A CANADIAN
NIAGARA POWER INC.

HAND DELIVERED

May 11, 2012

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board
2300 Yonge Street

Suite 2700, P.O. Box 2319
Toronto, ON M4P 1E4

Dear Ms. Walli:

RE: CANADIAN NIAGARA POWER |Nc.,’2013 ELECTRICITY DISTRIBUTION RATE
APPLICATION BOARD FILE No.: EB-2012-0012

Canadian Niagara Power Inc. (“CNPI”) hereby submits its 2013 cost of service
electricity distribution rate application (the “Application”). The Application has been filed
through the Board’s RESS system.

Enclosed are two (2) paper copies and a CD with the Application, together with two (2)
paper copies of the PILs Disposition, in searchable PDF and Microsoft Excel format.

Please do not hesitate to contact me if you require further information.

Yours truly,

| \(}’M‘/ -/

Douglas Bradbury
Director Regulatory Affairs

Attachments

1130 Bertie Street - P.O.Box 1218 ¢ Fort Erie, ON L2A 5Y2
Tel: 905-871-0330 * Fax: 905-871-8676 « www.cnpower.com
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Colborne to seek relief by way of a Z-Factor Storm Damage Cost Claim Proceeding (EB-2007-
0514;EB-2007-0595) for an extraordinary event. CNPI — Port Colborne’s service territory is 122

square kilometres.

Economy

In addition to the shipping industry related business, Port Colborne has a limited number of
seasonal residents that visit the area in summer months. Many come from western New York
via the Peace Bridge. Accordingly, this seasonal business is subject to influences of the rise
and fall of the foreign exchange value of the Canadian dollar in relation to the United States
dollar, and increased border security and requirements for travel documentation. The rise in the
exchange rate has increased the costs for US travelers in Canada and decreased seasonal
revenue to the Port Colborne service territory.

Forecast Growth

Port Colborne population reported by census data has shown a decline of 0.9 percent during the
period between the 2006 census and the 2011 census. CNPI — Port Colborne is projecting
minimal growth in residential and small commercial sector with a significant decline in the

industrial sector. These forecasts are discussed in Exhibit 3, Tab 2.

In particular, CNPI Port Colborne is forecasting the loss of its largest customer. This customer

has given notice that it will be connecting directly to the transmission system in 2012.

CNPI — Port Colborne’s Distribution System

CNPI — Port Colborne operates the electricity distribution system in Port Colborne, which serves
approximately 9,000 customers. A Hydro One 115 kV transmission system supplies power to
two Hydro One Transmission Stations (TS’s), Port Colborne TS and Crowland TS. Both
substations step down the voltage to the distribution level at 27.6Y/16.0 kV. The majority of the

power is delivered from Port Colborne TS, which supplies four 27.6 kV distribution feeders. A
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smaller portion of the supply is delivered to the north-west sector of the City by one 27.6 kV

feeder out of Crowland TS.

The five 27.6 kV feeders act as trunk lines supplying six step-down Distribution Substations
(DS’s), thirteen step-down “Ratio Banks” or “Rabbits”, several larger commercial/industrial
customers, residential subdivisions, and remote rural customers. The distribution substations

and Ratio Banks transform electricity down to a distribution voltage of 4.16Y/2.4 kV.

CNPI carries out an annual independent third party customer satisfaction survey on a voluntary
basis. The results of this survey indicate that each year the overall level of customer
satisfaction has remained very high. The most recent survey indicated that on a consolidated
basis 81 percent of customers are satisfied

The Application for 2013 Distribution Rates and Charges

CNPI is filing this rate Application to update its revenue requirement, rate base and electricity
distribution rates. CNPI is applying for a Rate Order approving the Proposed Schedule of Rates
and Charges proposed and preferred in this Application as identified in Appendix A attached to
this Application (Exhibit 1, Tab 1, Schedule 2). The material being filed in support of this

Application sets out CNPI's approach to its distribution rates and charges.

