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Ms. Kirsten Walli

Board Secretary
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PO Box 2319

2300 Yonge Street, 27" Floor
Toronto, ON M4P 1E4

RE: 2016 IRM Rate Application (EB-2015-0090) and Application to Dispose of LRAMVA
Balance (EB-2015-0328)

Dear Ms. Walli:

In accordance with Procedural Order No.1, issued November 10, 2015, and the Board'’s Letter
of Combined Hearing, issued November 27, 2015, Niagara Peninsula Energy Inc. (“NPEI")
hereby submits responses to Interrogatories received from Board Staff, Energy Probe Research
Foundation (“Energy Probe”) and the Vulnerable Energy Consumers Coalition (“VECC").

An electronic copy of the Interrogatory Responses and the accompanying Excel files have been
submitted to the Board through the RESS system. Two hard copies will be delivered to the OEB
office by courier.

This document is being filed pursuant to the Board'’s e-filing service.

Please contact myself should anything further be required, | can be reached at 905-353-6004.

Yours truly,
NIAGARA PENINSULA ENERGY INC.
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Suzanne Wilson, CPA, CA
Vice-President, Finance
Niagara Peninsula Energy Inc.
(905) 353-6004
Suzanne.Wilson@npei.ca
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Niagara Peninsula Energy Inc. (“NPEI")

EB-2015-0090 (IRM Application) and
EB-2015-0328 (LRAMVA Application)

Interrogatory Responses

IRM and Lead/Lag Interrogatories

1. OEB Board Staff-IR#1-Manager’s Summary

Ref: IRM Application, pages 6 and 7

NPEI states that it requests the OEB allow it to update its revenue requirement and
current interim tariff of rates and charges to be effective November 1, 2015 on a final
basis. NPEI notes that its revenue requirement, after PILs, will increase by $25,945 due
to the adoption of a working capital allowance (WCA) percentage of 13.22%. NPEI also
requested that the “current 2016 IRM Application [be] updated with the final 2015 tariff
rates once approved.”

OEB staff notes that NPEI has not provided a derivation of the base rates that would
result from the adoption of a WCA percentage of 13.22%

a) Please provide a derivation of the base rates that result from the adoption of a
WCA percentage of 13.22%, as well as, a revenue reconciliation.

b) Please clarify NPEI's request. Is NPEI seeking any lost revenues for the difference
between interim rates and any final rates approved by the OEB? Is NPEI proposing
that its customers would be charged the updated base rates, calculated in a), as of
November 1, 20157

NPEI Response

a) NPEI included an updated RRWF in Appendix G (page 144) of its IRM rate
application. The updated RRWF was updated for the 13.22% WCA as a result of
the lead/lag study. The revenue requirement increased by $25,946, for a total
base revenue requirement of $28,691,137 and a total service revenue requirement
of $30,293,659. The following table illustrates the Revenue-to Cost Ratios
updated for the WCA at 13.22%:
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The revenue to cost ratios by rate class remains unchanged from the revenue-to-cost
ratios in NPEI's settlement agreement — See Appendix A.

Cost Allocation Based Calculations

2015 Base
Revenue Revenue Check Revenue
Requirement - | Allocated based | Miscellaneous Cost Ratios from
2015Cost  [on Proportion of | Revenue Allocated | Total Service 2015Cost  |Revenue to Cost Base Revenue
Allocation Revenue at from 2015 Cost Revenue Cost | Revenue Cost Allocation Ratio after [ Service Revenue | Miscellaneous| after
Class Model Existing Rates | Allocation Model | Allocation Model Ratio Model Seftlement | after Settlement | Revenue | Settlement
Residential 20,957,188 15,639,005 1,262,498 16,901,504 80.65% 80.65% 91.65% 19,206,215 1,262,498 17,943 717
GS <50 kW 3,206,026 3,662,327 188,449 3,850,776 120.11% 120.11% 120.00% 3,847,231 188,449 3,658,783
GS >50 5,610,208 8,928,284 138,127 9,066,411 161.61% 161.61% 120.00% 6,732,525 138,121 6,594,399
Sentinel Lights 80,334 58,167 5,257 63,423 71.00% 71.00% 91.65% 81,870 5,257 76,614
Street Lighting 321,214 214,102 6,039 280,141 87.21% 81.21% 91.65% 294,317 6,039 288,338
UsL 109,689 129,252 2,153 131,405 119.80% 119.80% 119.83% 131,441 2,153 129,288
TOTAL 30,203,659 28,691,137 1,602,522 30,203,659 100.0% 100.0% 30,203,659 1,602,522 28,691,137
In the table below the fixed versus variable split by rate class is illustrated. The

Residential rate class is at a 58% to 42% split which agrees to the OEB’s decision and
order dated May 14, 2015. See Appendix B.

Rate Design Fixed% versus Variable %

Existing Fixed/Variable Split (¢) Rate Application Base Revenue Requirement §

Customer Class Name Rate Fixed% i Variable% | FixedRate { Fixed% | Variable% | Total(d) | Fixed(e) | Variable (f)
Residential $18.44 58.05% 41.95% $18.44 58.05% A195%| 179437161 10416828 7526889
General Senice < 50 kW $31.79 54.35% 45.65% $31.79 54.35% 4565%| 36587831 1988576 1,670,206
General Senice > 50 $132.76 20.82% 79.18%| 10238 16.06% 830M%| 65943081 10589801 5535418
Unmetered Scattered Load $19.55 76.50% 23.50% $19.55 76.50% 250%| 129288 98,906 30,382
Sentinel Lighting $16.97 80.52% 19.48% $16.97 80.52% 19.48% 76,614 61,691 14,923
Street Lighting L2 65.46% 34.54% $L.21 65.46% 3454 288338 188,732 99,605

28691137 13813713 14877423

The bill impacts updated for the Lead/Lag study change in WCA compared to the current
interim rate tariff was included in Appendix J of the 2016 IRM rate application.

b) NPEI's request for base rates to be updated November 1, 2015 was overly
optimistic and that NPEI wanted to ensure any changes were coordinated with one
of the 2 rate changes (November/May) used by the Board and to avoid customer
confusion. It is anticipated NPEI will not receive a decision from the OEB until

March or April 2016.
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rate change that will incorporate the 2016 IRM rate application combined with the
LRAMVA application for rates effective May 1, 2016.

2. OEB Board Staff - IR #2-Collection Days

Ref: IRM Application, page 31

Table 3 from the Lead/Lag study, which shows the derivation of the collection lag of 30
days, is reproduced below.

a)
b)
c)
d)

e)

Why were intervals of 30 days chosen for this analysis?

If possible, please provide an updated version of this table separated in to smaller
bin sizes (e.g. 10 or 14-day increments). If not possible, please explain why NPEI
is unable to update the table.

Was the collections lag determined using a sample of bills? If so, please show how
the sample was statistically representative.

At what point (in number of days) does NPEI transition a bill from being overdue to
becoming bad debt?

The mid-point for the “Overdue > 180" group is 270. This would imply that NPEI
receives payments from some bills up to 540 days (1.5 years) after they are
issued. Please explain the selection of the mid-point of 270 days.

NPEI Response

a)

The interval of 30 days was used due to NPEI bills its customers on a monthly
basis. NPEI incorporates a due date of nineteen days plus a seven day grace
period before a reminder notice is sent out. The interest charge commences on
the 26™ day after the billing date. The due date is calculated as the minimum
payment period of sixteen days plus the allowance of three days for mailing. The
seven day grace period is the allowance for the customers who mail their
payments back to NPEI. The 30 day interval mirrors NPEI's billing cycle as well as
its accounting month end cycle. 30 day intervals are commonly used in aging
accounts receivable and accounts payable.
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b) Please see the Table below:

Alternate Methodology
Agreed to method in Veridian's Settlement agreement

Aging Categories

Current 0-19

Current 20-30
Overdue 31-60
Overdue 61-90

Overdue 91-180

Overdue > 181

Niagara Peninsula Energy Inc.
Interrogatory Responses

December 18, 2015

EB-2015-0090 and EB-2015-0328

Mid Point Average A/R S Weight Collection Lag
9.5 S 9,457,387 88.68% 8.42
5.5 S 255,346 2.39% 0.13
455 S 220,467 2.07% 0.94
75.5 S 93,250 0.87% 0.66

1355 S 184,090 1.73% 2.34
273 S 454,631 4.26% 11.64
10,665,170.68 100.00% 24.13

c) The collections lag was determined by running the month-end A/R Aging report
from NPEI's billing system which details the account number, account name, and
balances owing by aged category i.e. 0-30, 31-60, 61-90 etc. See the Table below
which details the totals by month for each aged category.

Total
Month 1-30 Days 31-60Days | 61-90Days |91-180days | >181days |(Outstanding)
May 6,052,545.01 244 868.59 108,429.73] 254,831.01 476,036.00f 7,136,710.35
June 8,561,465.88 252,692.70 124,493.61| 207,210.89 558,392.11] 9,704,255.19
July 9,481,342.98 180,487.51 115,456.54| 223,519.81 580,209.12] 10,581,015.96
August 11,549,573.50 160,574.59 79,181.71 211,999.45 597,107.69] 12,598,436.95
September 9,215,239.51 187,091.87 63,307.47 188,523.35 611,962.59| 10,266,124.79
October 9,873,109.55 169,768.87 106,764.71 157,288.76 293,429.25] 10,600,361.15
November 10,130,498.43 344,256.65 67,057.82 162,291.39 318,530.16] 11,022,634.44
December 9,893,622.68 258,462.10 98,673.21| 192,363.79 350,721.80] 10,793,843.59
January 10,010,446.59 198,785.63 120,477.50] 195,541.57 380,523.18| 10,905,774.48
February 11,802,516.72 188,469.32 72,608.01 164,948.71 405,557.38| 12,634,100.14
March 11,317,436.43 235,915.85 75,021.08 128,949.00 420,488.90 12,177,811.25
April 8,664,997.36 224,229.67 87,528.10 121,607.45 462,617.32| 9,560,979.91
TOTAL| 116,552,794.66 | 2,645,603.34 | 1,118,999.49 | 2,209,075.17 5,455,575.50 | 127,982,048.17
#months 12 12 12 12 12 12
Average 9,712,733 220,467 93,250 184,090 454,631 10,665,171
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d) NPEI issues a customer a Reminder Notice twenty six days after the bill date. Ten
days after the reminder notice is issued and if there is still no payment received or
payment arrangements made by the customer, NPEI issues a 48 hour disconnect
notice. After thirty eight days, NPEI waits another five day grace period before
disconnection is completed if there is no payment received or payment
arrangement made. At forty three days after the bill date NPEI disconnects the
service, finalizing the account and sends the receivable to a third party.

Write-offs are completed in the first quarter of every year for balances owing on
December 31% of the preceding year. Accounts which are finalized are included
on the write-off listing. Balances are reviewed for payments received in the first
guarter from the third party and adjusted prior to the finalization of the write-off
listing. Write-offs are approved by NPEI's Finance committee and then NPEI’s
Board of Directors. After approval, NPEI prepares the write-off journal and reviews
again for any payments received from the third party and adjusts the write-off
journal. The journal is usually posted in August or September each year.

e) The mid-point for the “Overdue > 180" group is actually 272.5 days. The mid-point
for all aging categories was corrected; please see IR # 8 below. The balances in
this category include bankruptcies for which NPEI is listed as a creditor, accounts
in estate settlements, customers on the arrears management program, customers
who are active and have made payment arrangements and customers who may
have had a billing error where the time frame for repayment is twenty four months.

3. OEB Board Staff-IR#3-Cost of Power

Ref: IRM Application, page 34
In its Lead/Lag study, NPEI states:

NPEI obtained its daily exposure data from the IESO for the period of May
2014 to April 2015 and re-ran the study period data against the current
updated trading limit to determine if there would have been an exposure to
additional margin call warnings, which occur when the daily market exposure
reaches 70% of the trading limit. This new trading limit is more reflective of the
2015 Test year and results in a weighted average expense lead time for the
IESO of 28.99 days.

a) Please explain how the trading limit and margin call warnings would have an
impact on the lead time for IESO cost of power expenses.

b) What would be the resulting working capital allowance if the actual IESO lead of
30.39 days was used to derive the weighted lead time for the cost of power?
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NPEI Response

a) Upon receipt of a margin call warning, NPEI makes a prepayment to the IESO in
order to prevent NPEI's market exposure from exceeding its trading limit. The
result is that a portion of that month’s IESO invoice has been paid prior to the usual
payment date. This decreases the lead time for IESO cost of power expenses.

b) Using an IESO lead time of 30.39 days, and after the following corrections:

e HST receivables and payables correction to the model (see NPEI's
responses to IR#17 Energy Probe-12 and IR#19 Energy Probe-14)

e adjusting the mid-points on the collection lag for the correct number of days
(see NPEI's response to IR#8 Energy Probe-3)

e correction to the regulatory prepaid expenses (see NPEI's responses to
IR#5 OEB Staff-5 and IR# 16 Energy Probe-11) the WCA would be reduced
from 12.61% to 12.28%.

The table below shows the calculation of the weighted average cost of power expense
lead using 30.39 days for the IESO.

Cost of Power Expense Lead
Expense

Month Amount (S) Per | Weight Lead Weighted
Rate App Factor (Days) |Lead Time

IESO 140,521,891.33 97.48% 30.39 29.63
Hydro One 3,305,311.98 2.29% 51.23 1.17
NWTC 322,465.69 0.22% 66.82 0.15
144,149,669.00 100% 148.44 30.95
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Working Capital Allowance - HST Adjusted
Revenue | Expense Net Lag WCA Test Year
Budget Item Description | Lag Days |Lead Days |(Lead) Days | Factor | Expenses (S) WCA (9) WCA (%)
Cost of Power 64.75 30.95 33.80 9% 144,149,669 13,347,220
Retailer Expenses 64.75 37.94 26.81 7% 2,417,005 177,520
OM&A Expenses 64.75 -1.73 66.48 18% 16,424,995 2,991,420
Interest on Long Term Debt 64.75 4.38 60.37 17% 2,345,596 387,927
PILs 64.75 -562.75 627.50] 172% 163,430 280,964
Debt Retirement Charges 64.75 28.26 36.48 10% 8,456,444 845,245
Sub-Total 173,957,139 18,030,297 | 11.23%
HST (Receivables) -10.45| -2.86% (22,603,800) (646,921)
HST (Expenses) 43.63] 11.95% 19,499,180 2,330,815
Total (inc. HST) 170,852,518 19,714,190 12.28%

4. OEB Board Staff-IR#4-PILS

Ref: IRM Application, page 36
In its Lead/Lag study, NPEI states:

As of June 30, 2013, NPEI has a credit balance with the Ministry of Finance
related to its PILs. The credit arose from NPEI making tax installments in 2013
based on its 2012 tax return...

The credit is being used to offset any PILs payments that NPEI would need to
make to the Ministry of Finance during the study period. This is expected to
continue for a few more years. As a result of this credit the PILs expense lead
for the study period is -562.75 days.

a) For how many years does NPEI expect to continue to be in a credit position with
the Ministry of Finance? Will there continue to be a credit in the 2015 test year?

b) What is the expense lead for PILs expenses if the credit balance is not
considered?

NPEI Response

a) NPEI currently has a credit balance of approximately $700,000 with the Ministry of
Finance. Due to CCA exceeding depreciation and NPEI having a taxable loss in
2014 available for use in 2015, NPEI estimates it would have a credit balance for
2015 and possibly for the next five years. NPEIl has not made any PILS
installments during the period of the lead/lag study and has not made any PILS
payments in the 2015 test year.
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However, the change in reserves related to the regulatory assets and liabilities
could change NPEI's taxes to an amount owing in any year. Since it is very
difficult to predict and estimate the changes in the RSVA particularly power and
global adjustment, NPEI cannot predict that the credit would be available for five
years. Using the updated PILS amount of $129,617 calculated in NPEI's 2015
Cost of Service rate application, the credit would be available for 5.4 years
($700,000 / $129,617). The PILS model included in NPEI's 2015 COS rate
application included a minimal impact for the change in RSVA reserves for the
purpose of calculating and setting rates. Therefore, any change in reserves for
should be excluded from PILS considerations.

The expense lead would be 36.22 days (15.22 service lead plus 21 payment days).

5. OEB Board Staff-IR#5-Annual Prepaid expenses

Ref: IRM Application, page 37

NPEI's Lead/Lag study has calculated an expense lead of -292.67 days for annual
prepaid OM&A expenses. These expenses include “software maintenance, insurance
and memberships” and “regulatory expenses relating to NPEI's 2015 COS Rate
Application.” NPEI states that the service period for these costs is the 2015 Test Year
and the subsequent 4 year IRM period.

a)

b)

C)

d)

Which of the annual prepaid expenses are paid by NPEI each year and which are
one-time expenses? Please provide a break-down in dollars that separates one-
time costs from repeated annual expenses.

