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1 

Last Rebasing 

Year (2013 Board-

Approved)

Last Rebasing 

Year (2013 

Actuals)

2014 Actuals 2015 Actuals
2016 Bridge 

Year

2017 Test 

Year

Reporting Basis = ASPE

Operations  $   1,464,548  $   1,533,641  $   1,726,744  $     1,702,685  $     1,658,103  $     1,847,897 

Maintenance  $   1,912,478  $   1,939,325  $   1,893,749  $     1,912,871  $     2,203,670  $     2,259,049 

SubTotal  $   3,377,025  $   3,472,966  $   3,620,493  $     3,615,556  $     3,861,773  $     4,106,946 

%Change (year over year) 4.2% -0.1% 6.8% 6.3%

%Change (Test Year vs 

Last Rebasing Year - Actual)
18.3%

Billing and Collecting  $   2,061,053  $   1,874,779  $   1,768,363  $     1,754,606  $     1,874,259  $     1,960,026 

Community Relations  $   35,700  $   22,685  $   14,503  $   22,126  $   25,300  $   40,150 

Administrative and General  $   4,362,183  $   3,493,634  $   4,031,454  $     4,126,646  $     4,369,484  $     4,437,601 

SubTotal  $   6,458,936  $   5,391,097  $   5,814,320  $     5,903,378  $     6,269,043  $     6,437,777 

%Change (year over year) 7.9% 1.5% 6.2% 2.7%

%Change (Test Year vs 

Last Rebasing Year - Actual)
19.4%

Total  $   9,835,961  $   8,864,063  $   9,434,813  $     9,518,933  $   10,130,816  $   10,544,723 

%Change (year over year) 6.4% 0.9% 6.4% 4.1%

Last Rebasing Year 

(2013 Board-

Approved)

Last Rebasing 

Year (2013 

Actuals)

2014 Actuals 2015 Actuals
2016 Bridge 

Year

2017 Test

Year

Operations  $   1,464,548  $   1,533,641  $   1,726,744  $     1,702,685  $     1,658,103  $     1,847,897 

Maintenance  $   1,912,478  $   1,939,325  $   1,893,749  $     1,912,871  $     2,203,670  $     2,259,049 

Billing and Collecting  $   2,061,053  $   1,874,779  $   1,768,363  $     1,754,606  $     1,874,259  $     1,960,026 

Community Relations  $   35,700  $   22,685  $   14,503  $   22,126  $   25,300  $   40,150 

Administrative and General  $   4,362,183  $   3,493,634  $   4,031,454  $     4,126,646  $     4,369,484  $     4,437,601 

Total  $   9,835,961  $   8,864,063  $   9,434,813  $     9,518,933  $   10,130,816  $   10,544,723 

%Change (year over year) 6.4% 0.9% 6.4% 4.1%

Appendix 2-JA

Summary of Recoverable OM&A Expenses
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TAB 2



OM&A Annual Comparison 2013 2014 2015 2016 2017

Actual/Forecast OM&A Per Application 8,864,063 9,434,813 9,518,933 10,160,816 10,574,723

CDM Staffing 85,000 29,000 29,000 3,000 3,000
Vehicle Depreciation Credit 351,000
Approved IFRS Cost 85,000
Port Colborne Service Centre Closure 35,000 55,000 55,000 55,000 55,000
Regulatory Staffing 100,000 100,000 100,000 100,000 100,000
Customer Service Staffing and Charge-Outs 92,000 162,000 192,000 162,000 162,000
Collections and Bad Debts 8,000 107,000 78,000 29,000 (9,000)
Shared Service Allocation (63,000) (63,000) (108,000) (97,000)
ON1Call Initiative (40,000) (40,000) (40,000) (40,000)
Vacant IT Position 40,000
IT Billable Costs 28,000
Pole Testing Program (150,000) (150,000)
MIST O&M (44,000) (44,000)
EAB Program (100,000)
Load Dispatching (65,000)
Asset Management (30,000)

Adjusted OM&A 9,620,063 9,784,813 9,937,933 10,167,816 10,359,723

Variance vs  Prior Year (Adjusted - $) 164,750 153,120 229,883 191,907
Variance vs Prior Year (Adjusted - %) 1.7% 1.6% 2.3% 1.9%
OEB Determined Inflation Rate 1.7% 1.6% 2.1% 1.9%
Difference - Adjusted % Variance vs OEB Inflation Rate 0.0% 0.0% 0.2% 0.0%
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APPENDIX A

Supplemental Discussion on Program Delivery Costs

Variance Analysis 2017 Test Year budget vs. 2013 Board Approved budget

Operations: Overhead

These costs were all within CNPI’s control.

Approximately $45,000 of the variance is related to the Power Quality Program initiated in 2014.

During the development of this program, a review of internal processes was conducted to identify

and ensure the cost effectiveness and efficiencies of deployed CNPI resources. During this

review, it was determined that the most cost effective and comprehensive methodology would

see initial investigation of customer inquiries completed by Meter department staff as opposed to

Line department staff. This initial investigation includes all diagnostic testing; including inspection

of equipment condition, instantaneous voltage testing, current testing and data logging, providing

CNPI with a complete overview of the inquiry. All collected data is recorded and stored within

CNPI’s SAP database and is provided to the customer, detailing any CNPI equipment repair or

customer equipment deficiency as identified. This response and encompassing approach

mitigates further customer inquiries, ensuring customer satisfaction and one call resolution.

