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Q. Please provide for the record a copy of the most recent Peer Group Report. 1 
 2 
A. Attachment A is a copy of the report Peer Group Performance Measures for 3 

Newfoundland Power dated December 23, 2008. 4 
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Board of Commissioners 
of Public Utilities 

P.O. Box 21040 
120 Torbay Road 
St. John's, NL A1A 5B2 

Attention: G. Cheryl Blundon 
Director of Corporate Services 

and Board Secretary 

Ladies and Gentlemen: 

Re: Peer Group Performance Measures for Newfoundland Power 

On Febmary 28,2005, the Company submitted a report entitled Peer Group Performance 
Measures for Newfoundland Power. The report committed the Company to reporting annually 
on the measures presented therein until otherwise directed by the Board. 

The report enclosed herewith is provided in fulfillment of that commitment. 

We tmst this is satisfactory. However, if there are any questions or concerns, they should be 
directed to the undersigned. 

Senior counsdl 

c. Geoff Young 
Newfoundland & Labrador Hydro 

Tom J. Johnson 
Consumer Advocate 
O'Dea, Earle Law Offices 

@ -'g Jnm ur m lit< ~ h i O g o " ~ 1 1 " < *  

Telephone: (709) 737-5609 Email: ghayes@newfoundlandpower.com Fax: (709) 737-2974 
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1.0 Introduction 

In Order No. P.U. 19 (2003), the Board of Coinmissioners of Public Utilities (the "Board") 
ordered that Newfoundland Power IIIC. ("Newfoundland Power" or "the Company") file with the 
Board in 2004 a report suggesting a "peer group" of utilities and performance measures upon 
which to evaluate the Conlpany's performance. 

In 2004, the Company submitted a draft report entitled A Report on Peer Group Pecforlnunce 
Meusure.s,for Ne~yfou~zdlunrl Power (the "Draft Report") which reviewed the Company's initial 
findings in relation to utility performance measures and benchmarking initiatives. Subsequently 
Newfoundland Power submitted a report entitled A Supplententary Report on Peer Group 
Peq'5rlnnnce Meusure.s.for Nelvfoundlund Power (the "Supplementary Report") addressing 
questions from the Board and recomnlending certain additional measures. 

On February 28,2005, the Company submitted a report entitled Peer Group Perfionnnnce 
Meu.sz~re.s.for Neit~f~u~idlund Power (the "February 2005 Report"), which provided conlparative 
statistical data together with an assessment of the appropriateness of the recommended 
performance measures. 

The February 2005 Report included conlparisons between the Company and a composite of 
Canadian utilities and a composite of American utilities. The report indicated that, due to 
concerns with data availability and quality and observed differences in participating utilities' 
operating profiles, it was not possible for Newfoundland Power to draw meaningful conclusions 
regarding the Company's perfornlance through comparisons with others. The February 2005 
Report also committed the Company to report annually on the measures presented until 
otherwise directed by the Board. 

This report is provided in fulfillment of the Company's commitment to report annually on the 
measures presented in the February 2005 Report, and updates the perfomlance information to 
2007. 

2.0 Performance Measures 

This report provides a comparison of Newfoundland Power performance measures against the 
performance measures of a composite of Canadian and U.S. utilities. 

2.1 Canadialt Utility Measures 

The following measures are presented for comparing the Company's performance against a 
composite of Canadian utilities: 

1. System Average Interruption Frequency Index (SAIFI); 
2. System Average Intenuption Duration Index (SAIDI); and 
3. All-injury Frequency Rate (Injuries per 200,000 hours worked) 



For this report, as with the previous reports, the Co~npany used data from the CEA. In particular, 
the report includes data frorn the Canadian Electricity Association's ("CEA) annual Seriice 
Continuity Report on Distribution System Pe1:fonnunce in Electr-icul Utilities and Safety Incident 
Statistics Reports. 

The selection of three measures presented in this section is reduced from the list of seven 
Canadian utility measures presented in last year's report. Four of the rneasures presented in the 
report dated December 21.2007 have been excluded from this year's report as a consequence of 
a CEA policy decision. 