Using the dollar breakdown from a), please derive the weighted expense lead for
annual prepaid expenses by applying a one year service period to annual costs
and a 5 year service periods to one-time costs.

If an expense is paid annually, why would the service period for that expense last
longer than one year?

What is the impact on the overall OM&A expense lead if annual prepaid expenses
are assumed to have a one year service period?

NPEI Response

a) Under the heading ‘Annual Prepaid Expenses’, NPEI included both annual prepaid
expenses that are paid by NPEI each year as well as the regulatory expenses for
NPEI's 2015 COS Application, which relate to the period June 1, 2015 to April 30,
2020.
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NPEI's original analysis for the actual prepaids during was study period was
$1,208,091 for both annual and the 2015 COS prepaid expenses, which were paid
between May 2014 and April 2015. The table below provides a summary of the dollar
amounts included in the analysis.

Prepaid Expenses - Annual and 2015 COS
(Actual payments between May 2014 and April 2015)

Regulatory Expenses for 2015 COS Rate Application 139,576
LEAP 37,100
Insurance 283,556
Other annual Prepaid Expenses 747,859
Total Annual Prepaids 1,068,514
Total Annual and 2015 COS Prepaids 1,208,091

The full details are provided at Appendix C.

The total prepaids for the test year amounted to $1,147,164 for both the annual
and the 2015 COS prepaid expenses in the original Lead/lag report (See Table
11), which includes annual costs of $78,650 related to NPElI's 2015 COS
Application (EB-2015-0096).

The $78,650 is the annual amount (1/5 of the total) approved in the EB-2014-0096
decision. However, as per the table above, the portion of these costs that were
actually paid during the test period of May 2014 to April 2015 is $139,576. NPEI
has corrected the 2015 COS costs in the Lead/Lag Study to be $139,576 / 5 =
$27,915 instead of $78,650. The revised amount of both the annual and the 2015
COS prepaid expenses are $1,096,430. The impact of this change is an increase
in the weighted-average OM&A expense lead from -2.75 days to -1.73 days. See
Table 11 in the updated Lead/Lag report in Appendix D.

b) The expense lead of -292.67 days was calculated based on using a one year service
period for annual costs and a 5 year service period for the 2015 COS costs. Please
see Appendix C for details.

c) For expenses that are paid annually, NPEI used a service period of one year.
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d) There is no impact, as NPEI did use a service period of one year for annual prepaid

expenses.

. Energy Probe-1-Bill Date, Due Date
Ref: Pages 30-31

The evidence states that the difference between the Bill Date and the Bill to Date was
calculated to obtain the number of bill days and that these bill days were then weighted
over all billing journals queried to obtain a weighted number of bill days. The evidence
also indicates that this information was obtained by rate class.

a) What weighting was used to obtain the number of bill days for each rate class shown

b)

d)

in Table 2?

Please provide the weighted number of days between the Bill Date and the Due Date
using the total dollars billed as the weights using the same format as shown in Table
2.

Does the billing system also record the date that payment is received? If yes, please
provide the weighted number of days between the Bill Date and the date payment is
received, again using total dollars billed as the weights and in the same format as
shown in Table 2.

If the pricing information is received from the IESO on the 10th business day after the
read date, and taking into consideration weekends, this would imply that the pricing
information is received between 12 to 14 days after the read date. Please explain why
the number of days between the billing date and the meter read is 4 to 6 days greater
than this figure.

NPEI Response

a) Please see the table below:
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Sample of Billing Journals Queried

Weighting

Factor

excludes Adjustment journals |used

Residential 68,254,337.01 37.21%
GS<50 20,324,983.86 11.08%
GS>50 93,215,401.42 50.82%
Unmetered Scattered Load 303,373.55 0.17%
Streetlighting 1,293,191.94 0.71%
Sentinel Lights 33,762.28 0.02%
183,425,050.06 100.00%

b) Please see the table below:

Sample of Billing Journals Queried
Number of
Days between |Weighted lag
Weighting |Billing Date excluding
Factor and End of Adjustment
excludes Adjustment journals |used Service Period [Journals
Residential 68,254,337.01 37.21% 17.34 6.45
GS<50 20,324,983.86 11.08% 18.80 2.08
GS>50 93,215,401.42 50.82% 18.32 9.31
Unmetered Scattered Load 303,373.55 0.17% 18.22 0.03
Streetlighting 1,293,191.94 0.71% 16.65 0.12
Sentinel Lights 33,762.28 0.02% 17.64 0.00
183,425,050.06 100.00% 18.00

c) Payments are recorded in the billing system on a customer account basis in Cash
Receipts Journals. The payments are not matched to specific Billing Journals.
Therefore, it is not possible to query the billing system to determine the number of
days between the Bill Date and the date payment is received.

d) NPEI notes that the interval between the read date and the date that pricing
information is received from the IESO may actually be longer than 14 days due to
weekends and statutory holidays. Once the pricing is received, the bills are
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generated, reviewed by a Billing Supervisor, and then processed through the malil
machine.

NPEI's commercial accounts are read monthly. For example, for the period
October 1 to October 31, 2015, the 10™ business day after the read date was
November 16, due to November 11 being a settlement holiday for the IESO. The
bills were processed, reviewed, put through the mail machine and then mailed out
on November 17.

7. Energy Probe-2-Table 2, Table 3, Table 4 link
Ref: Pages 31-32

Please explain the link between the total dollar figures shown in Table 2 ($164,532,857),
Table 3 ($10,665,171) and Table 4 ($190,117,768).

NPEI Response

There is not really a link between tables 2, 3 and 4. Table 2 and Table 4 differ primarily
due to DRC and HST and capital contributions would be a relatively small component.
Table 2 is the actual total sales from May 2014 to April 2015 excluding HST and DRC and
any capital contributions. Table 3 is the actual average monthly A/R outstanding from
May 2014 to April 2015 including HST and DRC. See IR #2 part c) above. Table 4 is the
total cash received by payment method between May 2014 and April 2015 from all
sources which includes HST, DRC and a small component of capital contributions. The
source for Table 4 was the bank statement.

8. Energy Probe-3-Collections
Ref: Page 31

a) Does NPEI have a finer break down of the aging category of 0 to 30 days, such as
0 to 16 days and 17 to 30 days? If yes, please provide the average accounts
receivable for these periods.

b) What is NPEI's policy with respect to the write-off of bad debts? For example, how
often does NPEI write off bad debts?

c) How has the average accounts receivable for > 180 days been adjusted to reflect
the removal of bad debts?
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Please explain why 16 days was used as the midpoint of the 1 to 30 aging
category rather than 15 days?

NPEI| Response

a)
b)

d)

Please see the Table in IR#2 b).

NPEI issues a customer a Reminder Notice twenty six days after the bill date. Ten
days after the reminder notice is issued and if there is still no payment received or
payment arrangements made by the customer, NPEI issues a 48 hour disconnect
notice. After thirty eight days, NPEI waits another five day grace period before
disconnection is completed if there is no payment received or payment
arrangement made. At forty three days after the bill date NPEI disconnects the
service, finalizing the account and sends the receivable to a third party.

Write-offs are completed in the first quarter of every year for balances owing on
December 31% of the preceding year. Accounts which are finalized are included
on the write-off listing. Balances are reviewed for payments received in the first
quarter from the third party and adjusted prior to the finalization of the write-off
listing. Write-offs are approved by NPEI's Finance committee and then NPEI’s
Board of Directors. After approval, NPEI prepares the write-off journal and reviews
again for any payments received from the third party and adjusts the write-off
journal. The journal is usually posted in August or September each year.

The average accounts receivable for >180 days have been adjusted for the

removal of bad debts in October 2014. Please see the table in IR#2 d) above
where the balance > 180 days decreases from $611,962.59 in September to
$293,429.25 in October.

The midpoint of “current 0 -30” should be 15 days and not 16 days. Elenchus
corrected the model which has been updated see Appendix D. Using 15 days
instead of 16 days reduces the WCA by 0.31%, everything else remaining
equal. Extending the same logic to the other ranges, the midpoint of the 31 to 60
day range should then be 45.5 days and not 45, for the 61 to 90 days, the midpoint
should be 75.5 days and not 75, for the 91 to 180 days, the midpoint should be
135.5 days and not 135 and for the 181 to 365 days, the midpoint should be 273
days and not 270. Changing the midpoints for all categories reduces the WCA by
0.26% everything else remaining equal. Elenchus has updated the model to reflect
this change. The collections lag changes from 30.00 days to 29.24 days. NPEI
has filed an updated lead/lag report incorporating this change. Please see
Appendix D.
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9. Energy Probe-4-Brinks deposits and cash payments
Ref: Page 32

a) Does the Brinks Deposit amount shown in Table 4 include payments received in
cash and by cheque?

b) What efforts has NPEI made to switch customers from payments by cash and
cheque to the other form of payments shown in Table 4?

NPEI Response

a) Yes the Brinks deposit includes payments received in cash and by cheque.

b) NPEI held two contests, one in 2013 and one in 2014 to sign customers up to pre-
authorized payments (PAP) and equal billing. Customers in arrears are encouraged
to use sign up for PAP and equal billing. In October 2015, the electronic PAP form
was updated to be more customer-friendly.

10. Energy Probe-5-Pole rental revenue & Apprenticeship Tax Credit
Ref: Page 33

a) Please explain why the collection lag for pole rental revenue is 55.01 days.

b) Please explain why the collection lag for the apprenticeship tax credit is 182.5
days. In particular, when does NPEI file its PILs tax return?

c) Please confirm that NPEI only bills for pole rental once a year, following the end of
the fiscal year. If this cannot be confirmed, please explain when NPEI bills for pole
rental and for what period this bill is for.
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a) For sources of other revenue that relate to items billed by NPEI that are not
included on monthly electric bills (i.e. Pole Rental Revenue, Sale of Scrap Material,
Transformer Rental Revenue, Lawyer’s Letter Fees and Project Billing Revenue),
NPEI used an analysis of sundry accounts receivable (“SARs”) aging over the
study period of May 2014 to April 2015 to calculate the collection lag. The table
below provides the details of the calculation of 55.01 days.

SARs Aging

May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Apr-15

Aging
Category
Current
31-60
61-90
91-180

> 180

Current 31-60 61-90 91-180 >180days Total
474,942 43,790 605 220,342 34,025 773,704
53,239 17,044 16,449 322 64,628 151,681
19,793 45,832 9,967 30,500 50,389 156,481
100,268 18,208 23,639 33,068 40,852 216,035
269,784 3,110 34 34,508 26,259 333,694
20,754 67,322 373 34 33,862 122,345
716,145 5,227 17,135 51 16,932 755,491
566,338 218,537 5,227 34 16,932 807,068
671 532,600 185,943 5,260 16,932 741,407
20,122 163,386 20,305 5,617 16,966 226,396
103,226 19,848 38,550 46,161 16,966 224,751
321,398 74,755 19,048 32,156 22,193 469,549
2,666,680 1,209,658 337,274 408,052 356,937 4,978,600
Average 414,883
Mid Point Average A/R $ Weight f:;lectlon

16 222,223 53.56% 8.57

45 100,805 24.30% 10.93

75 28,106 6.77% 5.08

135 34,004 8.20% 11.06

270 29,745 7.17% 19.36

414,883 " 100.00% 55.01

In calculating the SARs collection lag, NPEI used the same method and mid-points as
was used in the electric bill collection lag calculation. As indicated in the response to IR#
8 Energy Probe-3, the mid-points used were not correct. Upon correcting for the mid-
points of the aging categories, the weighted-average SARs collection lag is reduced from
55.01 days to 54.88 days. The corrected SARs aging calculation is given below.
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SARs Aging

May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Apr-15

Aging
Category
Current 0-30
Overdue 31-60
Overdue 61-90

Overdue 91-180

Overdue > 181

Niagara Peninsula Energy Inc.

Interrogatory Responses
December 18, 2015

EB-2015-0090 and EB-2015-0328

Current 31-60 61-90 91-180 >180days Total
474,942 43,790 605 220,342 34,025 773,704
53,239 17,044 16,449 322 64,628 151,681
19,793 45,832 9,967 30,500 50,389 156,481
100,268 18,208 23,639 33,068 40,852 216,035
269,784 3,110 34 34,508 26,259 333,694
20,754 67,322 373 34 33,862 122,345
716,145 5,227 17,135 51 16,932 755,491
566,338 218,537 5,227 34 16,932 807,068
671 532,600 185,943 5,260 16,932 741,407
20,122 163,386 20,305 5617 16,966 226,396
103,226 19,848 38,550 46,161 16,966 224,751
321,398 74,755 19,048 32,156 22,193 469,549
2,666,680 1,209,658 337,274 408,052 356,937 4,978,600
Average 414,883
Mid Point Average A/R $ Weight f:sl’lectlon

15.0 222,223 53.56% 8.03

45.5 100,805 24.30% 11.06

75.5 28,106 6.77% 5.11

1355 34,004 8.20% 11.11

273.0 29,745 7.17% 19.57

414,883 7 100.00% 54.88

NPEI has incorporated this correction into the revised Lead/Lag Report. NPEI notes that
this correction has no impact to the final WCA calculation to 2 decimal places.

b) NPEI's tax return is prepared by its audit firm and filed on June 30" of each year.
NPEI is eligible for its apprenticeship tax credit once the tax return is filed with the
Ministry of Finance which is the 30™ of June. The apprenticeship tax credit relates
to the preceding fiscal year where the service period is 365 days divided by 2

which is 182.5 days.

Confirmed, NPEI bills for pole rental revenue once per year following the end of the

fiscal year.
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Ref:
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d)

f)

9)
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Energy Probe-6-Cost of Power
Page 34

Please show the calculation of the cost of power expense lead in Table 8
assuming the use of the 30.39 days for the IESO.

Please provide all the data and analysis used to calculate the IESO expense lead
times of 30.39 days and 28.99 days noted in the evidence.

Please explain why the IESO reduced NPElIs trading limit by $1.7 million.

What happens when a margin call warning is issued? Is NPEI required to make a
payment?

Does the reduction in the trading limit by $1.7 million primarily affect NPEI in the
summer months?

Based on the analysis that reduced the IESO expense lead days from 30.39 to
28.99, please indicate which months were impacted and which months were not.

Please update the IESO expense lead to reflect the most recent 12 months that
are now available. Please show all calculations and assumptions used.

NPEI| Response

a)

See NPEI’s response to IR#3 Board Staff-3 b).
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b)

d)
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Details of the calculation of the IESO expense lead time of 30.39 days are included
at Appendix E.

In order to analyze the impact of the revised trading limit, NPEI compared its actual
daily market exposure over the study period to the new trading limit. NPEI
assumed that a prepayment of $2.5 million would be made whenever a margin call
warning was reached. Details of the resulting expense lead of 28.99 days are
provided at Appendix F.

To the best of NPEI's knowledge, the revised trading limit was a result of an annual
price review performed by the IESO in accordance with market rules. Based on the
IESO’s annual review performed on April 21, 2015, the IESO’s price basis changed
from $75 per MWh to $94 per MWh, which is an increase of 25.3%. When the
price basis changes by more than 15%, the IESO recalculates the prudential
support obligation of all market participants. In NPEI's case, this resulted in an
increase in NPEI's Default Protection Amount from $8,935,128 to $10,675,157.
Based on the Letter of Credit that NPEI has posted with the IESO of $11,910,187,
NPEI's trading limit decreased from $18,122,503 to $16,382,474.

The IESO’s communication about the annual review, and NPEI's Prudential
Support Obligation — Schedule A (before and after the reduction) are all included in
Appendix G.

When the IESO issues NPEI a margin call warning, NPEI's market exposure has
reached 70% of its trading limit with the IESO. NPEI is not required to make a
payment. However, if a margin call is issued to NPEI by the IESO (i.e. market
exposure is reached or exceeds NPEI's trading limit), NPEI would be required to
make a payment equivalent to 30% of the trading limit (30% X $16,382,474 =
$4,914,743) within 48 hours. The daily market exposure varies due to price
including global adjustment and to weather. In the summer months, NPEI's daily
exposure could be between $700K and $800K. Therefore using $4,914,743 /

$800,000 a margin call could be issued within 6 days of the margin call warning.
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Taking weekends and statutory holidays into account it could be 3 to 4 days from
the date of the margin call warning. NPEI manages its cash flow to ensure it
receives the Good Payment History reduction shown on the Prudential Support
Obligation shown in Appendix G. The Good Payment History reduction enables
NPEI to maintain its trading limit and its prudential support obligation with the
IESO. A reduced trading limit would create additional margin call warnings and
margin calls whereby NPEI would be prepaying a substantial amount of its cost of
power.

As can be seen in NPEI's Prudential Support Obligation — Schedule A in Appendix
G, the calculation of NPEI's prudential support includes a $14 million reduction for
6 years of good payment history. In order to maintain its good payment credit, and
avoid any risk associated with reaching or exceeding its trading limit, NPEI's
procedure is to make a prepayment when a margin call warning is issued.