Alternatively, CNPI could have maintained its previous approach to responding to customer power

quality inquiries, however that approach was more reactive, and at times allowed for duplication

of effort and inconsistent methodologies.  Due to the ad-hoc nature of response to power quality

concerns prior to the initiation of this program in 2014, costs in 2013 and prior years would have

been distributed across a variety of departments, including Lines, Metering and Customer

Service.  As a result, CNPI cannot identify discrete costs for comparison of alternatives, however

Last Rebasing

Year (2013 BA)

2017 Test Year Variance (Test year vs. 2013

Board Approved)

90,368 202,592 112,224
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Additionally a cost/benefit analysis was conducted based on the annual expense of infrared

scanning versus the reactive replacement of 20 critical components, 15 of which were calculated

with consideration of overtime premiums and 5 during regular working hours. The following is a

representation of CNPI’s cost/benefit analysis:

Operations: Meters

The majority of cost increases in this area are generally outside of CNPI’s control and are due to

a combination of the following factors:

• $77,000 of increases in communications and settlement expenses related in MIST

metering and increase interval customer counts; and

• $40,000 of anticipated increase in customer disconnections as a result of local economic

conditions.

Rate # Components # Line Crew

#

Hours/Components/

Crew Member

Total Cost

Reactive Replacement

(Regular Time) 99$  5 3 3 4,455$      

Reactive Replacement

Overtime (double time) 142$        15 3 3 19,170$    

23,625$    

Planned Replacement

(Regular Time) 99$  20 3 3 17,820$    

17,820$    

Infared Scanning Annual Expense: $5500

Annual Reactive Costs of Critical Component Replacement

Last Rebasing

Year (2013 BA)

2017 Test Year Variance (Test year vs. 2013

Board Approved)

324,504 484,963 160,459
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Additionally, approximately $12,000 of the variance can be attributed to labour rate increases 

within CNPI’s control.  Employee compensation is discussed further in Exhibit 4, Tab 4 of the 

Application. 

Operations: Miscellaneous Distribution Expenses 

Costs increases in this area are generally within CNPI’s control, however as described in 

E4.T3.S1 of the Application, the majority of the variance can be attributed to a review and 

reallocation of costs between accounts.  Increases to this area are generally offset by reductions 

to other areas such as Maintenance – Supervision and Engineering, Customer Service – Billing 

and Collections, and other programs to a lesser degree. 

Maintenance: Overhead 

Cost increases are related to a number of items that are generally within CNPI’s control: 

• $100,000 related to the Emerald Ash Borer (EAB) Program (the impact of the EAB is

outside of CNPI’s control, however CNPI’s decision to initiate a proactive response to

mitigate impacts on its distribution system was within its control);

• $75,000 related to a proactive wood pole inspection and testing program;

• $75,000 related to priority repairs that are identified through the wood pole inspection and

testing program;

• $100,000 related to labour rate increases; and

• $30,000 related to a review and reallocation of costs between accounts.

Last Rebasing 

Year (2013 BA) 

2017 Test Year Variance (Test Year vs. 2013 

Board Approved) 

216,778 373,291 156,513 

Last Rebasing 

Year (2013 BA) 

2017 Test Year Variance (Test Year vs. 2013 

Board Approved) 

1,060,695 1,504,565 443,870 
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Administrative: Salaries and Related Expenses 

These costs were all within CNPI’s control.   

The creation of the Niagara operating center which resulted in an increase of $186,000 in Salaries 

and Related Expenses was a reclassification of costs; $133,000 was reduced in Rent and 

Maintenance of Property and the remaining $53,000 was reduced in Regulatory Expenses.  

The remaining $166,000 increase was primarily due to general salaries and related expense 

increases year-over-year.  Employee compensation is discussed further in Exhibit 4 Tab 4 of the 

Application.  Management’s decision to offer market competitive salaries to its employees is 

intended to attract and retain qualified personnel. 

Administrative: General Admin 

A $209,000 decrease in IT related maintenance agreement costs were within CNPI’s control, 

while general inflationary and other related increases were not, netting out to an overall 

decrease of $153,688.   In 2013, a review of the IT related agreements with 3rd parties was 

conducted and based on this review, it was concluded that certain agreements contained 

components that met the criteria of being capital in nature.   

Last Rebasing 

Year (2013 BA) 

2017 Test Year Variance (Test Year vs. 2013 

Board Approved) 

1,147,470 1,499,684 352,214 

Last Rebasing 

Year (2013 BA) 

2017 Test Year Variance (Test Year vs. 2013 

Board Approved) 

1,208,049 1,054,361 (153,688) 

PAGE 9

Mark Garner
Highlight



Canadian Niagara Power Inc.

EB-2016-0061
Responses to Board Order dated June 30, 2016

Appendix A
Page 7 of 10

Filed: July 13, 2016

Administrative: Rent and Maintenance of Property

The $133,000 decrease relating to the creation of the Niagara operating center and the $35,000

decrease relating to the closure of the Port Colborne service center were both within CNPI’s

control, while general inflationary and other related increases were not.

See Administration – Salaries and Related Expenses variances above for discussion about

reclassification of costs with the creation of the Niagara operating center.

