supply
continuous energy with no power quality problems. NBHDLCOS-230-02 details the steps to be taken
and the policies and processes with respect to power quality issues. The limit on individual harmonic
distortion is 3% and the limit on total harmonic distortion is 5%. NBHDL targets to have one or less

power quality issues annually.

Although NBHDL has followed the Conditions of Service section, NBHDLCOS-230-02, since 2006 in
relation to power quality issues, a metric was not established and the issues were not tracked and
therefore historical information on the metric does not exist. Going forward, voltage issues will be
recorded so they can be monitored and the metric reported. It can be noted that in the last 5 years,

only one power quality issue has been reported (August 2014) and it is still under investigation.

4.1. Continuously identifying and implementing measures that will lead to sustainable long-term

efficiencies that utilize resources more effectively.

As described in greater detail below, in respect of the operational effectiveness RRFE outcome,
NBHDL actively identifies and implements measures that will lead to sustainable long-term
efficiencies that utilize resources more effectively. While the specific measures are identified and
managed at an operational level, it is also helpful to consider NBHDL's efficiency performance as
shown in the PEG comparison of distributors’ total cost to the PEG model's cost prediction. The

resulting NBHDL efficiency grouping is shown in Table 1-15 below.

Table 1-15: Efficiency Assessment.

Year 2009 2010 2011 2012 2013

Efficiency assessment group - - - 3 3

Target: Group 3 or better

4.2. Actively monitoring and managing NBHDL's productivity performance.

NBHDL actively monitors its productivity performance and uses best efforts to manage costs in an
attempt to maintain and improve its productivity performance. These efforts are more fully detailed in
respect of the operational effectiveness RRFE outcome below. While the specific measures are
monitored and managed at an operational level, it is also helpful to consider NBHDL's cost
performance as shown on the OEB’s scorecard, as attached in Appendix 1-I. NBHDL's total cost per

customer and total cost per KM of line is shown in Table 1-16 below.
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Table 1-16: Total Cost per Customer and Total Cost per Km of Line.

Year 2009 2010 2011 2012 2013
Total Cost per $544.00 $580.00 $605.00 $598.00 $614.00
Customer

Total Cost per Km | $20,971.00 $22,550.00 $23,351.00 $23,096.00 $25,228.00
of Line

Target: Doing more (increased workload) with less by maintaining consistent staffing levels and
managing and, to the extent practical, minimizing overtime and sicktime levels.

4.3. Maintain consistent staffing levels in accordance with succession plan.

Despite numerous regulatory obligations driving increasing workload, NBHDL has consistently
maintained a workforce of less than 50 full-time employees between 2011 and 2015, in accordance
with succession plan and as shown in Table 1-17. NBHDL intends to maintain a consistent workforce
in the test year. NBHDL has worked to implement efficiency measures to handle incremental
workload as a result of customer demand and to respond to provincial policy initiatives as opposed to

increasing its employee complement.

Table 1-17: Number of Full-time Employees.

Year 2011 2012 2013 2014 2015

Number of full-time employees 47 47 47 49 48

Target: Fifty (50) full-time employees or less

4.4. Manage and, to the extent practical, minimize overtime levels.

NBHDL has maintained the staff overtime hours within the industry target as shown in Table 1-18.
Table 1-18: Overtime Hours.

Year 2010 2011 2012 2013

Percentage of overtime hours 6% 6% 5% 5%

Target: <10% of hours worked per year.

NBHDL has on average, experienced sicktime hours that met NBHDL's business target and industry
target, and the trend has decreased since 2010. The number of sick days, shown in Table 1-19, is

attributed to a number of major illnesses experienced by employees at NBHDL.
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Table 1-19: Sick Days.

Year 2010 2011 2012 2013

Sick days per employee per year 8.97 6.22 7.18 5.74

Target: Five (5) sick days per employee per year.

5. Actively support provincial and local public policy objectives

NBHDL actively supports provincial and local public policy objectives through, for instance, its
implementation of smart meters and time-of-use pricing, meeting mandated conservation and
demand management targets, enabling renewable generation, transitioning to IFRS accounting
standards, the implementation of LEAP, and the implementation of the Ontario One Call system, to
name just a few. Table 1-20 indicates NBHDL's level of public policy responsiveness in recent years.

More information is provided below in respect of the RRFE outcomes.

Table 1-20: Public Policy Responsiveness.

Year 2009 | 2010 | 2011 | 2012 | 2013

Net Annual Peak Demand Savings (Percent of target - - 20% | 20% | -
achieved)

Net Cumulative Energy Savings (Percent of target - - 35% | 65% | -
achieved)

Renewable Generation Connection Impact Assessments | - - 100% | 0% -
Completed On Time

New Micro-embedded Generation Facilities connected On | - - - - 100%
Time

Industry target: 100% of all mandatory objectives are met.

6. Positioning the business for change

NBHDL has served the electricity customers in North Bay since 1941. NBHDL has been an effective
service provider as a result of the business constantly evolving. Between 2008 and 2014, NBHDL
experienced a 66% turnover in staff positions. Throughout this period, NBHDL was able to meet the
increased demand for services from customers; handle new incremental work activities as a result of
provincial policy initiatives; continue to replace its aging assets and operate its distribution system

safely and reliably without a major safety incident.
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Expected Performance Targets

Provided the Board approves rates in the Test Year as forecasted in this Application, NBHDL

expects to continue to achieve all of its performance targets in the Test Year.

NBHDL expects this notwithstanding the fact that NBHDL is expecting a turnover of 25% in the next
5 years, which includes for the most part, the majority of the senior management team. NBHDL has
budgeted to proactively plan for these changes to ensure continued achievement of key performance

targets.
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EXECUTIVE SUMMARY
A. Revenue Requirement (Exhibit 6)

NBHDL is requesting the approval of its proposed service revenue requirement of $13,848,941, an
increase of $1,723,979 or 14.2% compared with the 2010 approved service revenue requirement as

shown in Table 1-21: Service Revenue Requirement.

Table 1-21: Service Revenue Requirement.

2010 2015
Service Revenue Approved Proposed Difference
Requirement (A) (B) ©)=(B)-A)

OM&A 5,665,408 7,004,844 1,339,436
LEAP 15,000 16,700 1,700
Property Tax 64,292 69,876 5,584
Captial Tax 21,829 0 ($21,829)
Depreciation 2,694,912 2,569,662 ($125,250)
Return on Rate Base 2,999,043 4,025,348 1,026,305
PlLs 664,478 162,510 ($501,968)
Total 12,124,962 13,848,941 1,723,979
Rate Base | 44,105,306 | 64,061,442 | 19,956,136

There are two main contributors to the difference in revenue requirement between 2015 proposed
The first contributor is the cost increases in OM&A of $1,339,436 as
detailed in Exhibit 4, Table 4-2 - 2015 Test Year OM&A Expenditures. The second contributor is

the increase in return on rate base resulting from an almost $20 million increase in rate base

and 2010 approved.

which is explained in Exhibit 2. However, the increases in OM&A and return on rate base are
offset by decreases in depreciation and PILs resulting from changes in useful life of assets since
2010. This change lowers depreciation and also lowers PILs since the tax adjustment for
accounting depreciation, which increases PILs, is lower but the tax adjustment for capital cost
allowance (i.e. deprecation for tax purposes), which reduces PILs, does not change with the

change in useful life.
The primary customer concerns, based on NBHDL'’s customer engagement efforts, include:
1. Affordable electricity costs;

2. Reliability of service with rapid response to un-planned outages;
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3. Information supporting the value of services provided,;

4, Assistance to reduce consumption and thereby costs;

5. Professional interactions with highly skilled and experienced personnel;

6. Communications through a variety of media including phone, internet, social media,

in-person and email;

7. Proactive communications when there are un-planned outages;

8. Business to be customer centric including timely service that solves their problems;
and

9. Continued delivery of high quality services.

NBHDL is very aware of these concerns and has taken steps to address each of these concerns as
further described in this Exhibit 1.
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B. Budgeting and Accounting Assumptions

Developing NBHDL's budget is a key process as it identifies past successes as well as future
initiatives and projections for capital and operating costs. Assumptions provided by the management
team for the capital and operating budgets are tested to ensure they support NBHDL's core business
objectives as well as being prudent and financially sustainable. Both the 2014 Bridge and 2015 Test
Years have been compiled using the MIFRS method of presentation. Impacts flowing from changes
to depreciation and non-material changes related to NBHDL’s employee future benefits are required
upon transition to MIFRS. NBHDL reviewed and changed the overhead capitalization policy in fiscal
2009, therefore no other change affecting capitalization of overhead costs is required during the
transition to MIFRS. The 2014 Bridge Year forecast is based on six months of actuals and forecasted
for the balance of the year. NBHDL provides detailed explanations in the applicable sections of the
application for the major components of the budget; revenue, OM&A and capital. Assumptions and

methods of calculation from these exhibits for the 2015 Test Year are as follows:

1) Revenue
a) 2015 distribution revenue, at existing rates, is forecasted to decrease due to the local
economy. CDM results were calculated using the weather normalized load forecast model
multiplied by NBHDL's current approved distribution rates.
b) The total customer/connections are forecasted to slightly decrease based on the forecast by
rate class which was determined using a geometric mean analysis.
c) Other revenues were viewed on an item-by-item basis and were either based on a historical

indicator or on future strategic initiatives.

2) Operating Maintenance and Administration Expense

a) OM&A expenses have been developed based on the department manager's work plans
using a top-down approach in an effort to contain costs but still provide an acceptable level
of service and reliability.

b) Staffing levels are based on the estimated time required to complete the work plans. The
year end full time employee compliment is forecasted to remain at the 2014 Bridge level of
48.

¢) Union wage increases are based on the union contract which was effective April 1, 2014 and
expires on March 31, 2018. The scheduled rate increase for April 1, 2015 is 2.5%.

d) Non-union management wage increases are based on a structured pay scale; the total
average increase is forecasted at 3.4%.

e) Regulatory costs for this application and other one-time costs have been normalized over

the five year life of the application.
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f) NBHDL used an inflation rate of 2% where the expense increase could not be specifically
identified.

Amortization

a) Amortization has been calculated based on the revised useful lives and on a MIFRS basis.

PILs

a) Regulatory PILS have been calculated using the Board Approved model.

b) PILS are forecasted to decrease mainly due to the decrease in depreciation as a result of
the change in useful lives and an increase in capital cost allowance which is not affected by

the change in useful lives.

Capital

a) The capital budget was formulated on a project by project basis.

b) Distribution asset related projects were prioritized based on multiple factors as explained in
the Distribution System Plan and are further supported by a third party Asset Condition
Assessment Report (ACA Report).

c) General asset related projects were submitted by department Managers and supported by
third party reviews or necessity. Major projects were based on a building assessment, a fleet

replacement schedule, work equipment requirements, and an IT risk assessment.
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C. Load Forecast Summary (Exhibit 3)

NBHDL's load forecast is weather normalized and considers factors such as historical power
purchased load, weather, calendar related factors and local economic conditions. As outlined in
Exhibit 3, NBHDL has used the same regression analysis methodology approved by the Board in its
2010 cost of service application (EB-2009-0270). The regression analysis was conducted on
historical electricity purchases to produce an equation that will predict weather normalized power
purchases in 2015. The weather normalized purchased energy forecast is adjusted by a historical
loss factor to produce a weather normalized billed energy forecast which is allocated to rate class

using historical billing data by rate class.

Based on the load forecast methodology, the total 2015 Test Year kWh forecast 516,645,305 which
is an 8.4% decrease over the 2010 Board Approved kWh forecast of 563,638,678. This decrease

reflects the impact of CDM savings as well as the slower economic condition of North Bay.

The forecast of customers by rate class was determined using a geometric mean analysis. Based
upon the geometric mean analysis, the expected number of customers/connections for the 2015 Test
Year is 29,849 which is an 1.2% decrease over the 2010 Board Approved customers/connections of
30,219.



© 0 N oo o b~ W

10
11
12

13
14
15
16
17

18

19

20

North Bay Hydro Distribution Ltd.
EB-2014-0099

Exhibit 1

Page 33 of 107

Filed: December 12, 2014

D. Rate Base and Capital Plan (Exhibit 2)

Distribution System Plan

In creating the Distribution System Plan (the “DSP” as attached in Exhibit 2), NBHDL's applied its
overarching corporate goals, which are to distribute electricity safely and reliably with highest
operating efficiency to provide good value service and provide the shareholder the full regulated
return on equity. To meet these goals, NBHDL developed protocols and strategies to ensure
optimized and efficient planning. Optimal operation of the distribution system is achieved when “right
sized” investments into renewal and replacement (capital investments) and into asset repair,
rehabilitation and preventative maintenance are planned and implemented based on a “just-in-time”
approach. Therefore, the DSP and NBHDL'’s Capital Expenditure Plan seeks to find the right balance
between capital investments in new infrastructure and operating and maintenance costs so that the

combined total cost over the life of the asset is minimized.

As will be demonstrated in the DSP as well as the remainder of this summary, NBHDL anticipates
that capital spending is expected to remain reasonably stable for the 2015 to 2019 planning horizon.
This is with the exception of distinct exceptions to spending that are anticipated in the 2015 Test
Year. These capital expenditures are spread out over four categories (as seen in Table 1-22 below):

System Renewal, System Access, System Service and General Plant.

Table 1-22: Proposed Capital Investments.

2015 2016 2017 2018 2019 TOTAL AVERAGE

SR System Renewal $ 5469405|$ 4180343 |$ 42357418 4266049 |§ 4054266 | § 22205804 | § 4.441.161
SS| System Service $ 373245|§ 214743 |S 127302|$ 39044 |$ 135018|% 940251 [$ 188050

SA| System Access $ 1143704 | $ 1166578 | S 1189909 [$ 1213707 |8 1237982 |% 5951880|% 1190376
GP| General Plant $ 771603 |8 373400|S 549000 (% 350700 |$ 642000 | § 2,686,703 | § 537341
Total Capital Spending| $7,757,956 | $5,935,064 | $6,101,952 | $5,919,500 | $6,070,166 | $31,784,637 | $ 6,356,927
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Capital Expenditures for the 2015 Test Year

In the 2015 Test Year, there are three significant exceptions to the generally stable forecast in 2015
for capital spending. System Service includes a 6 year plan to upgrade non-interval capable meters
with Smart Meters able measuring hourly intervals. The project began in 2014 and meters are
prioritized based on seal expiration dates. The 2015 Test Year is higher due to the meter
replacement schedule as a result of seal expiry dates. Costs for this conversion are lower in
subsequent years as NBHDL has a higher number of installations required in 2015 which presents a
higher value in Table 1-22. System Renewal for 2015 includes the replacement of substation MS9
with MS22. This one-off project provides a significant increase in capital expenditure for NBHDL that
is not required beyond 2015. The MS9 replacement allows NBHDL to complete its SMART GRID
Initiative as well as meeting numerous other safety and reliability goals further discussed in the DSP.
Third, as part of General Plant, NBHDL has budgeted a larger than average expenditure on the
replacement of an end of life boom/bucket truck. These variations and other capital projects are

further discussed below.

Capital Expenditures for the Forecast Period

For the forecast period of 2016-2019, NBHDL does not have specific project listings. The capital
expenditures for this period are anticipated to remain flat. For System Renewal, the replacement of
MS9 in 2015 concludes the substation replacement requirements, thus lowering anticipated
expenditures. Further, the replacement of poles and underground assets has been levelized to

ensure System Renewal projects are consistent over the rate filing horizon.

NBHDL does not anticipate a significant amount of work for the System Service category. The
majority of forecast period spending in this area beyond the 2015 test year will be attributed to the
modernization of metering infrastructure. For System Access, the forecasted expenditures are based
strictly on historical averages adjusted by inflation. General Plant is anticipated to remain flat over
the forecast period as the bulk of expenditure requirements were completed over the historical

period.

Comparison to Board Approved Capital Expenditures 2010

As shown in Table 1-23, 2010 Board-Approved Capital Expenditures vs. 2015 Test Year Capital
Expenditures below, NBHDL's capital expenditures for the 2015 Test Year are $1,416,686 lower
than the 2010 Board-Approved capital expenditures.
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Table 1-23: 2010 Board-Approved Capital Expenditures vs. 2015 Test Year Capital

Expenditures.

2010 Board | 2015 Test .
Variance
Approved Year
SR System Renewal $ 6776173 | $ 5469405 | $ (1,306,768)
SS System Service $ 3H44216|$ 373245 | $ 29,029
SA System Access $ 1697037 |$ 1143704 | $ (553333)
GP General Plant $ 3H7216|$ 771603 |$ 414,387
Total Capital Spending | $9,174,642 | $7,757,956 | $(1,416,686)

The following factors contribute to the decrease in spending:

System Renewal

The 2010 Board Approved capital expenditures included $2,139,648 in civil work related to
the voltage conversion of the Pinewood area and $92,382 in estimated transformer
purchases related to the project. NBHDL does not have similar civil costs or a specific
project of that magnitude in the Test Year;

Construction projects lined up for the 2015 Test Year and related estimated transformer
costs are lower by $541,011 due to the unique make-up of costs with the individual projects;
2010 capital expenditures included $213,239 in relation to asset management related costs

which are not required in the 2015 Test Year capital costs.

System Access

2015 Test Year costs for demand related work in System Access are based on historical
averages and are lower than 2010 Board Approved estimates by $351,773;
2010 Board Approved costs included $192,005 in a line extension and NBHDL does not

have a similar requirement in the Test Year.

General Plant

The 2015 Test Year includes the scheduled replacement of NBHDL’s motor fleet, including
the final costs related to the procurement of a large bucket truck, which represents an

increase of $464,000 over 2010 Board Approved costs;

IT costs in the 2015 Test Year are lower than 2010 Board Approved costs by $41,437.
Increased server upgrades in 2015 are offset by a reduction in software as the 2010 budget

included several large investments in software upgrades;
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e Costs related to NBHDL's building and tool requirements remain flat with an immaterial

reduction of $8,176.

Each of the four categories identified above in Table 1-22 is further described below.

System Renewal Investments

The majority of System Renewal investments anticipated by NBHDL over the 2015 and 2016 portion
of forecast period (with potential spillover into 2017) are tied to NBHDL's plan to complete all line
construction work relating to the preparation to convert, or actual conversion of, NBHDL's existing
22kV subtransmission system to 44kV and the 4.16/2.4kV system to 12.47/7.2kV. The 22kV and
4.16kV systems are the oldest in the NBHDL asset portfolio and therefore most related plant is at the
end of its useful life thus requiring replacement. The completion of this conversion plan will lead to
the harmonization of the distribution system voltage and eliminate safety hazards to the public and
NBHDL employees. NBHDL also anticipates that the completion of the project will lower line losses,

and future maintenance costs.

In addition to the voltage conversion projects, NBHDL also plans investment in major and minor
betterment projects such as investment in the Turret Complex and Substation transformer
replacement. These projects are driven by the need to replace end of life assets, rising O&M costs

and safety, among other things.

The majority of System Renewal investments for the period of 2017 to 2019 will be informed by the
asset condition assessment created in 2013 and the prioritization protocol currently being developed
by METSCO Energy Solutions Inc.

Significant System Renewal capital projects for the 2015 Test Year include:

¢ Voltage conversion projects consisting of approximately $1,746,280 in rebuilds at 12.47 kV
for assets that are currently at or near end of life and not harmonized with the balance of
NBHDL's distribution system;

e Major betterment projects of approximately $1,259,399 including the rebuild of the Turret
Complex. These projects involve the design and construction of new underground high
voltage and low voltage infrastructure to replace existing backlot poles and underground
secondary infrastructure supplying large townhouse development and is currently at end of

life;
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e The replacement of MS9 with a new substation MS22 for approximately $1,781,297 due to

the age and condition of the substation;

e Transformer purchases for various jobs at approximately $284,135 and the replacement of a

substation transformer at MS13 for approximately $271,470;

e Minor betterment projects projected for approximately $106,591; and

e Miscellaneous projects (less than $65,000 on an individual project basis) for approximately
$71,897. Several of these miscellaneous projects are related to the voltage conversion
process however, given that the costs fell below the materiality threshold, they were treated

as miscellaneous projects absent the requirement for capital justification.

System Access Investments

System Access investments have not been a significant concern for NBHDL as NBHDL is currently
experiencing no constraints on capacity and customer connections are done on an as requested
basis. NBHDL has also experienced limited growth in its customer base and anticipates this to
continue for the forecast period. While NBHDL anticipates a relative limit on the capital expenditures
for System Access due to the above factors, it has still prepared System Access investment
requirements for the forecast period based on outputs of Customer Service Requests and Road

Relocation categories.

Customer Service Requests include projects under the subcategories: generators, primary services,
secondary services, minor betterments and subdivisions. NBHDL receives a modest number of such
requests yearly. Given that there is no concern for capacity and no backlog of customers requiring
new services, NBHDL anticipates this category of investment to remain consistent with the historical

levels.

Road relocations are required projects drive by statutory obligations to the City of North Bay or the
MTO. Legislative cost sharing formulas provide that the City or MTO contribute 50% of all labour,
labour saving devices, and equipment costs. These road relocation obligations are non-discretionary
and are anticipated to continue throughout the forecast period at a similar level of investment to that

which was experienced during the historical period.

Significant System Access capital projects for the 2015 Test Year include:

e The portion of transformer purchases under the System Access category is projected at

approximately $95,113;
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e Generator Connections are approximately $38,112;

e Minor betterment System Access projects are anticipated to be valued at $230,102;

e Primary Services projects anticipated at $217,820;

e Secondary Services projects anticipated at $249,365;

e Subdivision projects anticipated at $100,973; and

Road relocation projects anticipated at $212,218.

System Service Investments

System Service investments are typically driven by capacity constraints. NBHDL's System Service
investments have historically included projects aimed at improving system operations, reliability and
efficiencies through voltage upgrades, distribution automation, intelligent devices or equipment.
These projects are all aimed at enhancing customer value and operational effectiveness. As NBHDL
currently experiences no constraints on its capacity and anticipates this trend to continue during the
forecast period, the only remaining System Service projects relate to asset management projects
falling into this category. These projects include: metering and miscellaneous projects (such as

SCADA, feeder conversion and minor betterment.)