No, since the trading limit was revised in June 2015, NPEI has received a total of
12 margin call warnings, with one or more occurring each month from June to
October, 2015.

The following months were not impacted: October and November 2014; April 2015.
The following months were impacted: May, June, July, August, September and
December 2014; January, February and March 2015.

Based on the most recent 12 months available (November 2014 to October 2015),

the IESO expense lead is 28.13 days. Details are included in Appendix H.

Energy Probe-7-Interest expense payments
Page 35

Please provide all the calculations and assumptions used for each of the debt
instruments used to calculate the 4.38 days for interest on long term debt,
including the payment frequency of each loan and the amount of interest for each
loan.
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b) Please provide a copy of each of the loan agreements that shows the payment
frequency. Please highlight this part of each of the loan agreements.

c) Is the interest that is paid monthly, quarterly, etc., paid on past balances or paid in
advance for the following periods? Please explain fully.

NPEI Response

a) Please see the tables below.

b) Please see Appendix I.

c) See the amortization schedules for the Scotiabank loan and the TD loan for $9.0M
included in part b)’s appendix I. All of the interest only loans including the shareholder
loans interest paid in the month are for the current month’s interest expense.
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Long Term Debt
Date of Debt Interest Service Lag | Payment Lag |Total Lag| Weighting | Weighted Payment
Issuance (date) | Principal (9) Rate(%) Interest (9) Total (9) (Days) (Days) | (Days) |Factor(%)| Lead Debt holder date
End of
4/1/2000 22,000,000 4.77% 1,170,399.96 1,170,399.96 15.21 -13.58 163 48.64% 0.79] City of Niagara Falls| ~ month
Niagara Falls Hydro End of
4/1/2000 3,605,090 4.77% 191,790.72 191,790.72 15.21 -8.83 6.38 7.97% 051 Holding]  month
T0 Termloan,| 20th of the
7/19/2009 4,188,358 0 221,645 221,644.68 15.21 -10.67 454 0 0.42|principle repayments|  month
Scotiabank Smart
meter loan, principle| Last day of
9/30/2010 2,362,500 0 133,256 133,255.57 15.21 092 14.29 0 0.79 repayments| the month
TD term loan only| 215t or 23rd
6/27/2012 10,000,000 2.80% 279,999.99 279,999.99 15.21 -8.75 6.46 11.64% 075/ interest repayments|of the month
TD term loan only| 215t or 23rd
3/12/2013 10,000,000 2.93% 293,300.00 293,300.00 1521 -8.75 6.46 12.19% 0.79| interest repayments|of the month
TD term loan only| 215t or 23rd
30/11/2014 10,000,000 2.66% 116,004.65 116,004.65 1521 -8.33 6.88 4.82% 0.33| interest repayments|of the month
Total 62,155,948 0 2,406,395.57 2,406,395.57 106.4583333 -59.83|  46.64| 100.00% 4380
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Service start | Service end Total Weighting |Weighte| Monthly | Service end Payment
Principal O/S date date payment date | Expense Amount (S) Factor (%) d Lead | Mid-point date payment date Lead
May-14
22,000,000.00 City of Niagara Falls 5/1/2014| 5/31/2014 5/9/2014 -6.50 97,533.33 50.75% -3.30 15.5 5/31/2014 5/9/2014 -22
3,605,090.00 Niagara Falls Hydro Holding 5/1/2014| 5/31/2014 5/23/2014 7.50 15,982.56 8.32% 0.62 15.5 5/31/2014 5/23/2014 -8
5,173,265.71 TD Term loan, principle repayments 5/1/2014| 5/31/2014 5/20/2014 4.50 19,751.56 10.28% 0.46 15.5 5/31/2014 5/20/2014 -11
2,887,500.00 Scotiabank Smart meter loan, principle repayments 5/1/2014| 5/31/2014 5/30/2014 14.50 11,795.24 6.14% 0.89 15.5 5/31/2014 5/30/2014 -1
10,000,000.00 TD term loan only interest repayments 5/1/2014| 5/31/2014 5/21/2014 5.50 23,013.70 11.97% 0.66 15.5 5/31/2014 5/21/2014 -10
10,000,000.00 TD term loan only interest repayments 5/1/2014| 5/31/2014 5/21/2014 5.50 24,106.85 12.54% 0.69 15.5 5/31/2014 5/21/2014 -10
- TD term loan only interest repayments
53,665,855.71 192,183.24 100.00% 0.03
Jun-14
22,000,000.00 City of Niagara Falls 6/1/2014| 6/30/2014 6/20/2014 5.00 97,533.33 50.18% 251 15 6/30/2014 6/20/2014 -10
3,605,090.00 Niagara Falls Hydro Holding 6/1/2014| 6/30/2014 6/20/2014 5.00 15,982.56 8.22% 0.41 15 6/30/2014 6/20/2014 -10
5,099,947.08 TD Term loan, principle repayments 6/1/2014| 6/30/2014 6/17/2014 2.00 20,123.29 10.35% 0.21 15 6/30/2014 6/17/2014 -13
2,850,000.00 Scotiabank Smart meter loan, principle repayments 6/1/2014| 6/30/2014 6/30/2014 15.00 12,030.12 6.19% 0.93 15 6/30/2014 6/30/2014 0
10,000,000.00 TD term loan only interest repayments 6/1/2014| 6/30/2014 6/23/2014 8.00 23,780.82 12.24% 0.98 15 6/30/2014 6/23/2014 -7
10,000,000.00 TD term loan only interest repayments 6/1/2014| 6/30/2014 6/23/2014 8.00 24,910.41 12.82% 1.03 15 6/30/2014 6/23/2014 -7
- TD term loan only interest repayments 0
53,555,037.08 194,360.53 100.00% 6.06
Jul-14
22,000,000.00 City of Niagara Falls 7/1/2014| 7/31/2014 7/4/2014 -11.50 97,533.33 50.98% -5.86 155 7/31/2014 7/4/2014 -27
3,605,090.00 Niagara Falls Hydro Holding 7/1/2014| 7/31/2014 7/25/2014 9.50 15,982.56 8.35% 0.79 15.5| 7/31/2014 7/25/2014 -6
5,025,703.32 TD Term loan, principle repayments 7/1/2014| 7/31/2014 7/16/2014 0.50 19,198.16 10.03% 0.05 15.5 7/31/2014 7/16/2014 -15
2,812,500.00 Scotiabank Smart meter loan, principle repayments 7/1/2014 7/31/2014 7/30/2014 14.50 11,488.87 6.00% 0.87 15.5 7/31/2014 7/30/2014 -1
10,000,000.00 TD term loan only interest repayments 7/1/2014 7/31/2014 7/21/2014 5.50 23,013.70 12.03% 0.66 15.5 7/31/2014 7/21/2014 -10
10,000,000.00 TD term loan only interest repayments 7/1/2014 7/31/2014 7/21/2014 5.50 24,106.85 12.60% 0.69 15.5 7/31/2014 7/21/2014 -10
- TD term loan only interest repayments 0
53,443,293.32 191,323.47 100.00% -2.79
Aug-14
22,000,000.00 City of Niagara Falls 8/1/2014 8/31/2014 8/29/2014 13.50 97,533.33 50.51%| 6.82 15.5 8/31/2014 8/29/2014 -2
3,605,090.00 Niagara Falls Hydro Holding 8/1/2014 8/31/2014 8/29/2014 13.50 15,982.56 8.28% 1.12 15.5 8/31/2014 8/29/2014 -2
4,951,810.70 TD Term loan, principle repayments 8/1/2014 8/31/2014 8/20/2014 4.50 19,549.30 10.12% 0.46 15.5 8/31/2014 8/20/2014 -11
2,775,000.00 Scotiabank Smart meter loan, principle repayments 8/1/2014| 8/31/2014 8/29/2014 13.50 11,335.68 5.87% 0.79 15.5 8/31/2014 8/29/2014 -2
10,000,000.00 TD term loan only interest repayments 8/1/2014 8/31/2014 8/21/2014 5.50 23,780.82 12.32% 0.68 15.5 8/31/2014 8/21/2014 -10
10,000,000.00 TD term loan only interest repayments 8/1/2014 8/31/2014 8/21/2014 5.50 24,910.41 12.90% 0.71 15.5 8/31/2014 8/21/2014 -10
- TD term loan only interest repayments
53,331,900.70 193,092.10 100.00% 10.57
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Sep-14
22,000,000.00 City of Niagara Falls 9/1/2014( 9/30/2014 9/11/2014 -4.00 97,533.33 50.43% -2.02 15 9/30/2014 9/11/2014 -19
3,605,090.00 Niagara Falls Hydro Holding 9/1/2014|  9/30/2014 9/26/2014 11.00 15,982.56 8.26% 091 15|  9/30/2014 9/26/2014 -4
4,877,630.64 TD Term loan, principle repayments 9/1/2014| 9/30/2014 9/22/2014 7.00 19,261.87 9.96% 0.70 15| 9/30/2014 9/22/2014 -8
2,737,500.00 Scotiabank Smart meter loan, principle repayments 9/1/2014| 9/30/2014 9/30/2014 15.00 11,928.00 6.17% 0.93 15| 9/30/2014 9/30/2014 0
10,000,000.00 TD term loan only interest repayments 9/1/2014|  9/30/2014 9/22/2014 7.00 23,780.82 12.30% 0.86 15| 9/30/2014 9/22/2014 -8
10,000,000.00 TD term loan only interest repayments 9/1/2014( 9/30/2014 9/22/2014 7.00 2491041 12.88% 0.90 15 9/30/2014 9/22/2014 -8
- TD term loan only interest repayments
53,220,220.64 193,396.99 100.00% 2.28
Oct-14
22,000,000.00 City of Niagara Falls 10/1/2014| 10/31/2014 10/24/2014 8.50 97,533.33 51.33% 436 15.5| 10/31/2014 10/24/2014 -7
3,605,090.00 Niagara Falls Hydro Holding 10/1/2014| 10/31/2014 10/24/2014 8.50 15,982.56 8.41% 0.71 15.5| 10/31/2014 10/24/2014 -7
4,802,549.99 TD Term loan, principle repayments 10/1/2014| 10/31/2014 10/20/2014 4.50 18,361.27 9.66% 0.43 15.5| 10/31/2014 10/20/2014 -11
2,700,000.00 Scotiabank Smart meter loan, principle repayments 10/1/2014| 10/31/2014 10/30/2014 14.50 11,029.32 5.80% 0.84 15.5| 10/31/2014 10/30/2014 -1
10,000,000.00 TD term loan only interest repayments 10/1/2014| 10/31/2014 10/21/2014 5.50 23,013.70 12.11% 0.67 15.5| 10/31/2014 10/21/2014 -10
10,000,000.00 TD term loan only interest repayments 10/1/2014| 10/31/2014 10/21/2014 5.50 24,106.85 12.69% 0.70 15.5| 10/31/2014 10/21/2014 -10
- TD term loan only interest repayments
53,107,639.99 190,027.03 100.00% 7.72
Nov-14
22,000,000.00 City of Niagara Falls 11/1/2014| 11/30/2014 11/21/2014 6.00 97,533.33 49.45% 297 15| 11/30/2014 11/21/2014 -9
3,605,090.00 Niagara Falls Hydro Holding 11/1/2014| 11/30/2014 11/21/2014 6.00 15,982.56 8.10% 0.49 15| 11/30/2014 11/21/2014 -9
4,727,789.34 TD Term loan, principle repayments 11/1/2014| 11/30/2014 11/20/2014 5.00 18,681.26 9.47% 0.47 15| 11/30/2014 11/20/2014 -10
2,662,500.00 Scotiabank Smart meter loan, principle repayments 11/1/2014| 11/30/2014 11/28/2014 13.00 10,513.59 5.33% 0.69 15| 11/30/2014 11/28/2014 -2
10,000,000.00 TD term loan only interest repayments 11/1/2014| 11/30/2014 11/21/2014 6.00 23,780.82 12.06% 0.72 15 11/30/2014 11/21/2014 -9
10,000,000.00 TD term loan only interest repayments 11/1/2014| 11/30/2014 11/21/2014 6.00 2491041 12.63% 0.76 15| 11/30/2014 11/21/2014 -9
10,000,000.00 TD term loan only interest repayments 11/1/2014| 11/30/2014 11/21/2014 6.00 5,836.71 2.96% 0.18 15| 11/30/2014 11/21/2014 -9
62,995,379.34 197,238.68 100.00% 6.28
Dec-14
22,000,000.00 City of Niagara Falls 12/1/2014| 12/31/2014 12/19/2014 3.50 97,533.33 46.06% 161 15.5| 12/31/2014 12/19/2014 -12
3,605,090.00 Niagara Falls Hydro Holding 12/1/2014| 12/31/2014 12/19/2014 3.50 15,982.56 7.55% 0.26 15.5| 12/31/2014 12/19/2014 -12
4,652,144.63 TD Term loan, principle repayments 12/1/2014| 12/31/2014 12/22/2014 6.50 17,797.21 8.40% 0.55 15.5| 12/31/2014 12/22/2014 -9
2,625,000.00 Scotiabank Smart meter loan, principle repayments 12/1/2014| 12/31/2014 12/30/2014 14.50 11,437.81 5.40% 0.78 15.5| 12/31/2014 12/30/2014 -1
10,000,000.00 TD term loan only interest repayments 12/1/2014| 12/31/2014 12/22/2014 6.50 23,013.70 10.87% 0.71 15.5| 12/31/2014 12/22/2014 -9
10,000,000.00 TD term loan only interest repayments 12/1/2014| 12/31/2014 12/22/2014 6.50 24,106.85 11.38% 0.74 15.5| 12/31/2014 12/22/2014 -9
10,000,000.00 TD term loan only interest repayments 12/1/2014| 12/31/2014 12/22/2014 6.50 21,887.67 10.34% 0.67 15.5| 12/31/2014 12/22/2014 -9
62,882,234.63 211,759.13 100.00% 5.32
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Jan-15
22,000,000.00 City of Niagara Falls 1/1/2015 1/31/2015 1/23/2015 7.50 97,533.33 45.61% 342 15.5 1/31/2015 1/23/2015 -8
3,605,090.00 Niagara Falls Hydro Holding 1/1/2015 1/31/2015 1/23/2015 7.50 15,982.56 7.47% 0.56 15.5 1/31/2015 1/23/2015 -8
4,576,798.91 TD Term loan, principle repayments 1/1/2015| 1/31/2015 1/20/2015 4.50 18,096.21 8.46% 0.38 15.5 1/31/2015 1/20/2015 -11
2,587,500.00 Scotiabank Smart meter loan, principle repayments 1/1/2015| 1/31/2015 1/30/2015 14.50 10,922.09 5.11% 0.74 15.5 1/31/2015 1/30/2015 -1
10,000,000.00 TD term loan only interest repayments 1/1/2015|  1/31/2015 1/21/2015 5.50 23,780.82 11.12% 0.61 155 1/31/2015 1/21/2015 -10
10,000,000.00 TD term loan only interest repayments 1/1/2015| 1/31/2015 1/21/2015 5.50 24,910.41 11.65% 0.64 15.5| 1/31/2015 1/21/2015 -10
10,000,000.00 TD term loan only interest repayments 1/1/2015 1/31/2015 1/21/2015 5.50 22,617.26 10.58% 0.58 15.5 1/31/2015 1/21/2015 -10
62,769,388.91 213,842.68 100.00%)| 6.94
Feb-15
22,000,000.00 City of Niagara Falls 2/1/2015 2/28/2015 2/13/2015 -1.00 97,533.33 45.93% -0.46 14 2/28/2015 2/13/2015 -15
3,605,090.00 Niagara Falls Hydro Holding 2/1/2015 2/28/2015 2/20/2015 6.00 15,982.56 7.53% 0.45 14 2/28/2015 2/20/2015 -8
4,501,160.11 TD Term loan, principle repayments 2/1/2015| 2/28/2015 2/20/2015 6.00 17,803.12 8.38% 0.50 14 2/28/2015 2/20/2015 -8
2,550,000.00 Scotiabank Smart meter loan, principle repayments 2/1/2015| 2/28/2015 2/27/2015 13.00 9,722.14 4.58% 0.60 14|  2/28/2015 2/27/2015 -1
10,000,000.00 TD term loan only interest repayments 2/1/2015( 2/28/2015 2/23/2015 9.00 23,780.82 11.20% 1.01 14 2/28/2015 2/23/2015 -5
10,000,000.00 TD term loan only interest repayments 2/1/2015( 2/28/2015 2/23/2015 9.00 24,910.41 11.73% 1.06 14 2/28/2015 2/23/2015 -5
10,000,000.00 TD term loan only interest repayments 2/1/2015| 2/28/2015 2/23/2015 9.00 22,617.26 10.65% 0.96 14|  2/28/2015 2/23/2015 -5
62,656,250.11 212,349.64 100.00% 4.11
Mar-15
22,000,000.00 City of Niagara Falls 3/1/2015| 3/31/2015 3/12/2015 -3.50 97,533.33 47.73% -1.67 155  3/31/2015 3/12/2015 -19
3,605,090.00 Niagara Falls Hydro Holding 3/1/2015 3/31/2015 3/12/2015 -3.50 15,982.56 7.82% -0.27 15.5 3/31/2015 3/12/2015 -19
4,423,532.68 TD Term loan, principle repayments 3/1/2015| 3/31/2015 3/20/2015 450 15,814.49 7.74% 0.35 155  3/31/2015 3/20/2015 -11
2,512,500.00 Scotiabank Smart meter loan, principle repayments 3/1/2015 3/31/2015 3/30/2015 14.50 10,605.50 5.19% 0.75 15.5| 3/31/2015 3/30/2015 -1
10,000,000.00 TD term loan only interest repayments 3/1/2015| 3/31/2015 3/23/2015 7.50 21,479.45 10.51% 0.79 15.5 3/31/2015 3/23/2015 -8
10,000,000.00 TD term loan only interest repayments 3/1/2015| 3/31/2015 3/23/2015 7.50 22,499.73 11.01% 0.83 155  3/31/2015 3/23/2015 -8
10,000,000.00 TD term loan only interest repayments 3/1/2015( 3/31/2015 3/23/2015 7.50 20,428.49 10.00% 0.75 15.5| 3/31/2015 3/23/2015 -8
62,541,122.68 204,343.55 100.00% 1.52
Apr-15
22,000,000.00 City of Niagara Falls 4/1/2015  4/30/2015 4/17/2015 2.00 97,533.33 45.90% 0.92 15|  4/30/2015 4/17/2015 -13
3,605,090.00 Niagara Falls Hydro Holding 4/1/2015 4/30/2015 4/17/2015 2.00 15,982.56 7.52% 0.15 15 4/30/2015 4/17/2015 -13
4,347,297.70 TD Term loan, principle repayments 4/1/2015|  4/30/2015 4/20/2015 5.00 17,206.94 8.10% 0.40 15[  4/30/2015 4/20/2015 -10
2,475,000.00 Scotiabank Smart meter loan, principle repayments 4/1/2015| 4/30/2015 4/30/2015 15.00 10,447.21 4.92% 0.74 15[  4/30/2015 4/30/2015 0
10,000,000.00 TD term loan only interest repayments 4/1/2015( 4/30/2015 4/21/2015 6.00 23,780.82 11.19% 0.67 15| 4/30/2015 4/21/2015 -9
10,000,000.00 TD term loan only interest repayments 4/1/2015| 4/30/2015 4/21/2015 6.00 24,910.41 11.72% 0.70 15 4/30/2015 4/21/2015 -9
10,000,000.00 TD term loan only interest repayments 4/1/2015| 4/30/2015 4/21/2015 6.00 22,617.26 10.64% 0.64 15 4/30/2015 4/21/2015 -9
62,427,387.70 212,478.53 100.00%)| 4.22
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Energy Probe-8-PILS

