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Results
Distributor

2070 2077 2072 2073 2014 2075 3 Year
7 Hydro Hawkesbury -61..8% -59.4% -55.8% -5L.t% -64.3% -68.1% -6L.2%

2 Wasaga Distr¡bution -46ß% -463% -37.8% -4t.6% -41.6% -45.6% -42.9%
j E.L.K. Energy -28.2% -26.2% -25.4% -33.2% -44.9% -34.1% -37.6%

4 Northern Ontario Wires -38.5% -35.7% -25.8% -2s.t% -32.6% -42.2% -333%
5 Halton Hllls Hydro -27.2o/o -24.9% -27.5% -35.7% -31.3% -28.2% -37.7%

6 Cooperative Hydro Embrun -L93% -76s% -26.4% -r8.7% -29.7% -33.2% -27.2%

7 Haldimand County Hydro -2t.6% -24.L% -18.7% -23.7% -23.6% -27.4% -22s%
I Espanola Regional Hydro -22.6% -21ß% -15.5% -793% -25.4% -20A% -21.7%

I Hearst Power -263% -30.1% -28.4% -33.r% -22.4% -7A% -2r.o%
70 K¡tchener-W¡lmot Hyd ro -22s% -22.8% ,20.7% -193% -19.0% -223% -20.2%

77 Newmarket-Tay Power -14.6% -2r.0% -r95% -795% -78.6% -r9.3% -t9.1%

72 Welland Hydro -L9.6% -76.2% -70.4% -15.2% -r7.3% -L8.7% -7t.o%
73 Grimsby Power -23.t% -78.6% -9.6% -16.9% -71.3% -77.0% -t7.0%
74 OShaWa PUC -27.7% -78.0% -14.5% -17.4% -18.t% -r4s% -t6.8%
75 Entegrus Powerlines -73.1% -r3.4% -t0.9% -14.7% -16.7% -rt.3% -163%
76 LakeÌront Utillties -I4.7% -125% -18.7% -7.4% -16.0% -22.1% -15.2%

77 Essex Powerlines -L7.0% -77.7% -12.6% -L7.2% -72.7% -13.5% -t4.5%
78 COLLUS POWETSITEAM -8.2% -9.5% -7.2% -72.3% -14.2% -74.2% -73.6%

79 London Hydro -L6.8% -ro.t% -LL.I% -tt.o% -12.8% -9s% -tL.3%
20 Enersource Hydro Mississauga -9.5% -76.r% -9.5% -t0.7% -L3.9% -8.2% -tI.o%
27 Burl¡ngton Hydro -7.6% -7.1% -9.0% -7.s% -9.4% -r0.3% -9.0%

22 Kenora Hydro -71.5% -4.6% -s.2% -t]-.2% -t7.0% -3.9% -8.7%

23 Hydro 2000 -L4.8% -!2.2% -0.8% -t.o% -75.3% -6.2% -7.5%

24 St. Thomas Energy -6.4% -4.5% 6.8% '4.60/o -6.3% -t0.3% -7.1%

25 Rideau St. Lawrence Distribution -L0.6% -13.8% -6.7% - LZ/O -8.1% -4ß% -6.7%

26 Orillia Power -3.5% -1.9% -3.7% -4.7% -5.3% -8.0% -6.O%

27 Whrtby Hydro 0.4% -3.0% -7.O% -5.7% -6.8% -2.6% -5.0%

28 Horizon Utilities -73.0o/o -r3.7% -6.9% -5.5% -5.3% a 40/-L.L/O -4.3%

29 Hydro One Brampton -58% -7.4% -92% -s.7% -33% -2s% -4.0%

30 Ottawa Rrver Power -2.9% 2.7% O.Oo/o 4.3% -6s% -93% -4.0%

37 Brant County 15.6% 22.4% tt.5% 5.5% -3.6% -73.6% -3.9%

32 Orangeville HVdro -2.7% 1.6% 0.8% o.t% -4.0% -7.6% -3.8%

33 Niagara-on-the-Lake Hydro 7.6% 6.s% 2.7% 1.r% -2.8% -6.6% -3.s%

34 Lakeland Power na na -6.4% -09% -r.9% -7.6% -3.s%

35 Branttord Power 3.8% -2.5% 4.7% o.7% -3.6% -6.7% -3.0%

36 Westario Power -3.t% -o.2% -r.4% 2.2% -4.2% -6.0% -2.6%

37 Guelph Hydro 72.4% 14.7% -2.0% 0.8% -4.8% -3.8% -2.6%

38 Centre Wellington Hydro -8.7% -4s% 0.4% -3.2% -3.1% -7.2% -2.s%

39 Veridian Connections -4.7% -4.5% 2A% -13% -3.0% -2.7% -23%

40 Milton Hydro -4.r% -3.0% -37.6% -4.6% -4.0% 2.7% -2.O%

47 Cambridge and North Dumïries -rc.1% -7.8% -33% 0.5% -rs% -3.6% -1.7%

42 K¡ngston Hydro o.t% a aol¿.L/O 2.4% 3.7% -3.6% -3.t% -1.0%

43 lnnpower a 40/ -6.2% -2.4% -2.8% -2.8% 8s% 1..O%

44 Sioux Lookout Hydro 0.6% -t.4% 7.2% 2s% 6.2% -4.3% L.6%

45 Bluewater Power -3.2% 1.7% 6.4% 5s% 03% 0.8% 23%
46 Norfolk Power -1.8% -2.6% 6.O% 4 10/!.2 /o 6s% NA 3.9%

47 Niagara Peninsula Energy s.4% s.2% 10.2% t.I% 7.7% 45% 4s%
48 Atikokan Hydro 14.9% a 10/ 32.9% to3% -4.9% 9.7% 5.0%

49 PowerStream - Áol -6.4% 1-.2% 3.0% 5.6% 8.r% 5.6%

50 Fort Frances Power 1-4.8% rc.5% 1L.7% 6.4% 5.6% s.1% s.7%
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57 North Bay Hydro 3.6% 5s% 5.8% 5.4% 8.2% 7.0% 6-9o/â

52 Erie Thames Powerl¡nes t4.9% 14.4% 3s% 7s% 7.O% 7.O% 7.3%
53 T¡llsonburg Hydro 73.5% to.7% 12.2% 19.5% 4.4% -0.5% 7.8%
54 Thunder Bay Hydro 9.6% 8.O% -2.8% 8.L% 7.4% 8.6% 8.0%
55 Greater Sudbury Hydro -2.4% T4.T% 16.7% 4.8% t4.9% 8.O% 9.3%
56 Oakvllle Hydro 7.6% 12.4% to.6% 73.8% 8.t% 6.9% 9.8%
57 Waterloo North Hydro -3.t% 6.4% 4.3% to.6% LL.O% 8.2% 9.9%
58 EnW¡n Ut¡l¡ties L7.8% t6.8% 239% to3% t0.9% 9s% to.3%
59 Hydro Ottawa -o.7% -2.60/o 7.8% 8.5% t2.7% L5.2% t2.I%
60 Rentrew Hydro L5.3% 183% 18.3% ]-5.7% 10.4% LO.6% L2.2%
67 Canadian Niagare Power 1.6.4% L5.60/o to.o% tt.o% t2.9% t3.o% L2.3%
52 Peterborough Distrlbution L4.0o/o 15.6% 13.2% 14.5% 74.5% LL.O% L33%
63 welltngton North Power 7.4% t8.o% 72.8% L7.t% 14.2% LL.8% 74.6%
64 M¡dland Power 76.4% t7.o% L9.6% L8.7% L5.2% L3.8% 15.9%
65 Festival Hydro 20.5% t8.o% 2O.2o/o L9.6% L6.6% L4.Oo/o L6.8o/o