In 2005, the CEA issued a policy paper, Benclzmur-king Dutcr i71 Reg~~lutory Setting, regarding 
the appropriate use of CEA utility data in assessing utilities' performance in a regulatory setting. 
In accordance with this policy, the CEA Councils have considered which benchmarking 
performance indicators are appropriate for use in a regulatory setting. Recommended measures 
include safety, reliability, and customer service quality measures. For distribution and customer 
service utility functions, no cost-related measures have been recommended. 

The four Canadian utility rneasures excluded frorn this year's report were cost-related measures 
that compared Newfoundland Power's performance to composite data from the CEA Committee 
on Perfonnance Excellence ("COPE"). The CEA has advised Newfoundland Power that the 
composite information for these n~easures is no longer available for publication. 

There are no other cost-related CEA composite indicators available for the Coinpany to use in 
this context. Further, the recommended customer service quality measures are not yet available, 
as they are still under development. 

Appendix A shows comparisons of the remaining Canadian utility composite measures and the 
equivalent Newfoundland Power data. 

Appendix B contains a letter from the CEA confinning the status of its review of performance 
indicators for use in the regulatory setting. A copy of the CEA policy paper, Benclzntur-king Datu 
in Regulutory Settings, is provided in Appendix E. 

2.2 U.S. Utility Measures 

The following measures are presented for comparing the Company's performance to a peer 
group of U.S. utilities: 

1. Total Distribution Operating Expense per Customer; 
2. Total Distribution Operating Expense per MWh; 
3. Total Customer Service Expenses per Custorner; 
4. Total Administration and Other Operating Expense per Total Operating Expense 

(Excluding fuel and purchased power); 
5. Total Operating Expense per Energy Sold (Excluding fuel and purchased power); and 
6. Total Operating Expense per Customer (Excluding fuel and purchased power). 



All of these measures are based on infom~ation found in utility filings with the Federal Energy 
Regulatory Commission (FERC). FERC requires major electric utilities to annually file 
prescribed information regarding their operations. This principally involves the reporting of 
accounting infonnation broken down in accordance with the FERC code of accounts. The FERC 
filings are public information. 

Appendix C contains the comparisons of the conlposite measures for U.S. utilities and the 
equivalent Newfoundland Power data. The U.S. composite measures are based on data from 20 
utilities. For each measure, the range of individual utility results is provided. 

The measures for the U.S. data are presented without any adjustment for exchange rates. With 
the significant shifting in exchange rates since 1999, converting U.S. dollar figures to Canadian 
figures would greatly distort cost trends. 

Appendix D is a list of the U.S. utilities from which the con~posite measures in Appendix C were 
compiled. 

3.0 Summary and Conclusion 

This report presents comparative utility data for a variety of measures of utility performance. 
Other than the excluded Canadian measures noted in Section 2.1, the measures are the same 
measures as were provided to the Board in our previous reports. 

The February 2005 Report assessed a number of performance measures for comparing the 
performance of Newfoundland Power to other utilities. The Company concluded in the February 
2005 Report that it was difficult to draw meaningful conclusions regarding the Con~pany's 
perfonnance through comparisons with other utilities. This is because of continued concerns 
with data availability and quality and observed differences in participating utilities' operating 
profiles. The Company's assessment remains unchanged. 

Newfoundland Power will continue to report to the Board annually on the measures presented 
herein until otherwise directed by the Board. 
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CEA Composite Comparisons 

Table of Contents 

Measure Page 

System Average Interruption Frequency Index (SAIFI) ........................................................ A-I 

System Average Interruption Duration Index (SAIDI) .......................................................... A-3 

All-injury Frequency Rate (Injuries per 200,000 hours worked) ........................................... A-5 



System Average Interruption Frequency Index (SAIFI) 

--t CEA (excludmg Slgnlficant Events] ---m--- CEA (mcludmg Slgndlcant Events) 

&Newfoundland Power (All wentsl 

CEA (Excluding 
Year Significant Events) 
1998 2.40 
1999 2.56 
2000 2.26 
2001 2.41 
2002 2.33 
2003 2.37 

CEA (Including 
Significant Events) 

3.58 
2.56 
2.26 
2.41 
2.33 
2.67 

Newfoundland 
Power 

5.60 
6.60 
4.93 
3.99 
4.76 
5.20 

SAIFI is a standard industry index of the average annual cu~nulative frequency of service 
interruptions to customers. 