Ref: Pages 35-36

a) Please explain why NPEI has not requested a refund of the credit balance associated
with the PILs with the Ministry of Finance.

b) Please calculate the expense lead days associated with PILs if NPEI did not have a
credit balance with the Ministry of Finance.

c) Please confirm that if NPEI received a refund of the credit balance on deposit at the
Ministry of Finance, it would have more cash on hand to deal with its working capital
requirements.

NPEI Response

a)

b)

NPEI has not requested a refund because it has allowed NPEI to avoid certain charges
and provides a net benefit to the customer.

If NPEI received the refund from the Ministry of Finance in August of 2014 and deposited
the refund into its bank account NPEI would have earned interest for a twelve month
period of $11,832. The credit balance with the Ministry was sufficient to cover the 2014
and 2015 installments owing.

In June of 2015, NPEI underwent a PILS audit for the periods 2011 and 2012. As a
result, NPEI owed additional taxes for 2011 and 2012 in the amount of $644,251. This
reassessment was applied back to the 2011 and 2012 tax years. The Ministry of Finance
was able to use the credit that became available in July 2014 to apply back to 2011 and
2012. Had NPEI taken the credit in July of 2014, NPEI would have had approximately
$150,000 in interest and would have had to pay this in 2015.

NPEI has been able to manage its cash flow during 2014 and 2015 without having to
receive the refund from PILS.

The interest payment of $150,000 is 12 times the interest that would have been earned.
The expense lead would be 36.22 days (15.22 service lead plus 21 payment days).
If NPEI had received the refund in August 2014, NPEI would have had more cash on

hand between August of 2014 and December 2014. Installments for 2015 would have
begun in January 2015 through to December 2015. However, as a result of the audit the
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interest owing due to the reassessment would have resulted in NPEI having a much lower
net cash position had the company not had that credit with the Ministry of Finance. NPEI
estimates it has a credit balance of approximately $700,000 as of October 2015.

14. Energy Probe-9-Mearie Benefits
Ref: Page 37

Please show the calculation of the payment lead of -29.91 days for Benefits - Mearie. In
particular, please provide the payment dates to Mearie for each of the 12 months used in the
analysis that result in the payment lead of -29.91 days.

NPEI Response

Please see the table below:

Weighte
d
Cheque Service Start Service Payment Weight  Weighted Payment
VendorName  Invoice # Invoice Date # Date EndDate ChequeDate MidPoint Llead  Totallead Invoice AmcFactor Llead  Lead
The MEARIE Group May Premiums 422014 Q456 5172014 5312014 4292044 1550 -3200 -1650 7418674  812% (L34 -259883
The MEARIE Group June Premiums 6/1/2014 43297 /12014 6/30/2014 5302014 1500 -3L00 1600 7435590 814%  (130) -252336
The MEARIE Group July Premiums 6/20/2014 43955 7/1/2014 7/31/2014  6/27/2014 1550 3400  -1850 7509151  822% (152 -2.79493

/ /
The MEARIE Group August Premiums §/1/2014  A4Q05  §/1/2014 §31/2014  §1/2014 1550 3000 1450 7926418  8.68%  (L26) -260315
The MEARIE Group September Premiums ~ 8/22/2014 45634 9/1/2014 930/2014  8/29/2014 1500 -3200 -1700 7643472  837M%  (L42) -2677%8
The MEARIE Group October Premiums 10/1/2014 46433 10/1/2014 1031204 10/3/2014 1550 -2800 1250 7591209  831%  (L04) -232686
The MEARIE Group NovemberPremiums ~ 10/24/2014 47184 11/1/2014 11/30/2014  10/31/2014 1500 -3000 -1500 7859410  860%  (L29) -2.58115
The MEARIE Group December Premiums ~ 11/26/2014 48001  12/1/2014 12/31/2014 1252014~ 1550  -2600  -1050 7530226  824%  (0.87) -21433
The MEARIE Group January Premiums 12/19/2004 48753 1/1/2015 1/31/2015 122005 1550 -900 1350 779650  854%  (L19) -247518
The MEARIE Group  February Premiums Y215 49557 212015 2282015 1302015 1400 2900 1500 7603391 83%  (L25) -241383
The MEARIE Group March Premiums /015 50262 32015 3312005 32015 1550 -900 1350 75473 826%  (112) -2.39%01
The MEARIE Group April Premiums 342015 50987 4/1/2015 4302015 4172015 1500 2900 1400 7486430  820%  (L15) -23767

91347894 " 10000% (14.70) -29.9109
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15. Energy Probe-10-Property taxes
Ref: Page 37

a) Please provide the dates and amounts paid for property taxes for the 2015 calendar
year.

b) Please provide the dates and amounts paid for OEB cost assessments. Please
explain why this is a prepaid expense.

NPEI Response

a) The table below shows the dates and amounts of property tax payments for the 2015
calendar year.
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Vendor
City of Niagara Falls
TOWN OF LINCOLN
TOWN OF LINCOLN
TOWN OF LINCOLN
Township of West Lincoln
Township of West Lincoln
City of Niagara Falls
Ontario Electricity Financial Corp
Township of West Lincoln
City of Niagara Falls
TOWN OF PELHAM
TOWN OF PELHAM
TOWN OF PELHAM
TOWN OF LINCOLN
TOWN OF LINCOLN
TOWN OF LINCOLN
Township of West Lincoln
Township of West Lincoln
City of Niagara Falls
City of Niagara Falls
Township of West Lincoln
Ontario Electricity Financial Corp

City of Niagara Falls

Details of the dates and amounts of property taxes paid in the study period (May 2014 to

Reference
2015 Interim Payment in Lieu of Property Tax
1st&2nd Install-4299 Fly Rd
1st&2nd Install-Red Maple Ave
1st&2nd Install-3897 Greenlane
1st&2nd Install-RR#20
1st Install-2676 Clifford St
1st Install Montgomery St
2015 Interim Payment in Lieu of Property Tax
2nd Install-2676 Clifford St
2nd Install Montgomery St
1st&2nd install-1582 Pelham St
1st&2nd install-WS-Station St
1st&2nd install-Pelham St
1st&2nd install-Red Maple
1st&2nd install-Fly Road
1st&2nd install-Greenlane
3rd&4th Install-RR#20
3rd Install 2676 Clifford ST
Final pymt In-Lieu of Property Taxes
3rd Install Montgomery St
4th Install Clifford St
2015 Payment in Lieu of Property Tax
4th install-Montgomery St.

Niagara Peninsula Energy Inc.

Interrogatory Responses
December 18, 2015
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Cheque Date
2/6/2015
2/13/2015
2/13/2015
2/13/2015
2/13/2015
2/13/2015
2/20/2015
3/26/2015
4/9/2015
4/9/2015
6/18/2015
6/18/2015
6/18/2015
7/15/2015
7/15/2015
7/15/2015
7/22/2015
7/22/2015
8/12/2015
8/19/2015
9/30/2015
10/8/2015
10/15/2015

Amount
76,518.68
151.19
254.39
93.68
214.81
19,590.26
2,159.07
8,268.35
19,590.27
2,158.00
92.00
505.48
29.93
815.26
461.72
282.84
646.83
19,903.84
78,247.25
3,103.27
19,903.84
7,788.63
3,102.00

263,881.59

April 2015) that were used in the Lead/Lag study are included in Appendix J.

b) The table below shows the dates and amounts of quarterly OEB cost assessments for
the 2015 calendar year.

Vendor
Ontario Energy Board
Ontario Energy Board
Ontario Energy Board
Ontario Energy Board

Reference Cheque Date

Assessment - Jan 1 to Mar 31, 2015
Assessment - Apr 1 to June 30, 2015
Assessment - July 1 to Sept 30, 2015
Assessment - Oct 1 to Dec 31, 2015
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1/16/2015 40,580.00
4/17/2015 41,298.00
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Details of the dates and amounts of quarterly cost assessments paid in the study period (May
2014 to April 2015) that were used in the Lead/Lag study are included in Appendix J.

These are prepaid expenses since the invoice is issued and paid during the first month of
each quarter, but the costs assessed relate to a three month period. Therefore, NPEI records
the invoice as a prepaid expense and then records one third of the invoice amount as
expense each month during the quarter.

NPEI notes that the quarterly invoices that are recorded as prepaid relate to the recovery of
the OEB’s costs under subsection 26. (1) of the Ontario Energy Board Act, 1998, and the
OEB'’s invoices explicitly indicate that the costs relate to a three month period.

16. Energy Probe-11-Prepaid expenses
Ref: Pages 37-38

With respect to the annual prepaid expenses:

a) Please break down the $1,147,164 amount shown in Table 11 into each of the
components noted on page 37.

b) Please confirm that each of the annual prepaid expenses is based on annual costs
that begin on May 1, and do not reflect any annual costs that are based on a calendar
year. If this cannot be confirmed, please explain which expenses are based on pre-
payment of annual costs that start to be incurred on January 1.

c) Please provide all the data and calculations used to calculate the expense lead of -
292.67 for annual prepaids shown in Table 11, including, but not limited to, the amount
of the expense and the payment dates for each of the items noted on page 37.

NPEI Response

a) As noted in NPEI's response to IR#5 Board Staff-5, NPEI has corrected the prepaid
expenses to include $27,915 of costs relating to NPEI's 2015 COS Application (i.e. 1/5
of the actual costs paid during the study period May 2014 to April 2015), instead of the
$78,650 that was originally used (1/5 of the Board-approved amount). The revised
amount of annual and 2015 COS prepaid expenses is $1,096,430 (See Table 11 in
the updated Lead/Lag study).

Page 31 of 206



17.

b)

Ref:

b)

Niagara Peninsula Energy Inc.
Interrogatory Responses
December 18, 2015
EB-2015-0090 and EB-2015-0328

The table below summarizes the amounts originally filed and as corrected.

Prepaid Expenses - Annual and 2015 COS Original Table 11 Revised Table 11

Regulatory Expenses for 2015 COS Rate Application 78,650 27,915
LEAP 37,100 37,100
Insurance 283,556 283,556
Other annual Prepaid Expenses 747,859 747,859
Total Annual and 2015 COS Prepaids 1,147,164 1,096,430

Details are provided in Appendix C.

Confirmed. All prepaid expenses used in the analysis were paid between May 2014
and April 2015.

Details are provided in Appendix C.

Energy Probe-12-HST
Pages 38-39

Please confirm that payroll and benefits have not been included in the calculation of
the HST lag days.

Please confirm that the negative weighted lead days shown in Table 12 indicate that
NPEI receives its revenue on average 20.28 days before it has to submit it to Revenue
Canada at the end of the following month. If this cannot be confirmed, please explain
fully.

Please confirm that the negative weighted lead days shown in Table 13 indicate that
NPEI has to pay the HST on these expenses on average 18.60 days prior to receiving
credit for these payments when it remits the net HST balance owing to Revenue
Canada at the end of the following month. If this cannot be confirmed, please explain
fully.

NPEI Response

a) Confirmed, payroll and benefits have not been included in the calculation of the HST

lag days.

b) NPEI has corrected the Lead/Lag Report to reflect a weighted lead of -10.45 days for

HST on all sources of revenues subject to HST. This reflects the fact that NPEI
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receives the HST on average 10.45 days before NPEI remits the HST revenue to
Revenue Canada.

For example a customer’s service period is from September 1st to 30th. The bill date
is October 16th and the due date is November 4th, NPEI will record the HST revenue
in October and pay the HST to Revenue Canada on November 30th. The period from
September 15th, which is the mid-point of the HST service period, to November 30th
is 75 days. The revenue lag for sources of revenue from all customer classes is
updated to 64.22 days. Therefore, for revenue from customers, NPEI receives the
HST payment on average 64.22 - 75 = - 10.78 days prior to remitting the HST to
Revenue Canada.

For revenue from other sources, the revenue lag is 114.17 days as shown in Table 7
of the Lead/Lag report in Appendix D. Therefore, NPEI receives the HST payment on
revenue from other sources on average 39.17 days after the HST has been remitted
to Revenue Canada (114.17 - 75 = 39.17).

The table below shows the calculation of the weighted average HST lead for all
revenues subject to HST of -10.45 days.

HST Expense Lead - Revenues
Weighting | Weighted Lead
Revenue Amount ($) HST (13%) Lead (Lag) Days Factor (Days)
From Al Customers 164,532,857 21,389,271 -10.78 99.33% -10.71
From Other Sources 1,103,577 143,465 39.17 0.67% 0.26
Total 165,636,435 21,532,737 28.39 100.00% -10.45

c) NPEI has corrected the Lead/Lag Report to reflect a weighted lead of 43.63 days for

HST on all expenses subject to the HST ITC. This reflects the fact that NPEI pays the
HST on average 43.63 days before NPEI receives the Input Tax Credit (“ITC”) on its
HST remittance.

For the IESO power bill; using an example, the power bill from September 1st to 30th
is received by NPEI on October 15th and paid by NPEI on October 16th. The HST
ITC for September's power bill is claimed on the November 30th remittance to
Revenue Canada. The period from September 15", which is the mid-point of the HST
service period, to November 30" is 75 days. The period from September 15", which is
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the mid-point of the HST service period, to October 16™ when the HST is paid is 31
days. Therefore, in this example, NPEI pays the HST on the power bill 75 — 31 = 44
days prior to receiving the ITC on its HST remittance.

The weighted average of the HST expense lead for all components of the Cost of
Power (i.e. IESO, Hydro One and Niagara West) is 43.58 days. Details are provided in
the table below.