In assessing whether to keep the Port Colborne service center open in 2013, management

considered both quantitative and qualitative costs.  The closure of the service center resulted in

an annualized decrease in center operating costs of approximately $55,000.  Although the service

center closure meant that there would no longer be a customer facing office located in the Port

Colborne service territory (nearest service center located in Fort Erie which is 25km away), CNPI

took steps to ensure a smooth transition including: providing bill inserts leading up to the closure

and allowing customers to drop off cheques in a lockbox located on Port Colborne city property

until March 31, 2016.  Additionally, with the closure of the Port Colborne office, CNPI continued

to stay engaged with its customers by: maintaining a local customer service calling number,

creating a public email address (customer.service@cnpower.com), keeping CNPI’s website

regularly updated with  customer service specific information, communicating information to

customers via Facebook and Twitter, attending road shows and city of Port Colborne

board/council meetings, communicating important relevant information in local newspapers and

in bill inserts, and distributing a bi-annual newsletter.

Last Rebasing

Year (2013 BA)

2017 Test Year Variance (Test Year vs. 2013

Board Approved)

1,082,478 952,915 (129,563)
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Response to Interrogatories 
Page 1 of 1 

Filed: October 19, 2016 

1-Energy Probe-3 

Ref: Exhibit 1, Tab 1, Schedule 2, page 24 

Please update the total cost per km of line to reflect actual data for 2015, along 

with the forecast for 2016 and 2017 based on the evidence in the application. 

RESPONSE: 

The total cost per km of line data has been updated, using the results of the 

revised version of the OEB’s Benchmarking Spreadsheet Forecast Model filed in 

conjunction with CNPI’s interrogatory responses: 

2010 2011 2012 2013 2014 2015 2016 2017 

$19,893 $20,204 $18,790 $20,275 $21,202 $21,726 $23,088 $25,009 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 1 

Filed: October 19, 2016 

1- Energy Probe-2

Ref: Exhibit 1, Tab 1, Schedule 2, pages 20 & 21 

a) Please confirm that based on 2015 data, CNPI remains in Group 4

based on the PEG efficiency assessment.

b) Please update the total cost per customer to reflect actual data for 2015,

along with the forecast for 2016 and 2017 based on the evidence in the

application.

RESPONSE: 

a) Confirmed.

b) The total cost per customer data has been updated, using the results of the

OEB’s Benchmarking Spreadsheet Forecast Model:

2010 2011 2012 2013 2014 2015 2016 2017 

$715 $727 $679 $726 $749 $778 $824 $891
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ASAP Reporting Services Inc. 
(613) 564-2727  (416) 861-8720 

78 

improvements.  We will also have cost drivers that are in 1 

excess of inflation.  So our assumption 2018 forward is 2 

that 2 percent is a reasonable balance between those two 3 

items. 4 

MR. WALSH:  Okay.  Thank you. 5 

MR. SHEPHERD:  So I have a follow-up on that as well.  6 

I had the same thing.  It looks like it is zero 7 

productivity, right?  The net of the additional cost 8 

drivers and the productivity benefits is zero. 9 

MR. BEHARRIELL:  That's what we have assumed for the 10 

purpose of presenting O&M costs 2018 forward, yes. 11 

MR. SHEPHERD:  But then you have things like these 12 

additional programs that you are saying are additional cost 13 

drivers.  And they're not offset by productivity benefits, 14 

right?  You have a list of additional cost drivers that you 15 

are saying are pushing your costs up and you are adding 16 

those. 17 

MR. BEHARRIELL:  Yes, we are. 18 

MR. SHEPHERD:  But I thought you said they are offset 19 

by productivity improvements. 20 

MR. BEHARRIELL:  That is our forecast for 2018 21 

forward. 22 

MR. SHEPHERD:  Okay.  So 2016 and 2017, that is not 23 

true? 24 

MR. BEHARRIELL:  For 2016 and 2017 we have identified 25 

additional programs, such as the emerald ash borer, missed 26 

metering, et cetera, pole testing, that are additional cost 27 

drivers for various reasons that are not offset by 28 
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ASAP Reporting Services Inc. 
(613) 564-2727  (416) 861-8720 

79 

productivity improvements. 1 

MR. SHEPHERD:  Okay, thanks. 2 

MR. WALSH:  I just have a clarifying question.  On the 3 

emerald ash borer program, how many years do you expect 4 

that is to last, and does it dissipate over -- are the 5 

costs higher in the initial years?  Or is it sort of a five 6 

years and -- what does the anticipated spend on addressing 7 

that issue look like? 8 

MR. HAN:  We hired a consultant.  They did a study on 9 

that.  And my understanding is, once a tree is infected, it 10 

is predicted in three years the tree will be dead.  But 11 

whether the tree owner decides to remove the tree or not is 12 

up to the tree owner.  That's one piece of information. 13 

The other piece of information, there is a projection 14 

of the next seven years -- seven to eight years most of the 15 

trees in the Niagara region will be dead, in the -- you 16 

know, emerald ash tree will be dead. 17 

So we're thinking it is a prudent -- we don't really 18 

know.  This is a new program.  We really don't know what it 19 

is going to cost us if we go into this field at the end of 20 

the day.  But we feel it is providing the tree owner a 21 

safety working zone for them to remove tree or improve 22 

public safety, because this is not a one-person or two-23 

persons issue.  This is a system-wide issue.  It is similar 24 

to underground locates.  We do not charge people for 25 

underground locates, but this is a safety issue.  If we 26 

charge them, they may not report.  They may not ask.  So 27 

this is a similar thing. 28 
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ASAP Reporting Services Inc. 
(613) 564-2727  (416) 861-8720 