The CEA trend line is the composite performance of participating Canadian utilities (27 
participants in 2007). The trend line shows significant variability year over year when 
significant events are included in the CEA data. There is a general decline in the trend line for 
Newfoundland Power and a slight decline in the CEA composite'. 

I Technological advances that improved data collectio~~ nlay impact the trend in reliability data. This factor was 
recognized in the COPE Report. 2003 i i ~ d ~ ~ ~ t r y  Ei~nlurrtion DiFtrih~rfion Brisiiie~s Unit Executive Sci~niaaiy. 
December 2004. The Report stated: 

"It is important to note that technological advances in data collection systelns coupled with 
additional rigor in the data processes as a result of utilities' increased focus on custollier service 
and outage management implies that there has been additional improvement in the average 
number of outages experienced by custo~ners that does not appear in the trend line." 



System Average Interruption Duration Index (SAIDI) 
12 1 I 

Year 
1998 
1999 

2000 

2001 

2002 
2003 

2004 

2005 

2006 
2007 

-A- CEA (excluding Significant Events) ---W-- CEA (including Significant Events) 

--t Newfoundland Power (All events) 

CEA excluding 
Significant Events 

3.32 
4.31 

3.23 

3.67 

4.06 
5.11 

3.95 

4.80 

4.37 
5.02 

CEA including 
Significant Events 

30.3 1 
4.31 

3.23 

3.67 

4.06 
10.65 

3.95 

4.80 

7.85 
5.47 

Newfoundland 
Power 
7.41 

9.70 

5.93 

3.73 
4.54 

5.28 

4.86 
3.53 

2.98 

6.46 

SAID1 is a standard industry index of the average annual cumulative duration of service 
interruptions to customers. 



The CEA trend line is the co~nposite performance of participating Canadian utilities (27 
participants in 2007). The trend line shows significant variability year over year, especially 
when significant events are included in the CEA data. The trend lines also appear to show a 
decline in SAID1 for Newfoundland Power and a slight increase in the CEA con~posite excluding 
significant events.' 

The significant increase in Newfoundland Power's service interruption duration in 2007 reflects 
the impact of a severe winter storn~ on the Bonavista Peninsula in December. 

The anomalous results evident in the "CEA including Significant Events" trend line reflect the 
Quebec ice storm in 1998, the eastern Noi-tl~ Ainerica power blackout in 2003, and storms in 
British Colunlbia and Ontario during 2006. 

Technological advances that improved data collection inay irnpact the trend in reliability data. This factor was 
recognized in the COPE Report. 2003 htdustry Evalra~tion Distrihrrtion Bri.sin~.s.~ Ultir Execrr!ive Sri~irnrnry, 
December 2004. The Report stated: 

"It is important to note that technological advances in data collection systems coupled with 
additional rigor in the data processes as a result of utilities' increased focus on custolner service 
and outage tnanagenlent inrplies that there has been additional improvenlent in the average 
number of outages esperienced by customers that does not appear in the trend line." 



All-injury Frequency Rate 
(Injuries per 200,000 hours worked) 

Year 
1998 

1999 

2000 
2001 

2002 
2003 
2004 

2005 

2006 

2007 

- CEA Participants - . -Newfoundland Power 

CEA Newfoundland 
Composite Power 

4.47 5.67 
4.41 5.84 

4.09 6.35 

3.91 3.96 

3.47 4.33 
3.41 3.87 

3.48 1.36 

2.76 1.65 
2.84 2.94 

3.01 2.16 

This represents the rate of disabling injuries and medical aid injuries per 200,000 exposure hours 
(hours worked). 

