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OVERVIEW OF OPERATING COSTS

OperatingCogs

The operating costs presented in this Exhibit represent the annuarehfures required to
sustainLUR distribution operations.LUIF 2f f 264 GKS h9. Qa ! O02dzy (i Ay :
OGKS a!tlé0 AY RAAGAYIdZAAaKAY3I $2N] LISNF2N)YSF
summary ofLUI® operating costs fo2008 Board Approved@008 Actual, 2009 Actual,2010

Actual 2011Bridge Year and the012Test Year in accordance with the Filing Requirements, is
provided in Table 1 below.A summary of the variances as required by the Filing Requirements

is provided in Tabkl.2through1.6.

Table 40 Summary of OM&A Expenses

Summary of OM&A Expenses

Description 2008 Board Approveq 2008 Actual | 2009 Actual | 2010 Actual | 2011 Bridge Yeaf 2012 Test Yeal
Operations $ 620871{$  617177]$ 505675/ %  415821] § 579,609|$ 879,396
Maintenance $ 104,107| $ 713378 139615 % 225312 $ 306,219|$ 391,786
Billing &Collecting $ 428844|$  440285|§ 4077158  425479| 501,542/ $ 500,298
Community Relations $ 19,767| $ 8,053(-$ 4,705| $ 13,355| $ 13927] $ 14,345
Administrative & General Expense | $ 921,831|$ 741765 $  806,924| $ 1019724/ $ 1,047,829 $ 1,281,489
Total OMNEA $ 20954201 & 1884617]§ 1855224 $ 2,099,690/ $  2449,126] § 3,067,314
Year by Year Increase -0.02 -1.58% 11.64% 14.21% 20.15%
Compound Annual Growth Rate from 20
Approved 10%
Compound Annual Growth Rate from 20
Actual 13%
Inflation Rate Canada CP!I 2.4% 0.3% 1.8% 3.0% 3.0%

*2011and 2012Inflation Rate of 3.% based omverage betwenJanuary June2011Canada CPI from
www.statcan.gc.cand http://www.bankofcanada.ca/
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Table 41 Summary OM&A Expense Varianc2808Approvedvs.2008Actual

OM&A: 2008 Approved vs. 2008 Actual

Description 2008 Approved |2008 Actual |Variance $|Variance %
Operations $620,871 $617,177  -$3,694 -0.69
Maintenance $104,107 $77,331 -$26,77( -25.79
Billing & Collecting $428,844  $440,28% $11,441 2.7%
Community Relations $19,767 $8,053 -$11,714 -59.39
Administrative & General Expense $921,831 $741,765% -$180,064 -19.59
Total OM&A Expense $2,095,420 $1,884,617 -$210,809 -10.19

Table 42 Summary OM&A Expense Varianc2808Actualvs.2009Actual

OM&A: 2008 Actual vs. 2009 Actual
Description 2008 Actual 2009 Actual |Variance $|Variance %
Operations $617,171 $505,67% -$111,502 -18.19
Maintenance $77,337 $139,613 $62,279 80.59
Billing & Collecting $440,284 $407,71% -$32,57( -7.49%
Community Relations $8,053 -$4,708  -$12,758 -158.49
Administrative & General Expense $741,764 $806,924  $65,158 8.8%
Total OM&A Expense $1,884,617 $1,855,224 -$29,394 -1.6%

Table4.3 Summary OM&A Expense Varianc2809Actualvs.2010Actual

OM&A: 2010 Actual vs. 2011 Bridge Year
Description 2010 Actual 2011 Bridge [Variance $|Variance %
Operations $415,821 $579,609 $163,784 39.49
Maintenance $225,317 $306,219 $80,9071 35.99
Billing & Collecting $425,474 $501,542 $76,063 17.99
Community Relations $13,355 $13,927 $572 4.3%
Administrative & General Expense $1,019,724 $1,047,829 $28,104 2.8%
Total OM&A Expense $2,099,690 $2,449,126 $349,434 16.69
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Table 44 Summary OM&A Expense Varianc2810Actualvs.2011Bridge Year
OM&A: 2010 Actual vs. 2011 Bridge Year

Description 2010 Actual 2011 Bridge |Variance $|Variance %
Operations $415,821 $579,609 $163,784 39.49
Maintenance $225,317 $306,219  $80,907 35.99
Billing & Collecting $425,474 $501,542 $76,063 17.99
Community Relations $13,355 $13,927% $572 4.3%
Administrative & General Expense $1,019,724 $1,047,829 $28,104 2.8%
Total OM&A Expense $2,099,690 $2,449,126 $349,436 16.69

Table 4.55ummary OM&A Expense Varianc2811BridgeYearvs.2012TestYear

OM&A: 2011 Bridge Year vs. 2012 Test Year
Description 2011 Bridge 2012 Test  |Variance $|Variance %
Operations $579,604 $879,396 $299,787 51.79
Maintenance $306,214 $391,786 $85,561 27.99
Billing & Collecting $501,542 $500,298  -$1,244 -0.2¢9
Community Relations $13,921 $14,345 $418 3.0%
Administrative & General Expense $1,047,829 $1,281,489 $233,66( 22.39
Total OM&A Expense $2,449,126 $3,067,314 $618,189 25.29

Table 46 Additional Total OM&AExpense Comparative Informatiohable

Required Total OM&A Comparison Variance %

Test Year vs. 2008 Actual $1,182,696¢ 39%
Test Year vs. 2008 Approved $971,894 32%
Test Year vs. 2009 Actual $1,212,090 40%
Test Year vs. 2010 Actual $967,623 32%
Simple Average Variance % for all Actual Years |$1,083,576¢ 35%
Compound Annual Growth rate for actual years 13%

For comparison purposddJlhas provided Table 4which compares the cost per customer of

LUIto the LDCs iits top 20cohort which are omparablein population servecustomer sizeas
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indicated by the2008 PEG report. Theperating, maintenance and administratiexpenses
and customerrecords are pulled from theeported figuresin the 2010 OEB YearbookThe
2010 OM&A Expenses includes taxes other than income whereas the analysis above does not

include taxes, however once the above tables include taxes all reports are equaling.

Table 4.7¢ Cost per Customer Comparison

. Lakefront Rl Renfrew Parry Sound E.L.K Energ IS
Comparable Utilities L Hawkesbury Power Power
Utilities Hydro Inc. . Inc. L
Inc. Corporation Distribution
Efficiency Ranking 3 1 2 12 14 20
Population Served 22000 10500 7846 6500 21873 31500
Residential Customers 8369 4817 3654 2773 9899 16769
General Service < 50kW Customers 1069 593 442 538 1187 2009
General Service > 50kW Customers 133 86 59 66 119 162
B) Total Customers 9571 5496 4155 3377 11205 18940
Expenses
Operating $ 415821 % 75,104| $ 206,387|$ 198,937[ $ 236,550 $ 1,106,741
Maintenance $ 225312|$% 131,509($ 145465[$ 163,008 $ 310,300| $ 1,115,511
Administrative $ 1,458,558/ $ 661,075 $ 680,569 $ 679,154| $ 1,536,447| $ 2,696,758
Other $ 46,698| $ 15,678| $ - |8 - |$ 3L,759(% 74,556
A)Total OM&A Expenses $ 2,146,389 $  883,366| $ 1,032,421 $1,041,099| $ 2,115,056| $ 4,993,566
C) OM&A Per Customer C) =A)/B) [ $ 224 $ 161| $ 248| $ 308| $ 189| $ 264

10
11

12

13
14
15
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17
18

providedin thisExhibit 4

the Filing Requiremds as0.5%2 T

RAAGNAROGdzOA2Y

accounts that require input and forecast explanation.

NB O Sy dzS

and is required to useb50000 as the default materiality threshald\s the threshold Wi not

Detailed information with respect to OM&A costs and variances, arranged by USoA account, is

The variance used to determine the OM&A accounts requiring analysis has been prescribed by

FT2NJ RA

revenueless than or equal t810 million LUI has a r@nue requirement less than $ 10 million

always capture all variances needing explanation LUI will provide additional analysis to the
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Table 48 Materiality Threshold

Descrpon 208 Acuel 2008 Board Approved 209 Acta 210 Adua 011 Bridge Year 2012 Fu Test Year
Disthuton Revenue Reguiemen §37179% §3965,16 $4006.725 $4,010859 966,786 $4T25087
ety (Below $100) $18500 §19926 s §20054 $1983 §361

As indicated in Table 48 the lowest materiality limit during the past 4 years is

4 $18.590 | for LUl To ensure a thorough analysis)i has provided analysis of all

variances greatethan $£0,000 or as mentioned above, to the accounts requiring further

analysis explanation vane there may be question

OM&A COSTS

OM&A costs in this Exhibit represebtl tntegrated set of asset maintenance and customer
service activityto meet public and employee safety objectives; to comply with therDution
System Code; environmental requirements and government direction; and to maintain
distribution business service quality and reliability at targeted performance levels. OM&A costs
also includecosts to provideservices to customers connected ltdJR distribution system, and
meetingi KS NBIljdZANBYSyGa 2F GKS h9o9.Qa {4 yRINR
Code.

The proposed OM&Aost expenditures for the2012 Test Year are the result of a business
planning and work prioritization process that ensures that the most appropreaist, effective
solutions are put in placeLUl strives to make sound and efficient business decisions while

maintaining perspective for opportunities in the future.

LUlis proposing recovery a2012 Test Year OM&A costgxcludingamortization PILs and
3,067,314

interest totaling ¢ Including the amount of JR 49,542 |taxes other than

income taxes the total distribution expenses LUI is proposing to recovery for 2012 &aast

{ c
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1 is 4l 3,116,856 | Please see the chart for break down of the OM&A expensesdbg 2
2 Test Year.
WORKING CAPITAL ALLOWANCE FOR 2012
Distribution Expenses
Distribution Expenses - Operation 879,396
Distribution Expenses - Maintenance 391,786
Billing and Collecting 500,298
Community Relations 14,345
Administrative and General Expenses 1,281,489
Taxes Other than Income Taxes 49,542
Less: Capital Taxes within 6105
Total Eligible Distribution Expenses 3,116,856
Power Supply Expenses 23,056,611
Total Working Capital Expenses 26,173,467
: Working Capital Allowance rate of 15% | 3,926,020
4
5 OM&A BUDGETING PROCESS USEHEWBY
6
7 The operating bdget is prepared annually by management and is reviewed and approved by
8 [ | LBOadd of Directors. The budget is prepared before the start ahef@gscal year, and
9 provides a initial plan and mappingagainst which actual results may be evaluated. Once
10 approvedthe budget is only revised @ material change in planisquired
11 Operating Work plans
12 TheDepartmentManages provide input for the preparation of the departmental budget. The
13 following directives are provided to each manager and director:
14 1 Ouside expenses for ladepartment budgets are built usingrevious year actual
15 current year forecast and current year budget as the base
16 1 Significant variancesa spendingrom prior yeas must be explained and documented

LAKEFRONT UTILITIES INC.

EB-2011-0250
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1 Review the headcount of the degeent for accuracyand outline any changes

1 Accounting prepares a total labo budget by department using projected wage and
benefit cost Overtime and account distribution are based on previous years aptusl

any identified changes for the future yea

Income Tax, Large Corporation Tax and Ontario Capital Taxes

LUIis subject to the payment of PILs under Section 93 oRleetricity Act, 1998as amended.
The Applicant does not pay Section 89 proxy taxes, and is exempt from the payment of income
and capital taxes under thincome Tax Act (Canadahd the OntarioCorporations Tax Act
Please refer to Exhibit Appendix Gor further tax calculations and a copy of tR@10Federal

T2 return.

DEPARTMENTAL AND CORPORATE OM&A ACTIVITIES

Operations and Maintenance

The expenses for this department include all costs relating to the operation (5008)

and maintenance (510 mpp 0 2F [ ' LQa St SOGNAROIf &aeadsSvyo
costs and norcapital material spending to support both smfuled and reactive
maintenance events.In addition, costs are allocated from support departments to cover

the costs of Labour Burden, Technical Services and Stordee most cost efficient

manner. [ ! LQ& YIAYyGSylyO0OS &GN i &InnimkarBactite2andi KS S|
emergencytype work through an effective planned maintenance program (including

predictive and preventative actions).
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[ LQa Odzad2YSN NBSalLlRyairodSySaa |yR adaiasSy NB
continually to ensure that LWUQ& YIFIAYy(iSylyOS &GN} GS3e Aa S
O22NRAYIFIFGSR gAGK [ LQ& 2y32Ay3 OFLMAGIE LINRBESS

identify capital upgrades LUI can adjust its capital spending priorities accordingly.

Predictive Maintenance

Predctive maintenance activities involve the testing of elements of the LUI distribution
system. These activities include infrared thermography testing, transformer oil analysis,
planned visual equipment inspectionand pole testing. These evaluation toase all
administered using a grid system with appropriate frequency levé@saluation is
performed using a cyclical maintenance cycle of all areas that LUl preseniay.

identified deficiencies found are prioritized and addressed within a suitable trarae.

Preventative Maintenance

Preventative maintenance activities include inspection, servicing, repair of network
components and regularly scheduled tree trimming. This includes overhead and pad
mounted load break switch maintenance and regulaspaction and repair of substation
components and ancillary equipment. The work is scheduled based on the frequency of

use and a combination of time and condition based methodologies. For tree trimming,

[/ LQa RAAGNROdzOAZ2Y & SBliladasts. (EScNNIadrahiNStrimimad RA A

on a three year schedule.

Emergency Maintenance

Emergency Maintenance includes unexpected system repairs to the electrical distribution
system that must be addressed immediately. The costs include those relatesptors
caused by storm damage, equipment failure, emergency tree trimming andadtn

premiums. LUI maintains an outage data base and constantly evaluates the cldtaye
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to adapt its predictive and preventative maintenance actions. The ultimate ol to
prevent or greatly reduce the requirement for emergency maintenance. An answering
ASNIWAOS O2YLI ye KFa o06SSy O2yGNX OGSR (2 O2yi

staff in the event of service problems outside of normal business hours.

Servie Work

The majority of costs related to this work pertain to service upgrades requested by
customers, and requests to provide safety coverage for work (overhead line cover ups).

This includes service disconnections and reconnections by LUI for all esext@isses;

assisting preapproved contractors; the making of final connections after Electrical Safety

L dzGK2NRAGE 0a9{! 0 AyalLlSOlArAzy F2N) aSNWAOS dzLJ3

Network Control Operations

LUI is in the process of installing aA®RX& (Supervisory Control and Data Acquisition)
system in its 27.6kV stations and at its wholesale metering points. Communication and

Network operating costs are to be chargedaocount 5085.

Metering

The LUl metering department is responsible for thestallation, testing, and
commissioning of all new and existing simple and complex metering installations. Testing
of complex metering installations ensures the accuracy of the installation and verifies

meter multipliers for billing purposes.

Meteringis @ O2dzy G 6f S F2NJ aYF NI YSGSNI LINeOSaasSa
is performing as required and that the meters are measuring accurately and
communicating daily with the IESG. A UK GKS AyadaqlttlriAzy 27
operational expenses incledMDMR, AMI and ODI costs.
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Revenue Protection is another key activity performed by Metering, by proactively
investigating potential diversion and theft of power. Metering is developing processes
using the smart meter system to compare the totalized aomgtions of the electric

services connected to the distribution transformer with the consumption recorded at the

distribution transformer.