Significant System Service capital projects for the 2015 Test Year include:

e Capital Infrastructure Modernization for approximately $199,213 which comprises the

continued implementation of metering technology; and

e Miscellaneous projects totaling approximately $174,031 (including SCADA installation,

major/minor betterments and feeder conversion projects).

General Plant Investments

In the category of General Plant, NBHDL anticipates the continued maintenance of historical levels
of investment with the exception of several key asset renewals in the 2015 Test Year. In 2015,
NBHDL will invest approximately $515,000 as part of a continued investment into its motor fleet.
Specifically, NBHDL has gone through a procurement process to replace its current large
boom/bucket truck designated as Truck 30. The replacement of Truck 30 has costs that are split

between 2014 and 2015 as the cab/chassis were procured in 2014 and the boom/bucket represents
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1 a capital investment for 2015. For the motor fleet, NBHDL has also scheduled the replacement of
2  three pick-up trucks and two trailers based on the age and condition of these assets. These
3 determinations were made by NBHDL through reliance on inherent knowledge of its assets in
4  conjunction with external consultant reports and a fleet replacement schedule.
5  Aside from the motor fleet investments, NBHDL anticipates a fairly flat schedule of investment for IT,
6  Tools and Building/Office requirements. The IT system investments will be driven by NBHDL'’s new
7 IT strategy but will not involve significant variation in expenditures from the historical period. NBHDL
8 also expects the majority of investment on its Building/Office will conclude at the end of 2014 and
9 therefore is not anticipated to impact this Application. As for the tools category in General Plant, this
10 is typically informed by on the ground information and direct feedback from employees. These
11 requirements tend to fluctuate and have seen some increase in recent years compared to historical
12 expectations however, NBHDL anticipates no major capital expenses for the forecast period due to
13  varied requirements.
14 Rate Base
15  Table 1-24 shown below outlines the summary of rate base from 2010 OEB Approved to the 2015
16 test year.
17 Table 1-24: Summary of Rate Base.
2010 0EB | 2010 2011 2012 2014 2015 Test
Description 2013 Actual Bridge
Approved Actual Actual Actual Year Year
Reggsrit;”g CGAAP | CGAAP | CGAAP | CGAAP CGAAP MIFRS MIFRS
Gross Fixed
Assets, Opening
Balance 80,070,446 | 80,599,232 | 86,605,519 | 93,235,866 | 96,935,958 | 102,314,173 | 108,443,789
Gross Fixed
Assets, Closing
Balance 89,171,054 | 86,605,519 | 93,235,866 | 96,935,958 | 102,314,173 | 108,443,789 | 115,827,344
Average Gross
Fixed Assets 84,620,750 | 83,602,376 | 89,920,693 | 95,085,912 | 99,625,066 | 105,378,981 | 112,135,566
Accumulated
Depreciation,
Opening
Balance 46,679,036 | 46,271,663 | 48,981,464 | 51,556,264 | 53,292,920 | 55,271,308 | 55,911,911
Accumulated
Depreciation,
Closing Balance | 49,511,757 | 48,981,464 | 51,556,264 | 53,292,920 | 55,271,308 | 55,911,911 | 57,982,929
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Average

Accumulated

Depreciation 48,095,396 | 47,626,564 | 50,268,864 | 52,424,592 | 54,282,114 | 55,591,610 | 56,947,420

Average Net

Book Value 36,525,354 | 35,975,812 | 39,651,829 | 42,661,320 | 45,342,952 | 49,787,371 | 55,188,146

Working Capital | 50 533,016 | 49,333,491 | 53,739,867 | 56,016,728 | 61,805,639 | 64,196,390 | 68,256,125

Working Capital

Allowance (%) 15% 15% 15% 15% 15% 15% 13%

Working

Capital

Allowance 7,579,952 | 7,400,024 | 8,060,980 | 8,402,509 9,270,846 9,629,459 8,873,296
Rate Base 44,105,306 | 43,375,835 | 47,712,809 | 51,063,830 | 54,613,797 | 59,416,830 | 64,061,442
1  As shown in Table 1-24, the 2015 test year rate base is $64,061,442. When this is compared to the
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2010 OEB Approved rate base of $44,105,306, the 2015 test year rate base is almost $20M or
45.3% higher which is detailed in Exhibit 2.

Smart Grid, Renewable Energy Connections and Regional Planning

NBHDL uses a comprehensive approach to its distribution system planning which includes all

categories of investments including system renewal and expansion, renewable generation

connection, smart grid development initiatives, and regional planning as required. This
comprehensive approach ensures the investments made by NBHDL are efficient and that they

support the goals identified by the Board in the Filing Requirements.

Smart Grid

NBHDL will continue to integrate its distribution system (e.g. intelligent switching, remote monitoring
and communications, etc.) with operating and information systems as part of its Smart Grid
development initiative. This initiative has involved equipping all NBHDL distribution stations with
SCADA. The final piece of this initiative will be the reconstruction of substation MS9 with a new
substation MS22 scheduled for 2015. There are no further smart grid investments anticipated in the

remainder of the forecast period.

Renewable Energy Investments

NBHDL's distribution system has been planned and proactively built and equipped to handle
forecasted renewable generation. As part of the DSP, NBHDL prepared a Green Energy Plan and
has submitted this plan to the OPA. Based on the evaluation of the distribution system to accept

green energy generation connections, no constraints have been identified in the system, preventing
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the connection of renewable energy generation installations. On this basis, NBHDL is not proposing
any material capital investments for capacity upgrades on its distribution system to accommodate the
applications for the connection of any REG plant over the forecast period of the DSP. NBHDL has
budgeted $16,000 of capital investment for the installation of SCADA systems at the upgraded MS9
substation (to be MS22) in 2015 as well as funds to connect one or two FIT projects per year to the

distribution grid.

Regional Planning

In preparing its Distribution System Plan, NBHDL requested a letter from Hydro One confirming the
status of regional planning for the “North/East of Sudbury Region” regional planning areas in which
NBHDL is located. Hydro One provided an update on the status of Regional Planning on April 2,
2014 confirming that the Regional Planning Process (RPP) has not been initiated and a Regional
Infrastructure Plan (RIP) has not been developed within these regions. Hydro One expects that
Regional Planning will be initiated in fourth quarter of 2015. Upon the initiation of a RIP or RPP,
NBHDL anticipates it will incorporate such consultation processes in future capital expenditure

planning processes and future rate applications as necessary.
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E. Operations, Maintenance and Administration Expense (Exhibit 4)

NBHDL is proposing recovery through distribution rates of $7,004,844 in Operating, Maintenance
and Administration (OM&A) costs for the 2015 Test Year.

OM&A expenditures in the 2015 Test Year of $7,004,844 represents an increase of $1,339,435 or
24% over the 2010 Board Approved OM&A expenditures of $5,665,409 adjusted for $15,000 of

LEAP. The following Table 1-25 summarizes the changes.

Table 1-25: OM&A for 2010 Board Approved and 2015 Test Year.

2010 Board | Primary Core
OM&A Approved Objectives

Opening Comparative OM&A $ 5,665,409
Salaries, Wages & Benefits 747,263 All
Customer Engagement 82,000 1,2,5
Bad Debts (78,921) 4
Real Time Operating Pilot (85,000) 5
Business and Strategic Planning 100,000 6
Regulatory Applications and Assessments 68,192 5
IT Systems & Mtce 97,392 4
Smart Meters 106,753 5
Operational Review 41,600
Substation Preventative Mtce Contractors (171,607) 4,3,2
Vegetation Management 346,655 2,3,4
Other Miscellaneous programs 85,109 4
2015 Test Year OM&A $ 7,004,844

The proposed OM&A expenditures for the 2015 Test Year have been derived through a detailed
budgeting and business planning process aligned to meet NBHDL's core business objectives. These
expenditures are required to allow NBHDL to maintain the distribution business service quality and
reliability standards in compliance with the Distribution System Code and other regulatory bodies
(IESO, OPA, Ministry of Energy, ESA, etc.). The OM&A costs in the 2015 Test Year reflect the
resourcing mix and investments required to meet customer and broader public policy requirements
for the duration of the 4™ Generation IRM plan term. Without this resourcing and investments,

NBHDL will struggle to meet the 2015 and future workloads.
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NBHDL used an inflation rate of 2% where the expense increase could not be specifically identified
for non-wage related expenses, which is within the range of rates set out in TD’s June 2014 quarterly

economic forecast. Inflationary impacts are not material enough to be identified separately.

NBHDL has experienced significant changes in its business environment since the last cost of
service application in 2010. Customers, or at least their expectations, have changed. Also, NBHDL
has had to adapt to respond to and/or implement multiple provincial policies. NBHDL'’s business has

changed as a result.

Customer demand for services has increased. Inbound and outbound call volumes have increased
by 66%, locates have increased 55% and collection work orders have increased by 60%. Demands
for direct access to staff have also increased from customers. As a result, customers’ walk-in visits to
NBHDL's office are at an estimated 15,000 — 20,000 times each year to pay bills, set up an account
or to have their questions answered directly. Further, hundreds of customers want their questions
answered on electrical supply or capacity changes at their home or business. Many times this

requires a visit from NBHDL staff as customers expect a very rapid response.

NBHDL has been required to support a number of provincial policy initiatives, including, but not

limited to:

i) mandatory purchase and deployment of smart meters and conversion to time of use billing;

ii) mandatory framing of time of use billing data through the provincial meter data management
repository;

iii) mandatory cost prudence review of smart meter spending;

iv) implementation of the Green Energy and Green Economy Act, 2009 including the increased

focus on renewable generation at homes and businesses and encouragement of smart grid

activities;
V) implementation of Low Income Energy Assistance Program;
Vi) new options and assistance for low income customers;
Vii) mandatory customer service rules including new collection obligations;
viii) mandatory, as a condition of maintaining a Distributor’'s Licence, achievement of demand

and energy conservation results 2011-2014;

iX) development of plans/targets for a new CDM framework for the 2015-20 period;

X) renewed Regulatory Framework with its incremental requirements around asset planning,
customer engagement, reporting, rate setting and maintaining a score card;

Xi) new and incremental reporting requirements to the OPA, IESO, the Board and the ESA,;
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Xii) master Agreement with the OPA on conservation program delivery including audits by OPA
or their representatives; and

Xiii) Long Term Energy Plan which sets out a framework for nuclear power, renewable energy,
conservation, rate mitigation, regional planning and energy innovation. Each of the above
policies impose customer and resource requirements for them to be successfully
implemented and supported. Often, the extent of such resourcing and customer service

requirements were not known until the policies were implemented.

NBHDL has experienced significant turnover in staff positions. Between 2008 and 2011, NBHDL
experienced 50% turnover in staff positions. Between 2012 and 2014, there was an additional 16%
turnover. Another 25% turnover is expected over the next 5 years, the majority result from
retirements. As a result, in 10 years, over 90% of the positions in NBHDL will have experienced
turnover. Given the specialization of the industry, it can take several years for new staff to become

proficient in completing tasks safely.

NBHDL currently has a complement of 48 employees and will maintain this complement level to
deliver the 2015 Test Year programs. One of NBHDL’s core business objectives is to maintain
consistent staffing levels in accordance with its succession plan. To achieve this objective, NBHDL is

managing to a target of maintaining 50 full-time employee equivalents or less.

In this context, the main drivers for increased OM&A costs include:

e Increased salaries, wages and benefit costs charged to OM&A. Wages for unionized staff
have been trending upwards at 2.8% per year. Benefit costs have increased in particular as
a result of significantly higher OMERS pension costs. In total, compensation charged to
OM&A has increased by $747,263 or 29% from the 2010 Board Approved amount of
$2,539,261.

e Increased customer engagement costs.

e A need to update and provide ongoing support for NBHDL's strategic and business planning
processes.

e Increased regulatory expenses with the demand for reporting in order to ensure compliance
in a complex environment and completion of annual incentive rate mechanism filings and
cost of service applications.

e Increased information system technology costs in light of the significant technological
changes in the electricity sector as well as the need for maintenance and improvement in
NBHDL's core systems. Also there is a requirement for increased security and security

audits to protect sensitive information.
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e New smart meter costs to operate and maintain the AMI system and to settle through

provincially mandated systems.

e The need for an Operational Review in the Engineering and Operations Departments to
improve efficiency and continuously improve operations.

e Increased vegetation maintenance costs to establish proper rights of way to maintain system

reliability and customer safety.

These costs have been offset from savings in bad debt, real time operating pilot and substation

preventative maintenance activities.
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F. Cost of Capital (Exhibit 5)

NBHDL has prepared its Application in accordance with the Board's guidelines provided in the
Report of the Board on Cost of Capital for Ontario’'s Regulated Utilities (the “2009 Report”) issued on
December 11, 2009. For the purposes of preparing this Application, NBHDL has used the cost of
capital parameters issued by the Board on November 25, 2013 for 2014 cost of service rate
applications for rates with effective dates in 2014. NBHDL acknowledges that the Board issued cost
of capital parameters on November 20, 2014 for rates with effective dates in 2015, however because
the Application was largely complete at this time NBHDL did not proceed to update the cost of capital
parameters in the Application. NBHDL will update its cost of capital parameter to reflect the Board
issued cost of capital parameters on November 20, 2014 for rates with effective dates in 2015 prior
to the issuance of the Board’s decision for its Application. NBHDL proposes no deviations from the

Board'’s cost of capital methodology.
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G. Cost Allocation and Rate Design (Exhibit 7)

NBHDL has not deviated from the Board’s cost allocation and rate design methodology. In addition,

there are no significant changes proposed to revenue-to-cost ratios and fixed/variable splits.

Cost Allocation

The data used in the updated cost allocation study is consistent with NBHDL's cost data that
supports the proposed 2015 revenue requirement outlined in this Application. The breakout of
assets, capital contributions, depreciation, accumulated depreciation, customer data and load data
by primary, line transformer and secondary categories were developed from the best data available

to NBHDL, its engineering records, and its customer and financial information systems.

In accordance with the Report of the Board “Review of Electricity Distribution Cost Allocation Policy,
dated March 31, 2011", whereby the Board stated that “default weighting factors should now be
utilized only in exceptional circumstances, NBHDL has developed and utilized its own weighting
factors for the purposes of preparing the Cost Allocation Model. The 2015 Cost Allocation Study has

resulted in a change in the cost allocations by rate class resulting for NBHDL'’s weighting factors.

As shown in Table 1-26, the resulting 2015 cost allocation study indicates the revenue to cost ratios
for Street Lighting and Unmetered Scattered Load are outside the Board’'s range. For 2015, it is
proposed these ratios be brought within the Board’s range and General Service 50 to 2999 kW be

adjusted upward to maintain revenue neutrality.

Table 1-26: Revenue to Cost Ratios.

2015 Updated 2015 |2016 to 2019 Board

Cost Allocation | Proposed | Proposed Targets
Rate Class Study Ratios Ratios Min to Max
Residential 100.3% 100.3% 100.3% 85.0% 115.0%
General Senvice < 50 kW 110.2% 110.2% 110.2% 80.0% 120.0%
General Senice 50 to 2999 kW 85.1% 86.3% 86.3% 80.0% 120.0%
General Senice 3000 to 4999 kW 99.5% 99.5% 99.5% 85.0% 115.0%
Street Lighting 127.0% 120.0% 120.0% 70.0% 120.0%
Sentinel Lighting 114.3% 114.3% 114.3% 80.0% 120.0%
Unmetered Scattered Load 180.0% 120.0% 120.0% 80.0% 120.0%
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Rate Design

NBHDL is proposing that it is appropriate to maintain the same proportion of fixed and variable
revenues reflected in the current 2014 distribution rates to design the proposed 2015 monthly service
charges and distribution volumetric charge. Table 1-27 outlines a comparison of the 2014 current to

the 2015 proposed distribution rates.

Table 1-27: Distribution Charges.

Distribution Volumetric Charge incl
Monlthly Service Charge Transformer Allowance
Unit of 2014 2015

Rate Class 2014 Current (2015 Proposed |% Difference [Measure| Current | Proposed | % Difference
Residential 14.64 $16.85 15.1% kwh $0.0131 $0.0151 15.1%
General Senice < 50 kW 21.69 $24.96 15.1% kWh $0.0167 $0.0192 15.1%
General Senice 50 to 2999 kW 293.97 $343.63 16.9% kw $2.0966 $2.4213 15.5%
General Senice 3000 to 4999 kW 5,844.10 $6,725.12 15.1% kw $1.1150 $1.1926 7.0%
Street Lighting 4.88 $5.28 8.2% kw $26.1255 | $28.2589 8.2%
Sentinel Lighting 4.42 $5.09 15.1% kw $15.4370 | $17.7642 15.1%
Unmetered Scattered Load 7.03 $5.24 (25.5%) kWh $0.0162 $0.0121 (25.5%)
Transformer Discount kw ($0.60) ($0.60) 0.0%

The percentage increases for General Service 50 to 2999 kW and General Service 3000 to 4999 kW
are not the same for the monthly service charge and the distribution volumetric charge as it is in the
other classes. This results from the distribution volumetric charges being impacted by the

transformer allowance adjustment which has remained the same from current to propose rates.



N o o~ WDN

North Bay Hydro Distribution Ltd.
EB-2014-0099

Exhibit 1

Page 49 of 107

Filed: December 12, 2014

H. Deferral and Variance Accounts (Exhibit 9)

As outlined in Exhibit 9, NBHDL is requesting approval for the disposition of Group 1, Group 2 and
Other Deferral and Variance Accounts in the amount of $2,951,065 owing to customers. This
includes an RSVA — Global Adjustment amount of $419,716 being owed to NBHDL by Non-RPP
customers only. The remaining amount of $3,370,781 is owed to all customers. NBHDL is
proposing a one year disposition period for all Deferral and Variance Accounts and is not requesting

any New Deferral and Variance Accounts.
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I. Bill Impacts

In preparing this application, NBHDL has considered the impacts on its customers, with a goal of
minimizing those impacts. Based upon the customer bill impacts, as summarized in Table 1-28

below under Bill Impacts, NBHDL is not proposing rate mitigation.

Table 1-28: Bill Impacts.

) : ) 2015 . Bill
2014 Dist 2015 Dist n Bill 2014 Total . Bill Impact
Rate Class kWh kW Bill $ Bill $ $ Difference Impact % Bill $ TOtafjls Bill $ Im&act
100 $18.63 $18.52 ($0.11) (0.61%) $32.38 $32.39 $0.01 0.02%
250 $20.57 $19.71 ($0.85) (4.16%) $52.92 $52.36 ($0.57) (1.07%)
500 $23.79 $21.70 ($2.09) (8.78%) $87.16 $85.63 ($1.53) (1.75%)
_FfregiL‘}e”“a' 800 $27.66 $24.23 ($3.43) (12.41%) $128.23 $125.71 ($2.52) (1.96%)
1,000 $30.24 $25.86 ($4.38) (14.48%) $155.62 $152.38 ($3.24) (2.08%)
1,500 $36.69 $29.94 ($6.75) (18.40%) $224.08 $219.03 ($5.04) (2.25%)
2,000 $43.14 $34.02 ($9.12) (21.14%) $292.55 $285.70 ($6.85) (2.34%)
1,000 $49.24 $39.83 ($9.41) (19.11%) $173.98 $166.63 ($7.35) (4.23%)
2,000 $65.74 $52.78 ($12.96) (19.71%) $313.60 $304.86 ($8.74) (2.79%)
-GTSO<U50 KW 1 5000 $115.24 $91.64 ($23.60) (20.48%) $732.48 $719.55 ($12.94) | (L.77%)
10,000 $197.74 $156.39 ($41.35) (20.91%) | $1,430.62 | $1,410.71 | ($19.91) | (1.39%)
15,000 $280.24 $221.15 ($59.00) (21.08%) | $2,128.75 | $2,101.86 | ($26.89) | (1.26%)
G5 50. 20,000 60 $418.31 $320.50 ($97.81) (23.38%) | $2,711.72 | $2,722.89 | $11.17 0.41%
2,999 kw 40,000 100 $501.21 $305.08 ($196.13) (39.13%) | $4,993.12 | $4,977.58 | ($15.54) (0.31%)
cs3000. | 990000 | 3000 | $9,133.00 | ($858.69) | ($9,991.69) | (109.40%) | $110,442.28 $l°gf36' ($2,006.28) | (1.82%)
4999KW 11 800,000 | 5000 | $11,325.60 | ($5,914.57) | ($17,240.17) | (152.22%) | $208,847.70 $2°g’3880' ($3,966.87) | (1.90%)
Unmetered
Scattered 150 $9.43 $5.98 ($3.45) (36.57%) $26.66 $23.17 ($3.49) | (13.09%)
Load
Street o o
Ciohing 150 1 $30.55 $44.02 $13.47 44.09% $50.00 $50.14 $0.14 0.29%
Sentinel o o
Ciahting 150 1 $19.98 $17.09 ($2.89) (14.47%) $38.90 $36.04 ($2.85) (7.34%)
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Incorporated in the overall monthly bill impact is the effect of the following major components of the

electricity bill:

e Distribution rates (monthly service charge and volumetric rates);
e Disposition of deferral and variance accounts:

e Revised Retail Transmission rates;

e Wholesale Market Service rates; and

e Loss Factors.
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RRFE OUTCOMES

This Section details the steps NBHDL has taken in respect of each of the Board's four RRFE
outcomes. In connection with the RRFE outcomes, the Board issued a scorecard to NBHDL on

September 24, 2014, which is attached as Appendix 1-I.

Customer Engagement and Customer Focus:

Customer engagement has always been important to the success of NBHDL. Engagement
processes have focused on addressing issues of concern raised directly by customers. These issues
are addressed according to how NBHDL's customers prefer to be served and engaged. For

example, in 2013:

e 27,446 inbound phone calls were answered by NBHDL customer service staff on 22 different
topics of concern to customers including account information, services such as eBilling, TOU

rates, outages, conservation programs, payment, bill components, etc.;

e 12,359 outbound calls were made on various issues with the majority on collection issues;

e 3,678 locates were completed to allow customers to safely build on their property without

danger of electrical contact;

e Many customers have requested paperless electricity bills and in 2013, 4,562 customers had

signed up for eBilling;

e Many customers have expressed an interest in reviewing their electricity consumption and

5,395 have signed up to use a web portal to look at TOU data;

e Customers are very interested in conservation and over 950 small businesses out of a
population of approximately 2,600 have participated, and over 137 projects have been

completed with larger businesses out of a population of over 250;

e Bill inserts and on-bill messaging is included monthly in/fon the bill according to topics of
interest and relevance to customers. For example, a recent insert included the
saveONenergy Peaksaver Plus and the Coupon Booklet promoting consumer conservation

programs;

e Thousands of customers are contacted each year to discuss vegetation management

activities that will be performed on their property; and
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e Customers are contacted and engaged on pole-line rebuilds or major construction projects
(for example, in the recent re-build of a neighborhood, approximately 500 customers signed

off and agreed to construction activities planned on their property - customers want, expect
and deserve to be engaged in construction projects as this is the most visual impact of the

electricity business for most customers).