The CEA data is a composite of participating Canadian utilities (37 in 2007). Both the CEA and 
the Newfoundland Power trend line show a clear and colnparable level of improvement. 
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December 12.2008 

h,lr. Lome Heuderson 
Director Regulatory Affa~rs 
53 K e m m t  Road 
P.O. Box 8910 
St. Johds, NL AIB 3P6 

Dear MI. Heuduson: 

Thls e in response to ~ O I U  request for an updale on the C'L4.s rev im of the use of benchnmkq data IU 

regulatory settiqs. aud for continua~on of the status of the couponre measures wed b?. Newfoundland Power 
for regulatory r e p d g  purposes. 

Or-er the past year, the '3.4 Councils haw completed an assemueut of the performance iumcators currently 
available through the vari011~ CE4 data gatherins M e s .  Follow~n_e thew assessment, the Councils have 
recommended a nu& ofind~cators for use ~nregulatory setting% aud have idenhiied other indtcaton k t  are 
to be W e r  evaluated. 

Iu accordance nith the CEA whcv aaaer BenrhmwAineData in Reandatow Ssrtins /BD<RSJ. onhi comwslte 
beucharks deemed appropn'ate io;r~gulatory u u  nill-be released &r publicauoJ The fo&coGosite cost 
measures bared on COPE data. xvhich have been used ~reu~ouslv bv linifoundland Power for rceulaton. -~~~ .. 
rqmtiug ptupo3es. are not ree&uueuded for suchpu&ses. ~&&uend.~. those compositeiudicaton~k no 
longer available for p~~blication. 

4 list of the indicators cmently recomruended as appropriate for regulatory purposes by the CEADisnibution 
Couucil aud Customer Council is attached. 

The developmeut by the CEA of appropriate performance idcator? is au ougoiug process. It is auticipated that 
the portfolio of couporbe benchmarks that are deemed appropriate for redatory euvimnments s i l l  continue to 
ev0l\*. 

I trust the ahve  a d  euclored are satisfactory for y o ~ u  puupose3. 

Siucerely, 
C.i.44DIAV ELECTRICITY -4SSOCL4nON 

~raucis ~radley  
Vice Resident 

';<ill PC i.:, Ylls ,I>. >,:.ir;. JLb.. L",,l'. Z142LF 3rd , L O  5:ar.3, S.CZ3<T"> ?.!,?&a n - ? : , ~ b c ~ , , ~ d ~  C,L i 
2~ IW; 3x5 3255 t6134 zw ,w~*:~o: 2 c . c ~  rc! 16,: s:, +:ti: ': :C u.3; 2 : ~  u'u ~ ~ ~ o z ~ ~ c ~ c : c . .  CEA 

Tin un t o  n f  tannnian Flrelrieily 
W,E 

La uoir de I'ilsciririti oanadisnnw 



Canadian Elabic* Irmcieti~ 
Association csnadmde I'elecrnni* 
~ ~ ~ ~ . ~ n n e l e c t . c ~  

Recommended indicato~r for the Distribution and Customer Business Units 

Awlable from CEYs w u a l  Senice Conhnu15 Report on Dtst~ibut~on System Performance ~n Electnc 
Ufilitles 

Safety 
All l,tjur~%ess Freqsmlq 
Lori-Time Injq-:7hess Frequenq 
Lost-Time Injmy Sereti& 

Available h m  the Safety Incident Stattstics Executive Sunuuar~. Report 

Customer Senwe 
There are three performance tndicarors recommended for more detailed assesments lbea are: 

C~istomw Sa~faclion 
Tsleplzone .4rcessibili& 
Response time to G I J ~ ~ O ~ I I E  

CEA: j . . k ~ Y  6.:. ,umsrII1. jt:-::i ,I,. ,e L..,l. t l i ~ C d  ?llc r.4 Snru. ~ . r i i , s U !  L?L).II On?ictoD~;da (I! i 
: t m  rx adb: :a, 4c::a zu 5 3 2 ~  , v ~ ~ : ~ ~ : , s c . c  161 IN?: ZJ> :a: ?: :( I!.X:Z>.~&U 8n!aatretc:t. 