Substation Services

{dzoadlGA2y aSNWAOSa | OGAGAGASE FRRNBKaa GKS

substations. This includes both laho costs and norcapital material spending to support

both scheduled and emergency maintenance events. As with the maintenance activities,

[ LQ& adzmadlidAiAzy YFAyaSylFryOS &aGNXGS3e ¥F20dza
emergercy-0 8 LIS ¢2NJ] o0& AYLINRPGAY3I GKS STFFSOGADSYS

program (including predictive and preventative actions) for its substations.

Technical Services Department

In 2012 theTechnical Servicedepartment will be responsible for keepingset related

RIFEGF dzLJ 62 RFGS 2y |y StSOGNRYAO DS23INI LKAO

Supervisory Control and Data Acquisition (SCADA). The GIS ggstemd for asset
management activities, troubleshooting system problems, delivering undergtoutility
locating services for excavating contractors and for design and construction activities
including new capital projects and customer connection§echnical Servicewill also
implement and manage the proposed SCADA systBachnical Serviceslso delivers the
designs for capital projects and provides distribution system asset information to many
departments within LUI Technical Servicesosts were allocated to operations,
maintenance, capital, and Third Party receivable accounts based onlabialr, truck and
material costs. A standard overhead percentage is set at the beginning of the year and

adjustedif requiredto actual at year end.
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Stores/Warehouse

Stores area is shared duties of other departments and is accountable for managing the
PNBE OdzZNB YSyYy > O2yGNRf I | YR Y2&@&aiéng (Thig Wwouldy I G S NA
include monitoring inventory levels, issuing material receipts, material issues, and

material returns as required

Garage/Fleet
This area is shared duties of other depagnts and assists with the maintenance and

control of approximatelyll fleet vehicles. Its objectives include keeping maintenance
schedules to ensure vehicle reliability and safety, and the minimization of vehicle down
time. Vehicle costs are allocategd operations, maintenance, capital and Third Party
receivable accounts based on number of hours used. A standard hourly cost/hr is set for

all vehicles within the fleet. Costs are adjusted to actual at year end.

Labour Burden/Health and Safety

Thisdepartment collects the cost of all employee benefits and payroll taxes such as El, CPP,
EHT, WSIB, and group insurances. Caostsakhocated to all departmentbased on direct
labour. An overhead rate is set at the beginning of each year and adjifstequiredto actual

at year end.

In addition, the cost of Health and Safety is included in this department. Costs include Health &
Safety program supplies as well labour costs associated with safety meetings. LUI is committed

to maximizing productivitand reducing risk of injury by initiating health and safety measures

GKIG F20dza 2y LINBGSy iUl 6A@GS | OlAazyao [ LQa Oz
involves documenting unsafe behaviors, monitoring conformance to established standards and
policies, determining the effectiveness of safety training and monitoring the resolution of safety
recommendations/audits; commitment to continuous improvement in training; and identifying

and correcting root causes for system deficiencies. LUI recesttlg\eed the milestone of
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380,000 hours without a lossme incident and continues to record hours on its path to
achieving its next health and safety milestohell continuously enrolls its staff in training and
development to keep consistency and aheagaonstantly changing work environment. LUI

also pays close attéion to its succession planning

Customer Service

The Customer Service group is responsible for the customer caneited for the

approximately 98nn OdzA G2 YSNBE Ay [hede QétivitiasSincldde Orieter I NS | @

readingTOU billingenquiries callcenter, collections, and other back office functions. LUI

aspires to achieve customer service excellence in its processes and customer programs.

The costs associated with the Customer \B&# department are collected in accounts

5305 to 5340.

Meter Reading

Meter reading services are contracted out to a nraffiliated third party under a service
contract agreement. Oraverage the contractor readapprox. 5,000electric service
meters per month as of preparation of this application The current meter reading
contract was negotiated idanuary 2011 The agreement now operates in the yearlong
contractual terms This cost is forecasted tdissipatefollowing successful integratioof
the{ YIF NI aSUi0SNAYy3I Ay [!LQ&a I NEI®

Billing

LUI performs monthlyand bimonthly billings and issuesapproximately68,000 electricity

invoices annually to customers. On average this total includsfinal billsmonthly for

customers moving within or outsidefo [ ! LQa aSNIWAOS GSNNAG2NERO®

is created based on the meter reading schedule to ensure timely billing of services. The
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billing functions include th&EE processes; EBT and retailer settlement functionsver

1,300 retailer accaunts; account adjustments; processing meter changes; and other
various account related field service orders and mailing services. LUI offers customers a
number of billing and payment options including wdtk counter service,arrears

managementan equalpayment plan and a preauthorized payment plan.

Collections

Collections involve a combination of activities, including the collection of overdue active
accounts, security deposits and final bills for service termination. In an effort to minimize
credit losses, LUl enforces a prudent credit policy in accordance with the Distribution
System Code. Active overdue accounts are collected #ouse staff through notices,
letters and direct telephone contact. Final @hd inactive accountollections are irned

over to a collection agency after collection methods are exhausted.

Community Relations

LUI is committed to providing consumer information and responses, in a timely and
proactive manner, on electricity distribution and related issues. LUl mmigta presence

in the communities it serves, where LUI staff is available to answer customer questions in
a friendly environment{ A y OS [ 5/ & -tohiB-OdzKE2 YESINEOST 2 NI (G KS
industry, LUI has an important role to play in educating thelmubbout electricity safety

and energy conservation. LUI participates actively in the prescribed OPA conservation and
demand programs administering the majority of the programs utilizing LUI staff. LUI is
very active in the community promoting conservati initiatives, attending a numbeof
community events each year andistributing energy conservation handouts and OPA
coupons These activities are expected to increase over the years to include Town Hall
meetings for both transparency and the aggresgiwemotion and marketing of our CDM

initiatives.
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ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and general expenses include expenses incurred in connection with the general
administration of the utility's operations. Within LUI, the following fuocal areas are
considered to be part of general administration and, as such, all expenses incurred within these

functional areas are accounted for as administrative and general expenses:

1 Executive Management (5605);
1 Management Salaries and Expenses (5610)

1 Finance and Administrative Services (5615);

Executive Salaries and Expenses: 5605

This account includes expenses for Executive Management including salaries and related
expenses. Consistent with Section 2.7 d@f the June 12,20110ntario Energy Boar@hapter

Two of the Filing Requirements K A OK  &VidrelitHer@ Are three or fewer employees in

any category, the applicant should aggage this category with the category to which it is most
closely related. This higher level of aggregation shoulddsginued, if required, to ensure that

no category contains three or fewer employges. [ ! L K| Zaccdurd 36805 with i S R
account 5615 and will shoexpenses and salaries in 56f#cordedinto 5615 The expenses

that are incurred in this account are sty for the directors fees.

Management Salaries and Expenses: 5610

This accountincursthe expenses for Management including salaries and related expenses.
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Administrative Services: 5615

Administrative Services is comprised of several-acdounts: Accoummg/Finance, Corporate
Administration and Personnel Administration. The Finance department is responsible for the
preparation of statutory, management and Board of Directors financial reporting in accordance
with CGAAP and OEB reporting requiremeatsdaily accounting functions, including accounts
payable, accounts receivable, and general accounting; treasury functions incladsiy
management risk management, accounting systems and internal control processes;
preparation of consolidated budgets andrégasts; and supporting taRILScompliance. The
department is also responsible for akgulatory reporting and compliance with applicable
codes and legislation governing LUI including development and preparation of rate filings,

performance reporting, ad compliance.

The Corporate Administration and Personnel Administration department is responsible for
providing support services required to operate an effective corporation as well as human

resourcerelated support services.

Expenses included in Adnstrative Services include salary and related payroll burdens
associated with the Accounting Supervisor, Financial & Regulatory Analyst, Accounts Payable
Clerk, Accounts Receivable Clerk, and the Administrative Assistant, as well as incidental

expenses relting to corporate services support and human resource support.

Outside Service Employed: 5630

Outside Services Employed include, but are not limited to, consulting and professional fees of
accountants and auditors, actuaries, legal services, puldtioas counsel and tax consultants.

This also includes the supervision fees and expenses paid under contract by LUI for general
management services. To the extent of the cost of professional services that can be assigned to
a particular function, activitgr account. This account does not include inspection or brokerage

fees and commissions that are chargeable to other accounts in connection with security issues.
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Employee PosRetirement Benefits: 5645

Employee PosRetirement Benefits include annualxgenses for postetirement benefits

provided to eligible LUI employees in accordance with company policy and as provided in the
collective bargaining agreement between LUI and its union. The annual expense and liability

are determined in accordance witBection 3461 of the CICA Handbook and supported by an
actuarial valuation that is completed evetyo to three years.LUI has engaged an external
O2yadzZ GlFyd G2 06S3IAY GKS ¢2N] NB|[ pzhé@a&uaia? LINS L.
report expeted to be completectarly 2012for the year end December 32011.

Regulatory Expenses: 5655

Regulatory Expenses include those expenses incurred in connection with Decisions and Orders
on Cost Awards for hearings, proceedings, technical sessionstlardneatters before the OEB

or other regulatory bodies, including annual assessment fees paid to a regulatory body. Annual

fees assessed by the OEB are included in this expenditure category.

Maintenance of General Plant: 5675
Expenses under Maintenancé General Plant include all costs of operating the sereeger

and office building. These include items such as: building utility costs, maintenance & repairs to

the office building, lawn care & snow removal, and burdened salaries for facilities petson

9f SOGNAROIE {FFShe ! dzikK2a2NAGE 6a9{!é0Y pcyn
O9ELISy&asSa dzy RSN 9f SOGNAOFE {FFSdeée !dzik2zaNA(G& ¢6a
as well as annual audit expens@&dembershipduesand other miscellaneouassociation fee

costs are included irhts account. LUI is a member of the Electrical Distributor Association and

the rnerstone Hydro Hectric Goncepts. CHE@Gas a membership of 12 small LDCs and

0 K NP dz3 &ssogigon Witk the CHEC group LUI hasrked together to reduce costsand

shae resources LUI hasworked together on common Conditions of Service, Economic

Evaluation process, Smart meter procurement, RFP for Collection Agency services and Audit
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services, CDM programs, IESO and settlement issues, joint training sessiontheand

implementation oflFR&nd the Cost of Service Rate Applications.

LUI Account by Account Details
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Table 4.9Detailed Account by Account Operation Expenses

Usoh Do B 2008Board | 2008 Actual | 2009Actual | 2010Actual | 2011 Brdge | 2012 Test
Anproved
5005 {Operation Supervision and Engingering M049 | 148309 | 158A0L | 183M0 | 18893 | 33678
5010 |Load Dispatching 0 0 0 0 0 0
5012 (Staton Buildings and Fixures Expense 0 0 0 0 0 0
5014 (Transformer Station Equipment - Operation Labour 0 0 0 0 0 0
5015 {Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0 0 0
5016 |Distibution Staton Equipment - Operation Lahour 7,686 134 5211 L83 258 259
5017 |Ditrbution Staton Equipment- Operation Supplies and Expenses 450 63,064 20690 4151 29602 35331
5020 |Overhead Distibuton Lines and Feeders - Operation Labour 260858 23159 193369 160832 178880 | 309975
5025 (Overhead Distibuton Lines & Feeders - Operation Supplies and Expenses | 137134 | 1383540 | 10790 | 26977 1208 | 1261683
5030 (Overhead Subtransmission Fegders - Operation 0 0 0 0 0 0
5035 |Overhead Distibuton Transformers- Operation 1558 2449 0 0 0 631
5040 (Underground Distribution Lines and Fegders - Operation Laour 25467 29339 25509 17498 18023 25000
5045 (Underground Distrbution Lines & Feeders - Operation Suplies & Expenses | 3966 15,266 B3 17456 19352 19,933
5050 (Underground Subtransission Feeders - Operaton 0 0 0 0 0 0
5055 (Underground Distrbution Transformers - Operation 0 0 0 0 0 0
5060 - (Street Lighting and Siqal System Expense 0 0 0 0 0 0
5065 [Meter Expense 0 0 0 0 1502 31316
5070 (Customer Premises - Operation Labour 0 0 Kl 0 0 0
5075 (Customer Premises - Materials and Expenses 0 0 0 0 0 m
5085 [Miscelaneous Distibution Expense 2,16 607 19 4404 455 4,693
5090 *(Underground Distrbution Lines & Feeders-Rental Paid 0 0 0 0 0 0
5095 |Overhead Distiouton Lines and Feeders - Rental Paid 0 0 0 0 0 0
50% {Other Rent 0 0 0 0 0 0
TOTAL OPERATING EXPENSES 60611 | LTI | G067y | 415820 | 519609 | 879:3%
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USoA {Maintenance Expenses zﬁ(\)ssrg\;]:drd 2008 Actual | 2009 Actual | 2010Actual | 2011Bridge | 2012 Test
5105 |Maintenance Supenvision and Enginggring 0 0 0 0 38715 52313
5110 |Maintenance of Buildings and Fitures Distribution Stations 0 0 0 0 0 0
5112 |Maintenance of Transformer Station Equipment 0 0 0 0 0 0
5114 |Maintenance of Distribution Station Equipment 0 0 0 0 0 0
5120 {Maintenance of Poles, Towers and Fixtures 3124 3033 831 36,678 40570 41,787
5125 |Maintenance of Overhead Conductors and Devices 0 0 0 0 0 10,000
5130 |Maintenance of Overhead Services 0 0 0 0 0 3,000
5135 |Overhead Distribution Lings and Feeders Right of Way 18,016 24,233 0912 69,204 44,863 45,054
5145 |Maintenance of Underground Conduit 0 0 0 0 0 0
5150 Maintenance of Underground Conductors and Devices 0 0 0 0 0 0
5155 |Maintenance of Underground Services A4 1197 9,015 8,699 8,960 9,229
5160 {Maintenance of Ling Transformers 65,522 35,904 4209 30,881 3,674 36,139
5165 | Maintenance of Street Lighting and Signal Systems 0 0 0 0 0 0
5170 |Sentinel Lights  Labour 0 0 0 0 0 0
5172 |Sentinel Lights Materials and Expenses 0 0 0 0 0 0
5175 |Maintenance of Meters 17231 12970 40217 79,848 uL2am 194,264
5178 |Customer Installations Expenses Leased Property 0 0 0 0 0 0
5195 |Maintenance of Other Installations on Customer Premises 0 0 0 0 0 0
TOTAL MAINTENANCE EXPENSES 104207 .31 139,615 2530 306,219 391,786

Table 4.11Detailed Account by Account Billing & Collecting Expenses

USoA Biling & Collecting Expenses 2£ssr§\7:£d 2008Actual | 2009Actual | 2000Actual | 2011 Bridge | 2012 Test
5305 |Supervision 0 0 0 0 0 0
5310 |Veter Reading Expense 6,533 64,970 63178 62690 134101 1719
5315 |Customer Billng 086 | 12411 | 19841 | 16867 | 13057 | 131,000
530 (Collecting 97303 97,641 92,675 103730 | 10682 | 13027
5325 |Collecting- Cash Over and Short (1) 5 128 (17 0 0
5330 |Collection Charges 516 4440 895 4,067 4,050 411
5335 |Bad Debt Expense 234 29,69 13290 22,681 21,888 2545
5340 Miscellaneous Customer Accounts Expenses 2139 | 1115 99,078 10561 | 1039% | 195102
TOTAL BILLING & COLLECTING EXPENSES 08844 | 40285 | 407715 | 45419 | S0L542 | 500298
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Table 412 Detailed Account by AccounCommunity RelationgExpenses