NBHDL has also made significant efforts to engage the largest energy consumers in the City of
North Bay to work on issues of importance to them. These engagement issues include electricity
rates and pricing, billing inquiries, electrical supply concerns, demand response, energy
conservation, metering and sub-metering, monitoring and changing electricity demands. NBHDL's
experience with this approach is that larger electricity consumers are very busy with their core
responsibilities and they have a tolerance for the right amount of engagement that benefits their

business.

In particular there are two customer engagement processes with larger customers that have
emphasized the importance of working together. Over a three year period, NBHDL has worked
closely with the local hospital to develop a cogeneration project. NBHDL provided technical
assistance to develop the best concept, financial assistance to understand cost/benefit and working
with the Ministries of Energy and Health to obtain the necessary approvals to allow this project to
proceed. NBHDL worked with several different Ministers of Energy, Ministry of Energy staff and the
Ontario Power Authority Board and staff to have cogeneration deemed an energy efficiency
technology that was eligible for funding under provincial conservation programs. Despite the Minister
of Energy identifying cogeneration as a qualifying energy conservation technology back in 2004, it
took until late 2013 for the OPA to provide confirmation of eligibility. NBHDL was persistent though in
the customer’s cause as the project was required to provide more back up power during extended
grid outages so the hospital could continue with critical care, meet energy efficiency targets, provide

more robust thermal supply and hedge costs against volatility.

NBHDL worked with a local large industrial customer on an engagement process to address their
concerns about Global Adjustment costs. With larger electricity consumers, Global Adjustment costs
are one of the most significant components of the bill and have been increasing at a significant rate.
Without changes this customer, a significant driver in the local economy, would eventually go out of
business. NBHDL worked closely with the customer to understand their operation and electrical load
profile. NBHDL had new metering and sub-metering installed so the customer could manage loads
on a real time basis. NBHDL worked with the customer, the Ministry of Energy, Ministry of Northern
Development and the IESO to have Global Adjustment costs more fairly allocated to this class of

customer. The IESO implemented new rules on Global Adjustment allocation earlier this year.



10
11
12
13
14
15
16
17

18
19

20
21
22
23

24

25
26
27
28

North Bay Hydro Distribution Ltd.
EB-2014-0099

Exhibit 1

Page 54 of 107

Filed: December 12, 2014

NBHDL is working closely with the customer to understand the new rules and the importance of load

profile management.
i. Formal Customer Engagement Surveys

As NBHDL was working through development of its Application in the fall of 2013 both residential
and business customers were surveyed to further understand their issues and concerns. Overall

customers indicated a high level of satisfaction with reliability and service.

The reports on the surveys and results can be found in Appendices 1-A to 1-A.7.

UtilityPULSE Customer Satisfaction Survey

The UtilityPULSE Survey reviewed responses from 412 households and small businesses who pay
or look after the electivity bills from NBHDL. A copy of the UtilityPULSE Customer Satisfaction
Survey is included at Appendix 1-A.6. Overall NBHDL was at or above Ontario industry results on
customer service metrics. NBHDL received an overall “A” rating for customer care, company image
and management operations. Notably, 85% of the respondents agreed that NBHDL is a trusted and
trustworthy company, with 89% of the surveyed customers reporting that NBHDL quickly handled
outages and restored power; 84% reporting that NBHDL conducts accurate billings; 82% reporting
that NBHDL dealt professionally with customers’ problems; and 80% reporting that NBHDL quickly

dealt with issues that affect customers.

NBHDL customers reported that NBHDL's priority investments should include the following items as

“high priority”:

e  79% maintaining and upgrading equipment;
e 77% reducing the time needed to restore power;
e  75% educating customers about energy conservation; and

e 68% investing more in the grid to reduce the number of outages.

Residential Customer Survey Summary

Between August and September 2013, 876 residential customers (4%) participated in a 14 question
survey on reliability, electricity costs, customer service levels, service preferences (underground
versus overhead), green electricity, bill format and how NBHDL might better serve these customers.

A copy of this report is attached in Appendix 1-A.2.
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To get customers to participate in the survey, NBHDL included a bill insert in customer bills, added a
link to the NBHDL website, advertised in the local paper (the Nugget) and on the local radio stations
(the Moose FM and Rogers Radio), and made direct calls to customers. A $500 bill credit was used

as an incentive to get customers to fill out the survey.

Lower costs continued to be a key concern of residential customers. Overall the feedback on
reliability was positive with 93.3% of participants having no complaints about reliability and 97%
believing that responding to outages within 30 minutes was a reasonable service level. The survey
also indicated that nearly 66% of customers were not aware that 75% of the bill was from sources
other than NBHDL.

Business Customer Survey Summary

In November 2013, NBHDL completed a survey of 101 business customers to further assist with
development of the DSP in a manner that is inclusive of customer issues. A copy of this report is also
attached in Appendix 1-A.1. Customers had a high opinion of NBHDL and 77% had no complaints

about reliability and system performance.

As with the residential survey, 68% of participants were not aware that the majority of their bill was

from sources other than NBHDL.

In summary business customers most important issues were:

e Better prices/lower rates 77.2%

e Educate customers on how to reduce costs 41.6%

e Make consumption data available on a real time basis  40.6%

There is a high degree of satisfaction with reliability and service from residential customers (93.3%),

and slightly less with business customers (77%).

Joint Chamber of Commerce Business Customer Survey

NBHDL worked on a joint survey with the local Chamber of Commerce to further explore business
customer issues. This is an on-line survey with questions on forecasted changes in electricity use by
customers, conservation opportunities and programs, customer satisfaction, communication

preferences and reliability. A total of 74 business customers responded to the online survey as of
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May 22, 2014. A summary of this Joint Chamber of Commerce Business Customer Survey is
included at Appendix 1-A.3.

Further Engagement Based on Survey Results

In response to these surveys, NBHDL engaged a local marketing and communications firm to

implement a multi-media program to begin to address issues raised by customers.

1. Business Engagement Session Summary — On May 8, 2014, NBHDL held a customer
engagement session with business and institutional customers at the Hampton Inn in North
Bay, Ontario. Eleven (11) business owners and managers were randomly assembled. There
were no incentives offered, other than light beverages and snacks. The session was hosted
by NBHDL’s communications consultant. No representatives from NBHDL were present in
the room for the session. The purpose of the business engagement session was to generate
feedback from local businesses and learn what NBHDL can do to improve its services and
communications. A summary of this business engagement session is included at Appendix
1-A4.

2. Residential Engagement Session Summary — On June 10, 2014, NBHDL held a customer
engagement session with residential customers. Twenty five (25) participants attended. The
session was hosted by NBHDL's communications consultant and its purpose was to
generate feedback from residential ratepayers and learn how NBHDL can improve its
services and communications. Customers were asked to review the results of the customer
surveys and were asked for their comments on each question/response. Customers were
also asked to respond to 3 question: (1) “How can we serve you better?”; (2) “What do you
want to know about North Bay Hydro?”; and (3) “What is the best way to communicate with

you?”. A summary of this residential engagement session is included at Appendix 1-A.5.

3. Engagement Sessions on Vegetation Maintenance Program — In late spring of 2014,
NBHDL began to receive more inquiries from customers than normal regarding its vegetation
management program. NBHDL arranged to speak with community environmental leaders
and customers on whether changes and improvements were warranted. In response NBHDL
changed its program to include stump removal in the urban part of the City of North Bay.
NBHDL also engaged a local environmental group to assist with a series of formal customer
engagement sessions which were held in September 2014. The purpose of these meetings
which were held on 4 different dates across the City was to identify how the program could
be improved. Customers have offered ideas on how customer service could be improved,

how customers could become better educated and how efficiency could be improved. The
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local environmental group is working on summarizing proposed changes which will be
further reviewed with customers later this fall. Longer term changes will be introduced with

the 2015 planned program.

Please refer below for a discussion of the additional customer engagement activities which have

been undertaken by NBHDL which are specific to the proposals set out in this Application.

Future Activities

Many steps have been taken throughout 2013 and 2014 to create the foundation for more customer
engagement particularly on the role of NBHDL and how customers and the broader community are
served. On-bill messaging, bill inserts, television advertising, re-formatting the bill and general radio
and newspaper advertising has been utilized to assist with the education process and to address top

customer priorities.

One of the first actions taken was to implement a web based tool for customers to look at system
status during outages which includes a social media link so NBHDL can make real time comments

on system condition.

Also in 2014, NBHDL implemented a specific customer engagement initiative to work with customers
on how the vegetation maintenance program can be improved. Some early changes have already
been implemented and NBHDL will make longer term changes once this initial consultation process

concludes later this fall.

In 2015, NBHDL has committed to continue implementing a more formal customer engagement
program that commenced in 2014. This will include a multi-media approach with more focus on
campaigns that are relatively short in duration, between 30-60 days and cover a variety of topics of
interest to customers. NBHDL is also committed to continued use of formal surveys to measure
customer service and satisfaction levels. North Bay is a relatively small City and NBHDL enjoys
significant interaction with its customers. Lessons learned from 2014 will be applied to make

customer engagement even more effective in the future.

Future annual customer surveys and quality assurance programs will act as a compass to guide the

business and support continuous improvement.

ii. Municipal Government Consultations

NBHDL interacts with the City in a number of different ways and each interaction helps in the

coordination of infrastructure planning and the connection of customers in a timely fashion.
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The first form of consultation is the annual utilities meeting held by the City’s engineering department
in late January/early February. All utilities that provide service in the City are invited to the meeting
where the City reviews their updated 10 year capital plan with emphasis on what projects are
scheduled for the current year. The utilities that participate are also invited to share their capital

plans again with emphasis on the current year, an opportunity NBHDL takes advantage of.

Although specific details about the City projects are rarely available at the time of the annual meeting
and therefore scheduling and/or budgeting the projects is not a feasible deliverable from the meeting,
the awareness of what projects are on the horizon provides the opportunity to familiarize with and
prepare for the projects. It also provides the NBHDL engineering department with a list of projects to
keep an eye on, and allows for coordination of any infrastructure plans NBHDL has to be integrated
into the City plans. The meeting does not have a direct effect on the DSP investment level as a
historical average is used to calculate the spend for system access which is where road relocations
and city required infrastructure investments are quantified, but it aids in the coordination of NBHDL'’s

infrastructure planning.

The second consultation process is the involvement of NBHDL on the City Development and Review
Team (DART) where representatives from all utilities, City departments (public works, parks and rec,
economic development, fire, etc.) and local agencies (MTO, North Bay and Mattawa Conservation
Authority, etc.) review applications put forth to the City that involve new development/servicing,
zoning changes, and site plan and control. NBHDL was invited by the City back in 2006 to join the
process. The main goal of the team is to identify and communicate to potential developers, property
owners, local design firms, any show stoppers that may be present with what is being proposed
before substantial time and money is invested. This is an extremely helpful process as it provides the
end user with issues that must be addressed upfront and at the same time provides NBHDL with
advanced notice of upcoming developments and proposals allowing for the better planning of work
and the timely connection of new customers. This interaction does not affect the DSP investment
level, but contributes to successfully meeting the required Distribution System Code (DSC)

connection timelines and enhances customer communications and interactions.

The last form of consultation is with the City economic development office. This interaction is not
formal, but is very important. A strong relationship exists between NBHDL and the economic
development office and provides the City with the ability to easily obtain information that helps in
attracting new development into the NBHDL service territory. The communication is typically initiated
by the City and does not have an impact on the DSP investment levels, but represents a

communication path that promotes the connection of customers and provides valuable insight into
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projects that may be on the horizon, which all leads to better planning and execution of system

access related projects for NBHDL.

iii. Consultations with CDM Program Partners

NBHDL has been offering OPA prescribed save-ON-energy CDM programs from 2011-2014, that
have extended partly into 2015 as LDC's in the province prepare to transition to a new 6 year
framework. As per the Minister of Energy’s directive on Conservation and Demand Management
dated March 31, 2014, NBHDL will work together with its regional LDCs to develop a refined delivery

model that best suits regional needs.

Stakeholder consultation will be a key component to the new conservation delivery model and the
first stage of this will include consultation with the OPA alongside member LDC's to identify
programs best suited to be delivered at a provincial scale versus programs that are specific to

meeting regional needs.

Member LDC's will evaluate their conservation delivery experience, impact of anticipated load
growth, benefits of collaboration with regional LDCs, and carry out market research with all customer
classes. A higher emphasis on residential conservation programs will be placed in the new delivery
model as the previous framework provided limited opportunity to provide services to the residential

customer class.

iv. Consultations with the Transmitter (Hydro One)

NBHDL belongs to the “North/East of Sudbury Region”, for which Hydro One Networks Inc. (HONI) is
the lead transmitter. HONI is primarily responsible for steering the regional planning in this region
and NBHDL has requested HONI for the regional planning status. A letter from HONI was received
confirming that the regional planning process has not been initiated nor has a Regional Infrastructure
Plan (RIP) been developed for the sub-region within the North/East of Sudbury Region affecting
NBHDL. HONI also stated in the letter that the Regional Planning process for the North/East of
Sudbury Region is expected to be initiated in fourth quarter of 2015. The letter from HONI is attached
in Exhibit 2, in Appendix J of the DSP.

Since there are no transmission capacity constraints to deter new connection, including micro-FIT
and FIT connections, there are no adverse impacts of the regional planning process being put off

until 2015 on NBHDL's distribution system operations.
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v. Consultations with the Embedded Distributor (Hydro One)

NBHDL has consulted with Hydro One Networks Inc. with respect to their capacity and renewable
generation requirements. Hydro One Networks Inc. has confirmed they have been consulted with on
this issue, requires no information from NBHDL at this time and there are no significant new load
requirements on their embedded supply points. Hydro One Networks Inc. has further indicated there

are no active or pending renewable generation requests at this time on their embedded points.

Consultations specific to the Application:

In response to the Board’s Filing Requirements to engage customers on the specific proposals
contained in this Application, in the summer of 2014 NBHDL retained Innovative Research Group,
Inc. (“INNOVATIVE") to design, collect feedback and document its customer engagement and
consultation process as part of the development of this Application. NBHDL asked that customers be

engaged on both NBHDL's capital infrastructure and operational plans.

A complete copy of the INNOVATIVE Customer Engagement Report is attached as Appendix 1-A.7.

In general, the consultation encompassed two core elements of customer engagement.

1. General Service and Residential Consultation Groups: This qualitative phase of the
consultation was designed to educate customers, assess their preferences and priorities,
gauge reaction to proposed rate changes, and ultimately inform the quantitative phases of
the consultation. The groups were randomly recruited and held in North Bay. A workbook
was used to provide the participants with core information customers about both the
provincial and local electricity system, NBHDL'’s proposed capital investment and operating
spend to maintain system reliability, as well as the rate impact for each respective rate

classes. Participants were provided incentives in recognition of their time commitment.

2. Random Telephone Surveys: INNOVATIVE conducted telephone surveys with residential
and general service (GS < 50kWh) customers to provide a quantitative assessment of key
aspects of the system plan. Customer lists for both respondent groups were provided by
NBHDL and the sample was randomly-selected by INNOVATIVE.

The outcome of the consultations resulted in findings on the needs and the preferences of NBHDL's
general service and residential customer base. The overview includes feedback from 18 customers
who participated in the qualitative stage of the consultation where INNOVATIVE explored the range

of issues related to NBHDL's rate application, as well as feedback from another 605 customers who
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contributed to the quantitative stage where INNOVATIVE documented the incidence of needs and

preferences across the customer population.

1. Affordable electricity costs

It is true that many customers are feeling a “financial pinch” when it comes to their electricity bills.
However, just as many customers are able and willing to pay more if that means maintaining system

reliability.

When it comes to the impact on household finances and the bottom line, a number of customers

indicate that their electricity bill has a significant impact:

e 57% of residential customers agree that “The cost of my electricity bill has a major impact on

my finances and requires | do without some other important priorities”;

o While 63% of GS customers agree that “The cost of my electricity bill has a major impact on
the bottom line of my organization and results in some important spending priorities and

investments being put off.”

Yet, at the same time, when considering the cost of reliable electric service, a majority of customers

say they are willing to pay a bit more if that means better service reliability.

o 57% of residential and 52% of GS customers agree that “I'm [my organization would be]

willing to pay a bit more for my electricity if it means better service reliability.”

Furthermore, most claim to be able to pay more for electricity but have concerns about the impact a

rate increase will have on others.

o 56% of residential and 63% of GS customers agree that “I [my organization] can personally
afford to pay more for electricity, but | am worried about the impact this will have on others

[some of my suppliers and customers]”.

Finally, when it comes to legacy issues, a large majority support spending more to maintain the local

distribution system for future generations.

o 77% of residential and 84% of GS customers agree that “Nobody likes to pay more for
electricity, but | think we have an obligation to maintain the reliability of our local electrical

system for future generations.”
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2. Reliability of service

The qualitative consultation activities spent additional time exploring the impacts of outages on
customers, acceptable frequencies, and durations of outages. Those findings are detailed in the

following section, in the qualitative phase of the customer consultation.

The telephone surveys built on the qualitative feedback and asked questions about customer

preferences on the trade-off between cost and reliability.

While 85% of residential respondents and 78% of GS respondents experienced at least one power
outage in the past 12 months, the overall impact on households and businesses was relatively

insignificant. Asking respondents to think back to their most recent power outage:

e 68% of residential respondents said the outage caused a minor inconvenience, while 23%

said it caused no inconvenience at all.

o 31% of GS respondents said the outage caused a minor cost to their business, while 54%

said it had barely any costs at all to their business.

When it comes to system reliability, a majority of residential and GS customers want to see

continued spending on upgrades and maintenance.

Regarding frequency of outages:

e Almost one-in-four (23%) residential respondents think NBHDL should spend what is needed
to reduce the number of power outages and half (53%) think they should spend what is
needed to maintain the current level. Only 14% state that NBHDL should accept more power

outages in order to keep customer costs from rising.

e General Service customers respond similarly on how to address the number of outages:
29% think that NBHDL should spend what is needed to reduce the number of power outages

and 45% say they should spend what is needed to maintain the current level.

Regarding duration of outages:

e Three-quarters (78%) of residential respondents think NBHDL should spend what is needed
to either reduce (26%) or maintain (52%) the duration of power outages. Only one-in-six

(16%) think that NBHDL should accept longer power outages to keep costs down.
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e Similar proportions of General Service respondents think that NBHDL should spend what is
needed to reduce (33%) or maintain (46%) the length of power outages. No significant

differences arise within region or consumption.

Survey respondents were informed of NBHDL’s proposed capital investment required to maintain

system reliability and then asked to think about reliability in terms of bill impact.

e Six-in-ten (59%) residential customers and 37% General Service customers believe that
NBHDL should invest in aging infrastructure to maintain system reliability, even if it means

their bills may increase.

When informed that an estimation of up to 25% of all power outages among NBHDL customers are
caused by wire contact with trees, the policy of establishing a 15 foot tree clearance from either side
of overhead power lines is supported by a large majority of both residential (82%) and GS (81%)

respondents.

However, when it comes to NBHDL's impact on the city’s tree canopy, opinions are mixed between

residential and GS customers:

e 56% of residential customers and 37% of GS customers disagree with the following
statement: “while North Bay Hydro’s policy of tree trimming and tree removal is designed to
lower the number of customer power outages, they're going too far in removing the City’s

tree canopy”.

3. Assistance to reduce consumption and thereby costs

It's very clear that customers want to see NBHDL help reduce electricity consumption and costs, as

revealed by the quantitative component of the customer consultation:

o 83% of residential and 73% of GS customers agree with the statement: “I think North Bay
Hydro should do more to help customers find ways to reduce their electricity consumption

and costs”.

4. Professional interactions with highly skilled and experienced personnel

As noted in the qualitative phase of the consultations, a number of customers expressed a general
concern over a perceived trend in the loss of skilled labour from North Bay to southern Ontario and
other jurisdictions and questioned if this was having an impact NBHDL and its ability to maintain the

local distribution system.
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Elements of this sentiment were subsequently tested in the quantitative phase of the consultation:

e Six-in-ten (59%) residential respondents and nearly half (49%) of GS respondents believe
that it is important for NBHDL to retain and attract experienced and qualified workers to

operate the system by paying a wage that is competitive but within industry benchmarks.

e Furthermore, 55% of residential customers and 56% of GS customers agree with the
following statement: “Skilled hydro workers are sought out throughout North America and
Ontario. If North Bay Hydro does not pay the people who maintain our local distribution
system a competitive salary, we risk losing the most qualified and experienced hydro

workers to southern Ontario”.

It's clear that, in most cases, customers expect the utility to pay a competitive wage to ensure that

the system is operated by skilled and experienced personnel.

5. Communications through a variety of media including phone, internet, social media, in-person and

email

While not tested in the quantitative phase of the customer consultation, a number of customers in the
qualitative phase of the consultation suggested that NBHDL invest more in communication and the
channels they use to reach customers. This was a particularly salient point when it came to

communicating during power outages and letting customers know when power would be restored.

Aside from communicating around power outages, there were mixed opinions among customers
when it came to levels of customer service and the perceived associated costs. Some customers
suggested that NBHDL's call centre should be staffed “24-7”, while others argued that they would be

unwilling to pay for that level of service.

Ultimately, when it comes to communications with NBHDL, customers placed a lot of value on their

time and having the ability to communicate through their preferred channel.