66 PUU Ltrstnþutron -85% -5.2% 13.4% 22.7% 14.6% L6.2% Lt.8%
67 Woodstock Hydro 33.5% 32.9% 29.O% 259% 23.0% L95% 22.8%
68 Chapleau Public Ut¡lit¡es L7.S% t4.8% 24.O% 20.5% 27.7o/o 23.9o/o 24.O%

69 Hydro One Networks 58.6% 57.3% 58.7% 27.6% 30.o% 20.3% 26.0%
70 West Coast Huron Energy 14.4% 16.o% 34.8% 4r.4% 328% 33.5% 35.9%
77 I oronto Hydro 4L.7"Á 47.7% 45.L% 48.4% 49.9% 5r.5% 49.9%
72 Algoma Power 62.O% 68.t% 66.4% 69.t% 68.L% 70.6% 693%
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Annual Distribution Bill Comparison - All LDCs 2016 Rates
(monthly charge and volumetric rate)

ut¡lity Residentisl GS<50 GS>50 Overall Number ol

800 kwh % of Avg 2000 kwh % oJ Avg 250 KW % of Avg Ranking Customers

7 Hydro Hawkesbury S 188.16 55.3% s332.04 50.o% s7,3s2.88 57.9% 55.73% 5,499

2 E.L. K. s21e.48 64.5% s309.24 46.6% s6,994.14 58.8% 56.65% 12,398

3 Hearst (2015) 5264.72 77.6% S368.40 55.5% ss,923.44 49.8% 60.99% 2,718

4 Hydro 2000 $334.s2 98.5% s4es.84 74.7% 5s,247.9o 44.2% 72.43% t,221

5 Lakefront s266.r.6 78.2% $49s.92 74A% s11,31s.46 95.2% 82.62% 9,996

6 Peterborough 5272.64 80.7% $s84.75 88.1% s10,04s.44 84.5% 84.25% 35,058

7 Kingston s301.20 88.5% ss21.64 78,6% 510,222.!4 86.0% 84.38% 27,356

8 Westario $311.88 91.7% ss63.28 84.9% 59,171.84 77.2% 84.58% 22,822

9 Rideau St. Lawr. (2015) S302.28 88.9% Ss87.04 aa.4% s9,3s1.60 78.7% 8s32% 5,858

70 Bra ntfo rd s281.28 82.7% 5483.12 72.8% $11,96s.86 r00.7% 85.38% 38,789

71 Orangeville s3 16.20 93.O% 5627.48 93.6% S8,62s.90 72.6% 86.38% 11,685

12 Ottawa River s2s2.08 85.9% 5s64.24 85.0% S11,289.00 95.0% 88.61% 10,820

73 Burlington s3os.s2 89.8/o S63s.28 95.7% se,sss.32 80.4% 88.6s% 66,366

14 Thunder Bay s276.00 8t.t% s661.68 99.7% s10,248.78 86.2% 89.Ot% 50,482

1S Entegrus s301.68 88.7% sss7.60 90.o% S10,832.64 9t.1% 89.95% 40,503

76 COLLUS S311.88 91..7% ss76.6o 86.9% $10,861.39 91,.4% 89.97% 16,426

77 London S313.20 92.1% s636.60 95.9% Ss,zao.oo 823% 90.08% r52,544

78 Welland s32s.s2 95.8% sss7.16 83.9% 510,761.24 90.5% 90.09% 22,470

79 Hydro One Brampton S28s.12 83.8% s690.84 r04.1% $e,862.32 83.0% 90.29% 149,618

20 Northern Ontario Wires s40s.08 L20.3% 5718.44 1,O8.2% Ss,os2.3o 42.5% 90.33% 6,062

21 Guelph s36s.40 t07.4% 5s24.76 79.r% S10,21s.66 85.9% 90.80% 52,963

22 Essex S310.32 9r.2% s6e7.s6 1,O5.1% $9,260.s8 77.9% 91.4L% 28,640

23 Veridia n S313.68 92.2% $600.36 90.4% 511,112.06 93.5% 92.O5% tt7,494

24 Halton Hills ss0o.48 88.3% 5567.72 85.5% S12,231.00 1.02.9% 92.25% 21,534

25 Milton (DRO) s329.76 96.9% S616.20 92.8% 510,612.26 89.3% 93.02% 35,111

26 Renfrew (2015) s306.84 90.2% S7o3.8o 1,06.O% $s,870.s4 83.O% 93.O9% 4,246

27 Cambridge North Dumfries s3os.76 89.9% sso6.s2 76.3% $13,666.32 775.O% 93.72% 52,684

28 Tillsonburg s3s4.72 to43% s74e.o4 112.8% $7,164.18 65.3% 94.15% 6,935

29 0shawa $27o.84 79.6% ss69.04 85.7% s14,048.40 118.2% 94.51% 54,73r

30 Powerstream (DRO) s292.08 85.9% S6s9.40 99.3% S11,8s4.74 99.7% 94.98% 353,284

37 Woodstock 5367.44 ro8.0% $6s0.28 98.0% $e,472.62 79.2% 95.06% 15,745

32 Erie Thames s366.oo r07.6% S606.48 91,.4% S10,67 1.30 89.8% 96.25% 78,265

33 Embrun s320.75 94.3% sss8.84 84.2% $73,22s.16 r1,r3% 9659% 1,985

34 St.Thomas s33o.60 97.2% $669.84 1,OO.9% 5r1.,4s5.o2 96.4% 98.1.6% 1-6,918

i5 N iaga ra-o n-the- La ke s346.80 ror.9% s737.28 1,1,r.r% S9,801.r.8 82.5% 98/9% 8,672

36 WestCoast Huron s42s.28 725.0% 5642.72 96.8% $8,e64.00 75.4% 99.09% 3,797

37 Ke no ra $3it.s2 1,09.2% $611.04 92.I% s11,550.00 91.2% 99.48% 5,558

38 Wasaga 5292.20 85.9% 5s34.12 80.6% $1s,692.16 r32.0% 99.49% l-2,985

39 North BaV S330.48 97.1% 5t2t.o8 108.6% $ i.1,086.02 93.3% 99 68% 23,975

40 Midland S382.92 rr2.6% S663.60 1.OO.0% 5ro,390.74 81 .4% 99 98% 7,035

47 Festival $3so.s2 103.o% st46.04 1.12.4% 5ro,267.44 86.4% too.60% 20,362
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42 Brant County s338.76 99.6% s640.32 96.s% 5]-2,9s2.86 709.0% 10r.67% 9,971