USoA |Community Relations Expenses Operation 2/2[?;:\7:[;(1 2008 Actual | 2009 Actual | 2010Actual | 2011Bridge | 2012 Test
5405 |Supervision 0 0 0 0 0 0
5410 |Community Relations - Sundry 19,767 8,053 (4,705) 13,355 13,927 14,345
5415  |Energy Conservation 0 0 0 0 0 0
5420 |Community Safety Program 0 0 0 0 0 0
5510 |Demonstrating and Selling Expense 0 0 0 0 0 0
5515 |Advertising Expense 0 0 0 0 0 0
5520 |Miscellaneous Sales Expense 0 0 0 0 0 0
TOTAL COMMUNITY RELATIONS EXPENSES 19,767 8,053 (4,705) 13,355 13,927 14,345

Talde 4.13 Detailed Account by Accoureenagal & AdministrativeExpenses

USoA |General & Administrative Expenses 22:));5\?:(;(1 2008 Actual | 2009 Actual | 2010 Actual | 2011Bridge | 2012 Test
5605 |Executive Salaries and Expenses 17,657 16,612 33,310 46,510 47,906 49,343
5610 [Management Salaries and Expenses 312,318 336,516 365,367 426,686 449,700 494,916
5615 |General Administrative Salaries and Expenses 148,698 86,694 71,139 91,247 93,985 143,854
5620 |Office Supplies and Expenses 93,931 71,736 95,090 99,808 102,802 105,886
5625 |Adminsitrative Expense Transferred-Credit 0 0 0 0 0 0
5630 |Outside Services Employed 138,624 7,309 62,428 70,228 101,364 155,405
5635 |Property Insurance 19,915 20,347 24,675 21,066 21,878 28,715
5640 |Injuries and Damages 39,556 48,141 48,045 58,794 60,558 62,375
5645 |Employee Pensions and Benefits 0 0 0 0 0 0
5650 |Franchise Requirements 0 0 0 0 0 0
5655 |Regulatory Expenses 82,531 85,631 33121 58,782 85,546 103,562
5660 |General Advertising Expenses 5,025 2,050 3,486 2213 2,583 4,660
5665 |Miscellaneous General Expenses 3524 2,450 40 0 830 855
5670 |Rent 0 0 0 0 0 0
5675 [Maintenance of General Plant 32,464 28575 44,930 32,38 33,370 84,371
5680 |Electrical Safety Authority Fees 21,588 29,704 40,600 53616 41,306 47,546
5685  |Independent Market Operator Fees and Penalties 0 0 0 0 0 0
5695 |OM&A Contra Account 0 0 (21,913 (53,778) 0 0
5681 |Special Purpose Charge Expense 0 0 0 106,153 0 0
TOTAL GENERAL & ADMINISTRATIVE EXPENSES 921,831 741,765 806,924 1,019,724 1,047,829 1,281,489
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VARIANCE ANALYSIS ON OM&A COSTS

LUl has provided a dailed OM&A cost table covering the periods fra2008 Actual, 2008

Board Approved2009Actual,2010Actual,2011Bridge Year an@012Test Year including the
variances year over year Exhibit 4, Tables 4,4.2, 4.3, 4.4, 4.5 and 4&bove. Before moung

to a variance analysis for each account that exceeds the materiality threshold, a summary of
total OM&A expenses is presented below Table 416 along with an analysis of the total
movement from2008 Actual to2012 Test YearThe operating budget is ppared annually by

management and is reviewed and approved byloard of directors

Cost Drivers Increases & Decreases

LUI has identified the incremental OM&A cost drivers in the preparation of this application,

which are detailed below in Table 4.T®st Driver TableWhile there are many cost drivers,

certain items are significant enough to warrant special comnieged on the increases over

timed LG aK2dzZ R 0S y20SR 0KIG [ | DD&A c@3Rincréase? NA S N
year over year athit is not possible for Tabk.144G 2 o6 f I yOS O2YLX SiSft & F2I
without detailing every expense or credit. Thariance has been identifiedinK S Wh G KSNJ ! R
LYONBIF&aSk5SONBFasS w26Q G2 YI 1 SAddifogalc&culitiénS 2 LISy
on the row below represents the percentage over closing baldhaethis category contains.

Successful effortat cost containment have allowed LUI to keep its OM&A costs under control.
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208 ACRINS.\ 0 pctial | 2010 Actual | 2011 Bridge | 2012 Test
Approved

Cost Driver

Opening Balance $ 1,942,957.00 $ 1,884,617.34 $ 1,855,223.61 $ 2,099,690.21f $ 2,449,125.85

Distribution
B |Third Party Services (131,315.00)  55,119.00 7,799.74 31,136.45 54,041.28
C [Non-Union Wage Adjustments (38,850.66 36,593.27 88,027.67 2114737 96,522.72
D (Tree Trimming 6,217.00 15,679.00 29,292.25)  (24,341.44 191.12
E |Meter Maintenance (4,261.00 21,247.00 39,631.32 61,428.28 52,987.65
F [Meter Reading (563.00 (1,192.00 (888.46 71,301.67]  (116,999.26
G |Regulatory Fees 1,137.10 (5,174.60 11,807.89 9,844.17 3,401.71
H |Consulting Regulatory Fees 542.48| (1442959 14,925.00 16,078.28 4,379.10
| |Legal Regulatory Fees 154437 (33,701.53 (972.35 141472 10,234.60
J |Over Head Distribution Labour (37,699.00)  (69,790.00 7,463.22 18,047.79)  131,095.40
K |Capital Maintenance (11,058.00 (5,687.00)  (13,298.21 35,408.17 58,641.05
L [Collections 338.00 (4,966.00 11,055.38 311101 23,434.88
M [Software Maintenance (194.00]  (22,047.00 6,182.86 (1,265.64 91,117.27
N (Bad Debts 8,349.00  (16,403.00 9,391.10 (793.04 656.64

Sub Total Closing Balance 1,737,144 1,845,865 2,065,641 2,348,209 2,858,830
0O |Other Ad Hoc Increase/ Decrease 147,473.05 9,358.72 34,049.19  100,916.95  208,483.66

% Qver Closing Balance 7.8% 0.5 1.6% 4.19 6.8%

Closing Balance 1,884,617 1,855,224 2,099,690 2,449,126 3,067,314

Inflation Rate Canada CPI 2.4% 0.3% 1.8% 3.0% 3.0%
A |Inflation / Decrease 46,631 5,842 33,394 62,991 73,474

A) Inflation

LUI has estimated inflationary increases for its OM&élgetat the rate of theyearly

averagepostedCPI inflation. For the 2012 test year LUI usedaberagebetween January

June2011Bridge yearates equaling.0%from the Canada CPI dffie websites

www.statcan.gc.cand http://www.bankofcanada.cato estimate the yearly increase due

to inflation. For the purposes of this cost driver application, total OM&A has been

calculated by the opening balance to identify how labour increases and costing increases

hawe gradually driven expenses upwalmssed on economic progressidoJl did not input

this inflation cost ito the cost driver tablas it found that the other variances wouba


http://www.statcan.gc.ca/
http://www.bankofcanada.ca/
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misapprehendedlue to inflationnot beingpreviouslyremovedfrom the budget pior to the

segregation of expensesed to construct the cost driver table.

Yearc Averagednflation Ratec Total Increase
2008¢ 2.4%¢ $46,630.97
2009¢ 0.3%¢ $5,975.29
2010¢ 1.8%c¢ $34,356.72
2011¢ 3.0%¢  $64419.77
2012¢ 3.0%¢  $74,460.69

LUI is materializing this cost as added increase within the OM&A bshgpeit is
constructedin the actual figuresioweverwill not be represennginflation as a segregated
cost. To predict the future expenses@M&A LUI has takethe into consideration a
conservative 3% increase for variance analysis b&owhe 2011 Bridge Year , and 2012

Test Year forecasts

B) Third Party Services

LUI utilizes a number of third party services for variousvaigs includingaudit, legal,
maintenanceservices, cliection services, and disposal servickeslividuals amounts
fluctuate annually based orequirements each year. Full analysis below in the schedule
for non-affiliate services including a summary of onetiexpensesAny 2012 expenses
expected to occur on a one time only basis divided by four, and spread over the four
year period. LUI also reviewedsts andeduced expenses faontractors, cleanerand
elimination ofcertainexpenseselated to themeter readingof stranded meters

However it should be noted that the meter reading expenses are not eliminated
entirely, LUI notices shift in the allocation of these costs, with the addition of sync
operators and smart meter uploads and monitoririgJ! is aware thaniorder to keep

rates low, LUI must ensure costs are controlled and minimized as much as possible. LUI
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has taken every effort to do this in its procurement processihl a stringent policy of
RFPs and tenders for any costs that are greater than twergytiousand dollarsLUI is
continuously making changes to better cut costs, and produce quality resuts

seeking out all opportunities for economies of scale and shared costs.
C)NonUnionWage Adjustments and Staffing Changes

Non Union Wages allocaldo OM&A accounts reflect inflationary and progressive wage
FR2dzadYSyda Ay | O0O2NRIYyOS gA0K [!LQ&a al yl 3sSy
factor for yearto-€ S| NJ @ NA I yOS a akKz2gy Ay [!LQa 02ai
Fluctuations in OM&A staffing and exs&s occur in response to the increase demand of

additional staff andany supplementary training and developmehiring the yeato meet

business demands-luctuations for this employee group would be due to wage

adjustments, and the number of employeesirK S&aS NP2t Sa dsandfires @& KA NB 3

outlined in the employee compensation amtentive plan below iTable 436.

D)Tree Trimming
LUI rotates it tree trimming work on a three year cycle, which is differing in size
throughout its territory oftwo townshipsg Cobourg and Cramahe. Thestchange year
by yearis characteristicallyepresenting thedissimilaritiesn the cycleand amount of
WHd ho€work required in this account due excessive rain, storms, and other natural
causes that wiltirive costs up and down over the years.
A notable increase in 2010 is due to the area that we trim every 3 years in Colborne
region. A significant amount of work is required for this area and is expected to occur

every 3 years as normal.

The increase i8010reflects a largelecrease inhe year2011 of ($24,342) as a result of
the regular maintenance performed in the cycle of 2010 vs. 2011. This is expected to
continue on the same schedule every thrgearsand a smoothing factor has been

applied to eenly spread the cost over four years.
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B) Meter Maintenance

In 2009 LUWasauthorized by regulation to conduct Smart Metering activities2008

LUI had already begun the RFP process to prepare for the 2009 approval. In 2009, meter
activities were focusg on the installation of new smart meters. This resulted in

increases in the meter maintenance expense account of $27,247 and $39,631 in 2009
and 2010 respectively.Ul incurs the maintenance cost of the stranded meters over the
years of smart metering itallation and stranded meter removalnstallation was

performed over the course of three years

Yearc Meters Installed
2009- 5884
2010¢ 2934

2011-685

l'da 2F GKS 0S3AAYYAY3I 2F Hamm Ayaildlfttraazy
completedand has been activated for billing. TOU billing began on Jiin2011 and

LUI has incurred increased customer service costs due to the public inquiry and new
processes. Smart Meters are driving costs up in operations and maintenance accounts
due to thenewly assigned costs of Kinetig and KTI/Sensus fees needed in order for the
technician toaccuratelyoperate them KTI /Sensus wagproved by PRP International

Inc. Fairness Advisory Services as the number one ranking proponents in the request for

proposal procurement.

Smart Metering impacts OM&A beginning in the years 2012 when the costs associated
with smart meters is brought into rate bas&nothercost driverconcerning Smart

Metering is the increase for the Test Year 2012 of $52¢i&/tobudgetd hiring of a
certified technician to oversee the maintenance of smart metering. Hiring of this
technician ign relationto the asset management and will be required to regularly test,

and operate the new equipment. This increase in 5175 Meter Maintenesnatset by

2
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the costdecreases in account 5310 Meter Reading accamatthey are interrelated

due to the changes within the organization andustrysmart metering initiativesLUI

has performed a cost benefit analysis of hiring outside consultamsé¢osee

maintenance of smart meters and hiring a certified technician. The befedibllar

savings of hiring a skilled technician exceeds the cost of contracting third party services
AY [ LQ&a LINPOdzZNBYSyYyild LRfAOe PkeomsuneSy STAGa

FMeter Reading

Meter Reading is a contracted third party service that LUl employs to perform the
reading of all cycle areas monthly. Meter Reading has been a decreasing cost driver of
2% each year between 2008 to 2010, however in the lerigiear of 2011 thiservice
increased by $71,302 in correlatitm the other cost driver of smart meteringLUl was
required to contract theverificationof smart meter dataand it was necessary that the
meter reader recorded two full cycles of each newter to ensure the proper

operations of smart meters. For the test year 2012 LUI will not require a meter reader
due to the operation of smart meters therefore costs are driven dowa byrecasted

amount ofapproximately($116,999).

G)Regulatory Expense

The increase in regulatory expense for the 2012 Test Year is due to the costs associated
with the 2012 Cost of Service Rate Applicatibhe amount included in the revenue
requirement for 2012 is $40,000 or one quarter of fh@jected onetime costs of

$103,000 which is a conservativiggure relative to other LDC Cost of Service rate
application projections Any one time costs associated with regulatory expenses has
been amortized over the 4 year period that tl2812Cost of Service Rate Application
relates to. A breakdown of ongoing and ehme regulatory expense is provided further

in Table4-30.

l.j
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H)Consulting Expense
LUI is a smalltility with a customer base approximately 800and employee
complement of 19.5 full time employe¢BTEs). DueibKS &AT S 2F [ ! LQa
member of the CHEC group, and combines resources to control expenses and utilize as
well as share industry knowledge. Consulting Expenses have developed as a cost driver
GAOKAY [ LQa 0dzRIASG FeebdlduétiiScredse i RguliBry & 2 y &
reportingand other business needs of the compa@pnsulting Fees have driven
expense increases in 2010, 2011 Bridge and 2012 Test Year. LUI saw the decrease in
2009 following the previous rate application, and expéotsee the same trend within

the budget over the next period.

I) Legal Regulatory Expense
During Cost of Service years LUI has incurred the costs of legal expensegduedly
RNAGS O2a0Ga dz2Jd C2fft26Ay3 [! LQzsedidnthel 27F
IRM periods of 2009 and 2010 by ($33,701) and ($972) respectively. Entering the Cost of
Service rate application year LUl expects to incur increases of $1,4bcamservative
$10,235 in the 2011 bridge year, and 2012 test yeapectively a related to entering a
cost of service application year. These costs are associated with the preparation and
review of the documents that are requiredhe increase in regulatory procedurasd
proceedings has in turn causémjal fees to beomecost drivers of the OM&A budget.
Regulatory Fees have been segregated below in table 4.30pegxhfts are based on

the previous 2008 Cost of Service fees.

J)Over Head Distribution Labour

LUI identifies theasset management program as the major cost drivéhisiaccount.
In the years of 2008, and 2009 decreases were seen in this category. However due to
the companiorcost drivers of aging workforce and asset managenfiecuises LUI

found it necessary to budget increases in this account for labour and ralstéoi retain
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the valueand integrityof it overhead distribution.For thebridge 2011 year, LUI

anticipatesnormal increases to this account including inflation and salary incréase.

the test year 2012 LUI will execute necessary succession planniragsition

employees and manage attrition issuésJI will need to budget the overlapping period

for wages and burden to replace current linemend other staffiwho arenearing

retirement date LUI is conscious of its employee budgeting costs and has timame

one lineman who is of retirement age and must plan accordingly to ensure employee

continuity and reliability in the electric service.