Revenue Requirement and Deficiency

The following table summarizes the general components of CNPI - Fort Erie’s distribution

revenue requirement.
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NUMERICAL DESCRIPTION OF REVENUE DEFICIENCY/SUFFICIENCY IN 2013

Fort Erie and Gananoque

Cost of Capital

Rate Base
Requested Rate of Return

Cost of Service
Operation, Maintenance & Administrative
Depreciation & Amortization
Property Taxes
Income Taxes
Senice Revenue Requirement

Operating Revenue

Distribution Revenue

Revenue Offsets

Revenue (Deficiency)/Sufficiency

52,680,275
7.41% 3,903,608
5,845,601
2,996,035
62,600
400,269 9,304,505
13,208,113
10,830,301 (10,830,301)

(2,377,812)

1,131,892

(1,245,919)
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Cost of Capital

Rate Base
Requested Rate of Return

Cost of Service
Operation, Maintenance & Administrative
Depreciation & Amortization
Property Taxes
Income Taxes
Service Revenue Requirement

Operating Revenue

Distribution Revenue

Revenue Offsets

Revenue (Deficiency)/Sufficiency

NUMERICAL DESCRIPTION OF REVENUE DEFICIENCY/SUFFICIENCY IN 2013
Port Colborne

20,731,676
7.41% 1,536,217
2,782,346
1,426,900
54,100
157,521 4,420,867
5,957,084
5,011,916 (5,011,916)

(945,168)

271,292

(673,875)

A more detailed calculation of CNPI - Fort Erie’s 2013 Test Year revenue requirement is at

Exhibit 6.

Rate Base

As set out at Exhibit 2, Tab 1 (Rate Base), CNPI - Fort Erie’s rate base from 2009 Board

Approved to 2013 Test Year can be numerically summarized as follows:
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Description

RATE BASE - Fort Erie and Gananoque

2009 EDR 2009 Actual 2010 Actual 2011 Actual 2012 Bridge 2013 Test

Gross Fixed Assets

Gross Write Up

Accumulated Depreciation Write Up
Accumulated Depreciation

69,787,785 70,416,763 72,934,135 76,466,418 81,006,021 86,764,688
(1,400,000) (1,400,000) (1,400,000) (1,400,000) (1,400,000) (1,400,000)
286,946 286,946 329,457 371,968 414,478 456,989
(27,755761)  (26,915926)  (29,414,501)  (31,727,043)  (34,169,259)  (36,343,580)

Net Book Value

40,918,970 42,387,784 42,449,091 43,711,342 45,851,241 49,478,097

Average Net book Value
Working Capital Allowance

40,243,119 40,942,386 42,418,437 43,080,217 44,781,292 47,664,669
4,958,899 4,658,408 5,229,423 5,454,817 5,712,081 5,015,607

Rate Base

45,202,018 45,600,794 47,647,860 48,535,033 50,493,373 52,680,275

Description

RATE BASE - Port Colborne

2009 EDR 2009 Actual 2010 Actual 2011 Actual 2012 Bridge 2013 Test

Gross Fixed Assets
Accumulated Depreciation

15,399,583 16,253,256 17,423,282 17,827,553 22,747,728 26,238,707
(4,004618)  (3,739,050)  (4,410,587)  (4,537,411)  (5594219)  (7,235553)

Net Book Value

11,394,964 12,514,206 13,012,695 13,290,142 17,153,509 19,003,155

Average Net book Value
Working Capital Allowance

10,479,186 11,422,272 12,763,451 13,151,419 15,221,826 18,078,332
2,720,187 2,718,317 2,967,759 3,262,098 3,388,016 2,653,344

Rate Base

13,199,373 14,140,589 15,731,210 16,413,517 18,609,841 20,731,676

Additional information on CNPI’s rate base is in Exhibit 2 (Rate Base).

Operating Revenue

CNPI's operating revenue forecast for 2013 Test Year is described in Exhibit 3. Operating

revenue consists of revenue collected through rates, and other sources.

Operating Costs

CNPI’s operating costs include: operations, maintenance and administration; depreciation and

amortization; capital and property taxes; and income taxes. A summary of CNPI's OM&A for

2009 Board Approved through to 2013 Test Year is set out in the following table:
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Total Operations, Maintenance, and Administrative Expenses - Fort Erie & Gananoque