43 Centre Wellington s32s.2o 95.6% s671.40 tot.I% s12,968.82 709.1% 101.95% 6,729

lu Kitchener-Wilmot $283.32 833% s626.88 94.4% s1s,819.06 !33.1% 703.60% 9I,743

45 lnnpower s431.64 t26.9% S611.16 92.r% s11,1s8.80 93.9% 1o4.28% 75,790

46 Sioux Lookout s460.20 135.3% 5708.72 1,06.8% s8,ss7.26 72.O% I04.68% 2,779

47 Horizon s341.76 100.5% s748.92 1L2.8/o 5r2,t47.66 702.2% 705.76% 240,O76

48 Enersource s286.92 843% $788.04 It$.7% s14,064.18 778.3% r07.13% 201,359

49 Greater Sudbury s312.84 92.Oo/o s708.48 to6.7% 514,822.28 124.7% ro7.80% 47,787

50 N¡agara Peninsula s396.72 11.6.6% s790.20 Ltg.O% sr.1,383.86 95.8% 710.48% 51,824

51 Lakeland S392.40 tts.4% $7s3.72 'J,!3.5% st2,245.22 103.0% tlo.64% 13,264

52 Hydro Ottawa S34o.so L00.2% 572s.t6 709.2% s14611.80 122.9% 770.79% 319,536

53 PUC Distribution s2s0.28 853% s687.24 103.5% 5t7,432.34 746.7% 1,17.84% 33,487

54 EnWin s329.28 96.8% s727.68 109.6% s1s,800.34 732.9% 713.12% 86,662

55 whitby s362.8S t06.7% s749.40 1,!2.9% s14,93s.92 725.7% \75.O8% 41,,488

56 Orillia 5334.08 98.2v 584s.04 727.3Vo s14,834.70 124.8% 1,76.77% 13,340

57 Grimsby (proposed) s387.48 1L3s% s8s8.36 t293% s12,982.86 109.2% t17.48% 11,038

58 Oakville (interim) s334.80 98.4% s807.48 L2t.6% irs,749.28 732.5% tr1.52% 66,530

59 Newmarket-Tay s323.28 95.O% s834.72 \25.8% $Ls,7s4.s2 I32.9% 177.89% 34,811

60 Haldimand County 5438.96 729.O% $779.28 777.4% $12,80s.02 to1.7% t78.06% 2L,323

61 Bluewater S¡sz.go 776.9% 5799.32 120.4% s14,722.08 r23.9% 720.40% 36,115

62 Wellington North $434.s2 727.7% Ss3o.12 'J,40.I% s11,20s.30 94.3% 720.77% 3,737
ß2 lÀ/rlorlnn Àlnrth ê?ar 2Â 114 

^ot
é?ÁE rf 44a ao/ èac c1a 1a

IJ J.J lO

64 Norfolk s4ss.64 133.9% s974.16 746.8% 5t4,827.2o !24.7% 735.I5% 19,559

65 Canadian Niagara S42i.2o 725.6% 5891.12 734.2% s21,88s.06 t84.t% 747.99% 28,627

66 Toronto Hydro s461.s7 135.8% sL,os2.7O 7s8.6% s21,534.03 7aL2% 1s8.51% 744,252

67 Algoma s6os.76 178.t% s16,876.98 742.O% 160.o3% 11,650

AVERAGE S340.18 s663.79 S11,886.16
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can certainly do t.hat for the next survey.

MR. SHEPHERD: Okay. So my nexl question is on 1

Staff 16, and I have some handouts which I sent to you.

MR. BEHARRIELL: YCS.

livtr. Shepherd passes documents out to intervenors

and witness pane1. l

MR. SHEPHERD: So we are not singling you out.

Everybody gets this table. Some people look better than

others on it.

MS " DJURD.TEVIC: In the meantime let's make this an

exhibit. So it wil-l be KTC1 .2 .

EXHIBIT NO. KTC1.2: H.AI{ÐOUT.

MR. SHEPHERD: And f want to start with the

benchmarking resufts. So we have six years of benchmarking

results here. Threse are afl from the PEG studies.

MR. BEHARRIELL: YCS.

MR. SHEPHERD: FirsL of all, have you checked to see

whrether these appear to be accurate to you?

MR. BEHARRIELL: They appear to be accurate, Yes.

MR. SHEPHERD: Al1 right. And so and then you have

admitted your benchmarking isn'L that good, ríght? You are

not benchmarking well relative to your peers. Fair?

MR. BEHARRIELL: I think the benchmarking model

benchmarks us relative to ourselves in terms of what the

modef expects our costs to be and what it calculates our

actual costs to be, and so that

MR. SHEPHERD: You think this compares you to

yourself? Because that is not what PEG said. What PEG

(613) s64-2727
ASAP Reportíng Services trnc.

(416) 861-8726
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said is that they're creating a sLandard for the Ontario

industry.

MR. BEHARRIELL: YeS.

MR. SHEPHERD: They're comparing you to that sLandard.

Expect it is the standard, right?

MR. BEHARRIELL: And it produces an expected cost for

each utility and a calculated actual- cost for each utility,
\/ê c
_¿ "s.

MR. SHEPHERD: Okay. So you have been wel-I above

expected cosLs for years, right?

MR. BEHARRIELL: According to the model, yes.

MR. SHEPHERD: Well-, okay. So is the model wrong?

MR. BEHARRfELL: I think the model was developed in

the context of benchmarking to put. utilities into cohort

groups for IRM ratemaking.

It has just recently been introduced as a filing

requirement in the cost of service, in terms of, you know,

filling out the OEBrs bench.marking forecast model.

So f am not saying the model is right or wrong. I'm

saying it provides a predicted cost and it calculates an

actual cost, which isn't, you know doesn't tie in any

way to our revenue requirement. Some portions of it are

actual costs. Some portions of it are calculated capital

acLual costs. And this is the result that it produces.

MR. SHEPHERD: So you're not saying you're askj-ng for

for example, you're forecasting 16.2 percent above

expected. So yourre not saying if I understand what

you're saying, you're not 1-6.2 percent above what you

(61s) s64-2727
ASAP Reporting Services Inc.

(416) 861-872t7
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should be on revenue requirement?

MR. BEHARRIELL: ThAI's COTTCCT.

MR. SHEPHERD: So why do you think that.?

MR. BEHARRfELL: Because the cosLs calculated by t.he

model, even though they're labelled as actual costs in the

model, they don't tie specifically to the revenue

requirement.

MR. SHEPHERD: So then what can you learn from t.his

benchmarking comparison? You as a utility. What can you

]earn from it?

MR" BEHARRIELL: From the comparison that you provided

tls

MR. SHEPHERD: Well, Lhe comparison f provided and the

comparison that yourve done yourself for 2017.

MR. BEHARRIELL: So f think what we can learn from

that comparison is that, you know, the model- produces a

result, and we have to look at. whether we have justifiable

cost drivers that maybe aren't captured by the model that.

have influenced our application, and whether those cost

drivers are meaningful and justified and appropriate in the

context of this cosL-of-service application.

MR. SHEPHERD: That doesn't sorrY, maybe I

misstated my question. I am trying to understand how you

can take j-nformation from the benchmarking data that the

Board has stipulated --

MR. BEHARRIELL: Right.

MR. SHEPHERD: -- take that information and improve

how you run your utility.

(613) s64-2727
ASAP Reporting Services Inc.

(416) 861-8728
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MR. BEHÄRRIELL: Well, I don't think we make budgetary

decisions based on the results of this benchmarking model,

specifically for the reason that, A), it doesn't capture

all the cost drivers, and B) , it doesn't calcul_ate costs

that ties t.o revenue requirement.

MR. SHEPHERD: So you just ignore it when you do

budgets?

MR. BEIIARRfELL: f never said we ignore it.
MR. SHEPHERD: You said you don't take it into

consideration" I am just trying to understand.

MR. BEHARRIELL: Sorry, so we don't let. it be the sole

ínfluence of our budgeting process. So if it produces a

resul-t and we're still in the fourth cohort group with
these result.s, the results are up and down hist.orically
over certain years

MR. SHEPHERD: Well, that's why we gave you the six
years. And now of course we have eight years, because \ive

have or we have seven, because we have 201-j, because you

were improving from 2010 to 2012, and then you sort. of

slowly are starting to get worse and worse, and now you are

as bad as you were in 2010.

MR. BEHARRIELL: When we looked at the pEG report,
they specif icalJ-y mention that. in 20L2, a l_ot of

distributors Iooked like they were improving. There ü/ere

data quality issues, I believe, related to certain Smart

Metering costs associated with that. model.

So again, there are flaws in the model-, and. while we

accept the accept the resu1ts of the model for core and

(613) s64-2727
ASAP Reporting Services Inc.
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group assignment for IRM benchmarking, we don't believe

that the model is an appropriate toof to run our business

by.