6. Proactive communications when there are unplanned outages

While the majority of participants are generally satisfied with the service they receive and find the
number of outages to be acceptable — when probed for areas of improvement — many said they
would like to see NBHDL provide better communications around power restoration. This is a
particularly salient point among GS customers, whose business operations can be seriously affected
by power service interruptions. In the event of an outage GS customer need to make decisions

based on the information provided by NBHDL to minimize the impact to their bottom-line: i.e. do they
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send staff home, cancel a shift of workers, or wait until power is restored? GS participants suggested
that more reliable estimations of when power would be restored, and more communication channels

in which to access this information would be helpful.

While improved communications from NBHDL on power restorations was also mentioned by
residential customers, the urgency or importance of such process enhancements did not appear as

strong when compared to the GS group.

7. Business to be customer centric including timely service that solves their problems

While not tested specifically in the quantitative consultation phase, there was certainly an observed
directional desire for improved planning, timely service, and communications in the qualitative phase

of the customer consultation.

For additional information on the consultations conducted on the Application, refer to Appendix 1-
AT.

NBHDL's Response to Customer Preferences

Through its comprehensive customer engagement activities which are summarized above, NBHDL
has identified nine key customer preferences. Below NBHDL has summarized how it takes each of

those preferences into account in the operation of its business.

1. Affordable electricity costs

Every day NBHDL hears from its customers about the importance of affordable electricity. At the
same time customers also ask for services and have an expectation that when they touch a switch

the lights will come on.

NBHDL is proposing a cost of service application that balances the needs for customer focus,
operational effectiveness (safety and reliability), public policy responsiveness and solid financial

performance.

Over the timeframe covered by this Application and the subsequent 4GIRM period the average
residential customer would see the following changes to NBHDL's component of delivery costs on
their monthly bill. The following estimated bill impacts were reviewed in the focus groups held by
Innovative Solutions as part of their research. It should be noted that these bill impacts were shared
prior to Application finalization, and as a result there are minor differences between the bill impacts

shared during the consultation and the actual bill impacts resulting from this Application.
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In addition, the detailed bill impacts can be reviewed at two different distribution levels. Level one
provides the % change in distribution excluding pass through charges such as Deferral/Variance
Account Disposition Rate Rider, Low Voltage Service Charge, Line Losses on Cost of Power and
Smart Meter Entity Charge. Level two provides the % change in distribution including pass through
charges. In Table 1-29, the distribution proportion of the bill reflects level two as it shows the full
distribution impact. However, in accordance with the filing requirements, level one will be used for
the notice of application for a typical residential customer using 800 kWh per month and for a
General Service <50kW customer using 2000 kWh per month. As a result, the distribution proportion
of the bill shown in Table 1-28 is at level one since the information in Table 1-28 could be used in the

notice of application.

Table 1-29: Bill Impacts Used for Customer Consultations - Residential.

Average Distribution

Incremental Rate

Resi;l::'lti al Prop:rl‘::an of kg % Change
2015 5125.88 $28.29 {$2.30) -1.8%
2016 $131.62 $33.93 55.64 4.5%
2017 £132.04 $34.34 50.41 0.3%
2018 £132.46 $34.76 50.42 0.3%
2019 §132.89 £35.19 50.43 0.3%

Table 1-30: Bill Impacts Used for Customer Consultations - GS<50kW.

Average Distribution

Incremental Rate

sfri:lcﬂ i Plupl]l;:;;nn of Change % Change
2015 $305.07 $63.63 [58.25) -2.7%
2016 $316.23 574.61 $10.98 3.6%
2017 $317.16 §75.52 50,91 0.2%
2018 $318.10 576.44 50.92 0.3%
2019 5319.04 577.37 50.93 0.3%

The above dollar ($) amounts also apply to delivery but the impact percentage (%) will be different.

NBHDL is proposing to disposite the balance owing customers in account 1576 over a 1 year period.
This action results in a significant and tangible decrease in customer's bills. For the average

residential customer the decrease is $5.68/month in 2015.
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Although there are changes year over year, the average monthly impact is an increase of $.57 on a
total bill of $130 (.5%). At the end of the 5 year term an average bill would increase $2.86 or 2.2% of

the current total monthly bill.

NBHDL is also proposing to not increase its staffing levels. Incremental workload will be handled

through efficiency improvements.

NBHDL is proposing consistent capital expenditures over the 5 year period covered by this

application. This helps to smooth rates and avoid significant year over year changes.

2. Reliability of service with rapid response to un-planned outages

NBHDL will maintain reliability within historic performance levels. These performance levels include
the average number of hours and times that power to a customer is interrupted. Over the past 5
years the average number of hours that power to a customer is interrupted was between 1.56-2.87

hours. The average number of times interrupted in a year ranged from 1.48 to 3.77.

A survey of NBHDL's business customers indicated that 95% believe responding within 30 minutes

of an outage is acceptable. NBHDL will target to achieve this response rate.

3. Assistance to reduce consumption and thereby costs.

NBHDL has actively supported and delivered conservation programs to its customers during third
tranche programs and subsequently through provincial programs between 2011 and 2014. Some of

the highlights of accomplishments between 2011 and 2014 include:

770 small business lighting retrofits

115 larger business retrofits

1186 home energy audits

540 appliance retirements

500 residential demand response projects

10 large businesses received free energy management services and tools

The results show a high level of participation from both residential and non-residential customer
segments. Much of the success attained was due to actively promoting programs and engaging the
channel partner network. By working closely with contractors and suppliers; NBHDL has been able to

identify projects and engage key decision makers in order to help them evaluate opportunities and
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ultimately select more efficient technology. This approach has allowed customers to “buy” into

provincial conservation programs.
NBHDL is on track to meet or exceed its 2011-2014 energy conservation target of 26.1M kwh. Based
on 2013 AQEW, this represents decreased electricity consumption of 4.6% or $3.12M remaining in

the local economy.

Business Community:

NBHDL has learned that customers do not necessarily think of participating in conservation
programs without significant support and guidance. Small business customers lack resources and
energy management expertise. NBHDL has therefore turn keyed the small business lighting program

so that customers just basically agree to participate, all other activities are taken care of.

Small businesses also get guidance, information, and advice on other opportunities within their
facilities by NBHDL's field representative who go over possible heating/cooling control optimization

opportunities, outdoor lights, and process involved replacing inefficient equipment.

Larger customers require a higher level of support and engagement. The support varies based on
the type of business, functions, and the customer’s willingness to participate. NBHDL uses the
following guiding principles when working with larger business customers:
1) Streamlined incentive application process management by NBHDL
2) Contractor involvement prior to engagement.
3) Data mining activities to identify cost saving opportunities.
4) Providing walk through energy audits and technical guidance to identify and develop
opportunities
5) Utilizing roving energy managers to support large capital intensive retrofit projects.
6) Presenting findings and solutions to senior executives, board of directors, and other key
decision makers.
7) Offering measurement equipment like power, light, flow meters and blower door tests.
8) Recognizing local businesses for their conservation efforts through public relation
campaigns.
9) Conducting on-going educational and awareness campaigns through marketing and public

presentations.
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Residential Consumers:

Residential customers are also actively interested in reducing costs and require information on
provincial programs and how to manage costs around time-of-use rates. More programs are needed
to effectively engage this customer segment but NBHDL has been active in delivering two key

initiatives including the Home Assistance Program and Residential Demand Response Program.

The Home Assistance program has targeted over 1150 homes in 2013/2014 and offers free energy
audits and energy efficient measures to income qualified tenants. Measures installed include light
bulbs, power bars, programmable thermostats, low flow shower heads, sink aerators, hot water tank
insulation, fridge/freezer replacement, attic insulation, wall insulation, and basement insulation.
NBHDL developed strong partnerships with community organizations such as Nipissing District
Housing; Ontario Disability Support Program; Low Income People Involvement; Turret Realties;
Bradwick Properties; Mckay Homes; Birchwood Village; Corpus Christ; Harmony Haven Co-op; Le
Seigneurie Co-op; and Native Housing. This program has been extremely effective in helping
vulnerable customers reduce costs and especially seniors who are on fixed income and concerned

about rising costs.

The Residential Demand Response Program was deployed in NBHDL's service territory in
2013/2014 primarily designed to provide energy monitoring solutions to home-owners who have the
ability to participate in provincial demand response events. Home-owners who either have a central
air conditioner, electric hot water tank, or a combination of both would qualify for the program.
NBHDL had to overcome significant technical issues and limitations of the local ally network to

deliver this program. Overall, the program has been successful and deployment will continue.

Consumer awareness and education is also a critical piece to the conservation puzzle and it starts
with youth. NBHDL has engaged in educational initiatives from 2011-2014 through various
campaigns that cover topics such as energy conservation, smart grid, and electrical safety. Over
3000 students from junior kindergarten to grade eight from 26 local schools were taught smart grid,

electrical safety, green energy and conservation.

NBHDL will continue with its conservation efforts and helping customers reduce costs. NBHDL will
continue with its marketing efforts by having a higher public presence in the community.
Furthermore, support on energy management functions such as business case development, project
identification, execution, and on-going support will continue. NBHDL will maintain its reputation for
being a dependable organization that be called upon for honest advice whenever electricity costs are

of concern.
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4. Professional interactions with highly skilled and experienced personnel

During the recruitment process all potential employees that have significant interactions with
customers are screened to determine their experience and passion for excellent customer service.
Often these skills are tested during role playing and subject to confirmation through the reference

check process.

NBHDL also provides training programs to develop and enhance skills. These sessions are

supplemented with regular briefings of all staff on industry issues.

NBHDL has committed to developing a web based customer feedback survey so customers can

advise NBHDL on their experience.

NBHDL will also conduct the UtilityPULSE or equivalent type customer service survey to confirm

progress on service delivery every 2 years.

5. Communications through a variety of media including phone, internet, social media, in-

person and email

NBHDL has taken steps to make more effective use of all these channels. Based on the feedback
received, NBHDL updated its website including new content and making the site easier to navigate.
NBHDL also updated its bill format in a response to requests to make the bill easier to read and to
allow quicker retrieval of key information. In the late spring of 2014, NBHDL used a direct mail piece
and television advertising to provide background and rationale for the vegetation management

program.

In 2015, NBHDL will ensure its communications plan builds on using conventional channels

supplemented with new channels including social media and television.

6. Proactive communications when there are un-planned outages

NBHDL has developed a web based tool to provide updates on system status across different parts
of the service area. This tool is updated during outages to provide customers with as close to real
time information as possible so customers can make better decisions on actions to take at home or
at work. NBHDL also has started using social media to broadcast information on system status.

NBHDL will continue to develop and refine these communication tools.

In addition NBHDL will continue to use existing channels to advise customers on system status

including phone, radio and newspaper (print and electronic).
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7. Business to be customer centric including timely service that solves their problems

NBHDL will continue to maintain and build on its “A” customer service rating in the customer care
category of its recent customer satisfaction survey. NBHDL will implement some simple and cost
effective measures to ensure timely service that solves customer problems. When customers contact
NBHDL they want acknowledgement that their problem is understood, they want empathy on the
importance of their issue and they want a knowledgeable person to take action. NBHDL will be
making changes to its customer experience processes to make sure these steps occur. Customers
will be asked before calls or interactions are concluded whether their problem has been solved and
whether anything further is required. NBHDL will also put a survey on its website and solicit feedback

on the service quality experience.

In addition to the customer preferences identified in consultations on the Application, NBHDL has

also identified additional preferences as follows:
1. Information supporting the value of services provided

In 2014, NBHDL began a campaign to increase awareness about the business and benefits it

provides to the broader community.

NBHDL will work with its marketing service provider to ensure the 2015 program includes a
campaign on informing customers about the services provided and the value they represent to
customers. NBHDL is proposing to spend $122,000 on customer engagement and communications

in 2015. The website will be updated to ensure appropriate content is available on a long term basis.

2. Continued delivery of high quality services

NBHDL works hard every day to provide high quality services that ensure the safe, reliable and
affordable provision of electricity distribution services. NBHDL benchmarks very well against Ontario

averages on key customer service quality metrics:

NBHDL Ontario
Deals professionally with customer problems 82% 78%
Pro-active in communicating changes and issues 79% 73%
affecting customers
Quickly deals with issues that affect customers 80% 74%
Customer-focused and treats customers as if they are valued 77% 72%

Is NBHDL a company that is easy to do business with 82% 75%
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Delivers on its service commitments to customers 85% 82%

Source: UtilityPULSE Survey, June 2014

NBHDL will continue with its store front operation so customers have the convenience and ability to
speak directly with staff on any service issue whether it is a bill payment issue or arranging for new
service or upgrades. Customers will also continue to have access to local experienced staff should
they wish contact through another channel. NBHDL will continue with its customer engagement
processes around the vegetation maintenance program where every customer/property owner is
contacted and permission obtained for heavier tree trimming and removals. NBHDL will also
continue with its annual customer engagement plan which involves working with customers through
a variety of channels. NBHDL would like to maintain and improve on the performance indices noted

above.
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Operational Effectiveness:

NBHDL is committed to continuously improving efficiency and productivity performance to provide
better value service for ratepayer money. The following is a description of the operational
effectiveness initiatives that NBHDL has undertaken since its last cost of service decision, prior to

the test year.

NBHDL's operational effectiveness initiatives include projects and activities undertaken based on,
among other factors, customers’ preference, technology based opportunities and other innovative

process, services, business models or technologies.

Table 1-31 below illustrates total annual capital expenditures NBHDL has planned for the forecast

period:

Table 1-31: Total annual capital expenditures.

2015 2016 2017 2018 2019 TOTAL AVERAGE
System Renewal $5469405 | $ 3,786,904 | $ 3,774,073 | $3,832668 | $ 3569523 | $ 20432572 | $ 4,086,514
System Service $ 373245|$ 214687 |$ 127188 |$ 88870 |$ 135682 |$ 939672 |$ 187,934
System Access $1,143704 | $ 1163147 | $ 1,182,920 | $1203030 | $ 1,223481 | $ 5916281 | $ 1,183256
General Plant $ 771603|$ 373400|$ 549000 $ 350,700 | $ 642000 |$ 2686703 | $ 537,341
Total Capital Spending| $7,757,956 [ $ 5538138 | $ 5,633,181 | $5475268 | $ 5570686 | $ 29,975,228 | $ 5995046

The System Renewal projects are directly linked with the asset management and capital expenditure
planning processes and the allocation of budget is dependent on the outcomes derived from them.
The ACA report provided NBHDL with a model output for capital investments in the System Renewal
categories of: substations, wood poles and underground cable replacements. These outputs are

relied upon to justify the capital expenditure and inform the asset management process.

Projects in the System Service category are driven by capacity constraints. These projects can
include capital investments aimed at improving system operations, reliability and efficiencies through
voltage upgrades, distribution automation, intelligent devices or equipment, all aimed at enhancing
customer value and operational effectiveness. NBHDL has not identified any anticipated capacity
constraints for the duration of the forecast period but does perform other asset management projects
under this category. These projects have been categorized as: metering, SCADA, feeder conversion

and minor betterment projects.

With respect to System Access projects, NBHDL is currently experiencing no constraints on capacity

and customer connections are done on an as requested basis. With the limited growth in customer
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base that NBHDL has experienced and expects to experience in upcoming years, limited capital
expenditures are anticipated for the forecast period. Further, capital contributions relating to road
relocates and other municipally driven projects are expected to remain stable for the forecast period.
As these asset projects are expected to remain stable and be reactive, the output of NBHDL's asset
management and capital planning processes is expected to have a minimal effect on System Access
investments. That being said, NBHDL (with the assistance of METSCO) tabulated anticipated
System Access investment requirements for 2015 that was inclusive of outputs from Customer
Service Requests and Road Relocations for the forecast period. To reach an informed start point for
the forecast period, NBHDL used the 5 year historical averages of customer service requests and
road relocations and formulated the 2015 capital expenditure estimate. Customer Service Requests
was based on the following subcategories: generators, primary services, secondary services and

subdivisions.

With respect to General Plant, NBHDL retained several third party consultants to prepare
assessments of the individual asset categories of General Plant that NBHDL considered for capital

investment. These categories were motor fleet; office/building/furniture; tools; and IT.

Operational excellence is a philosophy of NBHDL where problem-solving, teamwork and leadership
results in the ongoing improvement in the business. Operational excellence involves improving
current activities in the workplace, focusing on customer’s needs, and keeping employees positive
and empowered. Operational excellence is a well-functioning team that rises to every challenge and

completes tasks safely, efficiently and with pride.

NBHDL achieves continuous improvement by implementing measures that directly reduce costs,

improve productivity and improve levels of service to customers.
Past efforts to achieve cost reductions and productivity improvements

Prior to the test year, NBHDL has implemented the following cost reduction and productivity

improvement measures:

1. NBHDL has been able to reduce its inventory of stores materials and moved to a more just-in-
time delivery of hardware and equipment. Vendors are relied on to provide warehousing and
material availability. This initiative has reduced inventory from $786,111 in 2010 to $448,742 in
2013. These savings are now fully incorporated into rates, and flow directly to the benefit of

ratepayers.
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NBHDL purchases its materials through a joint Northern LDC Buying Group to obtain
economies of scale. Based on product purchases of $997,520 in 2013, NBHDL estimates
$69,826 in product savings alone and an additional $45,230 savings in freight. NBHDL is
constantly investigating whether there are additional economies for other products and
services that should be procured through Buying Group. These savings are now fully

incorporated into rates, and flow directly to the benefit of ratepayers.

NBHDL previously used external contractors to perform substation maintenance activities. In
2011, NBHDL started performing this function with existing in-house staff. External contractors
charged $30,000-$35,000 per station and normally 4-5 stations were maintained each year.
These savings are now fully incorporated into rates, and flow directly to the benefit of

ratepayers.

NBHDL is purchasing 3 large power transformers in 2014. NBHDL went through a competitive
purchase process and then worked with other LDC’s to make a bulk purchase that reduced
costs even further. NBHDL saved 5% or $25,724 as a result of this action. These savings are

now fully incorporated into rates, and flow directly to the benefit of ratepayers.

NBHDL has a single aerial device with reach of 75 feet. This truck is due for replacement in
spring 2015 but earlier this year inspections confirmed the truck required over $65,000 in
repairs to make sure the aerial device could operate safely. Rather than pay for the repairs
NBHDL made arrangements to borrow a vehicle with similar capabilities from a neighbouring
LDC on a temporary basis. These savings are now fully incorporated into rates, and flow

directly to the benefit of ratepayers.

NBHDL began offering eBilling to customers in 2012. Today approximately 5000 customers
use this option saving $4,450 per month or $53,300 per year in postage, paper and printing
costs. NBHDL continues to promote this program with customers today. These savings are

now fully incorporated into rates, and flow directly to the benefit of ratepayers.

NBHDL also brought bill production and printing in-house reducing external purchases by
$52,000 per year. NBHDL re-allocated workload with its existing staff to make this move
possible. These savings are now fully incorporated into rates, and flow directly to the benefit

of ratepayers.

NBHDL continues to participate in the District #9 Smart Metering collaborative. NBHDL will be
procuring AMI and customer data security audits through D9 in 2014 and 2015. The cost to the
collaborative is $250,000 and NBHDL's share is $40,000. This service would be much more
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expensive if NBHDL were to procure on its own. These savings are now fully incorporated into

rates, and flow directly to the benefit of ratepayers.

Like many LDC’s NBHDL uses an Operational Data Store (ODS) to archive smart meter data,
backfill missing interval data and to provide load profile analysis to customers. NBHDL has
chosen an ODS provider that services approximately half of the Ontario LDCs, and is based
out of North Bay. NBHDL has established a close working relationship with its service provider
and has been able to negotiate a preferential rate saving $13,500 per year in purchased
services. These savings are now fully incorporated into rates, and flow directly to the benefit of

ratepayers.

NBHDL eliminated the provision of printed past due notices. This has saved on paper, printing
and mailing costs totaling savings of $10,000 per year. NBHDL utilized efficiency
improvements with its Customer Accounts staff to make outbound calls to provide 48 hour

notice to allow payment prior to disconnection for non-payment.

Effective April 1, 2014, NBHDL eliminated the practice of paying staff that work outdoors for
the majority of their day a winter meal allowance. This will save $12,140 in benefit costs in
2014. These savings are now fully incorporated into rates, and flow directly to the benefit of

ratepayers.

NBHDL changed its benefit package to pay for generic drugs unless prescribed differently by a
physician. This change saves the business $21,445 per year in 2014 and 2015 through
reduced benefit costs. These savings are now fully incorporated into rates, and flow directly to

the benefit of ratepayers.

With vendors NBHDL is moving to EFT transactions. This will save just under $4 per

transaction on hundreds of transactions over the course of a year.

NBHDL carefully manages overtime to keep hours less than 10% of total hours worked.
NBHDL has achieved this target and consistently reduced the number of overtime hours
worked from 5148 hours in 2010 to 4548 in 2013. This diligence has saved $43,430 in labour
costs comparing 2010 with 2013. These savings are now fully incorporated into rates, and flow

directly to the benefit of ratepayers.

In 2013, NBHDL transitioned underground locate requests over to Ontario One Call for
reporting purposes, in which all requests go through Ontario One Call prior to being sent to

NBHDL for completion of the actual locate. Just before this transition, NBHDL had automated
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the locate process including the development of a specialized computer application and
equipping locate vehicles with computers, printers and mobile devices. Locates are drawn in
the field, stored for integration with the GIS and a copy printed and handed to customers on-
site. Staff involved in the locate process have been trained in how to use the application. In
2010, NBHDL handled 2,367 locates and in 2013 this had increased to 3,678. Automation
allowed NBHDL to handle this 55% increase in number of locates completed within required
timelines without hiring additional resources for locates. These productivity improvements are

now fully incorporated into rates, and flow directly to the benefit of ratepayers.

In 2013, NBHDL automated the disconnect/reconnect work order process including the
development of a mobile application to link with the CIS to provide real time information on
account payment status. This means staff in the office are linked directly with those in the field
so both parties are aware of payment status. This avoids unnecessary customer contact and
has reduced phone calls from field staff to the office on payment status. This application has
helped NBHDL manage the 60% increase in disconnect/reconnect work orders handled
between 2010 and 2013 without hiring additional full time resources. These productivity
improvements are now fully incorporated into rates, and flow directly to the benefit of

ratepayers.