K) Capital Maintenance

Capital Maintenance has become a cost driving category due to the aging of capital

assetsand the maintenance that is required to keep all assets in working order. In the

year 2008, 2009, and 2010 LUI saw decreases in maintemattoebudget due to the

focus on capitalizatiorso as a result labour decreased in maintenance focus, and was

directed to capital creation. élvever increaseare due to[ | fo€u& on asset

management andnajor maintenance¢o minimize reactive work, and preserve the
dza STdzZ tATFS 27F [ ! L WarkirdthzRA1Rbkiggaand 2042kist S |j dzA LIY' S

planned to be escuted such as

1 Building Maintenance Painting, waste management, storage

1 Interior ¢ Flooring,office restructuringgceiling repairs, air quality tests

and electricaltewiring.
1 Exterior¢ Roofing,Outside Wall repairs

1 Asset Retrofits,replacements andapairs

¢tKS AYONBIaS 20SNIfft | Y2dzyiAy3

capital and maintenance required to preserve its usefulness.

27

PdnZ

npn
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Carryover of the maintenance schedule due to the back order was pushed into the 2011

year,alod A GK [!LQ&a LXFya (2 AYyONBIFasS OFLAGLHC

budgeted to resume this in the year 2011 which is accounted for however will show a

slight incremental lift as it isudgeted spendintp spread over four years.

L) Collections

LUIhaswitnessed thecollections accont becominga cost driveiover the past 4 years
due to theeconomic environment and the recession in economy in 200&rge
increasen expensdotalling $37,602 is seen over the years of 2@12012 testyears

due toincreases in late customer bill payments and decreases in job security.

Previously in Exhibit 3 it was noted thatK S NB Y2 @+t 2F | € NBS
distribution service aregareviously classified &S> 300@999hasclosed. The closing
of thislarge companyalso took with it many locally employédS 2 L#mfldysent As

resultof these economic downfalls there has been increased demand ondlections

department.Changes to customer service and collection rules mandated by the OEB and

effectiveJanuary 2011 are expected to increase this further.

M )Software Maintenance

Software maintenance has become a cost driver du@dceases in software
maintenance fees which traditionally have exceeded the inflation rate and is expected
to continue.For the Teslear 2012 there is an expectddven increase cost of $91,117
sinceLUl will need to upgrade its current softwarean updated systenn orderto
maintainadequate and appropriateervice level standardsAdditional increase fothe

test year 2012isthe anticipated rising feeby nearly $12,00€or installation of smart
metering and increased demand for LtOutilizeinformation about the utility for

regulatoryreporting purposes.
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N) Bad Debts
As demonstrated Bad Debts can vary from ytearear; they are strongly dependent on
the economic environment. In 2008, the downturn in economy resulted in Bad Debts
expense of $29,693 which was $8,349 above the board approved fiiselarge figure
is related to the collections increase, angbignarily resulting of loss of employment
and the movement of industry suchédsk S NBY2 @+t 2F | € NBHS O2Yl
distribution service aregareviously classified &8S> 300@999 In 2009 tkere was a
decrease of ($16,403)Vver 2008 due to improved ecomic conditions.Changes to the
economyagain justified change® customer service and collection rules mandated by

the OEB and effective January 2011 are expected to increase this further.

O) Other Ad Hoc
LUI isdemonstratingthe dollar amount angpbercentage of other increasédecreases in
OM&A budget due toegularoperations and maintenance in this roW.orrespondingly
this dollar amount can represent any ad hoc work that was done, and adjusted the
budget due to any one time costs incurred. The petage represents the amount of ad
hoc andreactive maintenance costbat cannot be segregated by cost driver variance in

to the closing balance year by year.

VARIANCE ANALYSIS

Consistent with the Ontario Energy Board Chapter 2 of the Filing Requitenfer
Transmission and Distution Applications dated June 22011, LUl has provided variance
analyss for the2012 Test Year v2008 - Last BoardApproved Rebasing ApplicatioAdtua)
and between the2012Test Year an@8010Actual(Most CurrentActuds). LUlhas reviewed the
variance of each U®f A accountby these years to determine where explanations are

necessary. And identification reference has been assigned for each variance exceeding the
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threshold and an explanation of the variance is presdritethe following sectionAs geviously

mentioned extra informatiomwill be provided for any accountequiring additional analysis

Table 415 Detailed Account by Account, OM&A Expensable

Expense Descrpton 200880 \yrve s o009 Actd (2010 Act] 2011 i [012 Te
Approved
Operations
5005-Operation Supervision and Engineering 140,459 148,399 158,401 183,440 188,943 323,678
5010-Load Dispatching 0 0 0 0 0
5012-Station Buildings and Fixtures Expense 0 0 0 0 0
5014-Transformer Station Equipment - Operation Labour 0 0 0 0 0
5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0 0
5016-Distribution Station Equipment - Operation Labour 7,686 1,314 5211 1,043 2523 2,599
5017-Distribution Station Equipment - Operation Supplies and Expenses 41,527 63,084 21,690 4151 29,642 35,331
5020-Overhead Distribution Lines and Feeders - Operation Labour 260,858 223,159 153,369 160,832 178,880 309,975
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses | 137,134 133,540 107,960 26,977 122,488 126,163
5030-Overhead Subtransmission Feeders - Operation 0 0 0 0 0
5035-Overhead Distribution Transformers- Operation 1,558 2,449 0 0 0 631
5040-Underground Distribution Lines and Feeders - Operation Labour 25,467 29,339 25,509 17,498 18,023 25,000
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses | 3,966 15,286 25,314 17,456 19,352 19,933
5050-Underground Subtransmission Feeders - Operafion 0 0 0 0 0
5055-Underground Distribution Transformers - Operation 0 0 0 0 0
5060-Street Lighting and Signal System Expense 0 0 0 0 0
5065-Meter Expense 0 0 0 15,202 31,316
5070-Customer Premises - Operation Labour 0 300 0 0 0
5075-Customer Premises - Materials and Expenses 0 0 0 0 i
5085-Miscellaneous Distribution Expense 2216 607 7921 4424 4556 4,693
5090-Underground Distribution Lines & Feeders-Rental Paid 0 0 0 0 0
5095-Overhead Distribution Lines and Feeders - Rental Paid 0 0 0 0 0
5096-Other Rent 0 0 0 0 0
Sub-Total 620871 | | 617,177 | | 505675 | | 415821 579,609 879,396
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Maintenance
5105-Maintenance Supervision and Engineering 0 0 0 34,875 52,313
5110-Maintenance of Buildings and Fixtures - Distribution Stations 0 0 0 0 0
5112-Maintenance of Transformer Station Equipment 0 0 0 0 0
5114-Maintenance of Distribution Station Equipment 0 0 0 0 0
5120-Maintenance of Poles, Towers and Fixtures 3,124 3,033 8,375 36,678 40,570 41,787
5125-Maintenance of Overhead Conductors and Devices 0 0 0 0 10,000
5130-Maintenance of Overhead Services 0 0 0 0 3,000
5135-Overhead Distribution Lines and Feeders - Right of Way 18,016 24,233 39,912 69,204 44,863 45,054
5145-Maintenance of Underground Conduit 0 0 0 0 0
5150-Maintenance of Underground Conductors and Devices 0 0 0 0 0
5155-Maintenance of Underground Services 214 1,197 9,015 8,699 8,960 9,229
5160-Maintenance of Line Transformers 65,522 35,904 42,096 30,881 35,674 36,139
5165-Maintenance of Street Lighting and Signal Systems 0 0 0 0 0
5170-Sentinel Lights - Labour 0 0 0 0 0
5172-Sentinel Lights- Materials and Expenses 0 0 0 0 0
5175-Maintenance of Meters 17,231 12,970 40,217 79,848 141,277 194,264
5178-Customer Installations Expenses - Leased Property 0 0 0 0 0 0
5195-Maintenance of Other Installations on Customer Premises 0 0 0 0 0
Sub-Total 104,107 71,337 139,615 225312 306,219 391,786
Billing and Collections
5305-Supervision 0 0 0 0 0
5310-Meter Reading Expense 65,533 64,970 63,778 62,390 134,191 17,192
5315-Customer Billing 122,846 122,411 129,841 126,867 130,575 131,000
5320-Collecting 97,303 97,641 92,675 103,730 106,842 130,277
5325-Collecting- Cash Over and Short 1 5 128 1 0 0
5330-Collection Charges 516 4,440 8,925 4,067 4,050 4172
5335-Bad Debt Expense 21,344 29,693 13,290 22,681 21,888 22,545
5340-Miscellaneous Customer Accounts Expenses 121,319 121,125 99,078 105,261 103,995 195,112
Sub-Total 428,844 440,285 407,715 425,479 501,542 500,298
Community Relations
5405-Supervision 0 0 0 0 0
5410-Community Relations - Sundry 19,767 8,053 (4,705) 13,355 13,927 14,345
5415-Energy Conservation 0 0 0 0 0 0
5420-Community Safety Program 0 0 0 0 0
5510-Demonstrating and Selling Expense 0 0 0 0 0
5515-Advertising Expense 0 0 0 0 0
5520-Miscellaneous Sales Expense 0 0 0 0 0
Sub-Total 19,767 8,053 (4,705) 13,355 13927 14,345
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5605-Executive Salaries and Expenses 17,657 16,612 33,310 46,510 47906 49,343
5610-Management Salaries and Expenses 312,318 336,516 365,367 426,686 449,700 494,916
5615-General Administrative Salaries and Expenses 148,698 86,694 71,739 91,247 93,985 143,854
5620-Office Supplies and Expenses 93,931 71736 95,090 99,808 102,802 105,886
5625-Adminsitrative Expense Transferred-Credit 0 0 0 0 0
5630-Outside Services Employed 138,624 7,309 62428 70,228 101,364 | | 155405
5635-Property Insurance 19,915 20,347 24,675 27,066 21818 28715
5640-Liability Insurance 39,556 48,141 48,045 58,794 60,558 62,375
5645-Employee Pensions and Benefits 0 0 0 0 0
5650-Franchise Requirements 0 0 0 0 0
5655-Regulatory Expenses 82,531 85,631 317 58,782 85,546 103,562
5660-General Advertising Expenses 5,025 2,050 3,486 2,213 2,583 4,660
5665-Miscellaneous General Expenses 3,524 2450 40 0 830 855
5670-Rent 0 0 0 0 0
5675-Maintenance of General Plant 32,464 28575 44930 32,398 33,370 84371
5680-Electrical Safety Authority Fees 27,588 29,704 40,600 53,616 41,306 47546
5681-Special Purposes Charge Expense 0 0 106,153 0 0
5685-Independent Market Operator Fees and Penalties 0 0 0 0 0
5695 - OM&A Contra Account 0 (21,913) | | (53,778) 0 0
Sub-Total 921,831 741,765 806,924 | |1,019,724] 11,047,829 1,281,489

Total Operating, Maintenance and Administration Expenses

[ 2095420] |1,884617] |1,855204] |2,009,690| |2449,126] {3067314|
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Table 416 2008Actual to2012Test Yeag OM&A - Account by Account Variancdsxpense

Table

Expense Description 2008$Actua ngsltz$ Variance §| | Variance %

Operations
5005-Operation Supervision and Engineering 148,399 323,678 175,279 218%
5010-Load Dispatching 0 0 0
5012-Station Buildings and Fixtures Expense 0 0 0
5014-Transformer Station Equipment - Operation Labour 0 0 0
5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0
5016-Distribution Station Equipment - Operation Labour 1,314 2,599 1,285 198%
5017-Distribution Station Equipment - Operation Supplies and Expenses 63,084 35,331 (27,753 56%
5020-Overhead Distribution Lines and Feeders - Operation Labour 223,159 309,975 86,816 139%
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 133,540 126,163 (7,377 94%
5030-Overhead Subtransmission Feeders - Operation 0 0 0
5035-Overhead Distribution Transformers- Operation 2,449 631 (1,818 26%
5040-Underground Distribution Lines and Feeders - Operation Labour 29,339 25,000 (4,339 85%
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 15,286 19,933 4,647 130%
5050-Underground Subtransmission Feeders - Operation 0 0 0
5055-Underground Distribution Transformers - Operation 0 0 0
5060-Street Lighting and Signal System Expense 0 0 0
5065-Meter Expense 0 31,316 31,316
5070-Customer Premises - Operation Labour 0 0 0
5075-Customer Premises - Materials and Expenses 0 77 77
5085-Miscellaneous Distribution Expense 607 4,693 4,086 773%
5090-Underground Distribution Lines & Feeders-Rental Paid 0 0 0
5095-Overhead Distribution Lines and Feeders - Rental Paid 0 0 0
5096-Other Rent 0 0 0

Sub-Total 617,177 879,396 262,219 142%
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Maintenance
5105-Maintenance Supervision and Engineering 0 52,313 52,313
5110-Maintenance of Buildings and Fixtures - Distribution Stations 0 0 0
5112-Maintenance of Transformer Station Equipment 0 0 0
5114-Maintenance of Distribution Station Equipment 0 0 0
5120-Maintenance of Poles, Towers and Fixtures 3,033 41,787 38,754 1378%
5125-Maintenance of Overhead Conductors and Devices 0 10,000 10,000
5130-Maintenance of Overhead Services 0 3,000 3,000
5135-Overhead Distribution Lines and Feeders - Right of Way 24,233 45,054 20,821 186%
5145-Maintenance of Underground Conduit 0 0 0
5150-Maintenance of Underground Conductors and Devices 0 0 0
5155-Maintenance of Underground Services 1,197 9,229 8,032 771%
5160-Maintenance of Line Transformers 35,904 36,139 235 101%
5165-Maintenance of Street Lighting and Signal Systems 0 0 0
5170-Sentinel Lights - Labour 0 0 0
5172-Sentinel Lights- Materials and Expenses 0 0 0
5175-Maintenance of Meters 12,970 194,264 181,294 1498%
5178-Customer Installations Expenses - Leased Property 0 0 0
5195-Maintenance of Other Installations on Customer Premises 0 0 0

Sub-Total 77,337 391,786 314,449 507%
Billing and Collections
5305-Supervision 0 0 0
5310-Meter Reading Expense 64,970 17,192 (47,778 26%
5315-Customer Billing 122,411 131,000 8,589 107%
5320-Collecting 97,641 130,277 32,636 133%
5325-Collecting- Cash Over and Short 5 0 (5) 0%
5330-Collection Charges 4,440 4,172 (268 94%
5335-Bad Debt Expense 29,693 22,545 (7,148 76%
5340-Miscellaneous Customer Accounts Expenses 121,125 195,112 73,987 161%

Sub-Total 440,285 500,298 60,013 114%
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Community Relations
5405-Supervision 0 0 0
5410-Community Relations - Sundry 8,053 14,345 6,292 178%
5415-Energy Conservation 0 0 0
5420-Community Safety Program 0 0 0
5510-Demonstrating and Selling Expense 0 0 0
5515-Advertising Expense 0 0 0
5520-Miscellaneous Sales Expense 0 0 0