78 

improvements.  We will also have cost drivers that are in 1 

excess of inflation.  So our assumption 2018 forward is 2 

that 2 percent is a reasonable balance between those two 3 

items. 4 

MR. WALSH:  Okay.  Thank you. 5 

MR. SHEPHERD:  So I have a follow-up on that as well.  6 

I had the same thing.  It looks like it is zero 7 

productivity, right?  The net of the additional cost 8 

drivers and the productivity benefits is zero. 9 

MR. BEHARRIELL:  That's what we have assumed for the 10 

purpose of presenting O&M costs 2018 forward, yes. 11 

MR. SHEPHERD:  But then you have things like these 12 

additional programs that you are saying are additional cost 13 

drivers.  And they're not offset by productivity benefits, 14 

right?  You have a list of additional cost drivers that you 15 

are saying are pushing your costs up and you are adding 16 

those. 17 

MR. BEHARRIELL:  Yes, we are. 18 

MR. SHEPHERD:  But I thought you said they are offset 19 

by productivity improvements. 20 

MR. BEHARRIELL:  That is our forecast for 2018 21 

forward. 22 

MR. SHEPHERD:  Okay.  So 2016 and 2017, that is not 23 

true? 24 

MR. BEHARRIELL:  For 2016 and 2017 we have identified 25 

additional programs, such as the emerald ash borer, missed 26 

metering, et cetera, pole testing, that are additional cost 27 

drivers for various reasons that are not offset by 28 
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(613) 564-2727  (416) 861-8720 

79 

productivity improvements. 1 

MR. SHEPHERD:  Okay, thanks. 2 

MR. WALSH:  I just have a clarifying question.  On the 3 

emerald ash borer program, how many years do you expect 4 

that is to last, and does it dissipate over -- are the 5 

costs higher in the initial years?  Or is it sort of a five 6 

years and -- what does the anticipated spend on addressing 7 

that issue look like? 8 

MR. HAN:  We hired a consultant.  They did a study on 9 

that.  And my understanding is, once a tree is infected, it 10 

is predicted in three years the tree will be dead.  But 11 

whether the tree owner decides to remove the tree or not is 12 

up to the tree owner.  That's one piece of information. 13 

The other piece of information, there is a projection 14 

of the next seven years -- seven to eight years most of the 15 

trees in the Niagara region will be dead, in the -- you 16 

know, emerald ash tree will be dead. 17 

So we're thinking it is a prudent -- we don't really 18 

know.  This is a new program.  We really don't know what it 19 

is going to cost us if we go into this field at the end of 20 

the day.  But we feel it is providing the tree owner a 21 

safety working zone for them to remove tree or improve 22 

public safety, because this is not a one-person or two-23 

persons issue.  This is a system-wide issue.  It is similar 24 

to underground locates.  We do not charge people for 25 

underground locates, but this is a safety issue.  If we 26 

charge them, they may not report.  They may not ask.  So 27 

this is a similar thing. 28 
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Filed: April 29, 2016 

CDM Staffing 1 

2 

2013 Board Approved vs 2013 Actuals, 2014 Actuals vs 2013 Actuals, 2016 Bridge vs 2015 3 

Actuals 4 

5 

Decrease of $85k, Increase of $56k, Increase of $26k 6 

7 

As the CDM initiatives evolved and became more comprehensive, certain CNPI resources 8 

were required on a temporary basis to focus a portion of their effort on CDM related 9 

programs and initiatives.  The decrease of $85k represents costs taken out of distribution 10 

and entered into CDM to account for the effort required to work on the roll-out of CDM 11 

including the establishment of a CDM department.  The CDM costs have been tracked 12 

outside of OM&A reported within this Application; hence the decrease in 2013 Actuals as 13 

compared to 2013 Board Approved.  The subsequent increase of $56k and $26k recognizes 14 

reduction of distribution staff effort with the establishment of a permanent CDM department 15 

and the return of those OM&A costs back to distribution.   16 

17 

Vehicle Depreciation Credit 18 

19 

2013 Board Approved vs 2013 Actuals, 2014 Actuals vs 2013 Actuals 20 

21 

Decrease of $351k, Increase of $351k 22 

23 

CNPI adopted MIFRS accounting effective January 1, 2013 as submitted with the last Cost 24 

of Service Application (EB-2012-0112).  This accounting policy change resulted in the 25 

inclusion of vehicle depreciation within the burden rates calculated for operational 26 

departments.  For 2013 Board Approved, CNPI classified the offsetting credit as a reduction 27 

in depreciation expense, whereas for 2013 Actuals, the credit was recorded within General 28 

and Administrative expenses.  Per Board staff direction, in 2014, the vehicle credit was 29 

recorded as a reduction in depreciation expenses; hence the decrease of $351k and then 30 

the subsequent reversal of this amount the following year.  31 
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Page 6 of 9 

Filed: April 29, 2016 

initiative resulted in a $40k increase; most of which has been incurred as third party 1 

contracted services.  2 

3 

Vacant IT Position 4 

5 

2015 Actuals vs 2014 Actuals, 2016 Bridge vs 2015 Actuals 6 

7 

Decrease of $40k, Increase of $40k 8 

9 

During 2015, an IT position (IT Technician) position became vacant.  This position is 10 

expected to be filled during 2016 which will restore operating costs back to normalized 11 

values.   12 

13 

IT Billable Costs 14 

15 

2015 Actuals vs 2014 Actuals, 2016 Bridge vs 2015 Actuals 16 

17 

Decrease of $28k, Increase of $28k 18 

19 

During 2015, the IT function performed additional billable support as part of a five year IT 20 

services agreement between CNPI and two associate companies.  This effort is variable in 21 

nature and as a result 2015 operating expenses are approximately $28k lower than 22 

expected for 2016 Bridge and 2017 Test.   23 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 2 

Filed: October 19, 2016 

4-Energy Probe-15 

Ref: Exhibit 4, Tab 2, Schedule 2, Table 4.2.2.1 

a) Please explain the vehicle depreciation credit driver shown in 2013 and 2014.

b) Please provide the total vehicle depreciation included in each of 2013 through

2017 and included in OM&A costs. 