Payment # Days from Weighted Lead
Vendor Service Month ITC Claim Date Paymentto  HSTAmount  Weighting Factor
Date ) days
Claim date

IESO May-14 6/13/2014 7/31/2014 48 1,226,174.64 7.2% 3.47
Jun-14 7/16/2014 8/29/2014 44 1,444,808.24 8.5% 3.74
Jul-14 8/18/2014 9/30/2014 43 1,441,752.11 8.5% 3.65
Aug-14 9/16/2014 10/31/2014 45 1,522,938.31 9.0% 4.04
Sep-14  10/16/2014 11/28/2014 43 1,340,720.95 7.9% 3.40
Oct-14  11/17/2014 12/29/2014 42 1,341,922.14 7.9% 3.32
Nov-14  12/15/2014 1/30/2015 46 1,206,218.23 7.1% 3.27
Dec-14 1/16/2015 2/27/2015 42 1,429,249.60 8.4% 3.54
Jan-15 2/17/2015 3/31/2015 42 1,317,395.25 7.8% 3.26
Feb-15 4/17/2015 5/28/2015 41 1,374,674.93 8.1% 3.32
Mar-15 3/16/2015 4/30/2015 45 1,528,197.42 9.0% 4.05
Apr-15 5/15/2015 6/30/2015 46 1,404,821.13 8.3% 3.81
Hydro One Mar-14 5/9/2014 6/30/2014 52 27,971.57 0.2% 0.09
Apr-14 6/13/2014 7/31/2014 48 24,907.97 0.1% 0.07
May-14 7/14/2014 8/29/2014 46 24,773.73 0.1% 0.07
Jun-14 8/15/2014 9/30/2014 46 28,668.65 0.2% 0.08
Jul-14 9/5/2014 9/30/2014 25 29,818.28 0.2% 0.04
Aug-14  10/31/2014 11/28/2014 28 30,049.56 0.2% 0.05
Sep-14  11/21/2014 12/29/2014 38 22,050.56 0.1% 0.05
Oct-14  12/19/2014 1/30/2015 42 28,424.76 0.2% 0.07
Nov-14 1/16/2015 1/30/2015 14 34,541.48 0.2% 0.03
Dec-14 2/13/2015 3/31/2015 46 36,708.06 0.2% 0.10
Jan-15 3/19/2015 3/31/2015 12 38,348.91 0.2% 0.03
Feb-15 4/9/2015 4/30/2015 21 36,895.79 0.2% 0.05
NWTC Mar-14 5/16/2014 5/31/2014 15 3,448.65 0.0% 0.00
Apr-14 6/20/2014 6/30/2014 10 2,915.34 0.0% 0.00
May-14 8/1/2014 7/31/2014 -1 3,009.60 0.0% (0.00)
Jun-14 8/22/2014 8/29/2014 7 3,317.07 0.0% 0.00
Jul-14 9/19/2014 9/30/2014 11 3,488.70 0.0% 0.00
Aug-14  10/17/2014 10/31/2014 14 3,120.93 0.0% 0.00

Sep-14  11/28/2014 11/28/2014 0 2,870.54 0.0% -
Oct-14 1/2/2015 12/29/2014 -4 2,555.51 0.0% (0.00)

Nov-14 1/30/2015 1/30/2015 0 2,195.84 0.0% -

Dec-14 1/30/2015 1/30/2015 0 2,647.78 0.0% -
Jan-15 3/26/2015 3/31/2015 5 2,032.48 0.0% 0.00
Feb-15 4/17/2015 4/30/2015 13 3,497.16 0.0% 0.00

16,977,137.87 100.0% 43.58
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For the HST lead on OM&A expenses, NPEI determined the number of days from the
mid-point of each service month until the HST remittance date when the ITCs were
claimed to determine the HST lead on OM&A for each month in the study period.
These lead days were then weighted using the amount of OM&A by month that
attracts HST. The weighted average of the HST expense lead for the OM&A is 44.77
days. Details are provided in the table below.

#days fromend
Mid-pointof  of service
#daysinservice  service  monthtoITC  Total Lead Weighted Lead
Service Month month month claim date days  OM&Ahymonth HST Weighting Factor days

May-14 31 155 30 45.50 541,709.65 70,422.25 9.62% 438
Jun-14 30 15 3 46.00 443,559.64 57,662.75 7.87% 362
Jul-14 3 155 29 44,50 434,272.61 56,455.44 1.71% 343
Aug-14 3l 155 30 4550 471,619.34 61,310.51 8.37% 381
Sep-14 30 15 31 46.00 517,670.87 67,297.21 9.19% 43
Oct-14 31 155 8 4350 438,223.45 56,969.05 7.78% 338
Nov-14 30 15 pL) 44,00 471,960.71 61,354.89 8.38% 369
Dec-14 31 155 30 4550 503,866.73 65,502.67 8.94% 407
Jan-15 3l 155 2 4250 348,471.64 45,300.31 6.19% 263
Feb-15 28 14 3 45.00 380,819.00 49,506.47 6.76% 304
Mar-15 31 155 30 45.50 541,284.35 70,366.97 9.61% 437
Apr-15 30 15 8 43.00 539,953.67 70,193.98 9.58% 412

5,633,411.66 732,383.52 [ 100.00% 477

NPEI notes that the OM&A expense by month in the table above includes prepaid expenses.
The HST on prepaid expenses is paid when the invoice is received, not when the expense is
recognized. However, NPEI assumes in the table above that the amount of prepaid expense
recognized each month is fairly consistent, and therefore excluding prepaid expenses from
the OM&A by month would not significantly impact the weighting factors.

Using an HST lead on Cost of Power of 43.58 days and an HST lead on OM&A of 44.77
days results in a weighted average lead on Cost of Power and OM&A of 43.63 days, as
shown in the table below.

Rate Application HST % Test Year HST [HST Lead Time | HST Lead | HST working Capital

Cost of Power 144,149,669 13.0% 18,739,457 43.58 11.94% 2,237,634
OM&A 5,844,020 13.0% 759,723 44.77 12.27% 93,182
HST (Expenses) 19,499,180 43.63 11.95% 2,330,815

Please see Table 12 in the updated lead/lag report in Appendix D.
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18.
Ref:

Energy Probe-13-reconcile Table 12 to Table 7
Pages 33 & 39

Please explain why the Amounts shown in Table 12 do not match the Amounts shown in
Table 7.

NPEI Response

Table 12 used the test year revenue to calculate the HST and to calculate the Weighted Lead
Days. NPEI should have used the revenues from Table 7 to calculate the Weighted Lead
days and applied this number of days to the Test year HST. Please see the Table updated
below. Note of the $1,746,806.98 of revenue from other sources only $1,103,577 attracts
HST. Bank Interest revenue, revenues from non-payment of account-late payment charges
on hydro sales and apprenticeship tax credit revenues are excluded.

19.

HST Expense Lead - Revenues
Weighting | Weighted Lead
Revenue Amount (9) HST(13%) | Lead (Lag) Days Factor (Days)
From All Customers 164,532,857 | 21,389,271 -10.78 99.33% -10.71
From Other Sources 1,103,577 143 465 39.17 0.67% 0.26
Total 165,636,435 | 21,532,737 2839 100.00% -10.45

Energy Probe-14-HST on receivables

Ref: Page 40

a) Please explain why the HST associated with receivables results in an increase in the

working capital allowance for NPEI.
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b) Has Elenchus reviewed other lead lag studies, and if so, is it aware of any other
electricity distributors in Ontario where the HST on receivables increases the working
capital allowance?

c) Why is the HST receivables which is based on revenues received, shown as expense
in Table 14? In other words, shouldn't the receivables amount of $22,603,800 be
shown as a negative number since it is a revenue and not an expense?

NPEI Response
a) The HST associated with receivables should be a negative value in the calculation of

WCA. See NPEI’s response to IR#17 — Energy Probe 12 a).

b) Elenchus has reviewed other lead lag studies and there was an error in the model
which has been corrected.

c) Yes the $22,603,800 has been updated to be shown as a negative number. The sign
on the Expense Lead Days was backwards in the model.

20. Energy Probe-15-Authors and experience
Ref: Appendix A

a) Please provide the CV's associated with the author(s) of the Elenchus lead lag study.
b) For each author, please indicate their relevant experience in preparing lead lag
studies, including any testimony provided in front of regulatory agencies.

NPEI Response
a) Attached are the CVs for Andrew Frank and Michael Roger. Please see Appendix K.

b) Both Andrew and Michael prepared the lead lag study filed with the Ontario Energy
Board by Veridian Connections Inc. in proceeding EB-2013-0174.
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LRAMVA

OEB Board Staff-IR#6-LRAMVA-CDM savings reference 2011 COS

Ref: LRAMVA Application, page 7

On Table 2, NPEI shows the CDM savings for each class that were assumed in the load
forecast for its 2011 cost of service application. Please provide an evidentiary reference from
NPEI’s cost of service application that confirms the amounts summarized in Table 2.

NPEI Response

The total CDM energy savings of 5.8 million kWh assumed in the load forecast in NPEI's
2011 COS Application (EB-2010-0138) can be found in the Decision on Partial Settlement
and Procedural Order No. 3 dated May 16, 2011 (See Issue 3.1 of the Approved Partial
Settlement Agreement, page 18 of 102). The evidence in NPEI's 2011 COS Application does
not include a breakdown of the 5.8 million kWh by rate class.

In order to determine the allocation by rate class, NPEI increased the total 2011 billed
consumption in the 2011 load forecasting model by 5.8 million kwh. The table below shows
the resulting differences in billed consumption by rate class as allocated in the load
forecasting model.
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Billed kWh

By Class
Residential
Customers
kWh

GS<50
Customers
kWh

GS>50
Customers
kWh
kw

Large User
Customers
kWh
kw

Sentinels
Connections
kWh
kw

Streetlights
Connections
kWh
kw

USL
Connections

kWh

Total of Above

Customer/Connections

kWh

kW from applicable classes

Total from Model

Customer/Connections

kWh

kW from applicable classes

Check should all be zero
Customer/Connections

kWh

kW from applicable classes

2011 Rate
Application as
Approved

1,223,308,130

46,900
462,790,265

4,352
122,331,880

848
628,090,148
1,818,411

o

560
292,817
809

12,408
7,467,591
20,107

465
2,335,428

65,533
1,223,308,130
1,839,327

65,533
1,223,308,130
1,839,327

o
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2011 with CDM
Baseline of 5.8
GWh Added
Back

1,229,108,130

46,900
465,082,407

4,352
122,937,775

848
630,992,113
1,826,812

560
292,817
809

12,408
7,467,591
20,107

465
2,335,428

65,533
1,229,108,130
1,847,729

65,533
1,229,108,130
1,847,729

Niagara Peninsula Energy Inc.
Interrogatory Responses
December 18, 2015

EB-2015-0090 and EB-2015-0328

Difference

5,800,000

2,292,141

605,894

2,901,964
8,402

5,800,000
8,402

5,800,000
8,402
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OEB Board Staff-IR#7-LRAMVA-reconciliation of total annual savings

Ref: LRAMVA Application, pages 33 - 51

OEB staff is unable to reconcile the total annual savings shown in the bottom row of Table A,
including adjustments, with the annual savings shown in Table C.

a) Please explain how NPEI translated the kW and kWh savings in Table A in to the
“Current year load losses” amounts shown per class in table C.

b) As an example, please provide a derivation showing the steps that were used to
calculate the total 4,421,324 kWh savings for 2012.

NPEI Response

a)

b)

The kW and kWh values by program in Tables A-1 to A-6 were multiplied by the
appropriate rate class allocations in Tables B-1 to B-4 to calculate the load impact values
for each program in Tables B-6 to B-9. The “current year load losses in Table C-2 are the
sum of the load impacts by rate class for each year found at the bottom of Tables B-6 to
B-9.

The total 2012 current year load losses of 4,421,324 is the sum of the 1,969,867 kWh for
the Residential rate class, the 2,427,588 kWh for the GS < 50 kW rate class, and the
23,869 kW for the GS 50 to 4,999 kW rate class. We recognize now that there should not
be a sum of these kWh and kW values shown, given that the units are not commensurate;
that sum is not carried forward into any calculations.

The 1,969,867 kWh for the Residential rate class is the total of the load losses for all
programs with CDM impacts in that rate class found in Table B-7 and the same is true for
the other rate classes. The load loss values for each program are the product of the sum
of the persistence of 2011 results in 2012 found in Table A-1, the 2012 results found in
Table A-2, and the persistence of 2011 adjustments in 2012 found in Table A-4 multiplied
by the allocation of 2012 CDM program impacts by rate class found in Table B-2.

In response to IR# 24 OEB Board Staff-9, IndEco has prepared a sample set of

calculations of the 2012 CDM impact on load for the Residential rate class to demonstrate
the calculation methodology.
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OEB Board Staff-IR#8-LRAMVA-% Allocators in Retrofit program

Ref: LRAMVA Application, pages 41 - 43

OEB staff notes that the percentage allocators for all applicable classes participating in the
Retrofit initiative of the Business Program category do not sum to 100%. The allocators sum
to 99% in 2011 and 2012, 114% in 2013, and 105% in 2014.

a) Please explain why the allocators do not add up to 100% for the Retrofit initiative.

b) Please explain how the final savings are allocated between the classes when the
allocators sum to a value greater than 100%.

NPEI Response

a) Rate class allocation percentage totals may not add up to 100% in cases were kWh
savings are allocated to rate classes billed by kWwh and kW demand reductions are
allocated to rate classes billed by kW. This allocation methodology was used for the
Retrofit Program.

b) The total kWh results for the Retrofit initiative in a given year were multiplied by the
percentage allocations for rate classes billed by kWh, because the allocation percentages
for rate classes billed by kWh were calculated based on kWh energy savings. The total
kW results for the Retrofit initiative in a given year were multiplied by the percentage
allocation for the rate class billed by kW, because the allocation percentages for the rate
class billed by kW was calculated based on kW demand reduction.

OEB Board Staff-IR#9-LRAMVA-Live Excel version

Please provide a live Excel version of the model used to perform the calculations shown in
Tables A, B and C of the IndEco report. If errors were identified in the review of
interrogatories, please reflect any changes in the model that is provided.

NPEI Response

The model used to perform the calculations is a proprietary model developed by IndEco. The
tables and descriptions in the report provide a traceable description of how the results were
derived. IndEco has prepared a sample set of calculations of the CDM impact on load for the
Residential rate class in 2012 to demonstrate the calculation methodology. See Appendix L.
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VECC-1-Demand Response 3 program
Ref: Application Page 7 of 59

NPEI states “As indicated in the IndEco Report (Attachment A, page 3), NPEI's CDM results
as provided by the OPA include the calculation of demand reduction due to the Demand
Response 3 (“DR3”) program in a manner that is consistent with other recent LRAMVA
dispositions applications, which have been accepted by the Board.”

Ref: IndEco Report Page 3

IndEco states “In the case of demand response programs, in particular Demand Response 3
(DR3), the demand reduction may only apply to certain months in the year. These
considerations have been factored into the lost revenue calculations.

There have been arguments advanced around the uncertainty regarding the impact of DR3
program results on LDC revenues. However, the OEB has considered these arguments and
has been consistent in recent rate cases in ruling that the IESO’s analyses with respect to
CDM results may be used to estimate lost revenues, including those related to DR3
programs.”

a) With respect to Demand Response 3 programs, please explain how “the demand
reduction may only apply to certain months in the year” has been determined and
factored into the lost revenue calculations”.

b) Please provide and explain IndEco’s previous position (prior to the PowerStream
Decision EB-2014-0108) on the treatment of Demand Response 3 programs and
provide the resulting impact on Demand Response 3 lost revenue calculations.

c) Please confirm that the kW savings values reported for the Demand Response 3
program are contracted values and not actual demand reductions in each year.

d) Does NPEI have any record as to how much actual demand reduction was achieved
in each year due to the Demand Response 3 program? If so, how much was the
actual demand reduction in each year and was the demand reduction coincident with
the peak interval used to establish the customers’ billing demands?

e) If No to (d), does NPEI have the ability to track how much actual demand reduction
was achieved in each year due to the Demand Response 3 program and if the
demand reduction was coincident with the peak interval used to establish the
customers’ billing demands.
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NPEI Response

a)

b)

d)

For DR 3, the kW values provided by the IESO were multiplied by 3, based on the
methodology used in PowerStream's 2015 rate decision, EB-2014-0108, that was
approved by the Board.

IndEco’s previous position on the treatment of Demand Response 3 in lost revenue
calculations was:

“For other programs, in particular demand response programs, the customer’s monthly
peak may not correspond to the system’s peak. Further, even if they are coincident, if a
demand response event is called, and the customer’s monthly peak is shaved, it is likely
that the customer’s second highest peak in the month is only slightly less than their
highest peak. Thus, the impact on distribution revenues of the demand response program
is likely to be minimal, and is assumed to have zero impact on lost load.

Thus, no distribution revenues are estimated to be lost from large general service
customers’ participation in demand response programs.” (North Bay Hydro 2015 COS
application EB-2014-0099, Exhibit 3)

Eliminating the impact of DR 3 programs in the lost revenue calculations would reduce
the total lost revenue value from $467,812.35 to $449,749.65 and the carrying charges
from $14,991.84 to $14,330.29.

The IESO reported kW values for DR 3 in the 2011-2014 final results report are:

“... attributed to LDCs based on the total contracted megawatts at the contributor level as
of December 31st, applying the provincial ex ante to contracted ratio (ex ante
estimate/contracted megawatts); Ex post energy savings are attributed to the LDC based
on their proportion of the total contracted megawatts at the contributor level.”