MR. SHEPHERD: So how do you use the model in doing

budgeting? Like, do you use it as sorL of a target in any

way?

MR. BEFIARRIELL: No, we do not.

MR. SHEPHERD: NO?

MR. KING: No.

MR. SHEPHERD: AlI right.. The Board appears to be

going in the direction of giving more weight to

benchmarking, right?

MR. BEHARRIELL: Right, and I would expect - Yês,

sorry/ yes.

MR. SHEPHERD: And so I guess a lot of people in the

sector -- and maybe not you, but a lot of people in the

sector think that at some point, your budgets are going to

hrave to be constrained by benchmarking results.

I guess my question is and I am not asking you to

agree with that. But my question is, do you have a pJ-an to

get your benchmarking results more closer to your expected

costs?

MR. BEHARRIELL: Well, I think whaL you have suggested

is a fundamental change in the industry, if the Board

expects budgets to be tied to benchmarking results.

And I would expect that in t.hat. case, that there would

have to be significant stakeholder consultation. We woul-d

have to potentially engage consultanLs to review, Yoü know,

(613) s64-2727
ASAP Reporting Services Inc.

(416) 861-874D
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the model as a whol-e, and how it relates specifically to

our utility, whether the values that are staL,istically
signifícant on the province as a whole are in fact
appropriate Lo a utility.

Yourre t.alking about a fundamental change in process.

MR. SHEPHERD: Okay. And that's why I didn't ask that
part of the question. But. that's fine, that's useful.

But what I am asking is about your planning. you have

the Board telling you that your costs are too high relative
to where they shoul-d be.

Do you have a plan to get them back in line not

back in line, but in line for the first time with expected

costs ?

MR. KING: Jay, when we do our budgeting, we are aware

of where we stand wit.h regard to cohorts, but it is not a

dri-ver.

You know, we fook at our costs and we look for
efficiency ímprovements. We look for reliability
improvements in customer service, but. it doesn't thís
PEG report doesn't drive our business decisions. We are

aware of it. We would like to get there. ft is a bit of a

myst.ery, some of the numbers that come out of it. But in
our budget, we are always looking for efficiencies.

MR. SHEPHERD: All right. So then the other part. of

this is, of course and you have saíd the pEG results
aren't comparabl-e to your revenue requirement. But in
fact, your rates are significantly higher than the averages

in the industry, right?

(61s) s64-2727
ASAP Reporting Services Inc.

(416) 861-87ry1
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We have given you a table of all of the 2016 approved

rates to see what t.he distribut.ion charge is for each

category, and you appear to be higher on all of them, and

among the highest in the province.

And. so my question ist (a) is it reasonable to think

t.hat that is because your actual costs are higher than

expected? Is there a tie between the two? And (b), do you

have a plan to get your rates back down to industry

averages?

MR. BEHARRIELL: I don't accept that there is

necessarily a tie between the two, f guess/ nor do I accept

that the rates loetween all ut.ilities in the province should

be equal as a starting point.

Different, businesses have differenL cost drivers,

differenL customer counts, different t.hroughputs, different

cost pressures " Thatts what rates come from; they come

from revenue requiremenL, customer accounts

MR. SHEPHERD: I would understand if you were in the

middle of the pack, but you are almost the worst" In terms

of rates, you are almost the worst.

I mean, is only your affiliate and Toronto-Hydro, who

nobody thinks has good rates , :-L's only those Lwo that are

worse than you. I guess I don't understand -- and if I am

starting to get into cross-examination, I apologize. I am

not j-ntending to.

I am actually trying to give you an opportunity to

explain how you view this data. How does this drive what

you are doing?

(61s) s64-2727
ASAP Reporting Services Inc.
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MR. BEHARRIELL: So again, I think, you know, I

mentioned where rates come from, from revenue requirement,

from customers, from throughput.

And I think you know, Lo really answer your question,

I would have to understand whether every one of these

utilities on the list. is investing capital at, you know, a

sustainíng pace; are they over investing, under investing?

Simple differences between, you know, weighted average cost

of capital, investment levels, things lil<e that would alI

influence these rates.

So, you know, I can't tell- you where we should be in

relation to other utilítíes.

MR" SHEPHERD: Al-I right" My next question is on --

oh, that's aII of my questions on section 1.

MR. BEHARRIELL: Thank you.

MS. D.IURDJEVfC: Okay. Anybody else have questions on

Exhibit 1 or any follow up?

CONTINUED QUESTIONS BY MR. G.ARNER:

MR. GARNER: f f I coul-d fol-l-ow up Mr. Shepherd's thing

on the model.

The thing - and agaín, f don't want to bel-abour it,

but. the thing that I guess T'm trying to grapple with when

you talk about that is, it would seem Lo me based on

what you've said -- is you're describing that the model

somehow is non-refl-ective of things that can happen aL CNPI

that don't happen somewhere else, or

So wouldnlt your next step be to dj-scover what it is

that you think makes those differences, why those

(613) s64-2727
ASAP Reporting Services Inc.

(416) 861-8748



Canadian Niagara Power lnc,
EB-201 6-0061

Response to lnterrogatories
Page 1 of I

Filed: October 19, 2016

2-StalÍ-47
Ref: E2lAooendix E - CNPI 2014 OEB Peformance Scorecard - Cost

Control: Total Cost per Customer, pq. 5 of I
At the above reference, it is stated that:

Total cost is calculated as the sum of CNPI's OM&A costs, including depreciation
and financing costs. This amount is then divided by the total number of customers
thatCNPl serves to determine TotalCost per Customer. The cost performance
result for 2014 is$749
icustomer which is a 3.2o/o increase over 2013. However, CNPI's Total Cost per
Customer has increased on average by only 1.3% per annum over the period
2010 through 2014.This compares favorably with the Consumers Price lndex
(CPl) over the same period.

Please provide calculations showing how the forecast operating expenditure
increases of over 6% per annum in 2016 and 2017 will impact the reported
Scorecard results on an overall and per customer basis.

RESPONSE:

The following table summarizes CNPI's 2015 through 2017 results from the

output of the revised version of the OEB's Benchmarking Spreadsheet Forecast

Model filed in conjunction with these interrogatory responses. Rows have been

added to provide the forecast number of customers, as well as the forecasted

Scorecard Total Cost per Customer.

Cost Benchmarking 5ummary

2015

(Actual)

2016
(Bridee)

2077

(Test Year)

A "Actuol" Totol Cost 22,334,375 23,734124 25,708,814

B Predicted Totol Cost 1-9,620,562 20,383,1-00 21,862,804

C=A- B Difference 2,773,973 3,3s7,025 3,846,011

D=LN(A/B) Pe rcentage Diff erence (Cost Perf ormance) t3.o% 75.2% L6.2%

E Three-Year Average Performance ,L3.Z7o 73.7% t+,o/o

F Number of Customers 28,713 28,788 28,863

G=A/F Scorecard Tota I Cost pe r Customer 718 824 891

14
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OùI&A CALC TLATIONS
(hrcludes Property Taxes and LEAP)

2013 BA 2013SECTION I ADJUSTùTENTS TO OI\'t&.,{.

Totat OM&A - Exlìibìt 4 - Table 4.1.1.1 & l-Sraff-l7
Velricle Depreciation - Exhibit 4,Table 4221 &.4-EP-15
Àdjusted Total
7o Increase per Year
7o Average Annual Compound Increase 2013 to2017

2014

9,434,813

0

9,434,813

2.38Vo

2014

28,627

0.15%

2014

t 70%
0 00%
0A5%
t.25%
0.07%

7,320/o

2014

20t5

9,5 1 8,933

0

9,518,933
O.89'/"