Sub-Total 8,053 14,345 6,292 178%
Administrative and General Expenses
5605-Executive Salaries and Expenses 16,612 49,343 32,731 297%
5610-Management Salaries and Expenses 336,516 494,916 158,400 147%
5615-General Administrative Salaries and Expenses 86,694 143,854 57,160 166%
5620-Office Supplies and Expenses 77,736 105,886 28,150 136%
5625-Adminsitrative Expense Transferred-Credit 0 0 0
5630-Outside Services Employed 7,309 155,405 148,096 2126%
5635-Property Insurance 20,347 28,715 8,368 141%
5640- Liability Insurance 48,141 62,375 14,234 130%
5645-Employee Pensions and Benefits 0 0 0
5650-Franchise Requirements 0 0 0
5655-Regulatory Expenses 85,631 103,562 17,931 121%
5660-General Advertising Expenses 2,050 4,660 2,610 227%
5665-Miscellaneous General Expenses 2,450 855 (1,595 35%
5670-Rent 0 0 0
5675-Maintenance of General Plant 28,575 84,371 55,796 295%
5680-Electrical Safety Authority Fees 29,704 47,546 17,842 160%
5681-Special Purposes Charge Expense 0 0 0
5685-Independent Market Operator Fees and Penalties 0 0 0
5695 - OM&A Contra Account 0 0 0

Sub-Total 741,765 1,281,489 539,724 173%
Total Operating, Maintenance and Administration Expenses 1,884,617 3,067,314 1,182,696 163%

Table 417 2008Actual vs. 2012 Test Year
2008 Actual $ 2012 Test Variance $ Variance %

Operations 617,177 879,396 262,219 42%
Maintenance 77,337 391,786 314,449 407%
Billing & Collecting 440,285 500,298 60,013 14%
Community Relations 8,053 14,345 6,292 78%
Administrative and General 741,765 1,281,489 539,724 73%
Total OM&A Expenses 1,884,617 3,067,314 1,182,696 63%
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Table 418 Operations Variance 2008 Actuas. 2012 TesYear

Expense Description 2008 Actual ?I%]i Variance §Variance %

Operations
5005-Operation Supervision and Engineering 148,399 | 323,678 175,279 118Y
5010-Load Dispatching 0 0 0 0%
5012-Station Buildings and Fixtures Expense 0 0 0 0%
5014-Transformer Station Equipment - Operation Labour 0 0 0 0%
5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0%
5016-Distribution Station Equipment - Operation Labour 1,314 2,599 1,285 98%
5017-Distribution Station Equipment - Operation Supplies and Expenses 63,084 35,331 (27,753 -449
5020-Overhead Distribution Lines and Feeders - Operation Labour 223,159 | 309,975 86,816 39%
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 133,540 | 126,163 (7,377 -6%
5030-Overhead Subtransmission Feeders - Operation 0 0 0 0%
5035-Overhead Distribution Transformers- Operation 2,449 631 (1,818 -749
5040-Underground Distribution Lines and Feeders - Operation Labour 29,339 25,000 (4,339 -159
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 15,286 19,933 4,647 30%
5050-Underground Subtransmission Feeders - Operation 0 0 0 0%
5055-Underground Distribution Transformers - Operation 0 0 0 0%
5060-Street Lighting and Signal System Expense 0 0 0 0%
5065-Meter Expense 0 31,316 31,316 1009
5070-Customer Premises - Operation Labour 0 0 0 0%
5075-Customer Premises - Materials and Expenses 0 77 77 1009
5085-Miscellaneous Distribution Expense 607 4,693 4,086 6739
5090-Underground Distribution Lines & Feeders-Rental Paid 0 0 0 0%
5095-Overhead Distribution Lines and Feeders - Rental Paid 0 0 0 0%
5096-Other Rent 0 0 0 0%
Sub-Total 617,177 879,396 262,219 42%

Operation, Supervision, and Engineering005

$| 175,279

The increase in account 5005 between the last board@pgdyear actuaP008 and the
testyear 2014s an effect of the cost driverselated to[ | laging workforce, and
increase labour costs associated with asset management pilagdue toaging capital
assetsA notableincreaseof labouroccurred in theyear 2010 of $25,000 when LUI

performedthe majority of its preventative asset maintenance work.

With this implementing ofhe asset management protection plaéme responsibility for
station operation, line operatiorand meterdepartment operation increasd.

Installations of Smart Meters and the implementation of new policgssilted in

expected increase of costs to superrsallocationsApart from the regular increases
and progression in this categofy,! L Q& & A dnfreabeloCchry hietwéea 20 é&nd
20120f $52,831lisdue to succession planning and the benefiaiddition of an engineer
to manage attritionissues This engineer is to replace the foreman who is of retirement

age. There will be some overlap in terms of costs in 2012, which leredrcounted for
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accordingly in this 2012 Cost of Service Rate Application, amortized over the four year

period.

Distribution Station Egipment Supplies and Expense§017

$| (27,753)

The decrease in account 50bh@&tweenthe last board approved year 20@8d the test
year 2014s primarilya result of $61600 of preventative maitenanceexecutedduring
year 2008LUR & LJ2 & aafidgadsetsy/ direttly associated to thereventative
maintenanceexpenses includinthe testing of breakerdransformers and setting
relays In the same year of 2008 LUI also required to switahobits pilot lightingfor all
7 sub stationsLUI performs yearlgreventativemaintenance of the distribution, and
sub stationsand in the year 201preventative maintenance was only partially
completed due tdack order of breakers, and relays. LUl waable to perform its
yearlymaintenance until the delivergf these parts and gpectsto carryon completion
in 2011 In 2010 LUI was also unable to perform its yearly oil samplateshas

budgeted to resume this in the year 2048 wellshowing an inremental gapLUI has

ensured that any cost savings that could be instituted into this 2012 Cost of Service Rate

Application have been utilized in accordance with direction from the minister of energy.

Overhead Distribution Lines and Feedey©perationSupplies and ExpenseS020

ﬁ 86,816

In Account 502Q.Ulincurs thecoststhat are due to labour with payroll burden in
operating its overhead lines from the low voltage connection in the distribution station
G2 ['LQa Odza i 2 Y S N2 Qas InBidasédver $86 000 primardy deyfol
expectedwork for theincrease in presntative maintenance of the distribution station,
and the increasing demand for man pow&hese expenses are expected to continue as

well as increase as the overhead Brage and require more attention and

pn
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maintenanceThe largest increase the OM&A ludget to this accoundccurs in test

year 2012 to add a staff membplusburdendue to attritionissues within the

company. The new staff member will be requitedassist in the increase demand due

to the expectedmaintenance taaging capital and assetanagement initiatives. Ul

believe that this will minimize the amount of reactive work in future expenses.

Meter Expense5065

Account 5065 incurs the costs associated with latamd materials of operation for the

| 31,316

customermeters and associated equipmeritUl has increased b 31,316 due to

thereal2 OF GA2Yy 2F 2y S

2T

[ LQa

SyL)i 28883

TNRBY

meter expense. This cost is required for smart metering operations and the supervision

of all clerical work and associated documentation and organization of processes.

Table 419 Maintenance Variance 2008 Actuas. 2012 Test

Maintenance 2008 Actual[2012 Test |Variance $|Variance %
5105-Maintenance Supervision and Engineering 0 52,313 52,313 1009
5110-Maintenance of Buildings and Fixtures - Distribution Stations 0 0 0 0%
5112-Maintenance of Transformer Station Equipment 0 0 0 0%
5114-Maintenance of Distribution Station Equipment 0 0 0 0%
5120-Maintenance of Poles, Towers and Fixtures 3,033 41,787 38,754 12789
5125-Maintenance of Overhead Conductors and Devices 0 10,000 10,000 1009
5130-Maintenance of Overhead Services 0 3,000 3,000 1009
5135-Overhead Distribution Lines and Feeders - Right of Way 24,233 45,054 20,821 8694
5145-Maintenance of Underground Conduit 0 0 0 0%
5150-Maintenance of Underground Conductors and Devices 0 0 0 0%
5155-Maintenance of Underground Services 1,197 9,229 8,032 6719
5160-Maintenance of Line Transformers 35,904 36,139 235 19
5165-Maintenance of Street Lighting and Signal Systems 0 0 0 0%
5170-Sentinel Lights - Labour 0 0 0 0%
5172-Sentinel Lights- Materials and Expenses 0 0 0 0%
5175-Maintenance of Meters 12,970 194,264 181,294 13989
5178-Customer Installations Expenses - Leased Property 0 0 0 0%
5195-Maintenance of Other Installations on Customer Premises 0 0 0 0%

Sub-Total 77,337 391,786 314,449 4079
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ﬂ 52,313

LUl has dermined a needfor additional maintenance techniciandue to the

Maintenance Supevision and Engineeringg105

increased responsibility and expansion of our capitdll requires the regular use of
personnel responsible for electric distribution and metering to ensure that all of the
LDC metering iinctioning accurately in the system. Lidhuires thetechnician to

be responsible for installing new complex metering systems when requareti for
installing customer voltage monitoringThis addition is required to maintain
adequate LDC operation amistomer service levels. LUl has analyzed the costs
against the benefits of this addition and has selected this addition as the best course

of action.

Maintenance of Pads Towers and Fixture&120

$| 38,754

LUI performs maintenance @l of its poles, towers and fixtures in account 5120
based on a thee year cycle. The increase in 2010 costs reflpots testing and the
preventative maintenance costs to avoid any emergency reactive expenses and is
expected to occur again in 2012 pole testing program as described in the Asset
Management Strategy, dails the program whereby Ligtincipallytests its3200 of

poles each yeaand thoroughly evaluates the poles on a three year schedihés

cost is spread over a 4 year budget taking into considerati@n cost driver of

inflation yeatly.

OverheadDistribution Lines and Feeder&135

$| 20,821

Account5135 incurs the expenses thare in connection with tree trimmingbrush

clearingetc., and other costs incurred maintaining the right of way subsequent to the

O2yadGNHOGAZY 2F [ ! LQ& f A ybStwedn thekhSt bdad ONB | &

approved year actual 2008 and the test year 2@Lih direct correlation to théorestry

C
~
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maintenance workthat LUl rotates in our area on a cyclical basis throughout its
territories as well as includes ad hoc work that is required each year. The change year
over year is typically representing the differences in the cycle and the amount of ad hoc
work required. A notable egrease i2010 is due to the area that Luimsevery 3 years

in Colborne region. A significant amount of work is required for this area and is
expected to occurery 3 years as per schedule, and the next expected date being 2013
for this particular ara. Also note that there have been reactive costs in this category
due to wind storms and overgrowth that need emergency attentilbrwas noted that

our actuals have consistently exceeded Board Approved which indicated a need for

increased approval in the012 Cost of Service Rate Application.

Maintenance of Meters5175

$| 181,294

Account 5175 incurs the expense of meter maintenance and meter testing of
equipment. This cost includes the cleaning, and analysis work necessary to keep the
equipment in serviceNotable increaesin this accountre overstated due to the initial
start-up costs in 2008 incurredsahe procurement of materials, arabpropriate costs
related tosmart metering training. Year after year the increases are identified as being
due to the growth of thesmart meteing program and irplementation as consistent

g A 0K 2 0./RI&Nrgsbiric@ase is occurring between 2010 and 2011 in the
installation/introduction period of developmenLUI by the end of 2010 had installed

98% of all its meters serviceareac asdetailedbelowin Exhibit9.

LUI has identified that with the implementing of Smart Metering and TOU in our region,
our responsibilities, and operations arereasing in demand and LUI requires a Meter
Data Agen{MDA)so that LUI is able tefficiently process and maintain the Smart
Metering Program. A notable cost togloperations of this account &éso due to the

repair of faulty meters that needed to be reinstalledJl has analyzed the cost benefit

in this scenario for adding an FTE fddDM LUI has arrived at the conclusion to ensure



aa A W N

10

11
12

13
14
15
16
17

18

19

20

LAKEFRONT UTILITIES INC.

EB-2011-0250
EXHIBIT 4
Page45 of 265

cost savings on third party maintenance that the LDC requires this additional person to

maintain service reliability. As well, the increase in this cost is offset by the reduction in

costs associated with met reading specifically attributable to Smart Meters, as per all

5310analysedurther in Exhibit 4. It should be noted thaL.UIseesa large decrease in

account 5310, due to the costs being reallocated to the 5175 account.

Table 420Billing and Co#cting Variance2008 Actual vs. 2012 Test

Billing and Collections 2008 Actual|2012 Test |Variance $|Variance %
5305-Supervision 0 0 0 0%
5310-Meter Reading Expense 64,970 17,192 (47,778 =749
5315-Customer Billing 122,411 131,000 8,589 79
5320-Collecting 97,641 130,277 32,636 33%
5325-Collecting- Cash Over and Short 5 0 (5) -100Y
5330-Collection Charges 4,440 4,172 (268 -6%
5335-Bad Debt Expense 29,693 22,545 (7,148 -249
5340-Miscellaneous Customer Accounts Expenses 121,125 | 195,112 73,987 619

Sub-Total 440,285 | 500,298 60,013 14%

Meter Reading Expense330

(47,778)

Account 5310 decreases in expenses due to the cessation of metengemd the

implementation of Smart Meters. Although there is a decrease in expense in this account

of $47,778 there is a counter balancing expense in 5175 as LUI plans to hire a Smart MDA

metering Technician for the responsibility of operations. LUI etgpihe benefits to

outweigh the costs in the acquisition of this technicié@ee more detailed information

on the costs associated with meter reading/meter maintenance in 5175 account above.

Collecting:5320

32,636
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I OO02dzy i poHnAn Agoshrhd collectidn Qfits chsinér dcoBnts. These
costs include the salaries and wages with payroll burden, legal fees and other expenses

related to the collecting office for LUI. A notable increase to this salary account between

o N oo o b~ W N Bk

10
11

12

13

14

15

16
17

18
19
20
21

2008 actual and th@012 test year is due additional staff hired ircollections as

detailed in schedule Change in Employee Compensation & Benefits b&dawafter

year changes in compensation and benefti®winstances oemployee compliment,

base wage increasgsituationalovertime and benefits by employee can account for the

increases in this accounf $18,530Q

Additionally, increasdemand ofcustomer service representatn expensedave been

budgeted to handle the anticipatethcrease in call volume due to the inttuction of

Time of Use billing in 2011.

Table 421 Community Relations Varianc2008 Actual vs. 2012 Test

Community Relations 2008 Actual|2012 Test |Variance $|Variance %
5405-Supervision 0 0 0 0%
5410-Community Relations - Sundry 8,053 | 14,345 6,292 78%
5415-Energy Conservation 0 0 0 0%
5420-Community Safety Program 0 0 0 0%
5510-Demonstrating and Selling Expense 0 0 0 0%
5515-Advertising Expense 0 0 0 0%
5520-Miscellaneous Sales Expense 0 0 0 0%

Sub-Total 8,053 | 14,345 6,292 8%

Community Relationg Sundry:5410

[ LQA

provides assistance to services acquired outside the organization. 5410 is the account

SYLX 2eS8Sa

R A NX ©0ds toghe SpirAunits, BndA Wl aldaNP GA RA Y

ﬁ 6,292

that incurs the cost omaterial and expenses in carrying aagmmunity benefiting

functions. These costs are necessary to inform customers of all the new changes in

industry and at our utility including smart meters and TOU pricing. The largest notable
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increase occurred in 20I@lated to advertisement of Conservation Demand
Management and Green Initiative&.yearly occurrence of supporting the Winter

Warmth Program is variable lapprox.$5000/ calendar year.