In 2011, NBHDL introduced a customer application process to meet the requirement of
obtaining customer consent to receive charges for services provided. This process also helps
to prevent fraudulent activity and provides information should collection activities be required.

This application is now available on-line for convenience.

Every year, NBHDL receives over 300 requests from customers for connection to its system or
upgrades/changes to existing connections (service spots). Most of these requests are received
during a very condensed time frame, usually when the snow melts and frost is out of the
ground and there is always a push before freeze up in the fall. In 2011 and 2012, NBHDL
made changes to the service spot process to improve quality and consistency of approach.
NBHDL now has a formal queue process managed on a first come, first serve basis. A
schedule is developed for each service spot and timelines are adhered to help manage
customer expectations and to ensure coordination with NBHDL's crews and contractors. Every
service spot is field checked by NBHDL staff to confirm work requirements and to look at other
potential deficiencies or safety hazards that can be eliminated at the time of construction. This
process has reduced customer complaints and has contributed time for engineering and

operations to concentrate on asset management and other work demands.
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NBHDL now scans vendor invoices into a searchable data base. This saves on the need for

physical storage space and allows efficient retrieval by staff and auditors.

NBHDL has six different communication companies that want access to poles to allow for
attachment of their infrastructure to provide service to business and residential customers. The
demands from these companies at times can take away from NBHDL's core focus of
distribution service. In late 2011, NBHDL developed a standardized process for handling third
party attachments which has been adopted by LDCs. The process allows proper engineering
design and review and ensures no cross-subsidization of costs. In 2012, NBHDL completed 18
attachment applications and maturing of the new processes has allowed 40 as of the end of
August 2014 without incremental resourcing. These productivity improvements are now fully

incorporated into rates, and flow directly to the benefit of ratepayers.

Over the past 3 years, NBHDL has made greater use of a vacuum or sucker truck for civil work
and repairs. In the winter months it is typical to have 6-8 feet of frost in the ground which
makes the installation of poles very difficult. Use of the vacuum truck has allowed moving to
year round construction activities as the hot water from the truck melts the frost. In the City of
North Bay, utilizing construction resources year round instead of seasonally will allow for more
work being accomplished with the same resources. The holes made for poles are also
customized to pole diameter allowing for minimal backfill costs and straighter poles/circuits.

There is less visual impact because less area is disturbed around the pole.

NBHDL has invested and continues to invest in remotely operable SCADA switches to restore
power more quickly and also eliminates the costs of sending a crew to manually operate the

switch. Customers benefit from lower outage and faster restoration times as a result.

NBHDL's Engineering and Operations departments are closely integrated to increase
efficiency and productivity. Every capital project designed by Engineering is reviewed or co-
designed with Operations to make sure the required work can be completed quickly and
safely. Often real-time adjustments are made to designs as crews send in pictures via mobile
communications for review by Engineering. In 2015, NBHDL is planning to review these
functions, how they design, hand-off, execute and report on projects with the objective of
formalizing processes, implementing measures to manage to, and increasing efficiency where
possible. NBHDL believes this should be a priority investment as 66% of total resources are
engaged in these functions. Technology is evolving and there could be opportunities for

greater application on the front line. These potential efficiency improvements will be
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incorporated into rates over time as part of future rate applications, as the efficiencies are

achieved.

NBHDL’s Customer Accounts staff plays a critical role operating the store-front customer
service function. NBHDL re-organized its Customer Accounts operation including consolidating
three different job functions into one, introducing standardized work processes and training
staff on customer service skills. The work day was re-organized to allow for even coverage
and opportunities for staff to catch up on administrative tasks. In 2010, NBHDL handled a total
of 23,967 telephone calls and in 2013 this had increased to 39,805. This incremental workload
is managed with the same staffing level and also fewer temporary hours. These productivity
improvements are now fully incorporated into rates, and flow directly to the benefit of

ratepayers.

In early 2013, NBHDL utilized third party expertise to review meter-to-cash processes. The
audit focused on all processes from obtaining meter reads to generating the bill and collecting

payment. The audit flagged the following areas for improvement:

1. Implementation of enhanced CIS processing for MDM/R related tasks

a. Sync file processing

b. Bill quantity processing

2. Improved training on MDM/R related processes (and associated improvements to

business processes) and implementation of redundancy

3. Cross-training on Advanced Metering Infrastructure (AMI) related processes

4. Implementation of an automated work force management system as a possible

alternative to improved synchronization processing

To address these findings, NBHDL updated its CIS version to incorporate more efficient bill
guantity generation and processing thereby reducing the volume and complexity of the process.
NBHDL contracted with a service provider to provide AMI and MDM/R synchronization services.
Outsourcing the sync function has allowed NBHDL to take advantage of the service provider’s
automation capability and ability to proactively interact with the MDM/R on sync issues.
Outsourcing has also allowed NBHDL staff to focus more on customer oriented tasks and
interactions. Cross training of staff was undertaken along with the integration of the contractor

resources to provide redundancy and continuity for succession planning.
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Efforts to achieve cost reductions and productivity improvements in the Test Year

In the 2015 Test Year, NBHDL will continue to make cost reduction and productivity improvement

measures a priority.

1. NBHDL will continue to utilize just in time delivery to manage stores and material levels below

historic levels.

2. NBHDL will continue to purchase materials through the Northern LDC Buying Consortium
which is forecasted to save $115,000 in 2015 versus buying outside the Consortium. These

savings are already built into costs forecasted for this Application.

3. NBHDL will continue to offer and promote eBilling to maintain and potentially increase the

number of customers using this billing option.

4, NBHDL will continue with in-house monthly bill production and printing. NBHDL notes that the
Board is currently researching how all distributors can convert to monthly billing. NBHDL is

already billing all customers on a calendar month basis.

5. NBHDL will continue to utilize an Operational Data Store to provide time of use data to all
customers. NBHDL will look to expand the number of meters interrogated through the AMI

system.

6. As part of its new collective agreement NBHDL will save $42,000 as a result of no longer
paying for winter meals for staff working the majority of their day outside in winter. These

savings are already built into costs forecasted for this Application.

7. With regards to bad debt management, NBHDL will use the 2014 year to date trend to project
2015 bad debt. Bad debt is a function of total bill amounts and the LTEP is projecting
residential bills will increase by 5.7% in 2015. NBHDL will attempt to manage bad debt at 2014

levels even with this increase in total bill amounts.

8. NBHDL's Engineering and Operations departments are closely integrated to increase
efficiency and productivity. Every capital project designed by Engineering is reviewed or co-
designed with Operations to make sure the required work can be completed quickly and
safely. Often real-time adjustments are made to designs as crews send in pictures via mobile
communications for review by Engineering. In 2015, NBHDL is planning to review these
functions, how they design, hand-off, execute and report on projects with the objective of

formalizing processes, implementing measures to manage to, and increasing efficiency where
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possible. NBHDL believes this should be a priority investment as 66% of total resources are
engaged in these functions. Technology is evolving and there could be opportunities for
greater application on the front line. These potential efficiency improvements will be
incorporated into rates over time as part of future rate applications, as the efficiencies are

achieved.

In 2015, NBHDL will integrate the Billing and Customer Accounts functions. This is an
efficiency improvement targeted at helping NBHDL manage increased demand for services
from customers and to help sustain the new workload from various provincial policy initiatives.
This should also help to improve the quality of customer service offered as these staff will have
more intimate knowledge on every bill determinant. NBHDL staff will be responsible for all
customer relationship issues within an established billing cycle. This will allow NBHDL staff to
become more familiar with the wants and expectations of assigned customers. This will also

assist with achieving the target of less than 50 complement.

In 2015, NBHDL will work with each individual customer or property owner within the cycle
requiring vegetation maintenance activities to confirm and obtain permission for the scope of
work that might be required to obtain adequate clearance from conductors. This effort will
reduce costs as contractors know exactly the amount of work required in terms of tree
trimming and removals to be performed. This was also reduce off-cycle work and ensure
customer engagement on what can be a very controversial issue. These potential efficiency
improvements will be incorporated into rates over time as part of future rate applications, as

the efficiencies are achieved.

In 2015 NBHDL will continue to re-build its 4 kV system resulting in a more efficient electrical
distribution system with the higher 12.47kV operating voltage and the removal of older less
efficient distribution transformers. These potential efficiency improvements will be incorporated

into rates over time as part of future rate applications, as the efficiencies are achieved.

NBHDL is working with its AMI and CIS service providers to make changes such that meters
for FIT and microFIT customers can be interrogated remotely with generation amounts
uploaded automatically to the billing system. These potential efficiency improvements will be
incorporated into rates over time as part of future rate applications, as the efficiencies are

achieved.

As an efficiency measure NBHDL will be implementing new CIS modules to automate time

reporting and allow payroll functions. These potential efficiency improvements will be
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incorporated into rates over time as part of future rate applications, as the efficiencies are

achieved.

NBHDL will be moving to automated payment processes for majority of vendors reducing the
need for manual payment by cheque. These potential efficiency improvements will be
incorporated into rates over time as part of future rate applications, as the efficiencies are

achieved.

In 2015, NBHDL will manage overtime to less than 10% of hours worked and sick time to 5
days per employee. These savings are already incorporated into costs forecasted in this

Application.

NBHDL will continue to complete substation maintenance work with current resources avoiding
approximately $150,000 per year in external contractor costs. These savings are already

incorporated into costs forecasted in this Application.

NBHDL carries out thermographic infrared inspection every year on the overhead system. The
entire subtransmission system is scanned, all substations are covered, and at least one third
of the distribution system is covered, including overhead transformers and switches. The
oldest operating padmount transformers are also scanned when time permits. A report is
provided by the contractor upon completion of the work, identifying all the areas that require
attention. The issues are categorized into the following categories, minor (addressed within 3
months), intermediate (addressed within 1 month), major (addressed within 1 week), and
critical (addressed immediately). NBHDL corrects all issues within the recommended timelines.
This program reduces un-planned outages, helps to manage overtime and improves efficiency

and the safe performance of the distribution system.

NBHDL has made improvements in its control room including computer upgrades and a new
integrated mapping/distribution system layout. These improvements allow a faster, safer and
more efficient response to trouble shooting, development of critical switching orders and
implementation of work protection code requirements. The new terminals also allow operators

to work on different problems at the same time.

In 2015, NBHDL is planning on the continued integration of the engineering and operations
functions. This will allow capital and operating projects to be completed more efficiently
through better coordination of work activities including job planning. This means locates are

completed in advance and the necessary materials are available on more of a just in time
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basis. Projects can be scheduled and re-scheduled efficiently depending on weather, priorities

and customer demand work.

In 2014, NBHDL added a Junior Accountant to its complement. This position will assist with
future efficiency improvements as accounting functions have been downloaded from the
Regulatory Manager allowing more time to be available to develop regulatory applications and

comply with incremental reporting requirements.

Customer Service Improvements

In addition to the above noted cost savings and productivity improvements, often efficiency efforts

will result in customer service improvements, including:

During July 2013, NBHDL began offering a web-based Customer Portal to enable customers
to view their hourly electricity usage to help them better understand time of use consumption

profiles and to quantify savings from conservation initiatives.

NBHDL received many requests for paperless billing so consequently began offering an
eBilling option in 2012. This has proven to be a popular and convenient service for customers
to store information and review past consumption and costs at their leisure. Paperless billing
together with the Customer Portal is leveraging existing technology on the website to make

doing business easier for the customer.

Every year, NBHDL estimates that between 15,000 -20,000 customers come to the office for
service in-person. NBHDL retrofitted the customer reception area to make the experience
more comfortable and practical for customers. A computer terminal was added for customers
to use to pay bills and look up information. A large screen was also added to provide

customers information on conservation and new technologies.

NBHDL received feedback from customers about its website being dated. A new website
design and content was launched with many built-in enhancements including easy to use
online forms, focus on conservation information and information on system status. When major
un-planned outages occur, a map on the website is updated and customers are informed that
NBHDL is responding. NBHDL also uses social media to advise customers on system status.
More content is being added to the website, particularly on local testimonials on conservation

initiatives.

NBHDL is working with local environmental groups to understand whether the current

approach to the vegetation management program can be enhanced to improve customer
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education on the need for tree trimming and removals and how we can work cooperatively to
maintain the green canopy of North Bay. A series of open houses will be held during the fall of
2014. A local group will be making recommendations to a steering committee on

improvements for implementation with the 2015 program.

6. Finally, based on feedback received from 2013 customer engagement processes, NBHDL
developed and implemented a more formal customer communication and education program
for 2014. In addition to changes to the website, NBHDL has utilized on-bill messaging, billing
inserts, radio and television ads to provide information on the structure of Ontario’s electricity
system, cost reduction tips and simple and non-expensive conservation tips. Based on

feedback received from 2014 customer surveys, changes will be made to the 2015 campaign.
Building a Culture of Continuous Improvement

NBHDL works hard to build a culture of continuous improvement, where employees feel valued,
trusted, empowered and are a respected team member. These employees will then, in turn, look out

for the needs of the business through a culture of continuous improvement.

Having great and empowered employees has allowed NBHDL to implement and achieve the
improvements in performance and customer satisfaction described above. Having empowered
employees is why NBHDL has an industry leading employee safety record and why sick time and
overtime rates have steadily decreased. Positive and empowered employees mean fewer grievances
and better problem solving. During a recent unplanned outage involving the replacement of broken
poles, crews took the opportunity on their own initiative to replace some problematic fuses that
NBHDL is gradually phasing out. This avoided a potential planned outage that would have had to be

undertaken during overtime hours on the weekend because of customer requirements.

Having open communications is one of the key ways of keeping employees positive and empowered.
NBHDL constantly works on improving communications and utilizes a variety of approaches
including department meetings, group meetings, and entire organization meetings or just through
one on one contact. NBHDL's open door approach ensures staff has access to senior managers,
which facilitates problem solving at all levels of the organization. There is an expectation that

employees will address problems first with their supervisor at any time.

NBHDL's employees are committed, loyal, and conscientious and are eager to share ideas and
serve as strong representatives of the business. NBHDL's storekeeper feels empowered to
continually seek the cheapest source for product that meets NBHDL'’s requirements. For example,

the storekeeper was able to save $1408 in a single order of stringing blocks, $457 in conductor
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cover-up and $4,380 in grips by negotiating with suppliers. These actions occur because employees
have pride in what they do and care about customers and the business. Employees are NBHDL's

most valuable resource.

The universal trend in business is for each employee to do more and to be available at any time to
respond to problems. NBHDL has been able to handle this with very little impact to the business and
its employees. Having empowered employees to question, challenge, and offer new ideas and

solutions ensures their professional growth and the ability of the business evolve and handle change.
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Public Policy Responsiveness:

There have been a number of incremental obligations mandated through provincial policy or local

policy objectives since NBHDL's last cost of service decision in 2010, including but not limited to:

The implementation of smart meters and time-of-use pricing;

The obligation to achieve the policy outcomes set out in the RRFE;

The obligation to meet mandatory conservation and demand management targets;

Ongoing obligations under the Green Energy and Green Economy Act, 2009 in respect of
facilitating new renewable generation, meeting the obligation to connect to settle LDC

connected FIT Contracts in accordance with the Retail Settlement Code;

Incremental transition of accounting standards towards IFRS, including the implementation
of revised capitalization and depreciation policies, including estimated useful lives for

depreciation;

The implementation of the Low-income Energy Assistance Program (LEAP) and associated

reporting requirements;

The implementation of the Ontario Clean Energy Benefit (OCEB) and associated

adjustments;

The implementation of Class “A” and Class “B” Global Adjustment changes pursuant to
O.Reg. 429/04;

The implementation of Ontario One Call pursuant to the Ontario Underground Infrastructure
Notification System Act, 2012;

Meeting revised Electricity Reporting and Recordkeeping Requirements;

Participating in new regional infrastructure planning initiatives;

Meeting new accessibility standards in accordance with the Accessibility for Ontarians with
Disabilities Act, 2005;

Implementation of consumer protection provisions in the Energy Consumer Protection Act,
2010;
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e Compliance with Canada’s new anti-spam and online fraud act (CASL);

e Compliance with Measurement Canada Bulletins GEN-25-E and GEN-31-E requiring that
Ontario Regulation 275/04, Section 7 apply to TOU bills, including register reads.

NBHDL has actively supported and met all of these public policy obligations. Specifically:

Smart meters and time-of-use pricing — NBHDL deployed smart meters in 2009 and 2010 and
converted customers over to time of use billing in September 2011. NBHDL was one of the few
LDC's that did not request an extension to their Board approved cutover date to time of use billing.
NBHDL worked with its AMI service provider to fine tune their collection system which was unable to
function effectively in rugged and remote terrain. It took until 2013 to solve technical issues and at
that time NBHDL sought disposition of $3,840,888 as costs to deploy and operationalize smart
meters. The 2015 Test Year includes incremental costs of $106,753 in OM&A versus 2010 Board

approved levels.

RRFE outcomes — Exhibit 1 walks through each of the four RRFE outcomes and discusses in

respect of each, what NBHDL has done to achieve these outcomes.

Conservation and demand management targets — NBHDL expects to exceed its 2011-2014 energy
reduction target of 26.1M kwh but because of changes to provincial programs will most likely achieve
80% of its demand reduction target. After creating the targets in 2010 the province decided to cancel
one of its most effective demand reduction programs Demand Response 3. NBHDL had many
customers signed up to qualify for this program when the province announced it was no longer
accepting new applications. NBHDL expects to spend at least 80% of its Program Administration
Budget of $1,324,306 which is funded through Global Adjustment charges.

Facilitating new renewable generation - NBHDL's distribution system has been planned and
proactively built and equipped to handle forecasted renewable generation. NBHDL has worked with
many customers to develop renewable generation projects. NBHDL provides monthly settlement
services to 35 FIT and mFIT projects. Currently settlement takes Metering and Billing staff 3.5
days/month or 42 days per year to complete. Once NBHDL's service provider completes upgrades to
the AMI system this task will be completed in 1.5 days per month or 18 days per year. This is

incremental workload completed by existing staff.

Transition to IFRS — The Accounting Standard Board (“AcSB”) deferred mandatory adoption of IFRS
for qualifying rate-regulated entities to January 1, 2015. However, per the Board’s letter of July 17,

2012, electricity distributors electing to remain on CGAAP were required to implement regulatory



o N o 0o~ WDN P

10
11
12
13

14
15
16
17
18
19

20
21
22

23
24
25

26
27

28
29
30
31
32

North Bay Hydro Distribution Ltd.
EB-2014-0099

Exhibit 1

Page 88 of 107

Filed: December 12, 2014

accounting changes for depreciation expenses and capitalization policies by January 1, 2013.
NBHDL confirms it implemented the regulatory accounting changes for depreciation in 2012 and
overhead capitalization in fiscal 2009. NBHDL enlisted the services of BDO to help co-ordinate the
project and to ensure all changes were in compliance. The conversion required significant
incremental effort to retrieve historic data and perform the necessary analysis specifically related to
the change in useful lives and componentization of PP&E. NBHDL's IT system was also modified to
address the complexities related to PP&E with the implementation of a fixed asset module. NBHDL

projects the IFRS conversion to cost $143,053 as detailed in Board Approved Appendix 2-U.

Low-income Energy Assistance Program (LEAP) — NBHDL makes annual contributions in the
amount of 0.12% of the approved distribution revenue in compliance with the Report of the Board:
Low Income Energy Assistance Program (“LEAP”), issued in March 2009. NBHDL adheres to and
complies with the LEAP Emergency Financial Assistance Program dated February 17, 2012 and

works closely with the designated social service agency.

Ontario Clean Energy Benefit (OCEB) — NBHDL began implementation and natification of the OCEB
in January 2011, with on bill messaging, and has had continuous on bill messaging since. To
implement NBHDL had to modify the billing system, and bill presentment system at a cost of
approximately $2,500 excluding internal staff time. NBHDL completed training sessions with
customer account staff, and billing staff on the incorporation of the changes so they could ensure the

accuracy of the bills and handle customer inquiries.

Global Adjustment changes — NBHDL may have one customer that may be eligible for class A
customer treatment. Should that customer meet the definitions, NBHDL does not foresee any

settlement issues.

Ontario One Call — NBHDL transitioned to the Ontario One Call for locates on March 1, 2013. It is
forecasted that this transition has increased locate costs by approximately $12,000 per year at

current One Call rates.

Electricity Reporting and Recordkeeping Requirements — NBHDL has met and will continue to meet

all Electricity Reporting and Recordkeeping Requirements.

Regional infrastructure planning — In preparing its Distribution System Plan, NBHDL requested a
letter from Hydro One confirming the status of regional planning for the Regional Planning areas of
which NBHDL is a member. Hydro One provided an update on the status of Regional Planning on
April 2, 2014 confirming that the Regional Planning Process has not been initiated and a Regional

Infrastructure Plan has not been developed within these regions. Hydro One expects that Regional
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Planning will be initiated in the 4th quarter of 2015. NBHDL actively participates with regional
distributors, the IESO and Hydro One at an operational level and looks forward to participating at the

regional planning level as well.

Accessibility for Ontarians with Disabilities Act, 2005 - NBHDL is committed to treating all people in a
way that allows them to maintain their dignity and independence. NBHDL is committed to meeting
the needs of people with disabilities and accomplishes this by preventing and removing barriers to
accessibility and meeting accessibility requirement under the Accessibility for Ontarians with
Disabilities Act 2002 (AODA) and Ontario Regulation 429/07 (Accessibility Standards for Customer
Service). Accessibility reports were submitted to the province in 2013 and 2014. The cost
associated with training for the AODA was $1150 in 2012.

Energy Consumer Protection Act, 2010 — NBHDL in compliance with the Energy Consumer
Protection Act, 2010, that came into force on January 1, 2011 has done customer information
sessions, on-bill messaging, bill inserts, and website messaging. On-bill messaging began in April
2010 and proceeded to be rotated at various times approximately quarterly, with the cost for on-bill
messaging being negligible. On the bills, NBHDL also reminds the customer who their retailer is, for
instance, “Your current electricity supplier is Planet Energy (Ontario) Corp. 1-866-360-8569".
NBHDL distributed the inserts provided by the OEB and also created and distributed internal inserts
at an approximate production cost of $1,250 per insert. NBHDL has included these initiatives in the
2015 Test Year. Staff training and familiarization sessions were conducted 2010 through 2012, with

refreshers as required.