RESPONSE: 

a) As explained within Exhibit 4, Tab 2, Schedule 2 of the Application, in

2013 CNPI changed accounting policies effective January 1, 2013.

Effective January 1, 2013, vehicle depreciation was included in the burden

rates calculated for operational departments within CNPI.  Therefore, in

effect, a portion of vehicle depreciation has been capitalized and the

remaining portion has been included in OM&A costs.  The offset to the

total of these debits, $351,000 in 2013, was recorded in General and

Administrative expenses within OM&A costs.  In 2014 and going forward,

in accordance with OEB direction, this credit was classified under

depreciation expenses.  Therefore, due to this one time classification of

the vehicle depreciation credit in General and Administrative expenses,

Table 4.2.2.1 shows a reduction in OM&A of $351,000 in 2013 and then

an offset equal to that amount in 2014.

b) See table below.
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 2 of 2 

Filed: October 19, 2016 

2013 Act 2014 Act 2015 Act 2016 Bridge 2017 Test

Total Vehicle Depreciation 351,000    387,000    395,000       378,000     366,000       

Total Vehicle Depreciation included in 

OM&A (Debit amount) 154,000    178,000    160,000       165,000     169,000       

Total Vehicle Depreciation included in 

OM&A (Credit amount) (351,000)   

Total OM&A impact of Vehicle 

Depreciation (197,000)   178,000    160,000       165,000     169,000       

NOTE: As outlined in Exhibit 4, Tab 2, Schedule 2, $351k relating to vehicle depreciation expenses

included in burden rates was credited to General and Admin expenses.  In subsequent years, per

Board direction, the credit was recorded in depreciation expenses.
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EB-2016-0061 

Response to Interrogatories 
Page 1 of 1 

Filed: October 19, 2016 

4.0 – VECC - 26 

Reference: E4/T2/S2/Table 4.2.2.1 

a) Please provide a description/explanation of the $199k and

$191k in miscellaneous OM&A increases in 2016 and

2017 respectively.

RESPONSE: 

a) In preparing Table 4.2.2.1, CNPI identified specific significant items that

have driven operating expenses from the 2013 Rebase Year to the 2017

Test Year.  There is not one significant driver/item within the

miscellaneous balance in each of the respective years other than that

CNPI estimates the large majority of this balance is due to the

general inflationary increases of expenses on a year-over-year

basis.  For example, 2015 operating expenses totalled $9,518,933.  All

other things being equal, a 2% inflationary adjustment would mean

an expected increase in operating expenses of $190,379 for a 2016

expected operating expense balance of $9,709,312.  Therefore, CNPI

estimates that the$199,883 and $191,906 recorded as miscellaneous

in the 2016 Bridge Year and 2017 Test Year columns are largely

related to inflationary increases in operating expenses year-over-year.
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Page 1 of 9 

Filed: April 29, 2016 

OM&A COST DRIVER ANALYSIS 1 

2 

See Table 4.2.2.1 below for Appendix 2-JB of the Filing Requirements, along with 3 

explanations subsequent to the table.  Within Table 4.2.2.1, CNPI has identified specific 4 

significant items that drive operating expenses either upwards or downwards.  CNPI notes 5 

that in addition to the specific items in the table below, there is a general increase in 6 

operating expenses period over period that can be attributable to inflationary and related 7 

upwards pressures on expenses.   8 

9 

10 

11 

OM&A
Last Rebasing 

Year (2013 Actuals)
2014 Actuals 2015 Actuals 2016 Bridge Year 2017 Test Year

Reporting Basis = ASPE

Opening Balance 9,835,961$    8,864,063$    9,434,813$    9,518,933$    10,130,816$    

CDM Staffing (85,000)$    56,000$    26,000$    

Vehicle Depreciation Credit (351,000)$    351,000$    

Approved IFRS Costs (85,000)$    85,000$    

Port Colborne Service Center Closure (35,000)$    (20,000)$    

Regulatory Staffing (100,000)$    

Customer Service Staffing and Charge-outs (92,000)$    (70,000)$    (30,000)$    30,000$    

Collections and Bad Debts (8,000)$    (99,000)$    29,000$    49,000$    38,000$    

Shared Service Allocation 63,000$    45,000$    (11,000)$    

ON1Call Initiative 40,000$    

Vacant IT Position (40,000)$    40,000$    

IT Billable Costs (28,000)$    28,000$    

Pole Testing Program 150,000$    

MIST O&M 44,000$    

EAB Program 100,000$    

Load Dispatching 65,000$    

Asset Management 30,000$    

Miscellaneous (215,898) 164,750 153,120 199,883 191,906 

Closing Balance 8,864,063$    9,434,813$    9,518,933$    10,130,816$    10,544,723$    

Table 4.2.2.1 Recoverable OM&A Cost Driver Table

Appendix 2-JB
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 1 

Filed: October 19, 2016 

4-Staff-59 

Ref: E4/T2/S2/p. 8 

At the above reference, it is stated that a $100,000 increase to operating 
expenses is anticipated in 2017 as a result of the Emerald Ash Borer (EAB) 
Program. Please explain how the $100,000 increase was determined. 