T i n  vn en n l  Cbnndisn Flrclricily 
ACE 

La uoir da I'ilsolrioi!i oamdhnne 
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American (U.S.) Peer Group Composite Comparisons 
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Total Distribution Operating 
Expense Per Customer 

(2007s) 

- U.S.Peer Group ($US) - . -. Newfoundland Power ($ Can) 

U.S. Peer Group Newfoundland 
Year Composite Power 

1999 103.5 90.4 

2000 98.0 81.3 

2001 96.5 78.5 

2002 95.8 77.6 

This measure represents the total cost of operating and maintenance for the distribution function, 
as defined under the FERC code of accounts, expressed on a per customer account basis. It 
measures the total direct cost of operating labour and materials, excluding allocated corporate 
shared services, involved in the operation and maintenance of the distribution portion of the 
electrical system, expressed on a per customer basis3 

3 The distribution systenl is the portion of the electrical syste111 that links the trans~llission systelll to customer 
facilities. 

C- 1 



The Company has included 9 years of historic data for trending purposes. The trend shows a 
general downward trend for both Newfoundland Power and the U.S. peer group over the period. 
The U.S. utilities' individual 2007 measures range froin approximately $46 to approxiinately $208 
per customer. 



Total Distribution Operating Expense 
Per MWh 

(2007%) 

- U.S. Peer Group ($US) - . - . Newfoundland Power ($ Can) 

U.S. Peer Group Newfoundland 
Year Composite Power 

1999 4.64 4.28 

2000 4.34 3.83 

2001 4.28 3.63 

2002 4.21 3.55 

This measure represents the total cost of operating and maintenance for the distribution hnction, 
as defined under the FERC code of accounts, expressed on a per MWh of retail sales basis. It 
measures the total direct cost of operating labour and materials, excluding allocated corporate 
shared services, involved in the operation and maintenance of the distribution portion of the 
electrical system, expressed on a per MWh bask4 

The distribution systetil is the portion of the electrical system that links the transniission system to custo~lier 
facilities. 

C-3 



The MWh of retail sales includes the total MWh sales of electricity for retail rate schedules. It 
does not include sales for resale such as those to other distribution companies and retailers, nor 
energy interchanged through the power system (usually through transmission facilities). 

The Company has included 9 years of historic data for trending purposes. The trend shows a 
general downward trend for both Newfoundland Power and the U.S. peer group over the period. 
The U.S. utilities' individual 2007 measures range from approximately $2 to approxiinately $14 
per MWh. 



Total Customer Service Expenses 
Per Customer 

(2007s) 

- U.S. Peer Group ($ US) - . - Newfoundland Power ($ Can) 

U.S. Peer Grouo 
Year Composite 

Newfoundland 
Power 

57.2 

51.7 

50.4 

48.6 

49.9 

This measure represents the total cost of operating and maintenance for the customer accounting 
and customer service functions, as defined under the FERC code of accounts, expressed on a per 
customer account basis. It measures the total direct cost of operating labour and materials, 
excluding allocated corporate shared services, associated with the management of customer 
relations and billing functions, expressed on a per customer account basis. 

The Company has included 9 years of historic data for trending purposes. Both Newfoundland 
Power and the U.S. peer group show an overall downward trend. The U.S. utilities' individual 
2007 measures range from approximately $40 to approximately $131 per customer. 



Total Administration and Other Operating Expense 
Per Total Operating Expense 

(Excluding fuel and purchased power, 2007s) 

- U.S.Peer Group ($ US) - . - . Newfoundland Power ($ Can) 

U.S. Peer Group Newfoundland 
Year Composite Power 

1999 27.1% 34.0% 

2000 27.2% 34.9% 

200 1 33.5% 36.4% 

2002 35.7% 34.7% 

2003 36.6% 36.8% 

This measure is a ratio of the total administration and general expense to the overall corporate 
electrical operating and i~laintenance expense (excluding fuel and purchased power) as defined by 
the FERC code of accounts. 