Canada’s new anti-spam and online fraud act (CASL) — NBHDL collects email addresses for direct
communication through two methods. Method one is via the application process and forms, where
the permission to use the email as a communication point is included in the process. The other
method is for the customer portal where the email is required for e-billing and portal access. In both
cases the customer gives explicit permission to contact them via their email. NBHDL does not collect
or maintain a general interest/non-customer e-mail list, and therefore is not required to maintain opt-
in or opt-out functionality. Since all email addresses in our CIS and e-billing have explicit permission

to contact, NBHDL is in full compliance with current anti-spam (CASL) legislation.

Measurement Canada Bulletins GEN-25-E and GEN-31-E — This bulletin requires that Ontario
Regulation 275/04, Section 7 apply to TOU bills. This includes the presentation of meter register
reads on monthly electricity bills. The deployment of smart meters made register read presentment
on the bill difficult to achieve. NBHDL's AMI and CIS providers had to make several changes to their

systems before register reads could be presented on the bill. This involved considerable testing to
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1 make sure information presented was accurate and presented properly. NBHDL is in compliance
2 with these requirements. Compliance with these Bulletins cost NBHDL $4,000.
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Financial viability is one of the performance measurements defined in the Board’s RRFE for

electricity distributors. The four financial metrics included are liquidity, leverage, deemed return on

equity and achieved return on equity. NBHDL’s metrics for historical years 2011 to 2013, the 2014

Bridge Year and the 2015 Test Year projection based on current rates is shown in Table 1-32 below.

Table 1-32: NBHDL Profitability: Liquidity, Leverage and Return on Equity.

2015Test Year

2014 Bridge | Prior to rate
Performance Metric 2011 2012 2013 Year Increase
Liquidity Ratio 1.88 1.98 1.65 1.94 1.83
Leverage Debt to Equity Ratio 0.88 0.91 0.72 0.81 0.92
Deemed Rate of Return on Equity 9.85% 9.85% 9.85% 9.85% 9.36%
Achieved/Projected Rate of Return on Equity 10.15% 9.08% 8.88% 10.27% 4.26%

NBHDL's profitability based on the achieved rate of return on equity for historical years 2011 to 2013

and the 2014 Bridge Year projection are within the allowed dead band of +300 basis points. The

2015 Test Year prior to the requested rate increases is 5.10% below the allowed dead band.
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FINANCIAL INFORMATION

Audited Financial Statements:

Copies of NBHDL'’s 2011, 2012 and 2013 Audited Financial Statements are provided in Appendices
1-C, 1-D and 1-E.

Reconciliation Between Audited Financial Statements and Regulatory Accounting:

Reconciliations of NBHDL's Audited Financial Statements to the annual RRR Trial Balance for 2011,
2012 and 2013 are provided as Appendix 1-E. The reconciliations separate non-utility business

balances on the Balance Sheet and Statement of Operations.

Statement of Accounting Standard Used:

Existing/Proposed Accounting Orders

The Accounting Standard Board (“AcSB”) deferred mandatory adoption of IFRS for qualifying rate-
regulated entities to January 1, 2015. However, per the Board’s letter of July 17, 2012, electricity
distributors electing to remain on CGAAP were required to implement regulatory accounting changes
for depreciation expenses and capitalization policies by January 1, 2013. NBHDL confirms it
implemented the regulatory accounting changes for depreciation in 2012 and overhead capitalization
during its 2009 fiscal year end. The 2015 Cost of Service Application is to be filed on a MIFRS

accounting basis, as such, NBHDL has prepared its application on an MIFRS basis.

Accounting Standard used in application

In accordance with the Filing Requirements, NBHDL has provided information for the historic years
using the CGAAP method of presentation. As directed by the Board, NBHDL has provided the 2014
Bridge Year on both a CGAAP basis and a MIFRS basis. The 2015 Test Year is presented on
MIFRS basis only.

NBHDL has made the required changes to the capitalization policy, including overhead costs, details
with respect to these changes are provided in Exhibit 2. Details with respect to the new useful lives

applied to capital assets and the resulting impact on depreciation, are provided in Exhibit 4.

NBHDL is also required to make changes related to employee future benefits upon adoption of IFRS
since under IAS 19, the deferral and amortization of actuarial gains/losses has been eliminated.

Please refer to the Compensation section of Exhibit 4 for more information.
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NBHDL presents the impact on the 2015 revenue requirement related to these changes in Board
Approved Appendix 2-Y attached as Appendix 1-K to this Exhibit 1.
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Compliance with the Uniform System of Accounts

NBHDL has followed the accounting principles and main categories of accounts as stated in the
Board’'s Accounting Procedures Handbook (the “APH”) and the Uniform System of Accounts

(“USoA”) in the preparation of this Application.

Accounting Treatment of Non-Utility Businesses

NBHDL was engaged in renewable generation activities during the historic years 2011, 2012 and
2013. NBHDL confirms that accounting for these activities were segregated from NBHDL's rate
regulated activities in accordance with the Board's Guidelines: Regulation and Accounting
Treatments for Distributor-Owned Generation Facilities G-2009-0300 dated September 15, 2009.

NBHDL is engaged in the delivery of the Ontario Power Authority’s conservation and demand
management programs. The accounting for these activities is segregated from NBHDL's rate
regulated activities in accordance with the Board’s Accounting Procedures Handbook For Electricity

Distributors.

Annual Report and MD&A for Parent Company:

North Bay Hydro Holdings Limited does not publish an annual report or an MD&A. As a result, this

requirement is not applicable.

Rating Agency Reports:

Not applicable.

Prospectus or Information Circulars:

Not applicable.

Changes in Tax Status:

NBHDL is a corporation incorporated pursuant to the Ontario Business Corporations Act and has not

had a change in tax status since its last Cost of Service Application.
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MATERIALITY THRESHOLDS

Chapter 2 of the Filing Requirements for Transmission and Distribution Applications issued by the
Board on July 18, 2014 sets out the materiality levels based on the magnitude of the revenue
requirement. NBHDS's revenue requirement is greater than $10 million and less than $200 million,
therefore its materiality level is 0.5% of distribution revenue requirement. NBHDL's materiality
threshold for the 2015 Test Year is $69,245 as provided in Table 1-33 below. NBHDL has used a

lower threshold of $65,000 for assessing materiality for the purposes of this Application.

Table 1-33: NBHDL's Materiality threshold for 2015 Test Year.

Description 2015 Test Year

Distribution Revenue Requirement 13,848,941
Materiality Threshold 0.50%
Materiality Calculated 69,245
Materiality Used 65,000
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ADMINISTRATION

Statement of Deviations:

NBHDL has not, to the best of its knowledge, deviated from the final Board’s Filing Requirements for

Electricity Distribution Rate Applications, issued July 18, 2014.

Statement of Changes to Methodologies:

The pro-forma projections for the 2015 Test Year have been prepared in accordance with NBHDL's

usual process, with the following exceptions:

1. Rates for distribution and sales of electricity are assumed to be constant for the entire 2015
Test Year.
Regulatory costs have been normalized over the five year application period.
The Operational Review and Implementation costs have been normalized over the five year
application period.

4. Accounting changes for depreciation, capitalized overheads and employee future benefits

related to the transition to MIFRS have been recorded for rate making purposes.

Identification of Board Directives from Previous Board Decisions:

2010 COS — EB-2009-0270 — Settlement Agreement

1)

2)

The Board agrees in principle that a separate rate rider should apply to non-RPP customers to
dispose of the global adjustment sub-account balance. The Board however accepts that NBHDL
does not currently have the billing capability to implement such a change. Given NBHDL's
current billing constraints, the Board will approve at this time the disposition of the allocated
global adjustment sub-account balance from all customers in each affected rate class. The
Board however directs NBHDL to report to the Board no later than the next rebasing proceeding,
its estimate of the costs that NBHDL would incur in order to accommodate the establishment of a
separate rate rider applicable to non-RPP customers for disposition of the global adjustment

sub-account in the future.

NBHDL accommodated this requirement for May 1, 2012 rates.

The Board approves the agreement regarding NBHDL's pilot program. The Board will consider

the prudence of NBHDL'’s expenditures in the pilot program at the time that NBHDL applies to

dispose of the deferral account balances.
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NBHDL is seeking disposition of the applicable Smart Grid deferral accounts in this
application and has provided a report on the program NBHDL executed, along with the
proposed cost allocation of the disposition by rate class. This information can be found in
Exhibit 9.

The Board believes that NBHDL should identify the microFit Generator service classification on

its Tariff of Rates and Charges and should include the monthly service charge of $5.25.

NBHDL's May 2010 Tariff of Rates and Charges included the microFit class and

associated $5.25 monthly service charge.

2011 IRM —2010-0102

1)

2)

Shared Tax Savings — Using the Board'’s rate model, NBHDL's tax sharing amount is a refund of
$16,285. The Board notes this amount is not material and orders NBHDL to record the tax

sharing refund amount of $16,285 in variance account 1595 by June 30, 2011.

NBHDL recorded this amount in Account 1595 in June 2011.

Global Adjustment Rate Rider — The Board expects that NBHDL will be in a position to dispose
of the global adjustment sub-account by means of a separate rate rider applied only to Non-RPP

customers as soon as possible, and no later than at the time of its next rebasing application.

NBHDL advised the OEB that it was still not in a position to dispose of the balance
separately to non-RPP customers, but did accommodate this requirement for May 1, 2012

rates.

2012 IRM —2011-0187

1)

Group 1 disposition — For accounting and reporting purposes, the respective balance of each
Group 1 account approved for disposition shall be transferred to the applicable principal and
interest carrying charge sub-accounts of Account 1595 pursuant to the requirements specified in
Article 220, Account Descriptions, of the Accounting Procedures Handbook for Ontario Energy
Board Electricity Distributors. The date of the journal entry to transfer the approved account
balances to the sub-accounts of Account 1595 is the date on which disposition of the balances

are effective in rates, which generally is the start of the rate year (e.g. May 1). This entry should
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be completed on a timely basis to ensure that these adjustments are included in the June 30,
2012 (3rd Quarter) RRR data reported.

NBHDL recorded this disposition in May 2012.

SPC — The Board approves, on a final basis, NBHDL's request for the disposition of the principal
and interest balances in Account 1521 totaling $6,177.50 over a two year period, May 1, 2012 to
April 30, 2014. The Board directs NBHDL to close Account 1521 as of May 1, 2012. For
accounting and reporting purposes, the balance of Account 1521 shall be transferred to the
applicable principal and interest carrying charge sub-accounts of Account 1595 pursuant to the
requirements specified in Article 220, Account Descriptions, of the Accounting Procedures
Handbook for Electricity Distributors. The date of the journal entry to transfer the approved
account balances to the sub-accounts of Account 1595 is the date on which disposition of the
balances are effective in rates, which generally is the start of the rate year (e.g. May 1). This
entry should be completed on a timely basis to ensure that these adjustments are included in the
June 30, 2012 (3rd Quarter) RRR data reported.

NBHDL recorded the disposition of Account 1521 to Account 1595 in May 2012, however,
an immaterial residual value $1,681 was written off in 2014. This variance was a result of
the difference between the amount proposed for disposition and the actual amount
remaining in the account upon actual disposition as a result of accrual timing differences

and various customer billing adjustments.

PILs 1562 — For accounting and reporting purposes, the balance of Account 1562 shall be
transferred to the applicable principal and interest carrying charge sub-accounts of Account 1595
pursuant to the requirements specified in Article 220, Account Descriptions, of the Accounting
Procedures Handbook for Electricity Distributors. The date of the journal entry to transfer the
approved account balances to the sub-accounts of Account 1595 is the date on which
disposition of the balances are effective in rates, which generally is the start of the rate year (e.g.
May 1), and this entry should be completed on a timely basis to ensure that these adjustments
are included in the June 30, 2012 (Quarter 3) RRR data reported.

NBHDL recorded this journal entry in May 2012.
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2013 IRM

1)

2)

3)

4)

SME - On March 28, 2013, the Board issued a Decision and Order (EB-2012-0100/EB-2012-
0211) establishing a Smart Metering Entity charge of $0.79 per month for Residential and
General Service < 50kW customers for those distributors identified in the Board’s annual
Yearbook of Electricity Distributors. This charge will be in effect from May 1, 2013 to October 31,
2018. The draft Tariff of Rates and Charges flowing from this Decision and Order reflects this
Smart Metering Entity charge.

NBHDL complied with this as reflected in the May 2013 Tariff or Rates and Charges.

MFIT — On September 20, 2012, the Board issued a letter advising that the default province wide
fixed monthly charge for all electricity distributors related to the microFIT Generator Service
Classification was to be updated to $5.40 per month effective with the implementation of
electricity distributors’ 2013 rates applications. The draft Tariff of Rates and Charges flowing

from this Decision and Order reflects the new default microFIT service charge.

NBHDL complied with this as reflected in the May 2013 Tariff or Rates and Charges.

Shared Tax Savings — NBHDL requested that the Board authorize that this amount be recorded
in Account 1595 for disposition in a future application given that the associated rate riders are
negligible. The Board agrees with NBHDL's request and directs NBHDL to record the tax sharing
refund of $36,506 in variance Account 1595 by June 30, 2013 for disposition at a future date.

In the preparation of the 2014 Bridge Year forecast, NBHDL determined an oversight had
occurred in 2013 with regards to this accounting order. NBHDL has recorded the amount
in Account 1595 in 2014 and is seeking to refund the amount to customers through the

Group 1 disposition request in this application, which can be found in Exhibit 9.

Smart Meter Disposition and Recovery — The Board orders NBHDL to file a stand-alone smart
meter cost recovery application as soon as possible in 2013. As argued by NBHDL, it may be to
the customers’ benefit to delay collection of these costs until 2014, however the costs should be
reviewed as soon as possible, with a Board determination as to the appropriateness of cost

recovery and the implementation date.

NBHDL submitted its request for disposition and recovery of smart meter costs in its

2014 IRM application. Disposition and recovery was granted in February 2014.
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2014 IRM

1) Group 1 disposition — The balance of each Group 1 account approved for disposition shall be
transferred to the applicable principal and interest carrying charge sub-accounts of Account 1595
pursuant to the requirements specified in Article 220, Account Descriptions, of the Accounting
Procedures Handbook for Electricity Distributors. The date of the transfer must be the same as
the effective date for the associated rates, generally, the start of the rate year. NBHDL should

ensure these adjustments are included in the reporting period ending June 30, 2014 (Quarter 2).

NBHDL recorded this journal entry in May 2014.

2) Smart Meter disposition — In granting its approval for the historically incurred costs and the costs
projected for 2014, the Board considers NBHDL to have completed its smart meter deployment.
Going forward, no capital and operating costs for new smart meters and the operations of smart
meters shall be tracked in Accounts 1555 and 1556. Instead, costs shall be recorded in regular
capital and operating expense accounts (e.g. Account 1860 for meter capital costs) as is the
case with other regular distribution assets and costs. NBHDL is authorized to continue to use the
established sub-account Stranded Meter Costs of Account 1555 to record and track remaining
costs of the stranded conventional meters replaced by smart meters. The balance of this sub-

account should be brought forward for disposition in NBHDL's next cost of service application.

NBDHL recorded the disposition of the historical smart meter costs in May 2014 and
utilized Account 1555 to track the costs of stranded convention meters. NBHDL is
seeking approval for the disposition of the balance in Account 1555 in this application. No

further costs were tracked in Account 1555 or 1556 after disposition April 2014.

Statement regarding Conditions of Service:

The current version of NBHDL's Condition of Service is publically available for on-line viewing,

printing and downloading from NBHDL’s website www.northbayhydro.com. Appendix Q — Tariff of

Rate and Charges of the document will require changes as a result of approval of this Application.
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1 Bill Impacts:

2 Please refer to “Bill Impacts” in the Executive Summary section of Exhibit 1 of this Application.
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APPLICANT OVERVIEW
The Applicant is North Bay Hydro Distribution Limited and is a corporation incorporated pursuant to

the Business Corporations Act (Ontario) with its head office in the City of North Bay. The Applicant

carries on the business of distributing electricity within the City of North Bay.

Service Area:

Description of the Applicant:

COMMUNITY SERVED:
TOTAL SERVICE AREA:

RURAL SERVICE AREA:

DISTRIBUTION TYPE:

SERVICE AREA POPULATION:
MUNICIPAL POPULATION:

City of North Bay
319.05 sq. km

270 sqg. km
Electricity Distribution
53,651

53,651

A map of NBHDL's distribution service territory is provided in Appendix 1-F.

List of Neighbouring Utilities:

NBHDL is bounded by Hydro One Networks Inc. on all service territory boundaries.



N

o N o O

10
11
12

13

North Bay Hydro Distribution Ltd.
EB-2014-0099

Exhibit 1

Page 103 of 107

Filed: December 12, 2014

Identification of Embedded or Host Utilities:

NBHDL is embedded in Hydro One’s 44 kV sub transmission system at the City of North Bay’'s water
treatment plant located at 248 Lakeside Dr. and at substation #17, which is located in North Bay's

rural area at 20 Peninsula Road.

Hydro One is embedded in NBHDL's 44kV sub transmission system at Bond St., also known as
Wood'’s junction. This system is in the process of being converted to 44kV. Hydro One is also
embedded in NBHDL's 12 kV distribution system at the northern city limits of North Bay on Highway
11 North.

Statement regarding Distribution Assets:

NBHDL does not have any transmission or high voltage asset (>50kV) deemed previously by the
Board as distribution assets and does not have any such assets for which NBHDL is seeking Board

approval to be deemed as distribution assets in this application.
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CORPORATE GOVERNANCE

Utility Organizational Structure:

A copy of NBHDL'’s utility organizational chart is provided in Appendix 1-G, together with a

description of each of the NBHDL operational units.

Utility Corporate Entities Organizational Structure:

NBHDL is a wholly-owned subsidiary of North Bay Hydro Holdings Limited which is 100% owned by
the City of North Bay. A chart illustrating NBHDL'’s corporate family is provided in Appendix 1-H. A
Service Agreement between NBHDL and North Bay Hydro Services Inc. is provided in Appendix 1-J.

Planned Changes in Corporate and Operational Structure:

NBHDL is not planning on any changes to its corporate or operational structure.

Board of Directors:

NBHDL has 5 members of the NBHDL board of directors (the “NBHDL Board”). All NBHDL Board
members are independent. NBHDL has a policy that all NBHDL Board members must be
independent. Because of this policy, there are no issues of independence and the NBHDL Board will

always exercise independent judgment when carrying out its responsibilities.

Board Mandate:

The Board’s mandate, as set out in NBHDL'’s Shareholder Declaration is detailed below.

“

a) The Business is integral to the well-being and the infrastructure of the City of North
Bay. It is in the best interests of the community of customers and the residents of North Bay

whom the Business affects, that the Company conducts its affairs:

A) On a commercially prudent and sustaining profit basis

B) In a manner consistent with the policies established by the Shareholder from
time to time

C) In accordance with the financial performance objectives of the Shareholder

b) The Company will provide a reliable, safe and efficient electricity distribution system
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C) Distribution rates will be set by the Board and according to the rules of the Ontario

Energy Board

d) The Business is at all times subject to such licences, codes, policies, rules, orders,

interim orders, approvals, consents and other actions of any regulator.

e) The Company will provide its services regarding customer satisfaction, energy

conservation and environmental responsibility

f) The Board is responsible for Causing the Company to conduct its affairs in

accordance with the same”

Board Meetings:

The following meetings of the NBHDL Board are scheduled for 2014:

e Thursday, March 27, 2014 at 5:00pm

e Thursday, May 15, 2014 at 5:00pm

e Thursday, June 26, 2014 at 5:00pm

* Thursday, September 18, 2014 at 5:00pm

*  Thursday, December 4, 2014 at 5:00pm

Orientation and Continuing Education:

The NBHDL Board receives continuous education through Board Reports, Board Meetings and
briefing sessions provided during informal meetings usually held at least twice per year. From time-
to-time, external subject matter experts are utilized to assist with the education process. NBHDL
Board members, through their professional careers are also active in industry related issues and

receive continuous education through this experience.

Code of Conduct:

The NBHDL Board, management and staff have adopted the following Ethical Business Code of

Conduct:

“Our Code of Conduct is comprised of our Core Values and specific Standards of Conduct,
designed to govern our business decisions and actions. The Code is an expression of
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fundamental values and represents a framework for decision-making. The integrity,
reputation, and profitability of North Bay Hydro Distribution Limited ultimately depends on the
individual actions of our employees. Each employee is personally responsible and
accountable for compliance with our Code.

These Standards of Conduct serve to assist in defining our ethical principles and are not all
encompassing. The Standards must be interpreted within the context of North Bay Hydro
Distribution Limited policies and good common sense. All employees must be mindful of
avoiding at all times, on and off the job, circumstances and actions that give the slightest
appearance of an impropriety of wrong doing which could discredit the corporation. These
Standards of Conduct will be enforced equitably at all organizational levels.

Purpose
The purpose of this document is to inform employees of the Code of Conduct.
Scope

This policy applies to all employees (including all members of the Board of Directors) of
North Bay Hydro Distribution Limited.

Core Values

The corporation has established four core values that all employees should strive to emulate
each working day. To be effective, these values must be understood, communicated,
reinforced, and integrated into all our daily activities. North Bay Hydro’s four core values
include the following:

1. Respect for People: Treat others, as you would have others treat you. Honesty,
integrity, and ethics are never compromised. We expect you to show a positive and helpful
attitude, to be honest, trustworthy, reliable, dependable and punctual in all of your workplace
activities.

2. Safety and the Environment: Demonstrate a personal, unrelenting commitment to
health and safety excellence. Protect yourself, your fellow employees, the public, and the
environment.

3. Financial Success: Each employee can do their job to the best of their ability. This
will help to produce solid earnings, with dividends that meet the expectations of our
shareholders.

4. Customer Service: Determine your customers’ needs by listening. When you can

meet those needs, do so; when you cannot, tell them you cannot — or tell them who can.