RESPONSE: 

Please see the table below, noting that the each row corresponds to differing 

circumstances in which hazard trees will need to be addressed by CNPI (i.e. the 

rows relate to different trees as opposed to tasks associated with removal of the 

same trees). 

Hours $/Hour

Completion of risk assessment N/A 5,000$       5,000$    

Removal of infested trees on CNPI owned rights-of-ways and land* 25 1,100$       27,500$        

Assisting customers and stakeholders - Creation of electrically safe 

work zones (Including but not limited to switching, installation of 

isolating devices, grounding, etc.)

35 6 100$     21,000$        

Assisting customers and stakeholders - Additional ash tree trimming 

in support of clearances for the purpose of removal
25 6 100$     15,000$        

Asset repairs as a result of ash tree failure 20 6 100$     15,000$  27,000$        

95,500$        

* Contracted tree removal costs range between $800-$1600 depending on tree location, size, and interaction with electrical equipment.

Internal Labour/TreeNumber 

of Trees

Contracted 

Services
Materials

2017 Total 

Cost
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 2 

Filed: October 19, 2016 

1-Staff-8

Ref: E1/T10/S1, App. A, p.6

The above reference is CNPI’s Scorecard dated September 28, 2015. In the 
Scorecard MD&A – General Overview,” CNPI discusses its Total Cost per 
Customer and notes that: 

Historical cost measures are reflective of the fact that 80% of CNPI's service 
territory is located in rural areas, subject to more severe weather due to its 
location on the shore of Lake Erie (Lake Ontario for Eastern Ontario Power’s 
service territory) with its prevailing winds and lake effect precipitation, and the 
operation and maintenance of several distribution substations. 

a) Please elaborate on how severe weather in CNPI’s service territory
impacts on its costs on both a historic and forward-looking basis and
provide any quantification CNPI may have of the impacts of such
costs. If CNPI does not have any quantification, please explain the
basis for its conclusion as to the impact of severe weather.

b) Please state whether or not CNPI has undertaken any comparisons of
the impact of severe weather on its costs as compared to other Ontario
distributors with service territories located on the shores of lakes and if
so what those comparisons showed.

RESPONSE: 

a) In CNPI’s response to  2.0 - VECC – 13, charts summarizing

SAIDI and SAIFI by outage cause code have been included for the

historical period 2011 to 2015.  In each of the five years, the combination

of outages caused by weather, lightning, and tree contact, account for a

significant percentage of CNPI’s overall SAIDI and SAIFI.  The table below

summarizes the percentage of SAIDI attributed to these three causes over

the historical period:

PAGE 28



Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 2 of 2 

Filed: October 19, 2016 

Cause Code 2011 2012 2013 2014 2015 Average

0 - Unknown/Other 0.03     0.25     0.06     0.30     0.09     0.15         

1 - Planned, Utility 0.07     0.13     0.17     0.23     0.18     0.16         

2 - Loss of Supply 0.11     5.89     0.24     0.00     3.51     1.95         

3 - Tree Contact 0.47     0.62     1.30     0.19     0.61     0.64         

4 - Lightning 0.50     0.14     0.16     0.26     0.07     0.23         

5 - Equipment Failure 1.15     0.35     0.81     0.48     0.41     0.64         

6 - Weather 0.06     0.10     0.30     0.38     0.72     0.31         

7 - Corrosion 0.00     0.00     0.12     0.00     0.09     0.04         

8 - Internal Human Error 0.03     0.07     0.00     0.00     0.01     0.02         

9 -  Foreign Interference 0.10     0.21     0.30     0.12     0.17     0.18         

Total 2.52     7.76     3.46     1.96     5.87     4.32         

Combined Weather Related SAIDI (hrs.) 1.03     0.87     1.77     0.83     1.40     1.18         

Total SAIDI (hrs.) Excluding Loss of Supply 2.41     1.88     3.23     1.96     2.36     2.37         

Percentage of SAIDI (hrs.) Due to Weather 43% 46% 55% 42% 59% 49%

SAIDI (hrs.)

As evident in this table, 49% of SAIDI in the historical period is attributed 

to outages with weather related causes.  CNPI has assumed that the 

majority of tree contact issues are related to inclement weather for this 

analysis. 

The statement referenced in this interrogatory above, is meant to

highlight the fact that CNPI has experienced a greater significance of 

damage, during severe weather events, in exposed areas along the 

Great Lakes shoreline boundary of its service territory.  In addition to

negatively impacting outage indices, these events have contributed to 

increased expenditure for storm response and post-event repair/

replacement activities. 

b) CNPI has not undertaken any comparisons of the impact of severe

weather on its costs as compared to other Ontario distributors.
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MR. BEHARRIELL:  Unless in a case where perhaps it was 1 

an imminent hazard.  But, yes, generally speaking. 2 

MR. GARNER:  Okay.  And then what you also have is a 3 

total of the last row, $27,000 for asset repair.  So this 4 

is you are presuming that so many trees fall and hit your 5 

equipment? 6 

MR. BEHARRIELL:  Right.  We expect to see an increase 7 

in tree related failures that do impact our line.  We 8 

intend to make best efforts to encourage municipalities -- 9 

MR. GARNER:  Where did you get the number from?  This 10 

started in 2009, I understand.  So how did you come to the 11 

conclusion that you would be spending 27,000 a year on 12 

trees that are hitting your equipment? 13 

MR. BEHARRIELL:  It was an estimate, you know, based 14 

on the Emerald ash borer impact assessment that was 15 

provided by the consultant.  That is an estimate that our 16 

operations managers reviewed that information and because 17 

we don't have a history -- 18 

MR. GARNER:  How many Emerald ash bore trees hit your 19 

equipment last year? 20 

MR. BEHARRIELL:  I don't know that I have that 21 

specific number for that.  I mean, it's a study that we do 22 

expect some delay from the initial impact to the trees 23 

actually, you know, dying and failing. 24 

MR. GARNER:  But this isn't a new problem.  I mean, 25 

this ash problem apparently is now in its eighth year, I 26 

guess, right, 2009 -- 27 

MR. BEHARRIELL:  I don't know that it's in the eighth 28 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 3 