20t6 2017

SECTION2 CUSTOÙIERS 2013 BA

28,438Customers -Exhibit 4 - Appendix 2-L
Customer Grorvth
7o Average Annual Cornpound Increase 20 13 to 2017

18 SECTION3 ESCALATORS
19

20 Inflation (1)

2l Base Productivity
22 Stretch Factor

23 Sub-Total (lines 20 -21 -22)
24 Customer Growth - PEG Customer Elasticity 0.4-t48

25 Total Escalator (lines 20 -21 -22+24)
26

27 SECTION 4 OìVI&A GROWTH AT ESCÄLATOR
28

29 Adjusted OM&A Growth - Based on Escalator (line 25) - 2013 BA Sta¡t

30 Test Year Forecast (line 8)
31 Test Year Reduction
32

33 Adjusted OM&A Grorvth - Based on Escalator (line 25) - 2013 Start

34 Test Year Forecast (line 8)

35 TestYearReduction
36

37 Adjusted OM&A Growth - Based on Escalator (line 25) - 2014 Start

38 Test Year Forecast (line 8)
39 Test Year Reduction

40

4l Adjusted OM&A Growttr - Based on Escalator (line 25) - 2015 Start

42 Test Year Forecast (line 8)

43 Test Year Reduction
44

45 Adjusted OM&A Grorvth - Based on Escalator (line 25) - 2016 Start

46 Test Year Forecast (line 8)
47 Test Year Reduction

48

49 Average

50 Average (excluding Bridge)

5l Average (excluding BA)
52 Average (excluding BA & Bridge)
53

54 NOTES
55 (t) Inflation rates taken from OEB website lor each¡,s¿¡

56

2017

9,965,492 10,086,753 t0,419,494
r0.574.723
-155,229

9,215,063 9,336,4t7 9,450,024 9,611,081 9,761,760

10.574.723

-812,963

9,434,813 9,549,617 9,712,37t 9,864,638

10.574.723

-7 10,085

9,518,933 9,ó81,1ó4 9,832,942

Hffi
r0,130,816 t0,289,644

t0.574.'t23

-285,079

-541,027

-605,0 l4
-637,477

-754,9.13

9,835,96 r

0

9,835,961

8,864,063

3 51.000

9,215,063

-6.31y"

2013

28,584

0.51%

2013

9,835,96 1

10,130,8 16

0

10,130,816
6.43y"

10,574,723

0

10,574,723
4,39oÂ

3.s0%

20r'l

28,78r
0.26vo

0.t7y,

2017

2015

28,670

0.1s%

2015

l.60Vo

0.00%

0A5%
t.t5%
0.0'7%

20t5

20t6

28,705

n.nYo

2016

2 t0%
0 00%
0 4s%
1.65%

0 05o/r

7,700/o

20t6

10,258,662

| 90%
0 00%
0 45%
r 45%
0 12yo

1.57"1'
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Canadian Niagara Power lnc.
EB-201 6-0061

Response to lnterrogatories
Page 'l of 3

Filed: Octobe r 19, 2016

2-Staff-25
Ref: E2lAooendix A - 2016 Dis tribution Svstem Plan (DSP) -

Section 5.2.1.2. Sources of Cost Savings Expected, pq. 28-29
of163

At the above reference, it is stated that:

Overthe previous cycle, CNPI has undedaken many proceduraland policy
improvementsto improve efficiency in the operation of the system that are
expected to show positive results with respect to cost savings and efficiencies

CNPI has identified the following sources of cost savings and efficiencies
expected to be achieved over the forecast period:

. Targeted Asset Replacement Programs

. Distribution Automation (DA)

. Standardized Designs

. Mobile Computing

. Distribution System Line-Loss Reduction

a) Please quantify the expected annual operational savings that will
resultfrom implementation of the following cost saving sources:

a. Targeted Replacement Programs
b. Distribution Automation Programs
c. Standardized Design Programs
d. Mobile Computing Programs
e. Distribution System Line-Loss Reduction

b) Are the trends in capital and O&M spending related to these cost
savings being tracked?

a. lf yes, please provide this data.
b. lf no, please describe the steps being taken by CNPI going

fon¡vard to ensure adequate tracking of O&M spending
trends and costsavings trends.

RESPONSE:

t6



Canadian Niagara Power lnc.
EB-201 6-0061

Response to lnterrogatories
Page 2 of 3

Filed: Octoberlg,2016

a) See response below:

a. Please see CNPI's response to 2-Staff-24 for a quantification of cost

savings on a per-pole basis. CNPI expects a lag between the ramp-up

of pole replacement levels and a definitive downward trend in pole

failure rates and is therefore unable to quantify an expected annual

operational savings in the short term.

b. The Distribution Automation program is focused on enhancing

reliability rather than economic savings.

c. The Standardized Design Programs and Mobile Computing Programs

are expected to provide labor-saving efficiencies for Planning statf and

Line staff that will allow them to perform their required tasks more

efficiently. There have been many process changes in recent years

due to increased demands from safety, regulatory, legal,

and environmental stakeholders that have significantly increased the

effort required to design, plan and execute projects. Examples of

process changes with upwards pressure on costs include, but are not

limited to, the introduction of requirements for non-linear design in

recent CSA standards updates and the introduction of Habitat

Stewardship procedures driven by the requirement to ensure on-

going compliance with environmental legislation such as but not

limited to Species at Risk, Clean Water, Fisheries and Wildlife.

lmplementation of the Standard Design Programs are anticipated to

allow CNPI to continue to meet all of its current and above noted

increasing obligations without affecting Engineering stafi levels.

,rr7



Canadian Niagara Power lnc.
EB-201 6-0061

Response to lnterrogatories
Page 3 of 3

Filed: October 19, 2016

There will be some direct savings, as the Mobile Computing Project

is expected to save $12k per year in avoided processing and

distribution costs of updates to Operating System Mapbooks.

d. See response to c) above

e. Any savings associated with Distribution System Line-Loss Reductions

would flow{hrough to CNPI's ratepayers through lower charges to the

cost of power variance account. CNPI's operating costs will not be

impacted as a result of line loss reductions.

b) No.

a. N/4.

b. CNPI is not intending on establishing any formal monitoring of O&M

spending trends at a level of granularity sufficient to track the costs

discussed above. This would require a substantial increase in

effort for limited value. lt is likely that establishment of such

tracking measures would trigger the addition of one or more full-

time clerical or analytical staff.

t8



Canadian Niagara Power lnc,
EB-201 6-0061

Response to lnterrogatories
Page I of4

Filed: Octobell9, 2016

2-Staff-28
Ref: E2lAooendix A -2016 Distribution Svs Plan (DSP) -

Section 5.4.1.7: Expected System Development over the
Planninq Horizon - SmartGrid Developments, pq. 54-55 of 163

At the above reference, it is stated that:

CNPI will continue to invest in the following technology-driven Smart Grid
programs thatare already underway at CNPI:

1) Distribution automation through the targeted installation of reclosers,
automated switches and fault indicators. CNPI intends to continue with its
efforts to integrate such facilities with its SCADA and Outage
Management System (OMS) applications

2) Substation Protection Upgrades - CNPI will continue with its program
to replace legacy fuse protection with relay-controlled reclosers to
improve reliabilityand protection, and improve SCADA controllability
of its feeders.

3) GIS / OMS - CNPI will continue to make select investments in its GIS and
OMS systems to meet the needs of its external and internal stakeholders.
The focus willbe on improved operational efficiencies and improved
customer communications.

Do new lnformation Technologies and Smart Grid developments improve
CNPI's labour productivity and/or system reliability?

i. lf yes, how does CNPI measure and track these impacts?
Please provide detailed examples.

il lf no, what are the key benefits of new lnformation
Technologies and Smart Grid developments?