Due to contractual privacy agreements between the IESO and the DR 3 participants,
NPEI is not informed of the actual demand reductions from the program in NPEI's service
territory in each year.

NPEI is not able to track the actual demand reduction from the DR 3 program.

VECC-2-Bill Impacts

a) Please provide bill impacts for each rate class that combine the impacts of EB-2015-0090 and
EB-2015-0328, (including residential consumption at the lowest 10th percentile), and include
the removal of the Debt Retirement Charge in 2016, the removal of the Ontario Clean Energy

Page 43 of 206



Niagara Peninsula Energy Inc.
Interrogatory Responses
December 18, 2015
EB-2015-0090 and EB-2015-0328

Benefit in 2016 and the addition of the Ontario Energy Support Program (OESP) starting

January 1, 2016 that will be funded by all electricity ratepayers.

NPEI Response

NPEI has included in Appendix M the following updated models resulting from the update to
WCA of 12.61%;

4.
5.

1. RRWF
2.
3. Cost Allocation- Sheet [5.1-Misc Data, Ol1 Revenue to Cost & 02 Fixed

PILS

Charge|Floor|Ceiling
Revenue-to-cost ratios table
Fixed versus variable split rate design and updated rates

The excel models for the RRWF, PILS, and Cost Allocation were uploaded in the e-filing
service.

Sheet 15. Rev2Cost GDPIPI of the 2016 IRM_RateGen_Model_versionl1.0 updated for
12.61% WCA and Bill Impacts are provided in Appendix N.
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Appendix A — Revenue-to-Cost Ratios

In Settlement Agreement
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Niagara Peninsula Energy Inc.
EB-2014-0096

Proposed Partial Settlement Agreement - Amended

March 24, 2015
Page 25 of 36

The following table provides the agreed upon revenue-to-cost ratios, which includes moving the
GS>50 kW class to 120% in the 2015 Test Year, and bringing all of the classes that are below

100% up to the same percentage, 91.65%.

Revenue-to-Cost Ratios

Previously Approved 2015
Ratios Most Recent Status Quo Proposed
Class Year 2014 Ratios Ratios Policy Range
% % % %

Residential 85.00 80.65 91.65 85-115
GS <50 kW 109.09 120.11 120.00 80-120
GS >50kwW 145.83 161.63 120.00 80-120
Street Lighting 70.00 87.23 91.65 70-120
Sentinel Lighting 70.00 70.99 91.65 80-120
Unmetered Scattered

Load (USL) 101.51 119.83 119.83 80-120

Evidence: Cost Allocation

Application:

Interrogatories:

Undertakings:
Transcript:

Appendices:

Supporting Parties:
Opposing Parties:

E1/T2/S10, E7/T1/81, E7/T1/S2, E7/T1/S4, E7/T1/S3

IRR#16-SEC#6, IRR#17-SEC#7, IRR#96-3-VECC-13,
IRR#149-7-Staff-43, IRR#150-7-Staff-44, IRR#152-7-
Energy Probe-38, IRR#153-7-Energy Probe-39,
IRR#154-7-VECC-41, IRR#156-7-VECC-43, IRR#157-
7-VECC-44, IRR#158-7-VECC-45,

7-Energy Probe-59TC, 2-VECC-55TC
JT71.8,JT1.15

e Page 67 line 16 to page 67 line 27

¢ Page 81 line 14 to page 84 line 3

o Paage 87 line 25 to paae 88 line 16
Appendix 3.2-A Cost Allocation Model (in Excel)

OEB Appendix 2-P
NPEI, Energy Probe, SEC, VECC
None
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Appendix B — NPEI Decision and Order
Findings

Fixed Variable Split for the Residential
Class
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Ontario Energy Board EB-2014-0096
Niagara Peninsula Energy Inc.

proposed to recover 65% of revenues from the fixed monthly service charge and 35%
from the variable charge from energy consumed.

After the oral hearing, NPEI revised its proposal from 65%-35% to the current fixed-
variable rate split of 58%-42% based on an analysis filed as an undertaking response.
Energy Probe, VECC and SEC supported the revised proposal. OEB staff did not
oppose the revised proposal, but noted that OEB policy is moving in the direction of
increasing fixed charges among the residential class.>

Findings

The Board finds it appropriate to maintain the current fixed-variable rate split for the
residential customer class. The Board directs NPEI to maintain the current 58%-42%
fixed-variable split pending any new policies issued by the OEB regarding distribution
rate design for residential customers.

NPEI indicated that it had not sought customer feedback regarding its original proposal
to change the residential fixed-variable rate split. In response to questions from the
Board during the oral hearing, NPEI clarified that its consumer engagement evidence
included a customer survey, yet the survey was conducted before the Application was
prepared. The Board would find it useful if customer engagement activities
encompassed any proposed changes included in an application, especially changes
directly affecting customers.

Working Capital Allowance

The working capital allowance (WCA), is the cash required by the utility because of the
time lag between when money is spent to provide distribution services and when money
is received in payment for those services from customers.

In its Application, NPEI requested a 13% WCA of eligible controllable expenses, taxes
and the cost of power. NPEI submitted that 13% was consistent with the OEB'’s Filing
Requirements.®> The 13% WCA proposal resulted in $20.8 million being added to rate
base.

* In the time since the OEB staff submission, the policy has been confirmed in EB-2012-0410, A New Distribution
Rate Design for Residential Electricity Customers, issued April 2, 2015
? Filing Requirements For Electricity Distribution Rate Applications - 2014 Edition for 2015 Rates Applications

Decision and Order 4
May 14, 2015
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Appendix C — Annual Prepaids
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Invoice Date

6/30/2014
1/21/2015
11/30/2014
1/29/2015
7/17/2014
3/4/2015
2/23/2015
7/31/2014
5/14/2014
4/24/2015
7/31/2014
10/31/2014
11/19/2014
1/7/2015
1/31/2015
3/30/2015
1/31/2015
12/19/2014
1/7/2015
6/4/2014
2/28/2015
9/18/2014
1/7/2015
12/19/2014
8/31/2014
12/31/2014
7/25/2014
10/31/2014
4/15/2015
4/15/2015
9/30/2014
1/7/2015
9/22/2014
7/31/2014
3/31/2015
10/27/2014
3/31/2015
9/10/2014
3/17/2015
12/31/2014
10/31/2014
2/4/2015
6/23/2014
7/23/2014
12/19/2014
10/28/2014
10/23/2014
3/24/2015
12/17/2014
9/10/2014
10/30/2014
6/24/2014
2/17/2015
6/24/2014
4/8/2015
10/28/2014
10/8/2014
4/29/2015
5/30/2014
1/31/2015
12/3/2014
4/1/2015
4/14/2015
11/17/2014
12/3/2014
3/31/2015

5/20/2014
6/30/2014

6/30/2014

Amount

165.66
195.00
200.00
462.00
475.00
475.00
535.00
664.50
725.00
725.00
79335
87146
930.00
948.00
950.00
951.90
995.00
1,397.25
1,500.00
1,500.00
1,536.02
1,540.77
1,655.58
167346
1,679.28
1,798.00
1,981.20
2,280.00
2,286.90
2,286.90
2,465.00
2,678.00
2,690.00
3,030.83
3,044.00
3449.19
3,689.28
3,816.88
3,868.76
394575
4,966.87
5,400.00
6,000.00
631136
6,704.93
6,830.00
7,770.00
8,142.00
8,900.00
9,020.00
9,477.00
10,000.00
11,376.00
12,378.40
12,500.00
12,507.00
15,875.64
17,172.00
18,883.80
25,006.80
26,955.02
30,265.60
59,551.41
77,100.00
123,778.69
148,081.20

747,858.64

1,890.00
15,000.00

54.00

Annual Prepaid Expenses

Vendor Name

GEOTRUST

WEST LINCOLN CHAMBER COMMERCE
Niagara Falls Tourism

JBM Office Systems LTD

Employers' Advocacy Council
Employers' Advocacy Council
LINCOLN CHAMBER OF COMMERCE
SolarWinds Inc.

GEMSYS Money Handling Systems Inc.
GEMSYS Money Handling Systems Inc.
CLEO Communications

NEOPOST

Greater Niagara Chamber of Commerce
The Chamber of Comm. NF, CA
Greater Niagara Chamber of Commerce
Orkin Canada Corporation

The Canadian Public Relations Society, Inc.
SkyComp

Cansel

Canadian Distributer for ALLDATA
CDW Canada Inc.

ITbrotherhood.com

Pitney Bowes

BELL CANADA

Fire Monitoring of Canada Inc.

Care Pack Sales

Fire Monitoring of Canada Inc.
Northrop Grumman - CIS
ITbrotherhood.com
ITbrotherhood.com
ITbrotherhood.com
ITbrotherhood.com
ITbrotherhood.com

Forsythe International, Inc.

Receiver General for Canada
Association of Energy Services Professionals
CDW Canada Inc.

CDW Canada Inc.

ITbrotherhood.com

Essex Energy Corporation

Oracle Canada ULC

SilverBlaze Solutions Inc.

Erth Business Technologies Inc
Forsythe International, Inc.

BELL CANADA

ITbrotherhood.com

Eaton Power Quality Company
Receiver General for Canada

Utilities Standards Forum

AEGISYS ONT CORP 1468625

Storage Clarity

Burlington Electricity Services Inc
Supremex Inc.

IBM Canada Ltd

Harris Computer Systems
ITbrotherhood.com

Tele-works Inc.

Emerson/Liebert

BDO Canada LLP

Electric Safety Authority

Harris Computer Systems

BELL CANADA

IESO

Electricity Distributors Assoc.

Harris Computer Systems

Intergraph Canada Ltd.

Aird & Berlis LLP
Kinectrics Inc.

Aird & Berlis LLP

Niagara Peninsula Energy Inc.

Interrogatory Responses

December 18, 2015
EB-2015-0090 and EB-2015-0328 Weighted

Payment Weight  Weighted Weighted

Description Cheque Date Start Date End Date Service Period Service Lead Lead Total Lead Factor% Lead (Days) Service Lead Payment

Sync email-phone yrly SSL cert 8/15/14 6/1/2014 5/31/2015 365 182.50 -289 (106.50) 0.01% (0.01) 0.03 (0.04)
2015 membership dues 1/23/15 1/1/2015 12/31/2015 365 182.50 -342 (159.50) 0.02% (0.03) 0.03 (0.06)
GeneralMembershipNov'14/Oct'15 12/19/14 11/1/2014 10/31/2015 365 182.50 -316 (133.50) 0.02% (0.02) 0.03 (0.05)
WL-Annual Mail Machine mtnce 1/30/15 3/1/2015 2/28/2016 365 182.50 -394 (211.50) 0.04% (0.08) 0.07 (0.15)
2014 fees 7/18/14 5/1/2014 4/30/2015 365 182.50 -286 (103.50) 0.04% (0.04) 0.07 0.11)
2015Membership Fee 3/6/15 5/1/2015 4/30/2016 366 183.00 -421 (238.00) 0.04% (0.09) 0.07 (0.17)
2015 Membership dues 3/13/15 1/1/2015 12/31/2015 365 182.50 -293 (110.50) 0.04% (0.05) 0.08 (0.13)
ipMonitor-yr Renewal 9/12/14 9/1/2014 8/31/2015 365 182.50 -353 (170.50) 0.06% (0.09) 0.10 0.19)
Yrly chq encoder mtnce 5/16/14 4/1/2014 3/31/2015 365 182.50 -319 (136.50) 0.06% (0.08) 011 0.19)
Yrly support fee:Apr-Mar 4/30/15 4/1/2015 3/31/2016 366 183.00 -336 (153.00) 0.06% (0.09) 011 (0.20)
VLSR VL Trader Renwal gold 9/12/14 8/1/2014 7/31/2015 365 182.50 -322 (139.50) 0.07% (0.09) 0.12 0.21)
Contract Dec'14-Dec'15 11/28/14 12/1/2014 11/30/2015 365 182.50 -367 (184.50) 0.07% (0.13) 013 (0.26)
2015 member fees 11/21/14 12/1/2014 11/30/2015 365 182.50 -374 (191.50) 0.08% (0.15) 0.14 0.29)
2015 membership dues 1/9/15 1/1/2015 12/31/2015 365 182.50 -356 (173.50) 0.08% (0.14) 0.14 (0.28)
2014-2015BusinessDirectoryAd 2/6/15 1/1/2015 12/31/2015 365 182.50 -328 (145.50) 0.08% 0.11) 0.14 (0.26)
NF-Mar pest control 4/1/15 6/1/2015 5/31/2016 366 183.00 -426 (243.00) 0.08% (0.19) 014 (0.34)
2015 CPRS membership- Forcier 2/13/15 1/1/2015 12/31/2015 365 182.50 -321 (138.50) 0.08% (0.11) 0.15 (0.26)
Programming 1/2/15 12/1/2014 11/30/2015 365 182.50 -332 (149.50) 0.12% (0.17) 0.21 (0.38)
2015 mapping subscription 1/9/15 1/1/2015 12/31/2015 365 182.50 -356 (173.50) 0.12% 0.22) 0.23 (0.44)
1yr sub.-Jun/14-may/15 6/13/14 6/1/2014 5/31/2015 365 182.50 -352 (169.50) 0.12% (0.21) 0.23 (0.44)
Programming 3/26/15 5/1/2015 4/30/2016 366 183.00 -401 (218.00) 0.13% (0.28) 0.23 (0.51)
ITbrotherhood-WMware yrly mtnc 9/19/14  11/16/2014 11/15/2015 365 182.50 -422 (239.50) 0.13% (0.31) 0.23 (0.54)
2015 DM800 Config 1/9/15 1/1/2015 12/31/2015 365 182.50 -356 (173.50) 0.14% (0.24) 0.25 (0.49)
Programming 12/19/14 12/1/2014 11/30/2015 365 182.50 -346 (163.50) 0.14% (0.23) 0.25 (0.48)
Stn17 Fire monitor sep14-augl5 9/5/14 9/1/2014 8/31/2015 365 182.50 -360 (177.50) 0.14% (0.25) 0.25 (0.50)
Yrly Post Warranty Service 2/13/15 1/1/2015 12/31/2015 365 182.50 -321 (138.50) 0.15% (0.21) 0.27 (0.48)
WL-Fire Mointor Aug/14-Jul/15 8/1/14 8/1/2014 7/31/2015 365 182.50 -364 (181.50) 0.16% (0.30) 030 (0.60)
Versaprobe warrenty 1yr 11/21/14 1/1/2015 12/31/2015 365 182.50 -405 (222.50) 0.19% (0.42) 034 (0.76)
Dell Poweredge yrly support 4/17/15 5/1/2015 4/30/2016 366 183.00 -379 (196.00) 0.19% 0.37) 035 (0.72)
Pwr edge-yr warranty extension 4/17/15 5/1/2015 4/30/2016 366 183.00 -379 (196.00) 0.19% 0.37) 035 0.72)
Sep 14-Sep 15 server mtnce 10/3/14 10/1/2014 9/30/2015 365 182.50 -362 (179.50) 0.20% 0.37) 037 0.74)
2015 Power vault support 1/9/15 12/1/2014 11/30/2015 365 182.50 -325 (142.50) 0.22% 0.32) 040 0.72)
HydroNexus warranty 9/14-9/15 10/3/14 9/1/2014 8/31/2015 365 182.50 -332 (149.50) 0.22% (0.33) 041 0.74)
Programming 8/29/14 7/1/2014 6/30/2015 365 182.50 -305 (122.50) 0.25% (0.31) 0.46 (0.77)
Yrly radio License Aprl5-Marl6 5/15/15 4/1/2015 3/31/2016 366 183.00 -321 (138.00) 0.25% (0.35) 0.46 (0.81)
Nov'14-Nov'15 Bronze level mem 11/14/14 11/1/2014 10/31/2015 365 182.50 -351 (168.50) 0.29% (0.48) 0.52 (1.00)
Programming 4/17/15 5/1/2015 4/30/2016 366 183.00 -379 (196.00) 0.31% (0.60) 0.56 (1.16)
Programming 9/19/14 10/1/2014 9/30/2015 365 182.50 -376 (193.50) 0.32% (0.61) 0.58 (1.19)
ND & PowerEdge 3/15-3/16 3/19/15 4/1/2015 3/31/2016 366 183.00 -378 (195.00) 0.32% (0.62) 0.59 (1.21)
2015 DESS user mtnce 1/30/15 1/1/2015 12/31/2015 365 182.50 -335 (152.50) 0.33% (0.50) 0.60 (1.09)
Programming 11/21/14 12/1/2014 11/30/2015 365 182.50 -374 (191.50) 0.41% 0.79) 0.75 (1.54)
2015Apollo WE Software Renewal 2/6/15 4/1/2015 3/31/2016 366 183.00 -419 (236.00) 0.45% (1.05) 0.82 (1.87)
Yrly Hub mtnce:May/14-Apr/15 7/4/14 5/1/2014 4/30/2015 365 182.50 -300 (117.50) 0.50% (0.58) 091 (1.49)
Programming 8/8/14 8/1/2014 7/31/2015 365 182.50 -357 (174.50) 0.52% (0.91) 0.95 (1.87)
Programming 12/19/14 12/1/2014 11/30/2015 365 182.50 -346 (163.50) 0.56% (0.91) 101 (1.92)
Programming 10/31/14 12/1/2014 9/30/2015 304 152.00 -334 (182.00) 0.57% (1.04) 0.87 (1.90)
Pwrware Oct/14-Sept/15 12/12/14 10/1/2014 9/30/2015 365 182.50 -292 (109.50) 0.64% (0.70) 117 (1.88)
2015 Radio Authorization 3/24/15 4/1/2015 3/31/2016 366 183.00 -373 (190.00) 0.67% (1.28) 123 (2.51)
2015 Membership fee 12/19/14 1/1/2015 12/31/2015 365 182.50 -377 (194.50) 0.74% (1.43) 134 (2.78)
2014 Maintenance contract 10/3/14 10/1/2014 9/30/2015 365 182.50 -362 (179.50) 0.75% (1.34) 136 (2.70)
Programming 10/31/14 8/1/2014 7/31/2015 365 182.50 -273 (90.50) 0.78% 0.71) 143 (2.14)
Yrly GridSmart membership 6/27/14 7/1/2014 6/30/2015 365 182.50 -368 (185.50) 0.83% (1.54) 151 (3.05)
Envelopes 3/6/15 2/1/2015 10/31/2015 273 136.50 -239 (102.50) 0.94% (0.97) 129 (2.25)
Programming 6/27/14 8/1/2014 7/31/2015 365 182.50 -399 (216.50) 1.02% 222 187 (4.09)
NS Core Automation Bundle 4/9/15 3/1/2015 12/31/2015 306 153.00 -266 (113.00) 1.03% 117 158 (2.75)
Programming 11/7/14 10/1/2014 5/31/2015 243 121.50 -205 (83.50) 1.04% (0.86) 126 (212)
yrly support-Dec/14-Nov/15 11/30/14 12/1/2014 11/30/2015 365 182.50 -365 (182.50) 131% (2.40) 240 (4.80)
Programming 4/30/15 4/1/2015 3/31/2016 366 183.00 -336 (153.00) 1.42% 217) 2.60 4.78)
GP Business Ready 1yr 5/30/14 8/1/2014 7/31/2015 365 182.50 -427 (244.50) 1.56% (3.82) 2.85 (6.67)
2015 Regulatory Oversight Cost 2/20/15 1/1/2015 12/31/2015 365 182.50 -314 (131.50) 2.07% 272 378 (6.50)
2015 Metersense Support 12/5/14 1/1/2015 12/31/2015 365 182.50 -391 (208.50) 2.23% (4.65) 4.07 8.72)
Programming 4/1/15 4/1/2015 3/31/2016 366 183.00 -365 (182.00) 2.51% (4.56) 458 9.14)
LC Fee 4/14/15 4/14/2015 4/13/2016 366 183.00 -365 (182.00) 4.93% (8.97) 9.02 (17.99)
LDC Membership Jan/15-Dec/15 11/21/14 1/1/2015 12/31/2015 365 182.50 -405 (222.50) 6.38% (14.20) 11.65 (25.85)
2015 Mtnce Support 12/5/14 1/1/2015 12/31/2015 365 182.50 -391 (208.50) 10.25% (21.36) 18.70 (40.06)
G/technology 5/01/15-4/30/16 4/9/15 5/1/2015 4/30/2016 366 183.00 -387 (204.00) 12.26% (25.01) 2243 (47.44)
2015 Cost of Service Rate App 5/23/14 6/1/2015 4/30/2020 17% 898 -2169 (1,271.00) 0.16% (1.99) 140 (3.39)
Rate App 7/25/14 6/1/2015 4/30/2020 179 898 -2106 (1,208.00) 1.24% (15.00) 1115 (26.15)