2009 Board
Description Approved 2009 Actual 2010 Actual 2011 Actual 2012 Bridge 2013 Test
Operating 1,092,166 780,256 930,665 974,144 972,350 942,827
Maintenance 1,176,848 1,017,747 1,119,821 1,287,101 1,287,800 1,316,640
Billing and Collection 1,215,240 1,153,666 1,266,553 1,255,007 1,278,697 1,336,847
Community Relations 47,830 26,301 27,566 13,138 14,050 27,700
Administrative and General 2,127,042 1,728,030 2,102,573 1,881,227 2,059,275 2,221,587
Taxes Other than Income Taxes 59,000 63,737 35,376 60,149 55,500 62,600
5,718,126 4,769,738 5,482,553 5,470,766 5,667,671 5,908,201
Total Operations, Maintenance, and Administrative Expenses - Port Colborne
2009 Board
Description Approved 2009 Actual 2010 Actual 2011 Actual 2012 Bridge 2013 Test
Operating 410,703 360,324 407,031 508,007 444,089 493,132
Maintenance 545,753 442,988 545,428 540,395 646,529 595,838
Billing and Collection 612,519 576,667 533,156 632,381 695,617 724,206
Community Relations 23,698 14,579 10,034 6,901 5,000 13,000
Administrative and General 2,086,552 2,046,190 1,996,383 1,992,874 1,325,663 956,170
Taxes Other than Income Taxes 70,000 53,880 52,557 52,024 55,000 54,100
3,749,224 3,494,628 3,544,589 3,732,582 3,171,898 2,836,446

Additional information on CNPI’s operating costs is in Exhibit 4 (Operating Costs).

Deferral and Variance Accounts

A full description of CNPI's application for Deferral and Variance account disposition is provided

in Exhibit 9.

Cost of Capital

CNPI’'s Cost of Capital and Capital Structure is described in Exhibit 5 and is summarized in the

following tables.
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2013 Cost of Capital - Fort Erie & Gananoque
($'000)
Cost
% Amount Rate Return
Long-term Debt 56% $29,501 6.57% $1,938
Short-term Debt 4% $2,107 2.08% s44
Common Equity 40% $21,072 9.12% $1,922
Total 100% $52,680 7.41% $3,904
2013 Cost of Capital - Port Colborne
($'000)
Cost
% Amount Rate Return
Long-term Debt 56% $11,610 6.57% $763
Short-term Debt 4% $829 2.08% S17
Common Equity 40% $8,293 9.12% $756
Total 100% $20,732 7.41% $1,536

Cost Allocation

CNPI has retained the services of Elenchus Research Associates to perform Cost Allocation
Studies for each of its service territories as well as a harmonized Cost Allocation Study. These

Studies are provided in Exhibit 7.
Smart Meters
In this application, CNPI is proposing Smart Meter Disposition Riders (“SMDRs”) for the

recovery of costs related to the true-up of revenue requirement up to December 31, 2012. CNPI

proposes a two year rate rider from an effective date of January 1, 2013 to December 31, 2014.
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CNPI is also proposing to recover its stranded meter cost in this Application. CNPI proposes a

two year rate rider from an effective date of January 1, 2013 to December 31, 2014.

Harmonization

In this Application, CNPI presented evidence supporting harmonization of rates between Port
Colborne and Fort Erie / Gananoque. However disparity between existing rates will necessitate
a phase in of rate harmonization. CNPI is presenting a rate proposal that will facilitate future

rate harmonization.

This is discussed in Exhibit 8 — Rate design.

Rate Impact

Rate impacts are presented for all rates classes for both proposed and alternate rates in Exhibit

8 — Rate Design. A summary of rate impacts for CNPI proposed rates are shown on the
following pages.
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Selected Delivery Charge and Bill Impacts Per Application

Fort Erie
Customer Classification Energy Demand Monthly Delivery Charge
and Billing Type kWh kW S Change
Current Per Application P %
Residential 800 $ 39.67 | $ 46.15 | $ 6.48 | 16.3%
Residential Non-RPP 800 $ 38.95 | $ 48.15 | $ 9.20 | 23.6%
GS<50 kW 2,000 $ 87.05 | $ 9966 |$ 1261 ]| 14.5%
GS<50 kW Non-RPP 2,000 $ 8525 | $ 10466 [$ 19.41 | 22.8%
GS>50 kw 85,000 230 $ 276787 | $ 3,003.34 | $ 235.47 8.5%
GS>50 kW Non-RPP 85,000 230 $ 2,694.06 | $ 3,148.12 | $ 454.05| 16.9%
USL 800 $ 11089 | $ 95.88 |-$ 15.01 | -13.5%
Sentinel Lighting 300 5 $ 5591 | $ 6442 | $ 8.51 | 15.2%
Street Lighting 172,000 490 $23,930.99 | $ 25922.28 | $1,991.30 | 8.3%
Street Lighting Non-RPP 172,000 490 $23,791.19 | $ 26,383.47 | $2,592.28 | 10.9%
Customer Classification Energy Demand Total Bil
and Billing Type kwh kw S Change
Current Per Application 3 %
Residential 800 $ 11038 | % 11783 [ $ 7.45 6.7%
Residential Non-RPP 800 $ 12064 | $ 131.86 [ $ 11.22 9.3%
GS<50 kw 2,000 $ 27815 | % 29299 |$ 1484 | 53%
GS<50 kW Non-RPP 2,000 $ 28751 9% 311.38 | $ 23.87 8.3%
GS>50 kW 85,000 230 $11,275.71 |$ 1160169 |$ 32598 | 2.9%
GS>50 kW Non-RPP 85,000 230 $11,158.72 | $ 11,75467 |$ 595.95| 5.3%
USL 800 $ 18281 | % 168.41 [-$ 1441 | -7.9%
Sentinel Lighting 300 5 $ 8393 | $ 9283 | $ 8.90 | 10.6%
Street Lighting 172,000 490 $42,383.48 | $ 44,583.46 | $2,199.98 | 5.2%
Street Lighting Non-RPP 172,000 490 $44,320.33 [ $ 47,417.09 | $3,096.76 7.0%
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Selected Delivery Charge and Bill Impacts Per Application