RESPONSE:

CNPI's deployment of "smart grid" technology is fundamentally focused on

improving system reliability and outage response time. From the

distribution system perspective, CNPI evaluates monthly feeder based

outage statistics and targets areas of poor performance with protection

and automation enhancements where feasible.

l9



Canadian Niagara Power Inc.
EB-201 6-0061

Response to lnterrogatories
Page 2 of 4

Filed: October 19,2016

For example, in 2015, the 17L67 feeder, servicing approximately 5,422

customers in the Fort Erie service area, was least performant in terms

of SAIDI and SAlFl. The Feeder-SAlDl (F-SAlDl) value was 0.83 and

the Feeder-SAlFl (F-SAIFl) value was 1.77 for the period. CNPI

completed the implementation of protection upgrades and

introduced additional sectionalizing capability on the feeder to

improve coordination and restoration capability. ln the first six months of

2016, the F-SAIDl value is 0.00039 and the F-SAIFl value is 0.00062 for

the 17L67 feeder. While the balance ol 2016 will likely see some

addition to these indices for the feeder, perlormance to date has

demonstrated significant improvement.

CNPI continues to monitor feeder level performance to identify year over

year trends in SAIDI and SAIFI performance. Feeders with diminishing

performance are analyzed to determine if technology deployment would

benefit reliability and response time.

CNPI's GIS system models electrical connectivity from transformer station

breaker to the customer's meter. The GIS provides operational staff with

a single point of interface to support map based workflows and to provide

asset information. The GIS model also supporls system planning

processes with tools for spatial analysis, engineering analysis, and

environmental management.

CNPI utilizes an Outage Management System (OMS) in day to day

operations which leverages the GIS connectivity model. The OMS

uses this electrical connectivity model to support outage prediction.

The fundamental advantages of the deployed outage management

capabilities are:

20
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Canadian Niagara Power lnc.
EB-2016-006.1

Response to lnterrogatories
Page 3 of4

Filed: October 19,2016

Outage Prediction Functionality: The outage predict¡on engine

performs real time analys¡s of incoming calls to determine the probable

failed device. This functionality eliminates the requirement for

operational staff to translate calls into an outage event which reduces

the overall response time for outages. This is particularly

advantageous during significant events, allowing for prioritization of

outages by critical customers and customer count.

Automatic Vehicle Location: Crew location is tracked in real time on the

outage management dispatch console, allowing operators to make

informed decisions regarding work allocation. This ensures that the

crew most equipped and available are tasked with responding to
:_----ourage evenrs, tmprovtng overail ouïage response Itme.

Web-Based Outage Portal: CNPI has deployed a web-based outage

poftal which provides real time outage information to internal staff.

This tool is used by customer service and operational staff for a

depiction of outage status. This functionality significantly reduces

verbal interaction between the control room and customer service staff,

ultimately providing improved accuracy and timeliness of information to

customers.

ln addition to the aforementioned reduction in outage response times

in this environment, the OMS is also integrated with CNPI's SCADA

system. This integration combines real time device status input with

inbound customer call data, as inputs to the prediction engine. The

result is rapid prediction of outage events on the distribution system.

Again, this is a significant, positive impact, to overall response time as

21



Canadian Niagara Power lnc.
EB-201 6-0061

Response to lnterrogatories
Page 4 of 4

Filed: October 19, 2016

CNPI operational stafl are immediately provided detailed information

on outage scope and location.

ii. N/A

22
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are goj-ng to save because of these things?

MR. BEHARRIELL: We don't reall-y have a good history

orì, you know, how many after-hours outages would avoid a

truck roll. So it's you know, I gave you that

hypothetical example. As we g'et into this, you know, we

can start quantifying that and have some history to

MR. SHEPHERD: There is no dolfars in your budget

for

MR. BEHARRTELL: NO.

MR. SHEPHERD: -- those savings?

MR. HAN: No, before okay.

MR. SHEPHERD: Thanks.

Then I wanted to turn to 2 St-aff 25 - And Board Staff

quoted your comment that yourve undertaken many procedural

and policy improvements to improve efficiency and -- et

cetera that resuft in cost savings.

So I want to look at your response (c), and you have a

bunch of examples of upward pressure on costs, but I didn't.

see you id.entifying where the savings are coming from.

It appears that what you're saying is that ít's going

to cost you just as much as before, but you are going to be

able to do more.

MR. BEHARRIELL: We're goíng to be able to meet those

increased cost drivers without adding staff as a result of,

you know, a sum total of these marginal cost-efficiency

ímprovements, you know none of those items on their own

reduce a whofe FTE. But they may make a task that

previously took an hour, sày, take 50, 55 minutes, and over

(613) s64-2727
ASAP Reporting Services Inc.

(416) 861-8749



1

)

3

4

5

Ã

7

I

9

10

t_1

I2

13

t4

15

L6

L7

18

L9

20

2L

aa

23

24

25

)6.

28

r01

the course of a monLh that adds up, and these other cost

pressures are taking that same task that would have taken

an hour and making it take, /ou know, hour and ten minutes,

an hour and 15 minutes, so the two are offsetting.

MR" SHEPHERD: So from the customer's point of view

they're spending more money and theytre not getting

anything more, but the reason they're not getting anything

more is because of government or regulatory policy

decisions that are reqlliring you to do more.

So the customers are getting something more from a

policy point of view but not from a distribution point of

view; is that faír?

MR. BEHARRfELL: That's correct, yes.

MR. SHEPHERD: My next question is on 2 SLaff 28" We

talked a l-ittle bit about this already. You have talked

about the fact that your GIS gives you better information

and your new outage management system is drawing on the

capabilities of the GIS, right?

MR. BEHARRIELL: YeS.

MR. SHEPHERD: So there is going to be a bunch of

savings there, buL you haven't cosLed any of those yet.

You don't know what those savings are going to be?

MR. BEHARRIELL: Correct, y€s.

MR. SHEPHERD: The outage predict.ion functionality,

are you doing that yet? Are you predicting outages yet?

MR. KILFOIL: We're not predicting outages. Once an

outage occurs werre predicting the extent of Lhe outage and

how to respond to it. It ís a t.riaging (sic) tool. It

(61s) s64-2727
ASAP Reporting Services Inc.

(416) 861-8744



1

)

3

4

5

6

7

9

10

1t_

L2

l_3

L4

15

t6

I7

18

L9

20

2I
aa

23

24

25

26

27

28

108

doesntt guess when an outage is going to happen sometime l-n

t.he future. It makes for much more rapid identification of

the extent of any given outage, so

MR. HAN: Here is how it works, just a simplified

answer " I have got one caff on an operator. I have one

call-. You called me and say you have no po$/er. f know

where you are on my map. Okay. This is my GIS. Okay.

You're there. And then f am going to send a truck to you.

But where? It can be your house, the device above you, or

device above that.

Now, meanwhile I am sending a truck to you, I get

another cal1, and he is calling -- your neighbour call, so

I look at you and your neighbour, oh, both of you are

sending supplied from the same transformer" Pot.entially

it is a transformer problem.

And then the third t.he customer caII is a different

transformer.

MR. KILFOIL: But same street.

MR. HAN: On the same street. Now it is a line

problem.

So I can save the outage time by sending my crew to

the probfem now. It is not 100 percent right.

MR. SHEPHERD: Now, part of this and I take it t¡ris

is not the same system, but. it is a related system, is you

now know where all your vehicl-es are too, right?

MR. HAN: Oh, sure. We can.

MR. SHEPHERD: fs that part of your GIS or ís that

part of a different system?

(613) s64-2727
ASAP R.eporting Services Inc.
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MR. HAN: It requires the equipment the vehicle

equipped with a GIS before we know where they are "

MR. SHEPHERD: Which not al-l of them are yet?