Jun serv- 2015 Rate ap 7/25/R ag B/EQIOf 206/30/2020 179% 898 -2106 (1,208.00) 0.00% (0.05) 0.04 (0.09)



Invoice Date

6/18/2014
8/21/2014
9/30/2014
9/30/2014
9/30/2014
10/31/2014
11/19/2014
11/28/2014
12/31/2014
2/28/2015
3/30/2015

3/31/2015

1/7/2015

11/30/2014
1/9/2015
1/9/2015
1/9/2015

Amount

1,728.00
1,613.50
10,000.00
8,036.93
25,000.00
5,687.09
503.00
25,000.00
5,628.89
12,534.43
15,435.65
11,464.79
139,576.28

37,100.00

37,100.00

191,742.73
25,014.96
61,914.24

4,883.76

283,555.69

208,090.61

Annual Prepaid Expenses

Vendor Name

Aird & Berlis LLP
Aird & Berlis LLP
Kinectrics Inc.

Aird & Berlis LLP
Kinectrics Inc.

Aird & Berlis LLP
Aird & Berlis LLP
Kinectrics Inc

Aird & Berlis LLP
Aird & Berlis LLP
Aird & Berlis LLP

Aird & Berlis LLP

Project Share

The MEARIE Group
Olsen-Sottile Insurance Brokers Inc
Olsen-Sottile Insurance Brokers Inc

Olsen-Sottile Insurance Brokers Inc

Description

Legal Fees for 2015 Rate App
Prof.serv.-2015 COS rate appl
Rate App

Aird&Berlis: 2015 COS Appl.
Rate App

Sep- 2015 Cost of Service Ap
Oct services

Rate App

2015 Cost of Serv Rate Ap
Aird&Berlis-2015 COS rate app
2015 Cost of Service Rate

2015 Cost of Service rate app

2015 LEAP

2014 Insurance Premiums
2015 Boiler&Machine 9150388612
2015 Commercial- FC33769

2015Crime/Brd Accident CP98211

Cheque Date ~ Start Date

6/20/14
8/22/14
8/29/14
10/3/14
11/28/14
11/14/14
11/21/14
11/28/14
1/23/15
3/12/15
4/1/15

4/22/15

1/9/15

12/5/14
1/9/15
1/9/15
1/9/15

6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015
6/1/2015

6/1/2015

1/1/2015

1/1/2015
1/1/2015
1/1/2015
1/1/2015

End Date

4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020
4/30/2020

4/30/2020

12/31/2015

12/31/2015
12/31/2015
12/31/2015
12/31/2015
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Service Period Service Lead

1796

17%

179

17%

1796

1796

1796

17%

1796

17%

179

1796

365

365

365

365
365

1825

182.50

182.50

182.50

182.50
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Payment

Lead

-2141

-2078

-2071

-2036

-1980

-1994

-1987

-1980

-1924

-1876

-1856

-1835

-356

-391

-356

-356

-356

Total Leag  Weight  Weighted — Weighted ::;':‘:‘:
Factor % Lead (Days) Service Lead

(1,243.00) 0.14% (1.78) 128 (3.06)
(1,180.00) 0.13% (1.58) 120 (2.78)
(1,173.00) 0.83% (9.71) 743 (17.14)
(1,138.00) 0.67% (7.57) 597 (13.54)
(1082000  2.07% (22.39) 18.58 (40.97)
(1,096.00) 0.47% (5.16) 423 (9.39)
(1,089.00) 0.04% (0.45) 037 (0.83)
(1,082.00) 2.07% (22.39) 18.58 (40.97)
(1026000  0.47% 4.78) 418 (8.96)
(978.00) 1.04% (10.15) 9.32 (19.46)
(958.00)  128% (12.24) 1147 (23.71)
(937.00) 0.95% (8.89) 852 (17.41)
(173.50) 3.07% (5.33) 5.60 (10.93)
(208.50) 15.87% (33.09) 2897 (62.06)
(173500  2.07% (3.59) 378 (7.37)
(173.50) 512% (8.89) 9.35 (18.24)
(17350)  0.40% (0.70) 074 (1.44)
100.00% (292.67) 263.74 (556.41)




Niagara Peninsula Energy Inc.
Interrogatory Responses
December 18, 2015
EB-2015-0090 and EB-2015-0328
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1 INTRODUCTION

Niagara Peninsula Energy Inc. (“NPEI") has been ordered by the Ontario Energy Board (“Board”
or “OEB”) to conduct a lead-lag study.

NPEI retained Elenchus Research Associates in order to assist with conducting a Working
Capital Allowance (“WCA?”) study.

This report documents the data inputs and results of the WCA conducted on behalf of NPEI.

In this WCA study the 12 months period May 2014 to April 2015 has been used as this
represents a typical 12 month period of operation for NPEI and the last full year of available
data. Prior to May 2014, NPEI performed water billing and collection activities on behalf of the
City of Niagara Falls. NPEI ceased these activities April 30, 2014. Therefore, the period May
1, 2014 to April 30, 2015 was used as it is more representative of the 2015 Test Year.

Working capital is the amount of funds required to finance the day-to-day operations of a
regulated utility which is determined by a lead/lag study and are included as part of the rate
base for determining distribution rates.

A lead/lag study analyzes two time periods:

1. Lag is the time between one event and another. In this lead/lag study, lag is the number
of days between the date that a service is rendered and the date that payment is
received and generally refers to revenue.

2. Lead refers to the number of days between the date NPEI receives goods and services
and the date that NPEI pays for them and generally refers to an expense. A pre-paid
expense would be a negative lead or an expense lag.

Both the overall revenue lag and expense lead, in number of days, are developed by weighting
the lag or lead from individual sources based on relative dollar magnitude. A net lag is then
calculated using the lag minus the lead. The working capital requirements is then determined
by using the net lag divided by 365, and multiplied by the annual budgeted costs as seen in the
formula below.

Working Capital Requirement = 2015 Budgeted Costs* x Net (Lead)/Lag
365

*  Budgeted Costs include: Cost of Power, OM&A, Interest Expense, PILs, HST and Debt Retirement
Charge

The working capital requirement is expressed as a percent of the total Operations, Maintenance
and Administration (OM&A) costs plus the cost of power to determine the WCA for 2015. The
final working capital requirement to be included in rate base for 2015 is derived by multiplying
the proposed WCA by the 2015 forecast OM&A and cost of power.

When a service is provided to a company or is provided by the company over a period of time,
the service is deemed to have been provided or received evenly over the midpoint of the period,
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unless specific information regarding the provision or receipt of the service is available. If both
the service start (“A”) and end date (“B”) are known, the midpoint of a service period can be
calculated as follows:

Mid-Point = [(B)-(A) +1]/2

If the start and end date are unknown and the service is evenly distributed over the period, the
formula uses the number of days (C) in the period:

Mid-Point = (C)/2

2 REVENUE LAG

Revenue lag refers to the number of days between the date NPEI provides service to its
customers and the date that payment is received and funds are available to the company.
Revenue lag consists of the following four components:

1.
2.
3.

4.

Service Lag — The time between when the service is provided and meters are read;
Billing Lag — The time between when the meters are read and invoices are sent;
Collection Lag — The time between when the invoices are sent and payment is received;
and

Payment Processing Lag — The time between when the payment is received and
processed.

NPEI's revenues are from customers and from other sources:

e Revenues from customers. This includes revenues from residential, General Service below
50 kW, General Service above 50 kW, unmetered scattered load, sentinel lighting and street
lighting

e Revenues for other sources. This includes mainly Pole Rentals; Non-payment of
account, i.e. Late payment charges; Account setup charge/Change of Occupancy charges;
Apprenticeship tax credit; and miscellaneous billable services.

2.1 SERVICE LAG

Meters for all customers are read monthly.

Based on the meter reading information and the average number of customers for the study
period in each customer class, the weighted average service lag is 15.21 days. Table 1 shows
the details.
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Service Lag - All Classes -By Customer Count
Mid point of
Customer|Frequency of service Service
Customer Type Avg # Cust Weight | Meter Read [period (Days)| Lag
a) b) c)

Residential 89.45 Monthly 15.21 13.60
GS<50 8.27 Monthly 15.21 1.26
GS>50 1.56 Monthly 15.21 0.24
Unmetered Scattered Loa 0.03 Monthly 15.21 0.00
Streetlighting 0.01 Monthly 15.21 0.00
Sentinel Lights 0.67 Monthly 15.21 0.10
Total 100.00 15.21

2.2 BILLING LAG

The time between when the meters are read and the bills are delivered is dependent on
the availability of the pricing information provided by the Retailers and by the Independent
Electricity System Operator (IESO). Typically the pricing information is available by the
Independent Electricity System Operator on the 10th business day after the read date. To
determine the billing lag, NPEI queried the billing system from May 1, 2014 to April 30,
2015 to obtain by rate class the Bill From Date; Bill To Date; Bill Date; Due Date; Cycle #;
and total dollars billed. The difference between the Bill Date and the Bill to Date was
calculated to obtain the number of bill days. These bill days were then weighted over all
billing journals queried to obtain a weighted number of bill days.

The weighted average billing lag is 17.98 days. Table 2 shows the details.
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Table 2 2014-2015 Billing Lag

Billing Lag

Number of Days

Weight [ between Billing
By |Date and End of |Weighted

Customer Type Avg # Cust Sales (S) Sales | Service Period Lag
a) b) c)

Residential 46,716.0 65,519,480 | 39.82% 17.34 6.90
GS<50 4,319.0 19,509,321 | 11.86% 18.80 2.23
GS>50 815.0 78,227,698 | 47.55% 18.32 8.71
Unmetered Scattered Load 17.0 182,051 0.11% 18.22 0.02
Streetlighting 5.0 1,009,735 0.61% 16.65 0.10
Sentinel Lights 351.0 84,571 0.05% 17.64 0.01
Total 52,223.0 164,532,857 | 100.00% 17.98

2.3 COLLECTION LAG

The average collection lag was derived from accounts receivable aging summary for the period
May 2014 to April 2015. The weighted average collection lag is 29.24 days. Table 3 shows the
details.

Table 3 2014 -2015 Collection Lag

Aging Categories Mid Point Average A/R S Weight Collection Lag
Current 0-30 15 S 9,712,733 91.07% 13.66
Overdue 31-60 45.5 S 220,467 2.07% 0.94
Overdue 61-90 75.5 S 93,250 0.87% 0.66
Overdue 91-180 135.5 S 184,090 1.73% 2.34
Overdue > 181 273 ) 454,631 4.26% 11.64
10,665,170.68 100.00% 29.24

2.4 PAYMENT PROCESSING LAG

Payments from customers are mainly in the following forms: PAP (Preauthorized Payment Plan)
sales, EDI (Electronic Data Interchange-Electronic payments (internet banking)), and Brinks
deposit. The weighted average for all these form of payments is a processing lag of 1.8 days.
Table 4 below shows the details.
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Table 4 2014 -2015 Payment Processing Lag

Weighted # of

# of Processing Processing

Total CashS % of Total Days Days
Preauthorized Payment Plan 43,723,096 23.00% 0.50 0.11
Payments made at Banks 3,097,034 1.63% 2.00 0.03
EDI (Internet banking) 85,128,032 44.78% 1.00 0.45
Telephone Banking 688,667 0.36% 1.00 0.00
Brinks Deposit 55,668,091 29.28% 4.07 1.19
Debit Card 1,718,016 0.90% 1.00 0.01
Paymentech (Credit Card) 94,833 0.05% 1.00 0.00

190,117,768 100.00% 1.800

2.5 REVENUE LAG FROM CUSTOMERS

The sum of the Service lag, Billing Lag, Collection lag, and Payment and Processing lag related
to revenue from customers is 64.22 days. Table 5 shows the details.