The trend line for the U.S. utilities shows an increase between 1999 and 2003, and a decrease 
thereafter. The initial increase appears to reflect a dramatic reduction in production expenses (net 
of he1 and purchased power) that occurred between 1999 and 2001. The U.S. utilities' individual 
2007 measures varied from approximately 5% to 61%. The trend line for Newfoundland Power is 
relatively flat over the nine-year period. 



Total Operating Expense 
Per Energy Sold 

(Excluding fuel and purchased power, 2007%) 

- U.S. Peer Group ($ US) - . - Newfoundland Power ($ Can) 

U.S. Peer Group Newfoundland 
Year Composite Power 

1999 20.6 13.7 

2000 15.3 13.1 

2001 13.3 12.6 

This measure represents the corporate electrical operating and maintenance expense (excluding 
fuel and purchased power), as defined by the FERC code of accounts, expressed on a per MWh of 
total energy sold basis. Total energy sold includes sales according to retail rate schedules, and 
sales for resale, such as sales to other distribution companies, sales to retailers, and energy 
interchanged through the power system (usually through transmission facilities). 

The trend line for the U.S. utilities shows a significant decrease up to 2001 and a slight upward trend 
since 2001. This reflects a dramatic reduction in production expenses (net of fuel and purchased 
power) that occurred between 1999 and 2001. The reduction in production expenses is likely due to 
industry restructuring or a change in policy for reporting such costs to FERC. The U.S. utilities' 
individual 2007 measures varied from approxin~ately $4 to $37 per MWh. 

The trend line for Newfoundland Power shows a decline over the nine-year period. 

C-7 



Total Operating Expense 
Per Customer 

(Excluding fuel and purchased power, 2007s) 

- U.S. Peer Group ($ US) - - - Newfoundland Power($ Can) 

U.S. Peer Group Newfoundland 
Year Composite Power 

1999 638.02 290.21 

This measure represents the corporate electrical operating and maintenance expense (excluding 
fuel and purchased power), as defined by the FERC code of accounts, expressed on a customer 
account basis. 

The trend line for the U.S. utilities shows a significant decrease up to 2001. This decrease reflects 
a dramatic reduction in production expenses (net of fuel and purchased power) that occurred 
between 1999 and 2001. The reduction in production expenses is likely due to industry 
restructuring or a change in policy for reporting such costs to FERC. Beyond 2001, there is a 
slight upward trend. The U.S. utilities' individual measures varied from approximately $124 to 
approxin~ately $773 in 2007. 

The trend line for Newfoundland Power shows a decline over the nine-year period. 
C-8 
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Companies Included in U.S. Utility Peer Group 
(2007 Information) 

Number of % Production of % Transmission 
Company Customers Sales (MWh) Total O&M of Total 0 &M 

Atlantic City Electric Company 542,126 14,317,855 24.1 3.0 
Bangor Hydro-Electric Company 133,397 1,864,469 0.5 -38.5' 
Central Hudson Gas and Electric Corporation 293,205 4,904,437 1.8 7.7 
Central Illinois Public Service Company 387,776 12,758,227 0.0 17.5 
Central Vern~o~lt Public Sewice Corporatioll 157,919 3,018,123 7.9 18.8 
Uuitil Energy Systems, Inc. 75,442 1,259,222 1.7 35.1 
Deltnarva Power & Light Company 516,059 13,695,905 3.2 6.2 
Duquesne Light Colnpany 585,944 14,160.858 0.0 4.1 
Green Mountain Power Corporation 93,483 2,181,181 7.7 33.4 
Illinois Power Company 613,536 18,495,239 -0.9' 8.7 
Kingsport Power Con~pany 47,624 2,185,822 0.0 5.0 
Metropolitan Edison Company 543,864 16,454,821 -3.2 77.5 ' 
The Narragansett Electric Company 477,612 6,738,061 0.0 19.3 
New York State Electric & Gas Corporation 871,638 16,832,007 1.4 9.8 
Orange and Rockland Utilities, Inc. 221,454 4,470,009 1 .O 7.1 
Rockland Electric Company 72,274 1,703,952 0.0 3.4 
Duke Energy Keutucky 133,876 4,684,997 27.0 14.7 
West Penn Power Con~pany 711,055 20,577,487 0.1 27.6 
Western Massachusetts Electric Co~npany 206,429 4,178,469 0.2 29.3 
Wheeling Power Company 41,332 2,230,165 0.0 7.7 