Gananoque
Customer Classification Energy Demand Monthly Delivery Charge
and Billing Type kwh kw L Change
Current Per Application 3 %
Residential 800 $ 3790 [ $ 4354 [$ 564 14.9%
Residential Non-RPP 800 $ 3790 | $ 4698 [$ 9.08 [ 24.0%
GS<50 kw 2,000 $ 8256 [ $ 94.69 | $ 12.13| 14.7%
GS<50 kW Non-RPP 2,000 $ 8256 | $ 103.29 | $ 20.73 | 25.1%
GS>50 kwW 44,300 139 $ 1,813.02 | $ 1,835.29 | $ 22.27 1.2%
GS>50 kW Non-RPP 44,300 139 $ 1813.02 | $ 2,016.17 | $203.15 | 11.2%
USL 800 $ 10953 (% 90.19 |-$ 19.35]| -17.7%
Sentinel Lighting 300 5 $ 5236 | $ 48.25 |-$ 4.10| -7.8%
Street Lighting 46,000 129 $ 5,986.20 | $ 6,500.47 | $514.27 | 8.6%
Street Lighting Non-RPP 46,000 129 $ 5,986.20 | $ 6,682.84 | $696.64 | 11.6%
Customer Classification Energy Demand Total Bill
and Billing Type kWh kW L Change
Current Per Application 3 %
Residential 800 $ 11532 ($ 124.03|$ 8.71| 7.6%
Residential Non-RPP 800 $ 12655 % 139.65 | $ 13.11| 10.4%
GS<50 kw 2,000 $ 290.29 | % 31020 | $ 1991 | 6.9%
GS<50 kW Non-RPP 2,000 $ 30207 % 332.75|$ 30.68 | 10.2%
GS>50 kw 44,300 139 $ 661791 (S 6,808.00 | $190.09 | 2.9%
GS>50 KW Non-RPP 44,300 139 $ 6,666.70 | $ 7,056.66 | $389.96 | 5.8%
USL 800 $ 188.17 (S 171.46 |-$ 16.70 | -8.9%
Sentinel Lighting 300 5 $ 8270 [ $ 79.43 [-$ 3.26 | -3.9%
Street Lighting 46,000 129 $11,27416 |$ 11,971.05 | $696.89 | 6.2%
Street Lighting Non-RPP 46,000 129 $11,813.54 | $ 12,767.30 | $953.76 [ 8.1%
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Selected Delivery Charge and Bill Impacts Per Application
Port Colborne