Table 5 2014 - 2015 Revenue Lag Customer Classes

Revenue Lag For All Classes
Month Days
Service Lag 15.21
Billing Lag 17.98
Collection Lag 29.24
Payment Processing and Bank Float Lag 1.80
TOTAL 64.22

2.6 REVENUE LAG OTHER SOURCES

The revenue from other sources is estimated to be 114.67 days. Revenue from other sources
includes Late payment charges on hydro sales; Account setup/Change of occupancy charges;
Pole rental revenues; Collection and Reconnection charges; and Apprenticeship tax credits.
Revenue lag days for Other Sources reflects a longer service lag and longer collection lag
especially related to pole rental revenues and the apprenticeship tax credits. This revenue from
Other Sources is only 1% of the total revenue. See Table 6 below for the details.
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Table 6 2014 - 2015 Revenue Lag Other Sources

Other Revenue

555 Admin Charge

Retailer Revenue

Microfit Charges

Interest Charges Hydro Sales
Collection & Reconnection Charges
Connection During Hours
Connection After Hours
Connection at Pole

Occupancy Change Charge

Interest Revenue

Pole Rental Revenue

Sale of Scrap Materials

Transformer Rental Revenue

MSF Returned Cheque Charge
Customer Admin Fees (Lawyer's Letters)
Miscellaneous Service Revenues (Project
Billing)

Miscellaneous Service Revenues (Other)

Miscellanecus Non-Operating Income
(Apprenticeship tax credit)

Revenue § May 1
2014 to April 30,
2015

Service

Billing Lag Collection Lag

144,762 15.21 17.98
42,629 15.21 17.98
21,404 15.21 17.98

419,?06‘ 15.21 17.98

213,012 15.21 17.98
13,565 15.21 17.98

7,695 15.21 17.98
7,630 15.21 17.98
138,340 15.21 17.98

109,586 15.21 151
268,719  182.54  16.32
49,641 182.54 0.00
9,625  32.66 5.19
7105 1521  17.98"
4901 1521 0.00
86,115 0.00 0.00
32435 1521 0.00
b
113,937  182.50 0.00
1,746,307

2.7 TOTAL REVENUE LAG

29.24
29.24
29.24
29.24
29.24
23.24
29.24
29.24
29.24

0.00
54.88
54.88
54.88
29.24
54.88

54.88
0.00
182.50

Payment
Processing

1.80
1.80
1.80
1.80
1.80
1.80
1.80
1.80
1.80
0.00
1.80
1.80
1.80
1.80
1.80

1.80
0.00
0.00

Revenue Lag
Total Lag Weighting for Other
Revenue

64.22 8.29% 5.32
64.22 244% 1.57
64.22 1.23% 0.79
64.22 24.03% 15.43
64.22 12.19% 7.83
64.22 112% 0.72
64.22 044% 0.28
64.22 044% 0.28
64.22 10.78% 6.92
16.72 6.27% 1.05
255.54 15.38% 39.31
239.22 284% 6.80
94.53 0.55% 0.52
64.22 041% 0.26
71.89 0.28% 0.20
56.68 493% 2.79
15.21 186% 0.28
365.00 6.52% 23.81
100.00% 114.17

The total weighted average revenue lag from customers and other sources is 64.75 days. Table

7 shows the details.

Table 7 2014 - 2015 Total Revenue Lag

Service Revenue Lag Total

Sources of Revenue Revenue Weighting | Weighted
Lag Amount $ Factor Revenue Lag
Sources of Rev from All Customers 64.22 164,532,857.29 0.99 63.55
Revenue from Services to Retailer 0.00 - 0.00 0.00
Revenue from Other Sources 114.17 1,746,806.98 0.01 1.20
Total 178.39 166,279,664.27 1.00 64.75
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3 EXPENSE LEAD

The major categories of expenses considered in this study are:

e Cost of Power

o Retailer Payments

e Long term debt

e PILs

o Debt Retirement Charge
o Payroll and Benefit

e OM&A

e HST

3.1 CosT OF POWER

NPEI receives cost of power invoices from the IESO, Hydro One Networks and Niagara West
Transformation Corporation (“NWTC”). Based on actual May 2014 to April 2015 invoices and
payment dates, the average expense lead time for the cost of power from the IESO, Hydro One
Networks and NWTS is 30.39 days, 51.23 days and 66.82 days respectively. In June 2015, the
IESO reduced NPEI's trading limit by $1.7 million. NPEI obtained its daily exposure data from
the IESO for the period of May 2014 to April 2015 and re-ran the study period data against the
current updated trading limit to determine if there would have been an exposure to additional
margin call warnings, which occur when the daily market exposure reaches 70% of the trading
limit. This new trading limit is more reflective of the 2015 Test year and results in a weighted
average expense lead time for the IESO of 28.99 days. Weighting the amounts paid to the
providers, the weighted average expense lead time is 29.59 days. Table 8 shows the details.

Table 8 2014 - 2015 Cost of Power Expense Lead

Cost of Power Expense Lead
Expense

Month Amount (S) Per | Weight Llead |Weighted
Rate App Factor (Days) |Lead Time

IESO 140,521,891.33 97.48% 28.99 28.26
Hydro One 3,305,311.98 2.29% 51.23 1.17
NWTC 322,465.69 0.22% 66.82 0.15
144,149,669.00 100% 147.04 29.59
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3.2 RETAILER PAYMENTS

Retailer payments represent the difference between the Retailer’s contract price and NPEI’s
monthly WAP (Weighted Average Price).

Based on actual payments to Retailers in the study period the weighted average lead is 37.94
days. Table 9 shows the details.

Table 9 2014 - 2015 Payment to Retailers Lead

Payments to Retailers
Service |[Service end Expense Weighting | Weighted
start date date payment date | Lead (Days)| Amount (S) | Factor (%) Lead

May-14 [ 01/05/2014| 31/05/2014 06/17/2014 32.50 161,985.28 6.70% 2.18
Jun-14 | 01/06/2014| 30/06/2014 07/28/2014 43.00 147,467.62 6.10% 2.62
Jul-14 | 01/07/2014| 31/07/2014 08/28/2014 43.50 133,943.89 5.54% 241
Aug-14 | 01/08/2014| 31/08/2014 09/24/2014 39.50 285,384.07 11.81% 4.66
Sep-14 | 01/09/2014| 30/09/2014 10/24/2014 39.00 227,267.51 9.40% 3.67
Oct-14 | 01/10/2014| 31/10/2014 11/21/2014 36.50 243,056.44 10.06% 3.67
Nov-14 | 01/11/2014| 30/11/2014 12/22/2014 37.00| 269,368.16 11.14% 4.12
Dec-14 | 01/12/2014| 31/12/2014 01/23/2015 38.50 39,882.99 1.65% 0.64
Dec-14 | 01/12/2014| 31/12/2014 01/26/2015 41.50 174,272.15 7.21% 2.99
Jan-15 | 01/01/2015| 31/01/2015 02/24/2015 39.50 230,823.13 9.55% 3.77
Feb-15 | 01/02/2015| 28/02/2015 03/19/2015 33.00 213,176.80 8.82% 2.91
Mar-15| 01/03/2015| 31/03/2015 04/22/2015 37.50 82,347.90 3.41% 1.28
Apr-15 | 01/04/2015| 30/04/2015 05/20/2015 35.00 208,029.14 8.61% 3.01

Total 496 $2,417,005 100.00% 37.94

3.3 INTEREST ON LONG TERM DEBT

NPEI has a combined total of $25.6 million in promissory notes payable to its shareholder and
the City of Niagara Falls. NPEI has a term loan with TD Bank in the amount of $4.2 million
average outstanding balance for 2015, on which principal and interest are repaid monthly. NPEI
has $30 million of interest-only loans with TD Bank where interest only is paid on a monthly
basis. NPEI has a loan related to smart meters with Scotiabank in the amount of $2.4 million
average outstanding balance for 2015, where principal and interest are repaid monthly. All
interest payments are made at the end of each month or during the last 10 days of the months.

Based on actual payments for the study period the weighted average lead is 4.38 days.

3.4 PILs

As of June 30, 2013, NPEI has a credit balance with the Ministry of Finance related to its PlLs
(Payment-in-Lieu of Taxes). The credit arose from NPEI making tax installments in 2013 based
on its 2012 tax return. The change in lives related to capital assets effective January 1, 2013 in
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accordance with directions from the OEB decreased NPEI's 2013 depreciation expense. Capital
Cost Allowance (“CCA”) calculated in 2013 exceeded the 2013 depreciation amount. Thereby
the PILs for 2013 were substantially lower than 2012.

This credit is being used to offset any PILs payments that NPEI would need to make to the

Ministry of Finance during the study period. This is expected to continue for a few more years.
As a result of this credit the PILs expense lead for the study period is -562.75 days.

3.5 DEBT RETIREMENT CHARGE

NPEI collects a debt retirement charge from its customers and remits this revenue to the OEFC
monthly. These payments are cleared between 10 and 15 days after month end. Based on the
study period data, the weighted expense lead time is 28.26 days. The 2015 Test Year DRC
amount is based on $0.007/kWh of NPEI's 2015 weather normalized load forecast, excluding
losses.

3.6 PAYROLL AND BENEFITS

All NPEI employees are paid weekly. NPEI's salaried employees are paid separately from
NPEI’s hourly employees. Salaried payroll is transmitted to the bank on the Friday of the current
pay week. Hourly payroll is transmitted to the bank on the Monday following the pay week. Both
payrolls are deposited into NPEI employee’s bank accounts on the Tuesday following the pay
week. The payroll has a service period of 3.51 days and an average payment lead of 1.72 days
for a total lead of 5.23 days.

Benefits are split by total number of lead days from the service date to the payment date. The
service lead is calculated using the mid-point of the service period.

o Payroll withholding taxes are paid subsequent to the pay period. The average payment
lead days are 13.04 days in the study period for a total lead number of days of 16.55

o Pension benefits (OMERS) are paid monthly and generally up to a week following the
service period. The service lead was 15.21 days and the average payment lead was
5.15 days during the study period for a total of 20.36 lead days

¢ Dental, drug and extended health care benefits are paid to Mearie prior to the beginning
of the month to which the service period relates. The average payment lag was -29.91
days in the study period. The total lead days were -14.70.

e Other benefits include EHT, WSIB and Union Dues. The average payment lead days for
these other benefits was 10.7 in the study period, resulting in a total lead days of 25.91.

The weighted average expense lead for the study period is 9.64 days for Operations,
Maintenance and Administration (OM&A) payroll and benefits. See Table 10 below for the
details.
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Table 10 2014 - 2015 OM&A Payroll and Benefits Expenses

OM&A Payroll and Benefits Expenses May 1, 2014 - April 30, 2015
Service Payment [Total Lead Weighting [ Weighted
Lead (days) |Lead (days)| (days) Expenses (S) |Factor (%) Lead
Net Payroll 3.51 1.72 5.23 4,972,510 50.60% 2.65
Withholdings 3.51 13.04 16.55 2,289,376 23.30% 3.86
Benefits-
OMERS 15.21 5.15 20.36 1,617,148 16.46% 3.35
Benefits-
Other 15.21 10.70 2591 292,807 2.98% 0.77
Benefits-
Mearie 15.21 -29.91 -14.70 655,632 6.67% -0.98
Total 52.64 0.71 53.35 9,827,474 100.00% 9.64
3.7 OM&A

The OM&A total lead days are calculated based on expenses split by Vendor Terms. The nature
of the expenses in these groupings is detailed below.

Annual prepaid expenses

Annual prepaid expenses include software maintenance, insurance and memberships. Also
included are regulatory expenses relating to NPEI's 2015 COS Rate Application. For these
expenses, the service period is the 2015 Test Year and the subsequent 4 year IRM period (i.e.
June 1, 2015 to April 30, 2020).

Expenses that are prepaid annually include Kinectrics, legal expenses related to the rate
application, ESA, software and hardware maintenance fees, property insurance and general
insurance.

Quarterly Prepaid expenses

Expenses that are prepaid quarterly include Property tax fees for office, yard and substation
properties, and OEB cost assessments.

Monthly Prepaid expenses

Monthly prepaid expenses include property maintenance and other miscellaneous prepaid
expenses.

Bi-Weekly Prepaid expenses

Bi-weekly prepaid expenses consist of postage expense.
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Miscellaneous OM&A (All Vendor Terms)

The miscellaneous OM&A is split by grouping of vendor terms. The major costs included are
Subcontract (tree trimming, pole inspection, locates), fuel and fleet maintenance, meter reading,
consulting, legal, audit, office supplies, telecommunications, and facilities maintenance.

Table 11 shows the details for OM&A expenses.
Table 11 2014 - 2015 OM&A Expense Lead

OMR&A Expense Lead Based on the period May 2014-April 2015
Expense Lead Weighting | Weighted
(days) Amount (S) Factor Lead

Payroll & Benefits 9.64 9,827,474 58.69% 5.66
Annual Prepaids -292.67 1,096,430 6.55% -19.16
Quarterly Prepaids -31.44 458,258 2.74% -0.86
Monthly Prepaids -13.00 78,934 0.47% -0.06
Bi-weekly Prepaids -6.76 503,000 3.00% -0.20
OM&A Expense Lead 45.18 4,780,842 28.55% 12.90
TOTAL -94.30 16,744,938 100.00% -1.73

Combining the Payroll and Benefits and OM&A expenses, the weighted average expense lead
for the study period is -1.73 days.

3.8 HST
The following categories are subject to HST:

e Customer revenues including cost of power and other revenues
e Cost of power, and

e OMA&A expenses excluding Property taxes, insurance, OEB cost assessment fees and low
energy assistance program (LEAP) expenditures

HST for Revenue - HST return is remitted on the last business day of the month following the
billing month therefore remittance is approximately 60 days after the service period end. Other
revenues excluded from HST revenue are Non-payment of Account-Late payment charges on
hydro sales; bank interest revenue and apprenticeship tax credit revenue.

HST for Expenses - HST for IESO invoice for the service month is paid before the HST
remittance credit is received. The IESO invoice is paid in the middle of month following the
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service period. The HST input tax credit for the IESO invoice is not claimed until two months
following the service period. For NWTC and Hydro One, NPEI typically receives the invoice at
the end of the month following the service period, which is paid the month after. Therefore, the
ITC for Hydro One and NWTC are not claimed until 2 months after the service period. This
resulted in total weighted lead days for cost of power of 43.58 days during the study period.

HST weighted lead days for OM&A for the study period resulted in 44.77 days.

Table 12 shows the details of the calculations for HST for the three categories.

Table 12 2014 - 2015 HST for Revenues, Cost of Power and OM&A

HST Lead
Time/365| HST working
Rate Application| HST % | Test Year HST | HST Lead Time days Capital

Revenue 173,875,385.00 0.13| 22,603,800.05 (10.45)| (0.0286)| (646,921.49)
Cost of Power | 144,149,669.00 0.13| 18,739,456.97 43.58 0.1194 | 2,237,633.70
OM&A 5,844,020.00 0.13 759,722.60 44.77 0.1227 93,181.50
Total 1,683,893.71

| HST (Expenses)| 19,499,179.57 43.63 0.1195 2,330,815.20
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Based on the revenue lag and expense lead information described above using May 2014 to
April 2015 data, the 2015 working capital allowance for NPEI based on forecast 2015 expenses
is $20.3 million or 12.61% of forecast cost of power and OM&A expenses. Table 13 shows the

details.

Table 13 — Working Capital Requirement

Working Capital Allowance - HST Adjusted

Revenue | Expense Net Lag WCA Test Year
Budget Item Description | Lag Days |Lead Days |(Lead) Days | Factor | Expenses (S) [ WCA (S) [WCA (%)
Cost of Power 64.75 29.59 35.16 10% 144,149,669 13,884,477
Retailer Expenses 64.75 37.94 26.81 7% 2,417,005 177,520
OM&A Expenses 64.75 -1.73 66.48 18% 16,424,995 2,991,420
Interest on Long Term Debt 64.75 4.38 60.37 17% 2,345,596 387,927
PlLs 64.75 -562.75 627.50| 172% 163,430 280,964
Debt Retirement Charges 64.75 28.26 36.48 10% 8,456,444 845,245
Sub-Total 173,957,139 | 18,567,554 11.56%
HST (Receivables) -10.45| -2.86% -22,603,800 -646,921
HST (Expenses) 43.63(11.95% 19,499,180 2,330,815
Total (inc. HST) 170,852,518 | 20,251,447 12.61%

5 ELENCHUS’ OPINION

Elenchus reviewed the methodology and data used by NPEI in calculating the working capital
allowance and in Elenchus’ views the methodology covers the revenue and expense items
usually covered in this type of analysis and is consistent with other studies presented to the
Ontario Energy Board by other distributors.

The 12.61% working capital allowance for NPEI is based on NPEI's May 2014 to April 2015
data adjusted for the lower trading limit established by the IESO for NPEI in 2015. The test year
expenses are consistent with NPEI's 2015 rate submission to the Ontario Energy Board.
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Appendix E — IESO Expense Lead
Study Period Actual
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IESO Expense Lead - May 2014 to April 2015

Service
Month

May-14

Jun-14
Jun-14

Jul-14
Jul-14

Aug-14
Aug-14

Sep-14

Oct-14

Nov-14

Dec-14
Dec-14

Jan-15
Jan-15

Feb-15
Feb-15

Mar-15

Apr-15

# days

31.00

30.00
30.00

31.00
31.00

31.00
31.00

30.00

31.00

30.00

31.00
31.00

31.00
31.00

28.00
28.00

31.00

30.00

Service Lead
Document Date

Time

15.50

15.00
15.00

15.50
15.50

15.50
15.50

15.00

15.50

15.00

15.50
15.50

15.50
15.50

14.00
14.00

15.50

15.00

Transaction
Description

6/13/2014 May Power Bill

7/7/2014 Jun Margin Call
7/15/2014 Jun Power Bill

8/6/2014 Jul Margin Call
8/18/2014 July Power Bill

9/8/2014 Aug Margin Call
9/15/2014 Aug Power Bill

10/16/2014 Sep Power Bill

11/17/2014 Oct Power Bill

12/15/201