When serving customers be pleasant, courteous, smile, and act professionally at all times.”
NBHDL's Board reviews compliance with its Code of Conduct at Board meetings; through direct
engagement of staff, customers and stakeholders; by their own experience as customers; through
external audits, informal meetings and briefings; and by asking questions on any issue they feel

relevant.
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Nomination of Directors:

The NBHDL Board and the NBHDL shareholder identifies and selects new members of the NBHDL
Board by advertising vacancies in the local newspaper and interviewing appropriate candidates for

nomination. All NBHDL Board members act on a voluntary basis without remuneration.

Board Committees:

There are no regular committees of the NBHDL Board.
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RESPONSES TO LETTERS OF COMMENT
NBHDL will file all responses to matters raised in letters of comment filed with the OEB during the

course of the proceeding in this Exhibit 1, in accordance with Section 2.4.9 of the Filing

Requirements.



1 Appendix 1-A NBHDL Customer Engagement Event Summary 2010 — 2014

2

Board Appendix 2-AC — Customer Engagement Activities Summary

Provide alist of
customer
engagement
activities

Provide a list of customer needs and
preferences identified through each
engagement activity

Actions taken to respond to
identified needs and
preferences.

If no action was taken,
explain why.

15,000-20,000
customer walk ins
per year to office for
service

Pay a hill, arrange payment terms, account set
up, general inquiries, new servce

Maintain this service option
including an ability to make
payment in-person. Trained all
front office staff to handle
majority of issues

25,000 - 27,000
phone calls per
year

Need to explain the bill, need to make payment
arrangements, account balances, billing inquiries

Trained all front office staff to
handle inquiries

Annual vegetation
control program,

Need to confirm scope of work on each property
to safely establish right of way

Sign off from each peoperty
owner for medium to heavy

4000-6000 trimming and removals
customers/year

Locating electrical Need to build new infrastructure requires Automated the locate process
infrastructure, electrical plant to be safely located so to handle call volume.
2,300-4,000 construction can proceed

requests per year

Keeping customers
informed on system

Customer request for information on power
outages

Web-based Power Outage Map
with social media updates

performance

Business Customer | Need to control electricity consumption, need to Business customer breakfast

Engagement understand the bill, need to reduce electricity sessions, meetings through

costs Chamber of Commerce,

individual customer meetings,
provide expert advise on
metering, supply and power
gaulity issues

Grade 6 Need for future electricity consumers to Smart Grid Smart Kids

Environmental understand Ontario's electrical system interactive program offered to

Program all Boards of Education across

the City

Electrical Safety
Awareness training

Need for elementary students to understand and
respect electrical system hazards

Offer an in-classroom program
for all JK through Grade 8
classes in the City of North Bay

Working with
customers on
economic
development
activities

Need for coordinated, multi utility infrastructure
development according to customer schedule
and budgets

Core membership in City of
North Bay's Development
Application Review Team,
annual utility coordination
meeting to minimize adverse
customer impact




Customer Demand
Work

Customer require new services, service
upgrades, increased transformation, sevice new
developments including subdivisions

Requets are managed through
a customer que with
appropriate prioritzation

Trouble call
response

Customer need for power restoration

24/7 coverage with ability to
call in necessary resources to
respond to most contingency
situations

Participation in
conservation
programs

Customers need to replace building systems and
infrastructure and reduce electrcity costs

Provide all OPA programs in
demand with local resources

Annual Christmas
Walk

Need to support Downtown Improvement
Association (local merchants), our City and to
raise awareness about seasonal conservation
tips

Deploy staff and equipment to
offer bucket truck rides and
one-on-one interaction on the
value NBHDL

Roving Energy
Managers

Need for technical expertise to identify and
implement complex industrial conservation
projects

NBHDL obtained special
approval from the OPA to
engage 2 Energy Managers

North Bay Regional
Health Centre
Cogeneration
Project

Need for customer to have more back up power,
hedge against commodity price volatility and
increase thermal supply

NBHDL worked with 3 Energy
Ministers, the OPA, OEB, IESO
for 4 years to have
cogeneration included as a
conservation technology as
originally intended by the
Minister

Business Customer
Engagement
Survey Fall 2013

Customers confirmed they are satisfied with level
of reliability of the local system, are unclear what
is driving electricity pricing, are unclear how to
read their bill and do not use NBHDL's website

The bill format has been
updated to make it easier to
read and the website has been
re-vamped with updated
information. Findings will be
integrated into future
communication initiatives

Joint Chamber of
Commerce
Business Customer
Survey

Customers identified expected changes in
electricity consumption, knowledge and
awareness of conservation programs,
communication preferences and impressions on
reliability

Used the information to validate
utility load profile and
determine that all media
channels must be used for
communication purposes as
there are no preferences

Business Customer
Focus Group

Customers need confidence in the entire
electricity system to deliver value and to convince
them they are not victims, rather they do have
control

Developing a targeted
communication plan for 2015

Residential
Customer Focus
Group

Customers need confidence in the entire
electricity system to deliver value and to convince
them they are not victims, rather they do have
control

Developing a targeted
communication plan for 2015,
bill format was revamped and
website content improved.

UtilityPulse

Customers want low price and high value,

Working on a communication




Customer
Satisfaction Survey

customer service, company leadership, the
business to be a good corporate steward,
operational effectiveness and power
quality/reliability. Customers require various
communication channels to be kept informed

plan in 2015 that provides
information on cost control,
electricity cost drivers and
value the industyr provides
consumers

Innovative
Research -
Customer
Consultation Fall
2014

Customers want continued delivery of high quality
services, reliability of service, affordable
electricity costs, assistance to reduce
consumption, thereby costs, communication
through a variety of channels, Business to be
customer centric including timely service that
solves their problems and professional
interactions with highly skilled and experienced
personnel.

Refer to Exhibit 1 - NBHDL's
Response to Customer
Preferences




Further NBHDL Customer Engagement Event Summary 2010 — 2014

Event Date Attendance Summarize Benefit Outcome Media
North Bay April 2010 | N/A This event was an Since conservation is | Public awareness N/A
Home Builders opportunity for such an innovative
Show NBHDL to interact and new concept,

with patrons who this home show

attending the home allowed NBHDL to

show. NBHDL staff introduce some of

was able to the ideas and

demonstrate and fully | technology to the

explain the community of North

conservation Bay

programs.
Business June 9, +/- 100 Terry Young, IESO This breakfast Businesses gained | Invitation created
Breakfast 2010 Director of External allowed NBHDL to more knowledge for event available.

Relations gave a reach out to the regarding

presentation on businesses in North conservation

Managing Electrical Bay and inform them | programs and what

Costs about what programs | could be in it for

Todd Wilcox, COO at | are available with them in terms of

NBHDL gave a incentives. incentives and

presentation on TOU | This event also competitive

rates and the new allowed businesses advantages.

incentive programs in the community to

available. learn more about

Motion sensors and | time of use rates.

LED lights were

discussed.
Small Business | July 2010 | +/-70 Small NBHDL discussed Small businesses Small businesses N/A
Retailer Businesses information on were able to ask in the community
Information electricity retailers guestions about appreciated
Event and electricity pricing | electricity rates and NBHDL's outreach

in partnership with
the downtown

improvement area
(DIA) organization.

attained more
knowledge when
dealing with retailers.

effort and attempts
to clarify
information.




Christmas December This was used as an | By participating in Keeps N/A
Walk 2010 opportunity to get out | community events, conservation in the

into the community to | NBHDL is able to get | forefront of the

promote Energy a clearer picture of community’s mind

Conservation and the | what the public

OPA programs. awareness is

regarding energy
conservation

Watts Up With | October +/- 500 Students were taught | Many people are Taught students Pictures drawn by
This 2011 about phantom load, | unaware of just how | and their families the students

shown an experiment | much electricity is how to be more available.

to demonstrate it. used for phantom responsible in

Students were given | load. This terms of phantom

a diary where they presentation load and steps they | Summary of the

were to track the educated the could take to event available

phantom loads at students and their reduce it. Media (Sofa

their homes. They families on what PL coverage of the Communications)

were provided with is and what tools event allowed the

devices called “Kill-a- | they could use to community to learn

Watt in order to reduce it. about PL as well.

properly measure the | A contest to win an

phantom load. iPad made the kids

Students were taught | participants willingly

to turn their power and it showed them

bars off when they that conservation can

were done using the | be rewarding.

device.
North Bay Nov 2, +/- 36 Introduced CDM Helped contractors Contractors and Invitation created
Hydro Energy | 2011 programs and and business owners | businesses were for event available.
Workshop services offered by understand that more comfortable

NBHDL to customers
and their contractors.
Offered options for
maximizing savings
and minimizing
electricity usage.
New energy

energy conservation
is the way of the
future and in order to
combat the rising
electricity trends,
sustainable
measures must be

enrolling in the
CDM programs
and NBHDL saw
an increase in
applications.




conservation
technologies.

put in place.

Retrofit July 25, +/- 30 Engaged with It allowed us to More applications Invitation created
Contractor 2012 contractors to explain | explain the program, | were submitted for event available.
Breakfast the Retrofit program. | clear up any of the using the manual

Discussed current misconceptions, and | application

electricity price to find out what process.

trends and the would motivate the

importance of contractors to

offsetting the costs of | encourage their

electricity. customers to

Detailed out the participate.

application process

and answered

questions.
True North Sept 20, N/A Chamber of Public awareness N/A Media Release
Recognition 2012 Commerce Business | Business recognition Available
Event After Hours Event encourages other Invitation available

Recognition of True | businesses to take

North’s efforts in part in going green

going green.

Allowed other

members of the

public to ask

questions and learn

about energy

sustainability.
Nipissing Nov 2012 +/-200 Tenants of Golden Get tenants 217 tenants out of | Recognition at
District Age and Edge Water | interested and 244 in the golden various housing
Housing apartment units excited to participate | age and edge provider events.
Corporation received information | in the program and water apartment
Tenant on the alleviate any possible | buildings
Information saveONenergy mis-communication participated in the
Session Home Assistance by directly providing program.

Program. program information.

NBHDL Continue to improve

representatives and build

provided information

relationships with key




on the program,
registration process,
and answered
general questions
about energy use.
Light bulbs and
power bars were
given away as prizes

community
organizations such
as Nipissing District
Housing Corp in
order to let good
news travel to other
housing providers.

CDM Business | Dec 13, 50+ GS>50 customers Those who attended | Many GS>50 Digital Pictures
Breakfast 2012 were invited the event were given | customers have available.
Explained changes in | insight into the participated in the
the electricity energy sustainability | Save on Energy
industry. and, since this a programs NBHDL
HVAC and Chiller fairly new concept, offers.
consumption and many of them had no
how minor previous knowledge.
adjustments could
have a big impact.
DR
Home and April 2013 | N/A The H&G Expo Smart meters were a | 50 participants News article
Garden Expo allowed NBHDL to relatively new were signed up to available.
join other businesses | technology and many | participate in the
in the community in customers had Peaksaver PLUS
showcasing guestions they were | program.
new/improved goods | able to get answer.
or services to the Peaksaver PLUS
community. was a new program
Smart Meters and the expo allowed
Peaksaver PLUS an opportunity to get
Provided insight to customers signed up
patrons who stopped | to participate and
by the booth into answer any
electricity rates and | questions that had.
how to offset them.
Canadore April 2013 | +/-500 Canadore college Provide students Over 50 students N/A

College Energy
Conservation
Symposium

energy conservation
symposium invited
over 50 exhibitors to

information on
emerging in-home
monitoring

qualified and
registered for the
Home Assistance




showcase their
environmental
management efforts.
NBHDL provided
information on its
Peaksaver Plus and
home assistance
program.

technologies and
register qualifying
participants.

Provide students
information on the
home assistance
program that offers
free energy efficient
measures to students
which in turn will help
them reduce their
utility bill.

Program.

Electrical June 2013 | +/- 1750 Electrical Safety and | Students learned the | Students learned a | Pictures available.
Safety Week Conservation gave importance of being | great deal of

presentations on around electricity and | information about

behalf of NBHDL just how dangerous it | electricity and they

The main purpose of | can be. would go home

this event was They were also and teach their

electrical safety in taught ways in which | families as well.

schools, home, and | they could help

outdoors for children | conserve and be

in grades SK-8. more responsible

The importance of with their energy

conservation was consumption.

also discussed with

the students.
Nipissing July 2013 +/-100 Presentation to Showcase benefits of | Participation into N/A
District golden age and edge | the home assistance | the program.
Housing water apartment program and the
Presentation building tenants was | outreach strategy

conducted to provide | adopted by NBHDL.

information on

NBHDL’s Home

Assistance Program.
HAP Breakfast | Aug 12, +/- 50 Participants who It prepared 200 participants Invitation created
Presentations 2013 qualified for the participants for the were completed in | for event available.
2 program were audits that were the pilot run of this

brought together to

going to take place.

program

News releases




learn about what
HAP could offer them
Presentation involved
a power point going
over the program and
there were prizes
and giveaways.

2 locations

After the presentation
they would be
expecting someone
to knock on their
door. It also provided
them with knowledge
so they knew the
value of the program.

regarding HAP
program available.

Presentation to | Sept 2013 | +/-30 Presentation to Increased Hotel group N/A
HOST HOST, which is an participation into increased their
(Hospitality organization that NBHDL participation in
Organization works with the City of | saveONenergy energy
Strengthening North Bay, the North | retrofit program was | conservation
Tourism) Bay and District immediately noticed programs and

Chamber of and better managing their

Commerce and local | relationships were environmental

groups to develop built with customers. | footprint.

and promote events

that will increase

tourism .

The contents of the

presentation were

regarding electricity

rates, history of the

industry, trends in the

market, and

opportunities for

energy conservation

including promotion

of key programs.
Smart Grid October +/- 750 NBHDL connected It is important for Established a good | Newspaper article,
Smart Kid 2013 with 5/6 classes into | children to learn relationship with online news

discuss new
technologies that are
helping to make
energy delivery and
consumption more
efficient.

about sustainability
so that they can
develop responsibly
habits which will
follow them for the
rest of their lives.

the school involved
and taught the
students/teachers
about responsible
energy
consumption

articles, a kid
friendly video, and
pictures available.

Summary of the
event available




Smart Meter
technology

Merrick Landfill site
New substations in
North Bay

Smart car technology

(Clark
Communications)

Presentation to | Feb 2014 +/-40 NBHDL made a Maintain rapport and | Established a good | N/A
Probus Group public presentation to | build further relationship with

the probus club of relationship with key | key community

North Bay. community partners; | organizations who

The club represents especially in helping now supports

special service them understand NBHDL.

groups within the more about rate

community and structures and

consists of high conservation

profile members of programs.

the community.

Information on

electricity rates,

market

structure/trends,

future of the sector,

and energy

conservation

program/results were

discussed.
NBH May 1, +/- 400 NBHDL was This presentation Generated N/A
Presentation at | 2014 approached by the reached 400 awareness and
St.Huberts school to do a students and their provided the
Public School presentation families, which students with

regarding
sustainability a day
that the school was
going to be having a
“green” day.

NBHDL presented to
the entire school
regarding the Merrick

means that many
more people would
be able to make
informed decisions
regarding energy
sustainability.

information on
sustainability,
which they would
go home with and
share with their
families.




Landfill Site, the
electric car.

A short video was
presented and NBH
awarded the “Green
Team” at the school
with Thank You gifts.

Peaksaver May 7, +/- 4000 In order to promote This was a great way | It created a Pictures available.
PLUS at 2014 the program and get | to reach many sufficient amount of
Battalion participants to sign members of the public awareness,
Game up, NBHDL setup a | community all at but not many

booth at one of the once. The intention customers signed

final games of the was to catch people up to participate in

OHL playoffs. while they were the Peaksaver

Customers were able | happy so they would | PLUS program.

to ask questions be more likely to sign

about the program up to participate.

and, if they signed up

on the spot, they

were entered into

contest.
Annual May 8, +/- 25 Board Members of The Chamber of It creates good N/A
Presentation to | 2009 the North Bay Commerce is an general awareness
Chamber of Chamber of influential and the Chamber
Commerce Commerce receive a | organization in the shares program
Board of presentation from community that information at their
Directors NBHDL covering serves local events.

information on
consumption patterns
of local businesses,
conservation
programs, and areas
of opportunities.

businesses. ltis
prudent to provide
the Chamber with
updated information
on programs
available to their
members in order to
encourage
businesses to
participate and
conserve energy. It




also provides value
to the Chamber and
their membership
holders.

Peaksaver May 31, N/A This was another This was another Created a good One picture
PLUS at 2014 opportunity to great opportunity to amount of public available.
Canadian Tire promote the reach people in the awareness

Peaksaver PLUS community and talk regarding the

program to the to them about program, but not

community. responsible energy many people

It provided another use. actually signed up

opportunity to get to participate.

customers signed up

to participate and ask

any questions they

may have had

regarding energy

conservation.
City of North June 20, +/- 150 The City of North Bay | The structure of this | All of the City Hall | N/A
Bay 2014 requested that presentation reached | employees went
Presentation someone from a great deal of home being more

NBHDL make a people all at once. informed with

presentation to all of | It explained the where energy is

their staff regarding electricity trends so going in the future

conservation and that the employees and what they can

other relevant could be better do to conserve

material. informed about today.

It was structured into | electricity.

4 different

presentations, in

order to reach all the

City Hall employees.

The presentation

discussed the trends

in electricity rates

and energy

sustainability
City of North 2012-2014 | +/-50 Quarterly meetings Sign up projects for Build an excellent | N/A




Bay Energy with the City of North | NBHDL's relationship with
Efficiency Bay to discuss saveONenergy the City of North
Committee energy efficiency retrofit program and Bay and other new
Meeting and opportunities for all conserve energy. businesses arriving
DART municipal assets and | Participants also or expanding within
Meetings also discuss benefit from receiving | North Bay.

opportunities with incentives and

new businesses reducing costs.

arriving into town.

Responding to general inquiries: On average 100 businesses receive one-on-one consultation each year by NBH’s energy managers on
how they can reduce their energy profile.

Community Benefits: Multiple community organizations such as ODSP, OW, LIPIl, NPDC, Native Housing, Turret Properties, Bradwick
Properties and other landlords receive information on energy conservation programs and receive measures through NBHDL'’s programs.
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Appendix 1-A.1 Business Customer Survey Summary (November 2013, 101 participants)
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Appendix 1-A.2 Residential Customer Survey Summary (September 2013, 876 participants)
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Appendix 1-A.3 Joint Chamber of Commerce Business Customer Survey (May 2014, 74
participants)
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Appendix 1-A.4 Business Engagement Session Summary (May 2014, 11 participants)
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Appendix 1-A.5 Residential Engagement Session Summary (June 2014, 25 participants)
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Appendix 1-A.6 UtilityPULSE Customer Satisfaction Survey
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Appendix 1-A.7 INNOVATIVE Customer Engagement Report



1 Appendix 1-B 2011 Audited Financial Statements



1 Appendix 1-C 2012 Audited Financial Statements



1 Appendix 1-D 2013 Audited Financial Statements



1 Appendix 1-E 2011-2013 Reconciliated Audited Financial Statements
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Appendix 1-F Map of Distribution Service Territory



Appendix 1-G Utility Organizational Chart

1

2

3 DEPARTMENTAL OVERVIEWS

4 Following is NBHDL's organization chart:

2014/2015 North Bay Hydro Distribution Limited's Organizational Chart

T EE

5  The following is a description of each of the NBHDL operational units.

NORTH
BAY
’ HYDRO

i
Community Power

Updated: August 19, 2014

6 1. Engineering:

7  The Engineering department at NBHDL consists of engineering services, network control operations,
8  substation services and asset management. The Engineering department currently has ten staff,
9 consisting of the Manager, Engineering, one Engineer In Training, one Substation Operator, one
10  Substation Electrician, one GIS Technician, one Draftsperson and 4 Engineering Technicians. There
11  are no plans to change the complement in total in either 2014 or 2015, however turnover is expected

12 as one of the Engineering Technicians retires in 2015. A replacement will be hired at the start of



© 00 N o O b~ W N

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31

2015 to allow for transition.

Although separate departments Engineering and Operations are completely integrated to execute
distribution system maintenance activities. Generally Engineering defines the frequency of
maintenance activities and is directly responsible for maintenance and repair on substations and
managing the annual vegetation control program. Operations are responsible for maintaining
overhead and underground assets outside of NBHDL's substations. Collectively they make the
distribution system assets function as a reliable and safe system. Engineering and Operations are
distinct functions but they work cooperatively to maximize the performance and safety of NBHDL's

system. Both departments have a responsibility to design and execute the capital work program.

a) Engineering Services:

Engineering services is responsible for the safe and efficient design of the electricity distribution
system, ensuring long term plans and expenditures are appropriate to accommodate future customer
growth and infrastructure renewal to maintain safe and reliable service levels. Engineering services
include: (i) asset management, including the planning and design of overhead, underground, and
street lighting distribution projects; (i) working with new customers or existing customers with
expansion requirements to safely and efficiently connect to the distribution system (iii) utilizing
engineering standards that are developed within the electricity distribution system in accordance
with Electrical Safety Authority (“ESA”) standards and regulations; (iv) drafting and surveying
services using Computer Aided Design (“CAD"); (v) maintenance of asset records and
enhancements to the Geographical Information System (“GIS”); (vi) inspections of the electricity
distribution system to ensure compliance with the distribution system code; vii) co-ordination and
administration of the OPA’s Feed-in Tariff (FIT), microFIT programs, and NBHDL's responsibilities
under the Ministry of Energy’s Green Energy and Green Economy Act (GEGEA); (viii) managing
joint use attachments by various third parties (ix) liaison with customers, developers, utilities and the
City of North Bay including its Development Application Review Team and (x) managing the annual
vegetation control program including obtaining permission from all individual customers for major

trimming and tree removals.