MR- BEHARRIELL: Correct, yes.

MR. SHEPHERD: And t.hat saves you money too, right?

Because you can identify where the probl-em is

MR. BEHARRIELL: I don't know if it saves us money,

but in a mass outage scenario when you have vehicles aII

over the place and you have outages all over the place, you

can more efficient.ly decide which crews respond to which

outage by knowing where the vehic1es are wit.h certain cre\^/

components and in relation to Lhose ouLages.

At the end of the day in a mass scenario like that.

when you have tonnes of crews out on overtime, if they get

everything wrapped up half an hour early then, yes, maybe

there is a marginal savingrs, but

MR. SHEPHERD: And t.hen the last component of this is

that I am -- from this example is I am on page 3 --
is the web-based outage portal, which is not so much for
your cusLomers. This is internally, right?

MR. BEHARRfELL: Right.

MR. SHEPHERD: This is gíving you internal information

on outages.

MR. BEHARRIELL: Yes.

MR. SHEPHERD: Again, that saves you money, right?

The more information you have the more efficiently you can

respond, right?

MR. KILFOIL: It is more of an increase in available

(613) s64-2727
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information than a money savings. We make a better

decision, not necessarily cheaper decísions.

MR. SHEPHERD: BeLter decisions save you money, right?

MR. BEHARRIELL: Well-, but I think when you talk about

that outage portal/ so a cusLomer-service staff that's

taking the calls duríng the outage during regular hours,

they now hrave information on the extent of that ouLage "

So, yes, they might be able to minimize the call time

with a customer during that outage. Are we reducing an FTE

because of that? No, werre not. So there is no direct

cost savings. We have better ínformation to supply to our

cusLomers.

MR. SHEPHERD: None of these things are reflected in

cosL saving in your budgets right now? Right? They may be

in the future, but not right now.

MR. BEHARRIELL: True.

MR. SHEPHERD: Okay. My next question is on 2 Staff

34. 2 Si-aff 34, you talk about these two major projects

that you are going to be doing. They're both delta to Y

conversions, I g'uess , are they? Yes?

But what you said. is that even though they're two big

Projects, you are actually going to split them into a

number of sub projects. Can you describe how that works?

MR. KILFOIL: WelI, when we assign jobs to planners

who go out there and plan specific work to be gone by line

Crews, we don't say here's five million dollars go do it.

We break it down into much more manageable pieces to be

planned, and staked, and performed more efficienti-y.

(613) s64-2727
ASAP Reporting Services Inc.
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However, we do bel_ieve we have some savings, because

we use the same manpower level, a combination of a lot of
requirement over the last five years or four years, without
increased staff level.

MR. WALSH: Okay.

MR. HAN: Does that make sense?

MR. IÍALSH: Yes, thank you.

Let me just quote from t.he same question -- in here

l-et me just read the quote. It said that 2 percent

inflat.ion is a reasonable balance between inflationary
pressures and the offsetting nature of product.ivity

improvements and additional cost drivers -

fs there somewhere in your, either in the DSp or in
the filing, where you have your inflation assumption?

MR. BEHARRIELL: I will have to find that reference¡

but I believe it is somewhere in Exhibit. 1 -

MR. WALSH: Do you know what it is offhand?

MR. BEHARRIELL: I will have to look for that to find
that reference for you.

MR" WALSH: I guess the questíon is, if it is
different than 2 percent, then I guess t.he question is,
then is there any productivity t.hat's bringing t.hat number

down?

f am imagining that. inflation goes up, productivity
pushes it down, and consequently this 2 percent number

would be below the inflationary number, but I am just

trying to seek cl-arification on that.

MR. BEHARRfELL: So we do have productivity

(61s) s64-2727
ASAP Reporting Services fnc.

(416) 861-8748



1

a

3

4

5

6

7

9

10

11

I2

13

1-4

15

T6

I7

18

L9

20

2I

))

24

25

zÕ

21

28

18

improvements. We will al-so have cost drivers that are in

excess of inflation" So our assumption 2018 forward is

that 2 percent is a reasonable balance between those two

items.

MR" WALSH: Okay. Thank you.

MR. SHEPHERD: So I have a fol1ow-up on that as well.

I had the same thíng. It looks like it is zero

product.ivity, right? The net of the additíonal cost

drivers and the productivity benefits is zero.

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

purpose of presenting O&M cost.s 2OI8 forward, yes.

MR. SHEPHERD: But then you have things like these

additional programs that you are saying are additional cost

drivers. And theyrre not offset by productivity benefits,

right? You have a líst of additional cost drivers that you

are saying are pushing your costs up and you are adding

those.

MR. BEHARRIELL: Yes, we are.

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

by productivity improvements.

MR. BEHARRIELL: That is our forecast fot 20L8

forward.

MR. SHEPHERD:

true?

MR. BEHARRIELL:

additional programs,

meLering, et cetera,

drivers for various

Okay. So 20L6 and 2017, that is not

For 2016 and 2017 we have identified

such as the emeral-d ash borer, míssed

pole test.ing, that are additional cost

reasons that are not offset. by

(61s) s64-2727
ASAP Reparting Services Inc.
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MR. SHEPHERD: Okay, thanks.

MR. V'IALSH: I just have a cl-arifying question. On the

emerald ash borer program, how many years do you expect

that is t.o last, and does it dissipate over -- are the

costs higher in the initial years? Or is it sort of a five
years and -- what does the anticipated spend on addressing

that issue l-ook like?

MR. HAN: We hired a consul-tant. They did a study on

t.hat. And my understanding is, once a tree is infected, it

is predicted in three years the tree wilt be dead" But

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

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

The other piece of information, there is a projection

of t.he next seven years seven to eight years most of the

Lrees in the Niagara region will be dead, in the -- you

know, emerald ash tree will be dead.

So we're thinking it is a prudent we don't rea1ly

know. This is a ner^/ program. I¡ie really don't know what ít

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

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

safety working zorre for them to remove tree or improve

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

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

to underground locates. We do not charge people for

underground locates, but thís is a safety issue. If we

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

this is a similar thing.

(613) s64-2727
ASAP Reporting Services Inc.
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CANAÐ.IAN N]AGARA POWER INC"

ê,FORIIIS.,',,.,.',,
tÐùpltaf

AIgoma Power Inc,
.s -Ë'O.[Tf ' [S.'.' . 

",^

Re

September 22,2016

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street
Suite 2700
P.O. Box 2319
Toronto, ON 1\A4P 1E4

Dear Ms. Walli

Go¡¡sulreloN oN THE REGULAToRY TREATMENT oF PrHslotls
n¡¡o OrHeR Posr EruploYMENr Be¡¡erlr Cosrs (EB-2015-0040)

ln response to the Board's letter of August 10, 2016, please find accompanying this letter, the
submissions of Canadian Niagara Power lnc. ("CNP|") and Algoma Power lnc. ("APl"). ln addition
to the general submissions requested in the August 10 letter, CNPI and API have provided additional
submissions relating to their respective unique circumstances and prior proceedings before the
Board in relation to Pension and Other Post Employment Benefit Costs.

lf you have any questions in connection with the above matter, please do not hesitate to contact the
undersigned at (905) 871-0330 extension 3278.

Yours truly,

Original Signed by

Gregory Beharriell
Manager, Reg ulatory Affairs

Enclosure
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Comments Specific to CNPI and API

Pension and OPEB History - CNPI

Prior to July 1999, all CNPI employees were eligible for participation in the CNPI Defined

Pension Plan (the "DB Plan"). Beginning in July 1999, the DB Plan was closed to new entrants

and remained available for only those active employees that, at that time, elected to remain in

the DB Plan. All employees hired post July 1999 and those employees that elected to exit the

DB plan are eligible for participation in the CNPI Defined Contribution Plan (the "DC Plan").