' Ano~nalous results appear to be related to accounting issues. 
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Canadian Electricity Association 
Policy Paper 

Benchmarking Data in Regulatory Settings (BDIRS) 

As approved by the CEA Executlve Committee 14 October 2005 

1.0 O v e ~ i e w  

CEA ond its members are seekimg Lo improve their common frame work for utility 
performance meesurement and best practices in order to ensure that the i n d u s ~ , -  
shareholders, customers and rate-payers benefit 6om improved performance. 

For many years, Canadian utilities have been portioipating, via CEA and other 
benchmarking organizations, in studies concerning the continuity of service, customefs 
satisfaction, employee safety and cost related indicators. The main purpose of these 
efforts was to improve the operational performance of the participating utilities. The 
process involved: 

Identifyiig participating utilities and the key performance indicators 

Gathering data on various performance indicators 

- Conducting analysis to identify "best performers" 

Establishiig working groups to validate "best performers" and determine "best 
practices" in the various business areas. In many cases this effort included a review of 
reporting practices to validate '%best performers". 

Since the main focus of these efforts was to improve operational performance, through 
the identification of utility "best practices", the data collection methods were not of 
sficient  quality for use in benchmarking for Regulatory purposes. 

Regulators in Canada are increasingly requesting data and results from thcse 
benchmarking studies as a basis to assess electric utility company performance. While 
CEA and its members believe there are limitationsto the use ofbenchmarking data in 
regulatory processes, CEA and its members are actively engaged with regulators to 
improve regulatory reporting in Canada. 

I P ~ ~ ~ ~ ~ S ~ . . W I . I I ~ , L I . ~ . ~ ~ ~ ~ I ~ . ~ . I I I ~ I I  fM~.lSmlilh b8.u I?. O m w . P * ~ i . t ~ s a I  C l I I $  CEA lilltll1>M1I1.I#r:lllll*.ms.hl~a~~b~u ItlilllllUb12~.Rlh1111~1~~1121.hl.Amlco. ACE 



2.0 Context 

Many of the current indicahxs used an intended for operational purposes and as such do 
not require the dsgree of acunscy implicit in regalatory proceedings 

Participstion in benchmPrking ntudic~ lypicnUy urn voluntary. Regulatory actions using 
data for purposes it was w t  intended is likely to nsult in inmrrmrcsults and owld 
therefm inhibitparticipation in benchmarking nctivities for the purposeof operational 
improvemenL This would adversely impset the ability to identie best practices d the 
pwsuit of pnrformance improvanent and ultimately will do n dissmhce to the mlegayer. 

CEA believes it  ha^ a responsibility to devtlap the appropriate cautions concerning tha 
use af noo-verified beocbmking dale i replatory settings. and provide t h a t  cautions 
to membem %for heir use whcn interfacing with regulatory bodies. 

Oivun the inhtmt challeuges in benchmarking with others, utilitics have tended to limit 
the use of  mu^" benchmarkinr! to d i s c o m  d identification ofnbcst uractices". . - 
For utilities, the reldvc d i n g  of &e participanis or the wmpnrimn of e uti& to a 
compmitc hns limited valuc and, when tnkm at face value, has little cornlation to 
ndi;idual utilitics' perform~oce The ullimatc goal is p e r f o m c e  impmvemenl tlncugf: 
lnformed decision mokining nnd rbede(umitratior: and utilization of "ba! practices". 