Filed: October 19, 2016 

4-Staff-60

Ref: E4/T3/S1/p. 2 

At the above reference, it is stated that CNPI is anticipating an increase in 
customer disconnections in 2017 over 2013 and in response has refined its 
credit, collection and customer disconnection processes. 

a) Please state the magnitude of the increase in customer
disconnections CNPI is anticipating in 2017.

b) Please discuss any efforts CNPI has undertaken to reduce the level of
customer disconnections.

c) Please elaborate on how CNPI has refined its credit, collection and
customer disconnection processes. Please explain CNPI’s
disconnection policy, specifically discussing when a customer with
unpaid bills would be disconnected.

RESPONSE: 

a) The magnitude of the increase in customer disconnections is estimated to

be approximately $40,000 and is attributed to increased labour hours

associated with customer disconnections from 500 hours to 1000 hours

from 2013 to 2017.

b) CNPI has undertaken to reduce the level of customer

disconnections through its participation in the OESP program, 

developing relationships with its social agencies who administer LEAP, 

providing customers access to Arrears Management Programs (AMP) 

and Low Income Arrears Management Programs (LAMP), when 

applicable. In addition, CNPI installs load limiting devices during a 

winter window to allow residential customers additional time to make 

payment arrangements prior to full disconnection of electrical service.

c) CNPI has refined its credit and collection process by implementing an

automated phone call reminder when a bill becomes overdue and also
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 2 of 3 

Filed: October 19, 2016 

implementing a second automated call one week prior to the 

commencement of the disconnection window to provide customers with 

the opportunity to make payment arrangements.  In addition, extensive 

CSR training was completed in 2015 to provide staff with more in-depth 

training in programs such as the OESP, AMPs and LAMPs to better assist 

customers. 

Please see attached flowchart that outlines CNPI’s collection process 

which adheres to all the OEB’s prescribed collection and disconnection 

processes. 

PAGE 41



TAB 8



Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 1 

Filed: October 19, 2016 

4-Staff-61

Ref: E4/T3/S1/p. 4

At the above reference, it is noted that CNPI’s detailed wood pole inspection 
and testing program which started in 2016 will have an annual cost of 
approximately $75,000. 

Please explain how this cost was determined. 

RESPONSE: 

CNPI intends to assess and test all of the 22,900 in-service wood poles in its 

asset inventory over a five year period, or approximately 4580 poles per year.  

The estimated cost for this was derived as follows: 

Cost Estimate for 2016 CNPI Pole Testing

Description Qty Unit Cost Cost

Poles near road 2400 12.50$   30,000$   

Poles off road 2180 17.00$   37,060$   

Tendering and Administration 1 2,500.00$    2,500$   

One-time GIS interface preparation 1 3,000.00$    3,000$   

Contingencies 1 2,500.00$    2,500$   

75,060$   TOTAL
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 5 of 7 

Filed: October 19, 2016 

i) Section 8.2.1 of the CNPI DAMP and section 5.4.6.17 of the

DSP shows both the historical and forward-looking pole

replacement rates.  These numbers are combined in the

graph below:

The average number of poles replaced annually at CNPI 

from 2011 to 2015 was 252 poles (yellow line on graph). 

The average number of poles changed in the forecast period

is projected to be 440 poles, an increase of 188 poles per 

year (blue line on graph). 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 2 

Filed: October 19, 2016 

4-Staff-62 

Ref: E4/T3/S1/p. 5 

At the above reference, CNPI discusses the variance in the category 
“Administrative: Salaries and Related Expenses” which are shown as  
increasing by over 30% in the 2017 Test year from the 2013 OEB approved 
level, or $352,214. This increase was attributed to two factors: (1) $166,000 to 
general salaries and related expense increases year-over-year and (2) 
$186,000 due to the creation of a Niagara operating centre arising from the 
merger of the Fort Erie and Port Colborne operating centres. 

An explanation of the $186,000 factor is provided which stated that the 
tracking of operating costs specific to each of Fort Erie and Port Colborne 
service territories was discontinued and went on as follows: 

The impact that this had on Salaries and Related Expenses is that 
formerly the intercompany shared service allocations to Port Colborne 
(from Fort Erie) were credited out of Salaries and Related Expenses, and 
then with offsetting debits were recorded partially within this same 
category, and remaining debits recorded in Rent and Maintenance of 
Property, and Regulatory Expenses. The impact of this accounting change 
in 2014 (as compared to 2013 Board Approved) was a net debit (increase 
in Salaries and Related Expenses) of $186,000, a credit of $133,000 in 
Rent and Maintenance of Property, and a credit of $53,000 in Regulatory 
Expenses. 

Please provide a clearer explanation of the reasons for this change including 
why salaries would increase as a result and why it would result in an increase 
in regulatory expenses since the creation of a consolidated operating centre 
would not seem to be an action that would be expected to impact these 
expenses. 