Customer Classification Energy Demand Monthly Delivery Charge
and Billing Type kwh kw S Change
Current Per Application P %
Residential 800 $ 40.01 [ $ 4911 [ $ 9.11 | 22.8%
Residential Non-RPP 800 $ 4553 | $ 56.79 | $ 11.27 | 24.7%
GS<50 kw 2,000 $ 74.25 | $ 9540 |$ 21.15| 28.5%
GS<50 kW Non-RPP 2,000 $ 88.05 | $ 11460 |$ 26.55| 30.1%
GS>50 kw 102,500 330 $ 252559 | 3% 3,015.61 [ $ 490.02 | 19.4%
GS>50 kW Non-RPP 102,500 330 $ 3,128.11 | $ 3,849.49 [ $ 721.38 | 23.1%
USL 800 $ 7818 | $ 7947 | $ 1.29 1.7%
Sentinel Lighting 300 5 $ 62.86 | $ 69.43 | $ 6.57 | 10.5%
Street Lighting 155,000 445 $10,811.65 | $ 12,739.66 [ $1,928.00 | 17.8%
Street Lighting Non-RPP 155,000 445 $11,831.02 | $ 14,278.87 | $2,447.85 | 20.7%
Customer Classification Energy Demand Total Bill
and Billing Type kWh kW L Change
Current Per Application 3 %
Residential 800 $ 11642 | % 12597 | $ 9.55| 8.2%
Residential Non-RPP 800 $ 13440 | % 14741 |$ 13.01 9.7%
GS<50 kw 2,000 $ 279.18( % 301.65|$% 2246 8.0%
GS<50 kW Non-RPP 2,000 $ 306.32|% 337.23|$ 30.92| 10.1%
GS>50 kw 102,500 330 $13,494.19 | $ 14,04068 [ $ 546.50 | 4.0%
GS>50 KW Non-RPP 102,500 330 $14,122.15|$ 14,983.43 [ $ 861.28| 6.1%
USL 800 $ 15524 (% 156.84 | $ 1.60 1.0%
Sentinel Lighting 300 5 $ 93.05( $ 99.90 [ $ 6.85 | 7.4%
Street Lighting 155,000 445 $28,030.30 | $ 30,063.97 | $2,033.66 | 7.3%
Street Lighting Non-RPP 155,000 445 $29,943.75 | $ 32,779.64 | $2,835.89 9.5%
















FE AND EOP

REVENUE DEFICIENCY/SUFFICIENCY

Description

Total Revenue

Operation, Maintenance & Administrative

Depreciation & Amortization
Property Taxes

Capital Taxes (Tax Model Output)
Total Costs

Utility Income before Taxes
Income tax (Tax Model Output)
Utility Income

Rate Base

Indicated Rate of Return
Approved/Requested Rate of Return
(Deficiency)/Sufficiency in Return
Revenue (Deficiency)/Sufficiency

Service Revenue Requirement

Less Revenue Offset
Add Low Voltage Wheeling Costs

Base Revenue Requirement
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2009 Board

Approved 2009 Actual 2010 Actual 2011 Actual 2012 Bridge 2013 Test
10,845,758 11,080,019 11,457,938 11,487,881 11,787,272 11,962,194
5,655,526 4,706,000 5,447,177 5,410,617 5,612,171 5,845,601
2,459,267 2,951,423 2,550,352 2,421,035 2,416,711 2,996,035
59,000 63,737 35,376 60,149 55,500 62,600

96,529 99,778 34,415 - - -
8,270,322 7,820,939 8,067,320 7,891,801 8,084,382 8,904,236
2,575,436 3,259,080 3,390,618 3,596,081 3,702,890 3,057,958
559,568 243,119 (59,917) (214,384) 127,835 400,269
2,015,868 3,015,960 3,450,535 3,810,465 3,575,055 2,657,689
45,202,018 45,600,794 47,647,860 48,535,033 50,493,373 52,680,275
4.46% 6.61% 7.24% 7.85% 7.08% 5.04%
7.18% 7.18% 7.18% 7.18% 7.18% 7.41%
-2.72% -0.57% 0.06% 0.67% -0.10% -2.37%
(1,229,637) (258,177) 29,419 325,650 (50,369) (1,245,919)
12,075,394 11,338,195 11,428,519 11,162,231 11,837,641 13,208,113
(710,881) (790,958) (769,672) (845,040) (1,041,593) (1,131,892)

95,837 92,971 - - - -
11,460,351 10,640,208 10,658,847 10,317,192 10,796,048 12,076,221
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. Revenue Requirement Workform






E’,%i Ontario Energy Board

REVENUE REQUIREMENT
WORK FORM

Version 2.20

File Number: Rate Year:

EB-2012-0112 2013

Name: Douglas R. Bradbury

Title: Director Regulatory Affairs
Phone Number: 905-994-3634

Email Address: doug.bradbury@fortisontario.com

This Revenue Requirement Work Form Model is protected by copyright and is being made available to you solely for the
purpose of your application, any subsequent updates and preparing or reviewing your draft rate order. You may use and
copy this model for that purpose, and provide a copy of this model to any person that is advising or assisting you in that
regard. Except as indicated above, any copying, reproduction, publication, sale, adaptation, translation, modification,
reverse engineering or other use or dissemination of this model without the express written consent of the Ontario Energy
Board is prohibited. If you provide a copy of this model to a person that is advising or assisting you in preparing or
reviewing your draft rate order, you must ensure that the person understands and agrees to the restrictions noted above.
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