Table 422 Administrative and General Varianc2008 Actual vs. 2. Test

Administrative and General Expenses 2008 Actual|2012 Test |Variance $|Variance %
5605-Executive Salaries and Expenses 16,612 49,343 32,731 1979
5610-Management Salaries and Expenses 336,516 | 494,916 158,400 479
5615-General Administrative Salaries and Expenses 86,694 143,854 57,160 66%
5620-Office Supplies and Expenses 77,736 105,886 28,150 36%
5625-Adminsitrative Expense Transferred-Credit 0 0 0 0%
5630-Outside Services Employed 7,309 155,405 148,096 20269
5635-Property Insurance 20,347 28,715 8,368 41%
5640-Injuries and Damages 48,141 62,375 14,234 30%
5645-Employee Pensions and Benefits 0 0 0 0%
5650-Franchise Requirements 0 0 0 0%
5655-Regulatory Expenses 85,631 103,562 17,931 21%
5660-General Advertising Expenses 2,050 4,660 2,610 1279
5665-Miscellaneous General Expenses 2,450 855 (1,595 -65Y
5670-Rent 0 0 0 0%
5675-Maintenance of General Plant 28,575 84,371 55,796 1959
5680-Electrical Safety Authority Fees 29,704 47,546 17,842 60%
5681-Special Purposes Charge Expense 0 0 0 0%
5685-Independent Market Operator Fees and Penalties 0 0 0 0%
5695 - OM&A Contra Account 0 0 0 0%

Sub-Total 741,765 |1,281,489| 539,724 73%

Executive Salaries and ExpenseS605

$| 32,731

Three members currently occupy @Hoardof directorswhereaccount5605 incurs the
salaries and expenses of theard members, president, vigaresident of LUIs
organizationMajor increasesn thisaccount are due to the cost driverflation, and the
increase oimeetings scheduled durgnthe transition of presidency withitme
organizationDue to the change in presidency there is increased focus omaiter
controls and updating of outlatedlLJ2 f A OA Sa3X GKA& LINROSAaa
decision makingThe largest increase account 5605 was between ¢hyear 2008 and
2009andthis isprincipallydue to EDA fees and seminars on smart grid that were
requiredfor the executives andboard of directors to attend |t is expected that the
board will stay consistent with scheduleceetings and_Ul has applied inflation to the

forecast for capturing purposes.

LINA y O
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Management Salaries and Expens&$§.10

$| 158,400

LUI incurs the salary, burden and expenses to the management of its employees in
account5610. A notable increase to this salary account between 2008 aaakihe

2012 test year is due to additional staff hiredoperationsand finance departments as
detailed in schedule Change in Employee Compensation & Benefits.iétdable
acquisitionin the Management categornycludes the hing of a Charteredccourtant of
which 50%o0f wages and burdeare allocatedo LUland theaddition ofVice President

of Operationsas full100% allocation to LUI. A notable change between 2008 and 2012
was the change of president in the organization. Transitional costs weuged to this

account for the overlapping of this organizational leadership change.

General Administrative Salaries and Expensg815

ﬂ 57,160

The significant costisetween 2008 and 201that primarily contributed to the variance

in account 561%vereincurred were in 2002010. These costs are duedo addtion in
staffin the Finance department @ FinanciaRnalystfor regulatoryand financial

reporting purposesnd alscan addition of amtAdministrative Assistant in Human
Resources DepartmeniThese increases are reflecting the wages and burden and
progression in salary. Variable costs incurred in this account are the administrative
students that are hired to cover vacation this varies between one to three hires a year in
the summer months.The two new hires have been involved in some specific

professicmal development and training. The costs associated with these training

programs and courses has been included in this account.
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$| 28,150

Account 5620 incurs the expense cost of all office suplied fees related to the daily

Office Supplies and Expensds$20

operationsof the businessThe major ost increases to this account attee increase of
inflation, and increasing demand of operations. Analysis ofate®unt shows that
between 2008 and 200&here was an increase of $17, 354 &he biggest cost drivers

were the additions of
1 [ | BiflrigApplication Service Provider

1 Inceasingbasecosts ofCanada Post

1 Phone operating systems
1 Yellow Pageand Promotion expenss
1 BellMobile Services

1 Safety Inentive Maintenance Expense
1 Answering Services Increase

Further Analysis for the year 2010 shothgse increased 2009 costs as reoccurring
expenses with slight increases due to inflation in prices. Test Year 2012 is forecasted

using the actual costs in 20Ahdadding the cost driving inflation factor.

Outside Sevice Employed5630

SJ 148,096

LUI uses third party services apibfessional consultants for general services which
are not applicable tomy particular operation function or to other accounts. The
significant costbetween year 2008 and 201Rat primarily contribute to the

variance in account 5630 at Lale due to:
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1 Anover accrual in 2007, for audit fees that was corrected in 2008 that
resulted in a significant decrease of 2008 Audit Fee. Audit Fees have
increasedby $9,038due to transition for IFRS fro@GAARNd multiplyng

requirements of reporting

1 Fees Associated with Actuarial Reporting are reported in this account, and

are appropriated over the course of four years.

1 IFRSees were incurredbeginring in 2009vhen LUI wasdvised of direction
to implement IFRS. LUI ather utilities incurred the expense of initial set up
costs, and expenses related to conferences and outside ser\ic2610 IFRS
wasdeferredin delivery andheld off to prepare for the yeasf comparable

statements. Eesrelated to IFRS1ave sinceincreased by $10,200.

Additional expenses in this account are incurred for the use of professional
servicessuch as consulting of staff profiling, policy creation, and pay eduliy.
has alserformedbusiness assessmertteough a cost effective MBA cas
studyto produceimprovementsuggestionss A (i K A work[ehvico@rient.
Notable increases occurred between 2008 and 2009 due to the occurrence of
Cost of Service year, for legal fees, and consulting searzkare expected to

be incurred during the 2@IFRS Cost of Service Rappkication

implementation processLUI attributes tlse types of expenssto the lack of

specializedegular duty staff.

Maintenance of General PlanB675

ﬁ 55,796

Account 5675 incurs the cost to general functions of labour, materials and expenses in
which it is related to the maintenance of property and assets. The increase of $ 51, 973

Ad | NBadzZ G 2F dzLJRIFGAY3I 2F [ LQA F3IAy3a OF LI
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specifically related to the maintenance requiredtqd builldings. Maintenance is

required to preserve the buildings usefulness and for preventative actions against any

failures in the office. Notable increases in this account are due to;
1 Updating the main officelectrical framework in 2010.

1 Improving air quality to the amount of $490@stalling an efficient coolingnd

heating system.

1 Htting the office and garage for energy efficient equipmentto meet L Q a

Conservation Demand Management initiatives.

The largest variancexpense ito this account will occur in the year 2011 and 2Gis
LUI undergoes a large renovation project to its office decaying antarid exterior. LUI
has begunin 2011 performingthe repair and replacement of the roofing, and

reinforcement of the interior walls.

Ekctrical Safety Authority Fee%680

$| 17,842

A notable increase to acaat 5680 which incurs the cost of fees relatedpermits,
inspection and tests performed for and or by the Electrical t3afeathority or the
acquisitionof having working professionals with designations employed within the
organizationL y [ ! L Qtidn teNeBEre gerificdtion fees faCertified Human

Resource Profession& KR Chartered AccountantdA, and other electrical

membership fees. LWlso belongs to a group of 12 small utilities called the Cornerstone

Hydro Electric Concepts AssociatiHEC) and pays fees each year to advantageously

share resources with other utilitiashile reducing costsIhegradualincreasen this

account isalso due to the inflation and increasiogst of memberships.

Regulatory Expenses: 5655

o[ 17951
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Account 5655 incurs the expenses for formal cases before the Boartther regulatory
bodies. Account 5655 also includes payments made to a regulatory body for fees
assessed against the utility for pay and expenses of approved company. In 2010 LUI
incurred the expenses of $28, 000 for Board Assessments, $6500 foséegaks,

$5000 for Electrical Safety Authority cost recovery, $1,000 for human resource training,
$2500 for cost awards, and $12,000 to hire Consultants for Lost Revenue Adjustment
Model factors. The reporting requirements of electricity have increaBedatnount of

costs associated with regulatory reporting[inl in@uatry and therefore increased fees

as well. LUI is a small utility and must account for the added costs due to filing every
year and performing cost of service every 4 years. This corfriplee work requires

many personnel and LUI is required to incur additional costs due to the requirement of
consultants and mediators. Because these costs are not anticipated to decrease for the
upcoming years, in 2011 LUI has applied the rate of inflddoneflecting increase. Due

to the Cost of Service rate application LUI anticipates that the Test year 2012 will expand
to over $200,000, the total was amortized over 4 years of the application and the 2012
Test year was increased by $50,000 yearly tucate the costs associated with rate

application. Recovery will appear in quarters until the next cost of service application.

Table 4232010 ACTUAL VERSUS 2012 TEST YEAR:

2010 Actual $ 2012 Test $| Variance $ Variance %
Operations 415,821 879,396 463,575 111%
Maintenance 225,312 391,786 166,474 74%
Billing & Collecting 425,479 500,298 74,819 18%
Community Relations 13,355 14,345 990 7%
Administrative and General 1,019,724 1,281,489 261,765 26%
Total OM&A Expenses 2,099,690 3,067,314 967,623 46%
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Expense Description 2010 Actual %&g Variance $ Variance %
Operations
5005-Operation Supervision and Engineering 183,440 | 323,678 140,239 76%
5010-Load Dispatching 0 0 0 0%
5012-Station Buildings and Fixtures Expense 0 0 0 0%
5014-Transformer Station Equipment - Operation Labour 0 0 0 0%
5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0%
5016-Distribution Station Equipment - Operation Labour 1,043 2,599 1,555 1499
5017-Distribution Station Equipment - Operation Supplies and Expenses 4,151 35,331 31,180 7519
5020-Overhead Distribution Lines and Feeders - Operation Labour 160,832 | 309,975 149,143 93%
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 26,977 126,163 99,185 3689
5030-Overhead Subtransmission Feeders - Operation 0 0 0 0%
5035-Overhead Distribution Transformers- Operation 0 631 631 1009
5040-Underground Distribution Lines and Feeders - Operation Labour 17,498 25,000 7,502 43%]
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 17,456 19,933 2,477 14%
5050-Underground Subtransmission Feeders - Operation 0 0 0 0%
5055-Underground Distribution Transformers - Operation 0 0 0 0%
5060-Street Lighting and Signal System Expense 0 0 0 0%
5065-Meter Expense 0 31,316 31,316 1009
5070-Customer Premises - Operation Labour 0 0 0 0%
5075-Customer Premises - Materials and Expenses 0 77 77 1009
5085-Miscellaneous Distribution Expense 4,424 4,693 269 6%
5090-Underground Distribution Lines & Feeders-Rental Paid 0 0 0 0%
5095-Overhead Distribution Lines and Feeders - Rental Paid 0 0 0 0%
5096-Other Rent 0 0 0 0%
Sub-Total 415,821 | 879,396 463,575 1119
Operation, Supervision, and Engineering: 5005
d 58,334|

Direct supervision of specific activities such as station operation, line operation, meter

department operation, etcare charged to account 5005. In the year 2010 LUI had

increased itspending in this account by $25,000 due to the increase of maintenance

operations, and reduction to the work done for capital expenditures.

As of July 201[L | lcharges to this account have be$®8,296and LUI does not

anticipate additional expenses be added to this yeafter year.

LUI has developed strategic succession planning for the developmgnt df Q a

andwill be requiring a professionally accredited employee to carry out the

responsibilities of daily operations the 2012 Test ya budget LUI has added the

hiring of an Engineer for the Operation and Supervision Engineering to replace the

current employee that will be retiring. In the budgejority of the incurred expenses is

accounted for byhe increase of accreditation and avap in training costs.

Ol

LIA G I f
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Distribution Station Equipment Supplies and Expens&917

sl 31,180|
Account 5017ncursthe expenses of material trucking and other expenses in operation

of the transformer station equipment recorded in account 18202010] ' L Q& SE LISy & ¢

for the transformer station araccountable to regular maintenance [of, lagh@ assets
and directly associated to the prevention of equipment failure. LUl was unable to
perform the entirety of its preventative maintenanaeline forthe back order of

breakers, and relays. Carryover of the maintenance schedule due to the backnasle
LJdzZA KSR AyiG2 GKS Wwnmm &@SIFENE |t 2¢eBn 6A 0K |
budgeted to resume this in the year 20dhich is accounted for however will show a
slight incremental lift. As of Julyhich is where most of the expense is incurtddlhas
performedover$26,0000f maintenance and expectsregular trend of maintenance to
continue with the added cost of inflation. Forecast for Test year 2012 is assuming a
regular schedule of maintenance adding cost driver of inflation. One added expens

the future will be fibreconnectivity to the substation

Overhead Distribution Lines and Feeddrabaur: 5020

d 149,143|

Account 5020 includes the expense of labour with payroll burden incurred in the
operation of overhead lines from the low voltage connection in the distribution station

to the aza i 2 Y S NX aln 201080 pedddndedregular maintenance labour to its
overhead lines and feeders:or the 2011 year, LUI anticipated normal increases to this
account including inflation and salary increags.well it should be noted that the

increasing costs can be directly ties to preventative maintenance work. LUI is scheduling
preventative maintenance work in order to reduce additional costs related to

emergency and reactive work.

L Q
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Inthe test year 2012 LUI will executecessarguccession planngto transition
employees and manage attrition issues dud td laging workforce. LUI will nédo
budget the overlapping period for wages and burden to replacereent lineman who
is nearing retirement dateL Ul also has built into the budget theihg of a line man

apprentice of a 5 year Journeymarhe apprentice will be required to know all aspects

2F [ LQ4 RAAGNAOGdzZIiAZY YR 6KSy TFdAZ & |ljdzd £ A

will be retiring.

Overhead Distribution Lines and FeedersOperations Supplies and Expenses: 5025
3| 99,185|
Account 5025 incurs the cost ofaterial trucking and other expenses in operating

overhead lines from the low voltage connection in the distribution station to the

Odza 12 YSNIRa LINBYAASA Ay N Thiséaccauyt appears G K S
to have a large increase of $99,185 betw&i0 and 2012 due to the actuals in

2010 being understated. In 2010; ladual lalance before credit adjustments was
approx.$138000during the year LUkceived a creditrom supplieras well as an
allocation ofinventory to this account thatvas intended to be posted in another

account.The total credits and over allocation was approximately $110,000.

For forecasting purposes in year 2011 LUI has used the 2008 Actual and applied
reasonablenflation rate for the year 2012 Test Yebtad theadjused $138,000

been used in forecasting LUl would show a differential decreags account.

Meter Expense: 5065

gl 31316

Account 5065 incurs the expense of operations of customer meters and associated
SljdzZA LIYSy (i @ [ thisLa€zdunt hdsihididased & $31,31F tuehe

supervision required to operate smart meters amadved allocation that includes

t



\l

© 00

10
11
12
13
14
15
16
17
18
19

LAKEFRONT UTILITIES INC.

EB-2011-0250
EXHIBIT 4
Page56 of 265

the disconnecting and reconnecting process. Included in the supervisory meter

expenses is the budgeted 1/3 allocation of an FiEkiding the added burden.