RESPONSE: 

CNPI would like to mention that, all other things being equal (i.e. not including 

consideration of the $55,000 in annual savings from the closing of the Port 

Colborne service centre discussed in Exhibit 4, Tab 3, Schedule 1 of the 

Application), the total operating expenses for CNPI was unchanged with the 

creation of the Niagara operating centre.  Rather, this change meant a 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 2 of 2 

Filed: October 19, 2016 

reclassification of costs based on the discontinuation of certain accounting 

journal entries. 

Prior to the creation of a single Niagara regional operating centre, CNPI used its 

shared service allocation methodology to allocate a portion of Fort Erie costs, 

including regulatory expenses, to Port Colborne for accounting purposes.  As 

outlined in CNPI’s application, the full credit of this allocation out of Fort Erie was 

recorded in the Salaries and Related Expenses program line within Appendix 2-

JC of Exhibit 4, Tab 3, Schedule 1 of the Application.  The offsetting debit was 

recorded in Port Colborne and was recorded over multiple program lines within 

Appendix 2-JC including Salaries and Related Expenses, Regulatory Expenses 

and Rent and Maintenance of Property.  The discontinuation of recording the 

shared service allocations to Port Colborne meant that this set of accounting 

journal entries was no longer being recorded.  See below for a table outlining the 

impact, at the CNPI distribution consolidated level, of the discontinuation of the 

shared service allocation journal entries to Port Colborne in 2014. 

Program $ Reclass

Salaries and Related Expenses (net of 

transfers) 687,000          

Salaries and Related Expenses (net of 

transfers) (501,000)        

Regulatory Expenses (53,000)           

Rent and Maintenance of Property (133,000)        

Total CNPI Operating Expense Impact - 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 2 

Filed: October 19, 2016 

4-Energy Probe-14

Ref: Exhibit 4, Tab 1, Schedule 1 

a) How many months of actual data are included in the 2016 bridge year

figures shown in Table 4.1.1.1?

b) Please provide the most recent year-to-date actuals for the 2016 in the same

level of detail as found in Table 4.1.1.1. Please also provide the figures for the

corresponding period in 2015.

c) Based on the response to part (b) what is the most current forecast of

OM&A expenses for 2016, based on the most recent year-to-date actuals?

d) Please confirm that the figures in Table 4.1.1.1 include both LEAP and

property taxes for all years shown.

RESPONSE: 

a) There was no actual data included in the 2016 Bridge Year figures shown in

Table 4.1.1.1.

b) See table below for September 2015 and September 2016 year-to-date

activity.

2015 Sept YTD 

Actuals

2016 Sept YTD 

Actuals

Operations 1,314,287           1,285,676           

Maintenance 1,372,033           1,265,670           

Billing and Collecting 1,291,013           1,291,069           

Community Relations 961 347 

Administrative and General 3,131,050           3,238,749           

Total 7,109,345           7,081,510           
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Canadian Niagara Power Inc. 

EB-2016-0061 

Responses to Board Order dated June 30, 2016 
Appendix A 

Page 6 of 10 
Filed: July 13, 2016 

Administrative: Salaries and Related Expenses 

These costs were all within CNPI’s control.   

The creation of the Niagara operating center which resulted in an increase of $186,000 in Salaries 

and Related Expenses was a reclassification of costs; $133,000 was reduced in Rent and 

Maintenance of Property and the remaining $53,000 was reduced in Regulatory Expenses.  

The remaining $166,000 increase was primarily due to general salaries and related expense 

increases year-over-year.  Employee compensation is discussed further in Exhibit 4 Tab 4 of the 

Application.  Management’s decision to offer market competitive salaries to its employees is 

intended to attract and retain qualified personnel. 

Administrative: General Admin 

A $209,000 decrease in IT related maintenance agreement costs were within CNPI’s control, 

while general inflationary and other related increases were not, netting out to an overall 

decrease of $153,688.   In 2013, a review of the IT related agreements with 3rd parties was 

conducted and based on this review, it was concluded that certain agreements contained 

components that met the criteria of being capital in nature.   

Last Rebasing 

Year (2013 BA) 

2017 Test Year Variance (Test Year vs. 2013 

Board Approved) 

1,147,470 1,499,684 352,214 

Last Rebasing 

Year (2013 BA) 

2017 Test Year Variance (Test Year vs. 2013 

Board Approved) 

1,208,049 1,054,361 (153,688) 
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Canadian Niagara Power Inc. 
EB-2016-0061 

Response to Interrogatories 
Page 1 of 1 

Filed: October 19, 2016 

4.0 – VECC - 30 

Reference: E2/T1/S1/pg.3 

a) Please confirm that the reference to Exhibit 4, Tab 7, Schedule 1 at

Exhibit 2 (pg.3 of 3 lines 17-18) is meant to refer to E4/T5/S1 and not

E4/T7/S1.

b) Please show the comparable costs for the $1,139,217 in IT and

shared equipment as between 2013 Board approved and the 2017

test year. In doing so please distinguish as between IT and

equipment costs.

RESPONSE: 

a) Confirmed.

b) See table below.

2013 BA 2013 Act 2014 Act 2015 Act 2016 Bridge 2017 Test

IT Charges 873,541    873,541    878,569    1,010,492    1,124,508 1,081,645 

Shared Equipment Charges 107,147    107,147    78,742       150,005       161,252     57,572       

Total 980,688    980,688    957,311    1,160,497    1,285,760 1,139,217 
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