With the inception of the Port Colborne H,vdro lease arrangement in A.pr'!l 2002, CNPI acquired

employees who were active participants in the Ontario Municipal Employees Retirement System

('OMERS'). At that time, CNPI became an Associated Employer within OMERS

accommodating the continued participation of the "acquired employees" in OMERS as well as

recruited employees from an OMERS Employer. Othen¡uise, new employees are not eligible for

OMERS enrolment.

CNPI also provides certain extended health and dental benefits, ("OPEB"), on behalf of its

retired employees.

Pension and OPEB History - API

Effective July 1, 2009, employees of the distribution division of Great Lakes Power Limited

(.GLPL')were transferred to a separate company, Algoma Power lnc. (formerly Great Lakes

Power Distribution lnc.). These employees were members of the Retirement Plan of GLPL prior

to July 1,2009. The Retirement Fund of Algoma Power lnc. (the "DB Plan") was established for

the employees transferred to Great Lakes Power Distribution and for future eligible employees.

On January 27,2011, the Financial Services Commission of Ontario approved the transfer of

assets from the GLPL Plan to the DB Plan. Full time unionized employees are eligible to

participate in the DB Plan. All full{ime, permanent, non-unionized employees are eligible for

participation in the API Defined Contribution Plan (the "DC Plan").
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API provides certain extended health and dental benefits, ("OPEB"), on behalf of its retired

employees.

Uniqueness of GNPI and API

As detailed in the previous section, CNPI currently administers three forms of pension and post-

employment plans for its employees, namely the DB Plan, the DC Plan, and OMERS. Likewise,

API administers both a DB Plan and a DC Plan.

ln addition to administering multiple types of pension plans, CNPI's and API's treatment of their

DB Plans and OPEB's is complicated by reporting under a different accounting standard,

namely Part ll of the CPA Canada Handbook - Accounting standards for private enterprises

(.ASPE'), on an accrual basis. lmpacts arising from differences in accounting standards have

been discussed in the KPMG report and multiple stakeholder submissions. This has resulted in

most stakeholders emphasizing recommendations that the Board retain the flexibility to decide

on the appropriate treatment of pension and OPEB costs on a case-by-case basis. CNPI and

API agree with this recommendation and further submít that in its circumstances, the OEB has

already turned its attention to this issue as a result of the EB-2013-0368 and EB-2013-0369

proceedings, as summarized below.

The EB-2013-0369 (CNPI) and EB-2013-0368 (APl) Proceedings

On October 21,2013, both CNPI and API submitted applications to the Board for Deferral and

Variance Accounts for Transitional & Annual Adjustments to its Pension and Other Post-

Employment Benefits. The basis for these applications was the impact that would have been

caused by the Canadian Accounting Standards Board's May 2013 issuance of Section 3462,

Employee Future Benefits, in Part ll of the CPACanada Handbook, replacing Section 3461,

effective January 1, 2014.

Section 3461 permitted the use of a "corridor approach" to allow the deferral of actuarial and

other re-measurement gains and losses to future periods through the amortization of these

costs over the remaining service life of current active employees. This approach provided a
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mechanism for smoothing pension and post-retirement expense that would otherwise be

volatile. Section 3462 requires all re-measurement gains and losses be recognized

immediately, resulting in significant volatility in the income statement. Other accounting

standards (e.9. legacy Canadian GAAP, US GAAP, and IFRS) allow the re-measurement gains

and losses to be amortized over multiple years, or recognized in Other Comprehensive lncome.

CNPI and API requested to continue to use the corridor approach permitted under Section

3461, and to establish DVA's to track any differences between the Section 3461 and Section

3462 approaches. The Board's decision in these proceedings established the requested

accounts, retroactive to January 1,2013. CNPI expects that in the fullness of time, the account

balances should work back to zero, as the amounts recorded simply reflect a timing difference

between Section 3461 and Section 3462 accounting.

It should be noted that these proceedings apply only to the DB Plans and OPEB's. The DC and

^Àr-ñâ -_t---- - --t -r - - -vtvttrr\ù ptans are recorcreo on an accruat oasts oaseq on aquat contnDuilons maoe.
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General Submissions of CNPI and API

ln its letter of August 10,2016, the Board provided guidance with respect to the focus of

stakeholder submissions. ln particular, the Board expressed an interest in pafties' views on

principles for assessing costs, options for cost recovery, and views on whether a set-aside

mechanism is necessary. The views of CNPI and API are summarized below.

Principles that the OEB Should Adopt for Assessing Pension and OPEB Costs in Rate

Applications

CNPI and API submit that in considering the appropriate rate mechanism for cost recovery, the

OEB should be guided by the principles of intergenerational equity, rate stability, predictability,

and fairness.

CNPI and API believe that current filing requirements provide for sufficient information to be filed

in support of cost of service or custom-lR rate applications to allow the OEB to assess the

reasonability of an individual LDC's request for recovery of pension and OPEB related costs.

CNPI and API appreciate the Board's desire to be able to benchmark LDC's, but re-iterate the

significant concerns that have been brought fon¡¿ard regarding the fact that pensions and

OPEB's represent only a porlion of overall compensation. CNPI and API also submit that any

proposal to benchmark these costs through changes to accounting methods and/or changes to

filing requirements are likely to be administratively burdensome, and likely of limited value

without consideration of the inherent difference in overall compensation. ln short, it is quite

likely that the costs to ratepayers of such an exercise will exceed the benefits.

Options for Rate Mechanisms for Cost Recovery

CNPI and API submit that the accrual basis currently in use by a majority of stakeholders is the

method that best satisfies the above principles, with a minimum administrative burden. The

assumptions used in expense calculations and the values resulting from those calculations are

highly scrutinized by multiple parlies, including independent auditors. ln the case of CNPI and

36



APl, this scrutiny applies to both the Section 3461 and Section 3462 approaches. Any deviation

or change in accounting policy that the OEB may require may affect the level of review and the

comfort gained over these numbers on a go forward basis.

Given the range of possible combinations of pension plan type, OPEB's, and accounting

standards, CNPI and API submit that a universal approach is neither practical, nor desirable. ln

providing any direction or guidelines related to pension and OPEB cost recovery, the OEB

should retain the flexibility to address LDC-specific issues on a case-by-case basis.

Views on Set-Aside Mechanism

As requested in the Board's letter of August 10, 2016, CNPI and API views are focused on the

latter two options for a set-aside mechanisms proposed by KPMG (reduction to rate base and a
+r¡¡l:iaa ^^^^' 'ñ+\Lr qv^u rY qvvvur rL,l.

CNPI and API do not support the inclusion of any set-aside mechanism on the basis that it

would expect little, if any, net benefit to ratepayers. As outlined by the EDA, the adoption of any

set-aside mechanism is likely to negatively impact LDC's in terms of restricting funds and

negatively impacting credit ratings. To the extent that this increases an LDC's cost of

borrowing, or requirements to borrow, ratepayers will be negatively impacted.

ln addition, the reduction to rate base and tracking account mechanisms as proposed do not

satisfy the rate making principle of fairness. To the extent that excess recoveries reduce rate

base or attract interest to the ratepayers benefit, then a counter-mechanism should be applied

to situations where a shortfall exists.

Notwithstanding the above objections to a set-aside mechanism of any kind, CNPI and API

submit that if the Board decides to adopt a set-aside mechanism, the tracking account option

seems to be the only appropriate mechanism. CNPI and API submit however that the Board

should seek further input on value-for-money of such a proposal, and should consider the merits

of implementing this mechanism on a case-by-case basis, where objective evidence shows that

the amounts are material and the benefits offset the costs, rather than mandating an industry-

wide implementation.
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