NBHDL uses ESRI's ArcGIS as its GIS system. The GIS is used for asset management activities,
troubleshooting system problems in the control room, identification of how many and which
customers have been impacted by an outage, delivering underground utility locating services for

excavating contractors, and for design and construction activities including new capital projects and



o N o o0 b~ W N P

11
12

13
14
15
16
17
18
19
20
21
22
23
24

25

26
27
28
29
30
31
32

customer connections. The GIS is a critical system as it contains customer information, estimated
peak demand, pole information, wire and cable information (i.e. size, type, installation 7 date),
transformer information (i.e. kVA, voltages, installation date, manufacturer, weight, 8 impedance,
estimated peak demand) and switch installation (i.e. type). The information is geographically located
with electrical connectivity. Engineering uses approved Utility Standard Forum standards and
establishes processes to ensure compliance with Ontario Regulation 22/04. Ontario Regulation
22/04 is a performance based standard covering the safety requirements for the design, construction
and maintenance of electrical distribution systems in Ontario. Under Ontario Regulation22/04
NBHDL is audited each year with a report sent to the Electrical Safety Authority. The most recent

audit conducted in the spring of 2014 found “no areas of non-compliance or needs improvements”.

b) Network Control Operations:

Network control operations are responsible for the 24-hour monitoring and operation of the electricity
distribution system through NBHDL's control room. The control room at 74 Commerce Court in North
Bay is staffed during the day and during contingencies. An answering service company is contracted
to contact a “duty” lineperson in the event of service problems after normal business hours. The
control room is linked to the distribution system by a data communication network and information is
processed by a Supervisory Control and Data Acquisition (“SCADA") system. Real-time breaker
status, switch position, and voltage and current readings from the Hydro One transformer stations
and sent to the control room and displayed on the SCADA system. The control room operators
monitor the system and dispatch repair crews to manage equipment failures and provide work
protection for the crews doing work on the system. The SCADA system will also notify the cell phone
of “on call” staff. The “on call” SCO will go to the control room to address the problem along with the

appropriate line trouble response staff.

c) Substation Services:

NBHDL owns 17 substations which step-down voltage from the 44kv sub-transmission system to
distribution voltages. Substation Services, consisting of two full time staff with support from external
contractors as required, Substation Services is responsible for the maintenance of all station
equipment as described in the Distribution System Capital Plan in Exhibit 2, Schedule 1, Appendix
2-8. NBHDL's station maintenance strategy focuses on minimizing, to the extent possible,
emergency-type work by improving the effectiveness of the planned maintenance program

(including predictive and preventative actions) for its substations. Regular monthly inspections are
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carried out on substation yard and equipment and major planned maintenance is carried out every
two years by NBHDL staff assisted by specialized contractors where required. Major maintenance
includes electrical tests on power transformers, oil tests on the power transformers, electrical tests
on circuit breakers, and protection relay testing. Substation staff also support, in conjunction with
Operations, NBHDL's SCADA switch maintenance and installations, transformer testing, and
maintenance, recloser maintenance and installations, and voltage regulator maintenance and

installations.

d) Asset Management

The Engineering team continuously refines the asset management program to meet reliability,
demand, security and capacity requirements while ensuring long term affordability and responsible
stewardship of the distribution system. In this role the Engineering team performs a condition-based
system analysis to drive long-term asset investment decisions in order to optimize the capital and
maintenance cost mix throughout the lifecycle of the asset. This team is responsible for maintaining

distribution system asset records in all Asset Management systems.

The Engineering group has a significant workload with constantly changing priorities because of the
dynamic nature of NBHDL's system and customer needs. Working with customers on new services,
new connections or expansions can be a challenge especially given that most work becomes a
priority just before winter weather sets in. Engineering staff engage customers, on their premises,
to understand their requirements, timelines and cost expectations. Customer expectations are
managed utilizing a que process, first project request in, first out. Work is coordinated with
customers and their representatives including local electrical contractors. In this context the term
customer extends to include communication companies that want to attach infrastructure to
NBHDL's poles.

During major planned and un-planned outages Engineering, including substations staff take on
responsibility for assessing overall system needs and may direct Operations staff where
appropriate. The groups work as a team to quickly and safely restore power. Customer
engagement is very important during outages and as suggested by customers and the media,
NBHDL has developed a web based tool to provide information on system status and whether
crews are responding. Social media is also utilized during these situations. Perhaps the single
largest customer engagement activity undertaken by Engineering works with customers to obtain

permission and support for the annual vegetation maintenance program
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2. Operations:
The Operations Department of NBHDL consists of field crews (including dispatch), stores and
customer service. Operations is also responsible for fleet management. The Operations department
currently has nineteen staff consisting of an Operations Manager, one Supervisor and seventeen
front line staff. There are no planned additions to complement in 2014 or 2015, however five
retirements are expected to occur over the next five years including the current management and
supervision. The Manager and supervisor are responsible for achieving department results including

health and safety objectives.

a) Field Crews
Field crews are responsible for i) predictive maintenance, ii) preventative maintenance iii) emergency
maintenance and repairs, iv) service work v) capital project implementation on overhead and
underground distribution plant. They also work with Substation staff to help operate switches and
devices at substations. Field crews are also available to help other utilities during contingency
events. Field crews consist of four chargehands, nine powerline maintainers and one powerline
maintainer learner. There is also an operations dispatcher who coordinates work activities and
provides administrative support. The crews are available 24/7 365 days a year to respond to any
planned or un-planned outages on the system. They respond regardless of weather and time of day.

Working safely is their main objective while accomplishing tasks quickly and efficiently

b) Stores:
NBHDL has integrated the stores and purchasing functions into one position. Stores is responsible
for the procurement of all goods and services for NBHDL in accordance with the approved
Purchasing Policy, including relationships with suppliers, co-ordination of quotations and tendering

processes, and the negotiating of agreements.

Stores is also responsible for the receiving of inventory, issuing of materials, and inventory returns,

as well as the monitoring and control of inventory, including cycle counts, and building maintenance.

This function also coordinates NBHDL's participation in the Northeast District Buyers Consortium
which serves to jointly procure major hardware including, poles, conductor, transformers, switches

and arrestors.
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c) Customer Service:
Customer Service is responsible for completing locates, collections including disconnects and
reconnects and supplemental meter reading. Customer Service has two full time Customer service
Representatives. Workload in this department has increased significantly because of demands for
locates. The One Call system has heightened awareness and also the requirement for third party
attachments to NBHDL's system. The workload of this department has increased significantly with

collections work orders up over 60% since 2010 and locates requests up 55%.

d) Fleet Management:

Although not a distinct department, the Operations Manager and Supervisor are responsible for the
maintenance and control of approximately 27 vehicles, including 6 bucket trucks, 2 radial boom
devices, and 19 cars, vans, and pick-up trucks. Fleet also manages approximately 11 major pieces
of equipment such as forklifts, pulling machines, tension machines, and trailers for poles and
material. Having modern, reliable and safe equipment is a mandatory requirement for completing
capital and maintenance work efficiently and safely. Working over and next to high voltage conductor

means equipment and tools must perform.

Fleet maintenance is outsourced to specialized contractors.

NBHDL's vehicle replacement program provides for the replacement of small vehicles on a seven to
ten year timeframe, the replacement of large trucks on a twelve timeframe, derricks fifteen years and
the replacement of equipment and trailers on a twenty to twenty five year timeframe. NBHDL's
objective is to maximize the life of its vehicles and equipment through routine maintenance
programs, while at the same time ensuring that the level of capital expenditure on an annual basis is
fairly constant. Operational and mechanical assessments are completed each year to determine the
condition of each vehicle. The following items are reviewed: safety aspects of the vehicle; dielectric
integrity, operational and body condition; age of the vehicle; kilometers and hours on the vehicle;

past major mechanical problems; and potential major mechanical problems.

Vehicle costs are allocated to operations, maintenance, capital, and third party receivable accounts
based on the number of hours employed in these activities. A standard hourly cost is set for different
classes of vehicles within the fleet.

The fleet management program also includes the testing of live line equipment including tools, cover-

up etc.
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Engineering and Operations together are responsible for the operations and maintenance of
NBHDL's distribution system. Maintenance activities include those predictive and preventative
maintenance programs which proactively determine where issues or risks exist on the distribution
system, or where the probabilities are increasing for new issues or risks to occur. NBHDL
continuously reviews and evaluates its maintenance information from visual inspections in order to

adjust predictive and preventative actions.

Repair activities consist of both planned and unplanned activities. Planned repairs represent work
that is scheduled, and where possible, completed without interruptions to customers. Customer
interruptions may be required for immediate emergency repairs, such as distribution system outages
or failures due to storms, tree damage, animal or bird contact or equipment failures. Maintenance
activities also include vegetation management (tree trimming, removals and brushing), which is on a

4 year cycle, with one quarter of the City maintained each year.

NBHDL engages in the following types of maintenance and service programs, some of which are

prescribed by the Distribution System Code (DSC):
Predictive Maintenance

Predictive maintenance activities involve the testing of elements of the distribution system. These
activities include infrared thermography testing, transformer oil analysis, planned visual inspections
and pole testing. These evaluation tools are all administered using a grid system with appropriate
frequency levels. Any identified deficiencies found are prioritized and addressed within a suitable

time frame.

Preventative Maintenance

Preventative maintenance activities include inspection, servicing and repair of network components.
This includes overhead and pad-mounted load break switch maintenance, insulator washing and
cleaning/inspection of underground vaults. Also included are regular inspection and repair of
substation components, relays, and ancillary equipment. The work is performed using a combination
of time and condition based methodologies. Inspections are conducted on one third of the
distribution system each year in accordance with the Minimum Inspection Requirements outlined in
Appendix ‘C’ of the OEB’s Distribution System Code (“DSC"). Testing of the distribution assets
typically involves the measurement of some aspect of the distribution asset's condition (e.g. the

measurement of electrical current and voltage on a system asset). A significant component of
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preventative maintenance activities is the annual vegetation management program. This includes
both on-cycle and off-cycle work required because of tree growth or a decline in the condition of a
tree such that it requires immediate attention. The service territory has been broken into four
sections with one section completed each year. The actual work is contracted out but NBHDL is
responsible for customer contact and permission for major work to be completed on each property in

the City.

Emergency Maintenance

This includes unexpected system repairs to the electrical system that must be addressed
immediately. The costs include those related to repairs caused by storm damage, emergency tree
trimming, high winds and accidents from vehicle contact with poles, guys, etc. The ultimate objective
is to reduce this emergency maintenance when possible. This work also includes holding poles with
derrick trucks that have been damaged in accidents or when excavation at pole base causes

instability.

Service Work

The majority of costs related to this work pertain to service upgrades requested by customers, and
requests to provide safety coverage for work (overhead line cover ups). This includes service
disconnections and reconnections by NHBDL for all service classes; assisting pre-approved
contractors; making final connections after Electrical Safety Authority (“ESA”) inspection for service

upgrades; and changes of service locations.

Customer engagement is also a major priority and requirement for Operations. When maintenance
or capital work requires planned outages, Operations staff contact many of the customers impacted
to arrange mutually convenient times to schedule the work. Often this requires evening or weekend
work to minimize impact on businesses. Often a fair degree of coordination is involved as customers
prepare themselves for the outage. Often they schedule repairs and maintenance on their systems at

the same time.

3. Energy Management and Metering
The Energy Management and Metering Department has a mandate to deliver provincial conservation
and renewable generation programs and provide metering installation and repair/maintenance
services. This Department consists of three full time resources including an Energy Management
Advisor, a Meter Technician Leadhand and a Meter Technician Learner. No additions are planned
for 2014 or 2015. The Meter Technician Leadhand is expected to retire in 2017.
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a) Energy Conservation:
Energy conservation is responsible for implementing and achieving conservation results as required
by provincial initiatives. This is developing into a significant workload and responsibility for NBHDL
as the 2015-2020 provincial framework has ambitious targets and limited funding. The funding and
reporting for these responsibilities are not part of this application process however conservation
efforts require a significant amount of resourcing support from the entire organization. This work is
incremental in nature and for the most part been managed by the existing complement. It is not clear
whether incremental resources will be required to support the new framework. Some of the workload
includes i) reviewing billing and consumption information by customer to look for opportunities ii)
working with customers to identify conservation opportunities iii) developing the business case for
investment in new efficient technology iv) working with customers and allies to get new equipment
installed iv) completing all the documentation to support reporting and incentive payments v)
verifying work has been completed and confirming results and incentive payments vi) reporting
results through provincial systems vii) processing and payment of invoices and incentives. The
current reporting systems are onerous and labour intensive. Based on experience and customer
preference NBHDL offers a turnkey service for CDM program participation as customers do not have

the time, expertise or money to expend on the administration associated with the programs.

b) Metering:
Metering is responsible for the purchasing, installation, testing and commissioning of all new simple
and complex metering installations. Metering is also responsible for the ensuring meters
communicate with either the wireless network or phone interrogation system. Maintaining
communications with the new wireless AMI system is a new responsibility and new workload
requiring daily attention. This is a significant new responsibility that has added not only additional
work and accountability, but requires very specific handling of meter changes such that dates, time
and locations are accurately tracked through electronic work order management systems so that
time-based interval meter readings are not lost. Metering also liaises with NBHDL’s Meter Service
Provider on issues related to its nine Wholesale Meter Points. With the deployment of smart meter
technology, the number of meters read manually each month has declined. This department
however is responsible for all manual reads. Metering is all responsible for ensuring compliance with

seal periods as per Measurement Canada requirements.

4. Finance/regulatory/billing/customer service/IT
The Finance Department includes Billing/IT, Regulatory, Financial Services and Customer Accounts.
This group consists of one Manager, Finance and twelve staff. There are no plans to change this

complement in 2015. Three retirements are forecasted over the next 5 years.
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a) Financial Services
The Finance department is responsible for the preparation of statutory, management and Board of
Directors financial reporting in accordance with GAAP/IFRS standards; all daily accounting functions,
including accounts payable, accounts receivable, capital componentization of assets and general
accounting; treasury functions including borrowing and cash management, risk management,
accounting systems and internal control processes; preparation of budgets and forecasts; and
supporting tax compliance. In addition in 2014 the Accountant assumed responsibility for wholesale
settlement with the Independent Electricity System Operator and ensuring compliance with market
rules. Financial Services also provides analysis and expert input into major decisions made by the
business. Expenses include salaries and all related expenses associated with the Finance Manager,

two Accountants and one Junior Accountant.

b) Regulatory
NBHDL has one Regulatory Manager who is responsible for all regulatory reporting and compliance
with applicable codes and legislation governing electrical utilities. Regulatory reporting includes the
development and preparation of rate filings, performance reporting and compliance. The Regulatory

Manager also assists with development of NBHDL'’s annual budget.

The Regulatory Manager is active in industry associations and regulatory policy development and

proceedings conducted by the Board.

c) IT & Billing
i IT
IT is responsible for providing enterprise and departmental systems, solutions and services to
support the operational and strategic needs of NBHDL. IT is responsible for the development and
implementation of information technology policies, procedures and processes to ensure control and
protection of NBHDL'’s assets, data, equipment and associated risks. A new responsibility and cost
to the business, managed by IT are security audits on the flow of billing and customer data required
as a result of new settlement processes with smart meters. IT must be vigilant with security protocols

to avoid un-authorized access to customer data.
IT consists of one full time IT and Billing Manager.
IT is also responsible for maintaining and managing performance of NBHDL's Automated Metering

Infrastructure to support billing processes. IT works closely with Sensus, NBHDL's smart meter

provider and system operator, and other third parties to ensure that meters are communicating and
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meter data is received at rates above 98% read interval success. This accuracy minimizes
estimating of when consumption occurred through the time of use billing period. Experience has
proven that meters, their built-in radios and the collector and transmission network have dynamic
performance and intervention is required frequently to keep the system performing at a high level.
Weather, tree growth, temperamental equipment and constantly evolving technology make it a real
challenge to keep the AMI system performing at a high level. This workload and costs is all new to
the business. Also there are no formal training programs available as AMI systems are very new and

early in the deployment phase. Experience is sometimes gained through trial and error.

IT also ensures all the components of the smart metering system are functional including the
Operational Data Store and that meter data is synching with the provincial Meter Data Management
Repository. IT also makes sure that a web portal is available so that customers can view raw smart
meter data within a 24 hour period. This is another customer engagement opportunity and

approximately 5000 customers have potential to use the portal.

ii. Billing
NBHDL issues approximately 289,000 invoices annually to customers. On average this total
includes 3,960 final bills for customers moving within or outside of NBHDL's service territory. An
annual billing schedule is created based on the meter reading cycle schedule to ensure timely billing
of services. The billing functions include the VEE processes; EBT and retailer settlement functions
for 3,900 retailer accounts; account adjustments; processing meter changes; and other various
account related field service orders and mailing services. NBHDL offers customers a number of

billing and payment options including an equal payment plan and a preauthorized payment plan.

NBHDL has two senior billing clerks and there are no plans for changes in 2014 or 2015. One billing

clerk will retire in 2016.

NBHDL uses an integrated Customer Information System for billing and managing and reporting on
all work activities. Synchronization with the CIS and Operational Data Store (ODS) systems is critical
to maintain data consistency with the provincial Meter Data Management Repository.
Synchronization files are generated and submitted to the MDMR on a daily basis. Reports related to
synchronization file performance are monitored with appropriate action taken when necessary. The
Billing group also advises Metering when smart meters fail to communicate with the AMI system and

when repairs are successful.
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Raw consumption data provided from smart meters must be validated prior to acceptance into the
billing system. Billing ensures Validation, Editing and Estimation (VEE) is performed in parallel
through the ODS to ensure data consistency and integrity with the MDMR. A synchronization
operator ensures communications with the MDMR are successful and resolves any exceptions. The

synchronization operator function is outsourced to a third party.

Recently NBHDL began offering an eBilling service in order to provide a service to customers looking
to receive and store bills electronically. This has been a very successful initiative with approximately

5000 customers signed up (summer 2014) and using the program.

Customer engagement activity confirmed some problems with the residential bill format. In 2014
NBHDL made adjustments based on feedback received including use of larger fonts and easier time

of use data presentment.

Billing is also responsible for monthly payment of all renewable generation contracts that customers

have with provincial agencies. This workload is incremental and can be very time consuming.

iii. Customer Account Specialist
Over the past 2 years NBHDL has integrated its front office Customer Accounts staff so that five staff
undertake all traditional customer care functions for NBHDL's 24,000 customers including Customer
Service and Collections. NBDHL continues to offer a well utilized storefront operation for customer
convenience to pay bills, set up accounts, arrange payments and to ask general questions. This
customer engagement experience is actually preferred by many customers as an estimated 15,000-

20,000 customer visits are made each year.

The Customer Accounts group is responsible to deliver customer service excellence by responding
to customer needs on the phone, in person or through electronic communications. Key activities
include processing payments, processing customer moves, making payment arrangements,
identifying eligibility for special terms and arrangements based on residential or income status,
coordination of disconnects and reconnects, and timely and accurate payment processing and
collection of accounts in accordance with Distribution System Code and related procedures.
Customer Accounts staff manage phone and field responses to customers to ensure quality
achievement of service level parameters established by the Board. Customer Accounts staff also

process requests for locates and ensure final reads are collected and processed.
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Customer Accounts staff are also responsible for managing the collection process. The collection
process includes the collecting of overdue accounts, final accounts, previously written off accounts
and security deposit management. NBHDL enforces a prudent credit policy in accordance with the
Distribution System Code and employs all allowable collection activities in order to minimize credit
risk. Active overdue accounts are collected by in-house and contract staff through reminder notices,
hand delivered or mailed, and multiple direct telephone contact. In addition, a final attempt is made
to contact and speak with the customer prior to disconnecting the service for non-payment. Final bill

collections are turned over to a collection agency 60 days after final due date.

Customer Accounts staff have experienced a significant increase in their workload since 2010.
Between 2010 and 2013 total calls handled increased from 23,967 to 39,805 or 66%. The
requirement for outbound calls to support collections and provide customer notice is a significant
driver for this increase. Calls handled within 30 seconds have improved from 77% in 2010 to 80%
year to date in 2014. Efficiency has improved and so has customer service. Also disconnection
notices increased from 9,680 in 2010 to 13,588 in 2013 or an increase of 40%. Disconnection work
orders increased from 1,454 in 2010 to 2,326 in 2013 or 60%. Locate requests prior to One Call and
the automated Locate application was completed by the Customer Accounts staff, re-directing this
work load has enabled them to focus and improve on other position related tasks. Throughout this
period of shifting workload staffing levels have remained constant and the use of temporary staff on

an ongoing basis has been eliminated.

In alignment with NBHDL'’s Mission, the Customer Accounts team is dedicated to providing ideas,
solutions and approaches that benefit customers, stakeholders and the broader community.
Customer Accounts staff are at the “sharp end” of the customer experience and have the pulse on
customer issues. Customer Accounts staff are a key resource to develop customer communication

initiatives and effective marketing campaigns often in support of provincial programs.

Arguably Customer Accounts staff has the toughest job in the entire electric industry. They are
sustained in their efforts by actually receiving positive feedback and kind words from customers for
helping them. NBHDL’s Customer Accounts staff has significantly increased their efficiency and
effectiveness. They are a significant contributor to NBHDL'’s overall “A” customer satisfaction rating

as measured in the recent UtilityPULSE survey.

5. Human Resources & Administration
Human Resources manages the overall Health and Safety program and is responsible for benefits

administration, pension, recruitment, labour relations, training and development of staff, succession
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planning, health and wellness, and legislative compliance including privacy. The department is

made up of one Manager, Human Resources and Administration.

This position also supports the President and Chief Operating Officer.

The President and Chief Operating Officer provides strategic and operational leadership for the
business. This position is the face of the business to our City, NBHDL's customers and external
industry groups including provincial agencies and the media. The President is active in the
development of all major plans required by the business and often has an execution role as well in
both operating and capital programs. The President works with the management team to monitor
performance against objectives and to decide on remedial actions. The President is also the
Secretary of the Board of Directors and works closely with Board members to develop strategy and
ensure results are achieved. The President sets the pace for the business and drives continuous
improvement both in staff, work processes and equipment. The President role is key to defining

corporate culture and values and drives financial performance and customer service levels.
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Appendix 1-H Corporate Entities Relationship Chart

CITY OF NORTH BAY

(100%)

CITY OF NORTH BAY
HOLDINGS LTD. (100%)

NORTH BAY HYDRO
SERVICES INC.

NORTH BAY HYDRO
DISTRIBUTION LTD.

NORTH BAY HYDRO
GENERATIONS LTD.
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Appendix 1- OEB issued NBHDL scorecard
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Appendix 1-J Service Agreement between NBHDL and North Bay Hydro Services Inc.
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Appendix 1-K Board Approved Appendix 2-Y, Summary of Impacts to Revenue Requirement
from Transition to MIFRS
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