Table 425 Maintenance Varianc010Actual vs. 2012 Test

Maintenance 2010 Actual ﬁ%ﬁ Variance $ Variance %
5105-Maintenance Supervision and Engineering 0 52,313 52,313 1009
5110-Maintenance of Buildings and Fixtures - Distribution Stations 0 0 0 0%
5112-Maintenance of Transformer Station Equipment 0 0 0 0%
5114-Maintenance of Distribution Station Equipment 0 0 0 0%
5120-Maintenance of Poles, Towers and Fixtures 36,678 41,787 5,108 14%
5125-Maintenance of Overhead Conductors and Devices 0 10,000 10,000 1009
5130-Maintenance of Overhead Services 0 3,000 3,000 1009
5135-Overhead Distribution Lines and Feeders - Right of Way 69,204 45,054 (24,150 -35%
5145-Maintenance of Underground Conduit 0 0 0 0%
5150-Maintenance of Underground Conductors and Devices 0 0 0 0%
5155-Maintenance of Underground Services 8,699 9,229 530 6%
5160-Maintenance of Line Transformers 30,881 36,139 5,257 17%
5165-Maintenance of Street Lighting and Signal Systems 0 0 0 0%
5170-Sentinel Lights - Labour 0 0 0 0%
5172-Sentinel Lights- Materials and Expenses 0 0 0 0%
5175-Maintenance of Meters 79,848 194,264 114,416 1439
5178-Customer Installations Expenses - Leased Property 0 0 0 0%
5195-Maintenance of Other Installations on Customer Premises 0 0 0 0%

Sub-Total 225,312 | 391,786 166,474 74%

Maintenance Supervision and Engineering: 5105
o 52,313]

Account 5105 includes the cost of labour and expenses incurred in the general

supervision and direction of maintenance of the distribution system that cannot be

directly allocatedo any particular job/project. In the past LUI has not allocated time

into this account, and in the future LUI has budgeted in succession planning to hire a

technical services technician who will be required for creating required designs and

service orders for new connections and service upgrades (BE&#er

responsibilities fothe technician includeproducing designsof new overhead

capital work,capital distributions upgradesnd be responsibléor distribution asset

management, SCADA system maintenance and FIT and-Riiicamnnections. Due

to the varety ofresponsibilitis LUI will be splitting KS y S &

burden with account 5175.

Svadel s SSa Q
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Maintenance of Overhead Conductors and Devicb425

Account 5125 includes the cost oblzur materials used and expenses incurred in the
maintenance of overhead distribution line facilities. LUI hasreobrded any expenses
since 2008n this acount. LUIwill be performing fuse maintenanceand updating the
existing fusest@ LISNJ S Y2 NB SyGtenm. Dhe Seyv fused wilkhglp rpdude Q &
the reactive unplannedcosts associated with to fuses being overload&ianned
maintenancetotal costis anticipated to be$40,000 when completeFor forecasting

purposes in Test Year 2012 lHdk evenly spread the cosver four yeardo properly

allocatethe costs.

Overhead Ddtribution Lines and~eeders5135

[ LQ&a C2NBAaGNE YI AYydSy lbylitds a gy@iddlibasiBfihred S &
different areas. Thisvould include ad hoc work that is required on a demand basis each
year. The change year over year is typically representing the differences in the cycle and
the amount of ad hoc work required. The notable increase is in 2010 is due to the
Colborne area tat we labair every & year. A significant amount of work is required for

this area, however it is part of a trend and it is due to regularly occur every 3 years to
maintain a sustainable working area. The 2012 Test Year uses an average of the cycle
work pread over a four year forecasting model. Above when comparing actual vs.

budget LUI noted as a large decrease of $24,150 due to the higher level of work

requiredin Colborne on a three year cycle.

Maintenance of Meters: 5175

LAKEFRONT UTILITIES INC.

EB-2011-0250
EXHIBIT 4
Page57 of 265

4

10,000

4

(24,150]

$|

114,416

Ay



© 00 N o o b~ W DN Bk

[
o

11
12
13
14
15
16
17

18

19
20

21

LAKEFRONT UTILITIES INC.
EB-2011-0250
EXHIBIT 4
Page58 of 265

Account 5175 incurs the expense of meter maintenaraoed meter testing of

equipment. This cost includes the cleaning, and analysis work necessary to keep the
equipment in service. Notable increases in this account are overstated due to the initial
start-up costs in 2008 incurred as the procurement of matsi and introduction to

smart metering training. Year after year the increases are identified as being due to the
growth of the smart metering program and implementation as consistent with other

[ 5/ Qad ¢KS fFNHSAQ AYONBIFAS AR in 2@ OdzNNX v
installation/introduction period of developmeniThis account also incurs the monthly
expenses of meter fees with Kinetig, and Serfsughe operation data storage and will

continue to occur monthly.

LUI has identified that with the implementirgg Smart Metering and TOU n; L Qa

region, our responsibilities, and operations are increasing in demand and LUI requires an
(MDA) Meter Data Agent so that LUI is able to efficiently process and maintain the

Smart Metering Progrardue to the variety of reponsibilities this technician will be split

with account 5105 and increases maintenance of meters by $34 8®tablecost to

the operations of this account is also due to the repair of faulty meters that needed to

be reinstalled.

Table 426 Billing and Collecting Varianc2010Actual vs. 2012 Test

Billing and Collections

2010 Actu

2012
al Test

Variance $

Variance %

5305-Supervision

0

0

0

0%

5310-Meter Reading Expense

62,890

17,192

(45,698

-73%

5315-Customer Billing

126,867

131,000

4,133

3%

5320-Collecting

103,730

130,277

26,547

26%

5325-Collecting- Cash Over and Short

(17)

0

17

-1009

5330-Collection Charges

4,067

4,172

105

3%

5335-Bad Debt Expense

22,681

22,545

(136

-1%

5340-Miscellaneous Customer Accounts Expenses

105,261

195,112

89,852

85%

Sub-Total

425,479

500,298

74,819

18%
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Meter Reading Expense: 581

(45,698

$
Account 5310 decreasén expenses due to thadjustment ofmeter readingorocess

and the implementation of Smart MeterAlthough there is a decrease in expense in this
account of $45, 698 there is a counter balagcexpense in 5175 as LUl is requited
hire a Smart MDA meting Technician for the responsibility of operations. LUI expects

the benefits to outweigh the costs in the acquisition of this technici&lote that the

2FFaSiadAy3a Oz2aida NBfIFTGSR G2 aGYSGSNI NBIFRAY 3¢

expensejn account 5175.

Collecting: 320

26,547
1 OO02dzy i pown AyOdaNBE [!LQa NBfFGSR 024

costs include the salaries and wages with payroll burden, legal fees and other expenses
related to the collecting office for LUI. Atable increase tahis salary account between
2008actual and the 2012 test year is due to additional staff hired in collections as
detailed in schedule Change in Employee Compensation & Benefits below. Year after
year changes in compensation and benefit®w instances of employee compliment,

base wage increases, situational overtime and benefits by employee can accotiré for
increases in this accouatditionally, increase demand of customer service
representation expenses have been budgeted to hatigdeanticipated increase in call

volume due to the introduction of Time of Use billing in 2011.

Miscellaneous Customer Accounts Expense: 5340

89,852

$
Account 5340 includes the cost of labour, materials used and expenses incurred not

provided for in other accous. In 2010 LUI used variable pricing #srbilling A.S.Rand

02
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expensed all invoicing of software support, software solutions, and monthly Tées.

account increases by $#52between 2010 actual and 201#hen Ecaliber moveffom

variable pricing to fixegricingandis alsoR dzS (splanfs taupgfack the finance

system ThiswillA NS I G &

AYLINROS (KS

LINR RdzOG A @A G &

reoccurringexpensewill be the increase in co$br Utilismartfeesby approximately

$15,000yearly. Utilismartprovides settlement services for electric utdis and large

users in the deregulated Ontario electricity markétdditional factors for the increase

include the rate of inflation and climbing rate of fixed fees.

Table 427 Community Relations Varianc2010Actual vs. 2012 Test

Community Relations

2010 Actuai

2012

Tact

Variance $

Variance %

5405-Supervision

0

o

0%

5410-Community Relations - Sundry

13,355

14,345

©
©
o

7%

5415-Energy Conservation

0%

5420-Community Safety Program

0%

5510-Demonstrating and Selling Expense

0%

5515-Advertising Expense

0%

5520-Miscellaneous Sales Expense

[=] [=] [o] [o] (o] rRY (=]

o|o|o|o|o

0%

Sub-Total

13,355

©
©
o

7%

Community Relations: 5410

['LQ&

provides asistance to services acquired outside the organization. 5410 is the account

SYL¥ 2eS8Sa

RANBOGTE &

G

990 |

27T

Sy3l3aS Ay LINBOJARA)

that incurs the cost of material and expenses in carrying out community benefiting

functions. These costs are necessary to inform customers of all the new chartiges in

industryand at[ | Wtllltgincluding smart meters and TOU pricing. The largest notable

increase occurred in 2010 of $500 related to advertisement of Ggaen Demand

Management andsreen Initiatives. A yearly occurrence of supporting the Winter

Warmth Progranis variable by approx. $5000/ calendar year. The increase between the

year 2010 and the Test Year 2012 is solely accounted for by the rate of inflation.
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Table 428 Administrative and General Variancg10Actual vs. 2012 Test

Administrative and General Expenses 2010 Actual %roelsf Variance $ Variance %
5605-Executive Salaries and Expenses 46,510 49,343 2,833 6%
5610-Management Salaries and Expenses 426,686 | 494,916 68,230 16%
5615-General Administrative Salaries and Expenses 91,247 143,854 52,607 58%
5620-Office Supplies and Expenses 99,808 105,886 6,078 694
5625-Adminsitrative Expense Transferred-Credit 0 0 0 0%
5630-Outside Services Employed 70,228 | 155,405 85,178 1219
5635-Property Insurance 27,066 28,715 1,648 6%
5640-Injuries and Damages 58,794 62,375 3,581 6%
5645-Employee Pensions and Benefits 0 0 0 0%
5650-Franchise Requirements 0 0 0 0%
5655-Regulatory Expenses 58,782 | 103,562 44,780 76%
5660-General Advertising Expenses 2,213 4,660 2,448 1119
5665-Miscellaneous General Expenses 0 855 855 1009
5670-Rent 0 0 0 0%
5675-Maintenance of General Plant 32,398 84,371 51,973 1609
5680-Electrical Safety Authority Fees 53,616 47,546 (6,070 -119%
5681-Special Purposes Charge Expense 106,153 0 (106,153| -100Y
5685-Independent Market Operator Fees and Penalties 0 0 0 0%
5695 - OM&A Contra Account (53,778) 0 53,778 -1009

Sub-Total 1,019,724 (1,281,489 261,765 269

Management Salaries and Expenses: 5610
q 68,230

LUl incurs the salary, burden and expenses to the management of its employees in

account 5610In the year 201@&dditional staffwashired inthis account fohuman

resources and finance departments as detailed in schedule Change in Employee

Compensation & Benefits below. Notable acquisition in the Management category

includes the hiring of a Chartered Accountastwell aghe addition of Vice President of

Operationsin 2011 A notable changeccurring in this time frameas the change of

president in the organization. Transitional costs were incurred to this account for the

overlapping of this organizational leadhip changeThe increase of $44,230 is

principally associated toverlapping period ding the transitional period.

General Administrative Salaries and Expenses: 5615

sl

52,607|

The significant costs between 20H0d 2012 that occurred were i8010 and primarily

contributed to the variance in account 5615: An increase in tharfeie department of a

Financial Analysh year 2014and alsdhiring of a an Administrative Assistant in Human



~N o o~ WwDN P

10
11

12
13
14
15
16
17
18

19
20
21
22
23

24
25
26
27
28

LAKEFRONT UTILITIES INC.
EB-2011-0250
EXHIBIT 4
Page62 of 265

Resources Departmeir the year 2010. These increases are reflecting the wages and
burden and progression in salary. Variable costs incurrégisraccount are the

administrative students that are hired to cover vacation this varies between one to

three hires a year in the summer monthisa G KSNB | NBy Qi lye LI I ya

account for the next rate periodncreases in this account aagtributable to the cost

driver of inflation 3%.

Outside Services and Expenses: 5630

sl 85,178]

LUI uses third party services and professional consultantseidorminggeneral
services which are not applicable to a particular operation function or to other
accounts. IFRS fees were incurred beginmrig009 when LUI wagquiredto
implement IFRS. LUl ather utilitieshad to incurthe expense of initial set up costs,
andoverheadgelated to conferences and outside services. In 2010 WéR&gain
deferred in implementationlFRSonversion andwudting fees are expected to
amount to $30,000 by the test year in 20Ehd the cost of transition to IFRS will

amount to approx. $50,000 which is allocated over 4 yéarsven recovey.

LUI has recently moved to smart metering time of use billing asdouageted to
provide customers with website information. LUIs |.T departnagtded one
summer studento assist withthe addedtaskand increase of work demandul
anticipates havingo hire third party services toompletethis service. LUl budgets

this service to cosapproximately$20,000 in 2012.

Additionally LUI will be required to hire an outside service engineer for ¥4 ofd¢ast
2012 in anticipation ofUI hiring a full timemployee(i 2 LIS NJF 2 N 4 2 NJ
capital assets. LUI has budgeted $00to this account for this overlap period, and
has allocated over 4 years meaniag increasef $10,000 is shown in the budget

planning for test year 2012.

0 2
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Notable increases occurred between1®and 202 due to the occurrence of Cost of
Serviceyear, for legal fees, consulting sens@nd similar costsare expected to be
incurred during the2011 and2012 rate application process again. LUI attributes this
type ofexpense to being a small utility witimited staff powerto handle the

increase denand.

Regulatory Expenses: 5655

sl 44,780|

Account 5655 incurs the expenses for formal cases before the Board or other regulatory
bodies. Account 5655 also includes payments made to a regulatory body for fees
assessed against the utility for pay and expergespprovedcompany In 20D LUI
incurred the expensesf $28, 000for Board Assessments$6500for legal services
$5000for Hectrical Safety Authority cost recovery, $,000for human resourcéraining,
$2500 forcost avards and $12,000 to hire Consultants for Lost Revenue Adjestt
Model factors. Thereporting requirementsf electricity haeincreased the amount of
costs associated witfegulatory reporting irf | ln@uatry and therefore increased fees
as well. LUI is a small utility and must account foratidedcosts due ¢ filing every

year and perfoming cost of service everyygars. This complex frame work requires
many personnel and LUInsquiredto incur additional costs due to the requirement of
consultants and mediators. Because these costs are not anticipateéelctease for the
upcoming yearsin2011 LUI has applied the rate of inflation feflectingincrease. Due
to the Cost of Service rate application LUI anticipates that the Test year 20&Xpaifid
to over$103000 the totalwasamortized ovedt yearsof the application andhe 2012
Test year wagcreasel by $40,000 yearly to allocate the costs associated with rate

application. Recovery will appear in quarters until the next cost of service application.
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1 Maintenance of General Plant: 5675
2 sl 51,973
3
4 Account 5675 incurs the cost to general functiofisabour, materials and expenses in
5 which it is related to the maintenance of property and assets. The increaselpP$®
6 isaresultofdzLJIRF GAy 3 2F [ ! LQ& | JrhogtdfwhidhisIA G £ F y R
7 specifically related to the maintenance required] | bulldings. Maintenance is
8 required to preserve the buildingssefulnessand for preventative actions against any
9 failures in the office
10 The largest variance to this account will occur in the year 2011 and 2012 as LUI
11 undergoes a largeenovatian project to its office decaying interior and exteriatJl has
12 alreadystarted toperform the repair and replacement of the roofing, and
13 reinforcement of the interior wallg the office building.
14
15
16  Special Purposes Charge Expense: 5681
17 $| (106,153]
18
19 LUl incurred a onetimspecial purpose charge expensfe$ 106,153 due tothe recovery
20 of the expenses incurred and the expenditures made by the Ministry of Energy and
21 Infrastructure in respect of it&reen BergyAct andconservation demand programs or
22 NBYySgloftS SYySNH& LINEINI YO hayvidridbleds beng S NH &
23 calculated as $0.000372%his regulation is to support conservation of energy and
24 reduce demand on load during peak hours. This expense is petted to recur at a
25 later date, and expenses are current by being appropriately reeaveiaa rate rider.
26
27
28

29 OM&A Contra Account: 5695
30 4 53,778|
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This accounis used for the purpose of recording the offsetting entry for OM&A
accounts recorded in account 1556, Smart M&@&AVariance account.Ul has no
forecast for this account, and actuals for 2010 were amounting t8,@@8). The
forecast of $0 for 201% misrepresentative of an increase of $53,778. LUI anticipates

that the 1556 DVA Smart Meter OM&A will be approved for disposition in this 2012 Cost

of Service Rate Application.