By its very na(ure, "pew p u p "  benchmarking is an t x l m c l y  chatlenging urnlarkking. 
Ammpts to awunt for unique operating and business environments are complex and 
raquirc detailed information, lhis detailed information, while more tbm adequate for the 
"discwery" p m o s s  which i s  at the heart of performco benchmnrking, is ofien nut of 
suficient quality 10 be d i n  rcylatmy envimnmmtr. 
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3.0 Policy 

3.1 
Policy 1 
Appropriate benchmarkingperbmnce information (which is accurate, verifiable, and 
verified and includes the proper considemtion, caveats, standardized interpretations and 
collection melhodologies) will be developed by CEA for use in Regulatory settings. 
Participating CEA members commit to work towards providing data that meels these 
criteria, on a yearly basis, that will be used in the development of an agreed-to set of 
indices. 

32 
Policy 2 
CEA members do not support apeer-to-peer approach wben assessing a company's 
performance and especially to establish pasdfail crileria for breach and consequence, due 
to the complexity of identifying hue "pcers". This complexity is due to differences 
between companies' geography, climate, customer mix, growth rate, system age, resource 
mix, degree of interoonoection, impact of significant events, and a m g e  of other factors. 

3.3 
Pollcy 3 
h a result of the complexity of "peer" benchmarking, kending the performance of an 
individual utility over time should be uscd as opposed to peer-to-peer benchmarking 

. "..-, ~. 
CEA and its members will work coopernlively rith replatory authorities lo ensure bar 
indicalors used in rcgulalory seniogs are accurate, verifiable and verified, and ore 
rncanineful. Throt~eh CEA's Councils, and in cooocra(ion with members of CAMPUT. 
~~ - - - 

approp&te benchmarking indicators fir assessin2ndividual company perfarmance over 
time will be developed. 

Policy 5 
CEA members will meet or exceed stnndards of data qunlity, integrity and consistency of 
reporting for tliese indicators 
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3.6 
Policy 6 
Im~roved productivitv and ~erformaoce result in simifiwnt benefits to comoanics. . . - . -. 
sliarcholders nnd cuslomers CEA therefore will cont~nue lo promotc the use of 
benchmahog to ~dcntify best practices for performance improvement. 

3.7 
Policv 7 
Only composile benchmarks deemed appropriate for rermlatoly envimnmenb. will be 
p r o d u c e d . ~ ~ i c i p a n ~  arc cnutioocd thai publication ofmet i& not identifitdm 
nppropriote for regularor), envimnmcnts in composite or other form in a rc~ulntow forum 
or elsewhere may result in blocking further pa&cipalion by that member or the 

- 
termination of rurther CEA benchmarking on that mchic. 

---, " 

CEA will subject all proposed new or modified indices to an agreed review process by 
the appropriate Council to ensure that the qualifying criteria ore met 



4.0 Impact on CEA Activities 

CEA Councils will develop as appropriate a short set of high-level indicators to be 
proposed as appmpriate for regulatory purpmes. 

CEA Councils will provide direction to CEA data gathering bodies. This will include 
direction on the appropriate breadth and scope of data being gethered, and any changes 
required to the current indicators. 

CEA's data gathering programs will establish standards for data quality, inlegrity and 
wnsistency of reporting. 



5.0 Implementation 

Toe CEA Policy on the use of Bcnchmwking Data in Regulatory Settings will be 
dcvcloped and refined by the Task Group. 

The CEA Policy will be presented to Counciis in August-September for review 

Once vetted by the Cnuncils, the Policy will be submitted for approval to the CEA 
Executive Committee and Board of Directors in October and November, and, pending 
approval, will become public.. 

Bcgtnning in fall 2005, the Councils will work with CEA dare gathering programs to 
dcfine the appropriate indlcalon for urc in rcgulalory senings. 

CEA Councils will provide shategic direction of data gathering bodies aod aotivitier 
beginning in 2006. 
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