The table below sets out the OM&A cqesr customer and Full Time equivalent employee.

Table 429 ¢ OM&A Per Customeand FTE

Description 2008 Actual | 2009 Actual | 2010 Actual | 2011 Bridge Year 2012 Test Year|
Number of Customer (Excluding Connections) 9,118 9,384 9,503 9,664 9,832
Total OM&A Expense $ 1884617|$  1855224($  2,099690[$  2449,126/$ 3,067,314
OM&A Cost per Customer $ 207|$ 198 $ 221($ 253($ 312
Number of FTES 16.50 1750 19.00 19.50 22.25
FTE/ Customer 0.00181 0.00184 0.0020( 0.00207 0.00224
OM&A Cost per FTE $ 11421923% 10601278 $ 11051004 % 125596200 137,856.79

Thenumber of customers includes the average number of residential, GS<50 and GS>50
customers as found ihUR a [ 2 I RwWeatReNBegresdian Model

LUIhas not included any oneme costs in this applicatioof test year 2012 Any costs that are
incurred over a period of time have been averaged over the four year period of this cost of

service rate application.
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LUIhas included the cost of th&/inter WarmthAssistance Program (LEAP) in accouaD54

Community Relations calculated @as average assistae amount ofs5000 yearly.

Regulatory costs as indicated in the variance anadysipresented in Table-d30. Regulatory
costs for the2012rate application includingLUIconsulting costs as well as anticipated Board
andIntervenerexpensediave been cosidered over a four year period ihe 20120M&A

budget. he coss that have been included araedicatedbelow:

Table 430- Regulatory Costs

% Change in

Ongoing or 2011 Bridge| % Change in Bridgg

Regulatory Cost Catego| USoA Accoun One Time Cod 2008 Actual o) 2009 Actual 2010 Actual Year Year vs. Last Year o 2012 Test Yed Bridge vs Test_

(A) (B) © (E) (F) ©) Actuals (H)=((G-F)F Forecast Years )
G)/G)

1. OEB Annual

Assessment 5655 Ongoing $ 23,032( $ 18,914| $ 27,071( $ 33,624 249 $  34,632.66) 3%

2. OEB Hearing

Assessments 5655 Ongoing $ $ $ 0% $ - 0%

3. OEB Section 30 Cost:

(applicant initiated) 5655 Ongoing $ 1,526| $ 745| $ 907| $ 1371 519$ 1411.80 3%

4. Expert Witness Cost f

Regulatory Matters 5655 One-Time/4 | $ - $ - |8 - 0% $ - 0%

5. Legal Costs for

Regulatory Matters 5655 One-Time/4 | $ 41,079| $ 7,378| $ 6,405 $ 7,820 229 $ 18,054.60) 1319

6. Consultant Costs for

Regulatory Matters 5655/5666 |One-Time/4 | $ 14,430 $ 14,925| $ 31,003 108 $  35,382.38] 149

7. Operating Expenses

Associated with Staff

Resources Allocated to

Regulatory Matters 5655 Ongoing $ 1,077 $ 258| $ 982| $ 3,643 2719 $  3,752.33 3%

8. Operating Expenses
Associated with Other
Resources Allocated to
Regulatory Matters 5655 One-Time/4 | $ - $ - |$ - 0% $ - 0%
9. Other Regulatory
Agency Fees or

Assessments 5655 |Ongoing $ - $ - s - 0% $ - 0%
10. Any other costs for

Regulatory Matters 5655 Ongoing $ 4,612|$ 5154| $ 5418 $ 5,586 3% $ 575358 3%
11. Intervenor Costs 5655 One-Time/4 | $ - $ 2,502| $ 2,500 0% $ 4,575.00) 839
Sub Total - Ongoing Cogts 5655 $ 30,246( $ 25,072| $ 34,378/ $ 44,224 29% $ 56,440 289
Sub Total - One Time

Costs 5655 $ 55,509 $ 7,378| $ 23,832| $ 41,323 73% $ 47,123 149
Total $ 85,754.95| $ 32,449.23| $ 58,209.77| $ 85,546.94] 10294 $ 103,562.35) 42%




© 00 N oo o b~ w N Rk

[
o

11

12
13
14

15
16
17
18
19
20
21
22
23
24
25

LAKEFRONT UTILITIES INC.
EB-2011-0250
EXHIBIT 4
Page67 of 265

CHARGES TO AFFILIATES FO®ERVICE®ROVIDED

Introduction

LUl provides and receives services from an affili@@mpany;Lakefront UWility Services
Inc. (herein forthreferred to as LUSBnd Coboug Network Inc (herein forth referred to
as CNIl)LUIlalso performs services for ighareholde & TownSf Cobourddoldingsinc.
LUSI provides water service to tHi®wn of Cobourg Holdingsc. A summary ofcharges
to affiliates for services providechi2008 Actual 2009 Actual 2010 Actualtogether with
the projections for the2011 Bridge Year an@012 Test Year, are shown in the following
Table8.

SERVICE®ROVIDED BYAFFILIATESto LUI

ManagementRelatedServices

LUS accounting staff povides accoumting services toLUIl including accounts
receivable and payable, payrplis well asinancialplanning andreporting. LUS IT
staff providescomputer and networkrelated services.In addition thePresident
Director of Finance and Regulatory Complianbesasure and Corporate Secretary
provide certain management services toUl including strategic and financial
planning Board meeting preparation and attendancand Human Resourced Ul
is billedmonthly for theseservicesbased on actual costs. Actueostsare passed
through costs withno markup andare determinedby the fully burdened hourly
cost of each employee multiplied by the number of hours reporteoh their
respectivetimesheetsfor services toLUlL All employees are required to submit
timesheets weekly and are able to record time spent on activities in quarter hour

increments.
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1 Water & Sewer Billing Services
2 LUS provides toLUlwater and sewer billing services, wiprovides ths service to
3 Town of Cobourg and Cramahe Townshiphese servies include meter reading,
4 billing, bill collection and payment, and other customer services as requiigyl.
5 providing this service LUl has been able to combine meter reading, billing,
6 collections and customer service functions. Approximatéd9o7of thebills issued
7 each month are shared electricity/water and sewdnlls. A cost sharing
8 arrangement was reached betwednUS and LUl under the assumption that the
9 number of bills shared75%) was a fair representation of all Billing and Collecting
10 services povided byLUIland that the costs related to these shared amounts should
11 be equally shared.LUS has therefore billed.U137.5% (50% of /) of all Billing
12 and Collecting expenses. This has been done through are@dlocation, with the
13 appropriate amaint of expense being reduced fromUSQa SELISyi&Sa |y
14 allocated toLUR & SELISy&asSao

15 Street Light and Sentinel Light Services

16 LUSI is nonprofit services company thatrovidesmanpower required byhe Town of
17 Cobourg to maintain the streetlightd.Ulthe affiliate providesLUSthe trucks required
18 to perform the requiredunctions in order for L8 to meet its obligations. LWis

19 charged the actual cost of theuck by LUI on a straight line pass thru methodology.
20 These serviceare provided basedn employee time at fully burdened rates, as well as
21 truck and material expenses at fully burdened costs.

22  Fibre Rental

23 CNiIprovidesinternet, access andervices to LUand LUSI to operate the billing system
24 through the application service provider modeh calibenin order to provide billing

25 services for both LUI and LU8UI rents fibordrom CNIKo connect its control room with
26 its office, and garagand splits these costs with LUSExpensg are calculated afost

27 and expenses for fibre rental are perted in account 620¢ Office Supply Expense
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SERVICES PROVIDED BY Lt AFFILIATES

Office Rental
LUI rents office space to LUSI and other affiliate CNI. The office space is a shared
buildingspaceand 19U Qa4 2 FFAOS & LJ OS edtd b L OANRPHEFXIOSSH &
approximately 30 sq feeRent excludes property taxes, and excludes utilities. Rent is
based on $10 per square foot. Rental revenue is recorded in acd@0bt

InterdepartmentalRental Revenue

TABLH-31- SHARED SERVICES/PORATE COST ALLOCATION

Name of iy
Company  {Service Offered Prong GIL Actual 2008 [Actual 2009 |Actual 2020  [Bridge 2011 |Test 2012
Methodology

From |To
LUl |LUSI |Office Rental COST BASED 4205 $ 48000[$ 480001  48000(5 48,000/ 48,00
LUl |CNI  [Office Rental COST BASED 4205 $  3600[$  3600[$  3600[$  3600($ 3600
CNI |LUI  |Fibre Rental COST BASED 5620 $ 3000($  3000($  3000($  3000($ 3,000
LUS |LUI  Water & Sewer Billng Services MARKET 4236 $ 3000018 300008 30000($ 30,000{$ 30,000
LUSI |LUI  |Finance Audit & Consuiting COST BASED 5630 § T309|§ 6242|0228 125423 66347
LUSI |LUI  [Corporate Administration COSTBASED| 5610.020010 |$ 3158258 343623 410753|§  410,388|$ 370397
LUSI |LUI  [Directors Fees, Insurance, Meeting & Admin ExpensgCOST BASED | 5605/5640.02.01.008  47932($  40,092|$  33576|$ 405338 40,533
LUSI |LUI  |Management Fee COST BASED 5605 $ - |$ - |§ 971718 2000008 20,000

Purchase oProducts and Services from Nowffiliates

LUIpurchases many seogs and products from third partiesTables 82, 4-33and4-34
disclose the expenditures by vendor where the annual amount exce8€80 per year, for
the years2008 2009and 2010, respectively. Table-35 contains the vendor information for
2011where the year to date amount has exceedeg80$0as ofMay 31 2011
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Commitments to suppliers have not been made for the Test 284r2. Purchases fo2012
operating andcapital works will continue to be based on the methodoloegytained within
LUR draft Procurement Poligywhich has been attached at the end of this exhdstAppendix
B.

Table 4322008 NonAffiliate Services
Table 4-32 2008 Non-Affiliate Services

YEAR |VENDOR Amaunt Senvice/Product GL  |Procurement Method
2008 |K-TEKELECTRO SERVICES  |$ 25,280.10|Transformer Maintenance 5017 RFQ

2008 |MATACAST CO. LTD MATACA |$ 3,070.00(Transformer Maintenance 5017 RFQ

2008 |AGO INDUSTRIES INC. $ 3,604.33|Overhead Distribution Materials 5029 RFQ

2008 |COMMERCIAL EQUIPMENT CORPS 3922.38|Line Materials 5024 RFQ

2008  |{LAKEPORT POWERLTD $ 4,036.08|Overhead Maintenance 5024 RFQ

2008 |SHEPHERD UTILITY EQUIP.  |$ 4,424.72|Line Materials 5029 RFQ

2008 |HYDRO ONE NETWORKS INC. | $ 3,032.66|Repair work by others to jointly owned poles 5120 SOLE SERVICE
2008 |GARY STEACY DISMANTLING |$ 4,380.00| Transformer Removal 5160  SOLE SERVICE
2008 |HD UTILITIES SUPPLYHDU | $ 26,582.96|Materials 516( RFQ

2008  |OSHAWAPUCNETWORKS ~ |$ 9,945.00|Meter Maintenance 5174 RFQ

2008 |UTIL-ASSIST UTILAS $ 16,157.63{Professional Services 5179 GROUP-CHEC
2008 |THERITZ $ 37,540.49 Meter Reading 5310  SOLE SERVICE
2008 [MEARIE MANAGEMENT INC. M | $ 44,898 84 Insurance 510  GROUP INDUSTRY|
2008 |DIGITALPOSTAGEONCALL  |[$ 27,600.63Postage Provider - Administrative 520  SOLE SERVICE
2008 [MTSALLSTREAMINC. ALLST |$ 3,110.79Phone Provider - Administrative 5620 RFQ

2008 |RICOH CANADAINC,RICOH | $ 4,105.54 Materials Supplier - Administrative 5620 SOLE SERVICE
2008 |CRAWFORD & ASSOCIATES | $ 5,525.00|Staffing Consulting Services 5630  SOLE SERVICE
2008 |ERE INFORMATION SECURITY | $ 4,580.00{Computer system audt inspection service 5630  SOLE SERVICE
2008 [RDICONSULTING INC.RD1L  |$ 8,000.00|Regulatory Consulting Services 5630 RFQ

2008 |ALTERNATIVE RISK SERVICES | $ 7,534,0|Liability Insurance 5644 RFQ

2008 {BDO DUNWOODY $ 46,725.00|Regulatory Professional Services 5654 RFP

2008  |ELECTRICAL SAFETY AUTHORITS 4,611.76|Regulatory Professional Senvices 5655  REGULATOR
2008 |ERIE THAMES SERVICES CORP| § 110,298 45Regulatory Professional Services 5655 MULTI YEAR CONTRA
2008 |OGILVY RENAULT OGILVY | $ 41,97053|Regulatory Professional Services 5655 RFP

2008 |ONTARIO ENERGY BOARD OEB| $ 24,557 941Requlatory Professional Services 5659  REGULATOR
2008 |ONTARIOLINE CLEARING& | $ 28,200.24\Tree Trimming 5139 RFP

2008 |UTILITY FINANCIALUTIFIN. | $ 8,655.06|Regulatory Professional Services 5659  SOLE SERVICE
2008  |ELECTRICITY DIST. ASSOC.  |$ 13,150.00(Advertising Expenses 5660  GROUP/INDUSTRY
2008 {UNION GAS LTD. UNION $ 4578.90)Gas Utiity Provider 5679 SOLE SERVICE
2008 |CHEC ASSOCIATION INC., $ 9,601.00|Professional Services Group Consulting 5680  GROUPICHEC
2008 |{UTILITIES STANDARDS FORUM | § 7,200.00(Line Training 5680  GROUP/INDUSTRY
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YEAR |VENDOR Amount  |Service/Product GL  |Procurement Method
2009 |AGO INDUSTRIES INC. #AGO |$  5,588.82|Overhead Distribution Materials 5025 RFQ

2009 |ALTERNATIVE RISK SERVICE§ $  14,316.40|Liability Insurance 5640 RFQ

2009  [BEHAN CONSTRUCTIONLTD. #$ 3,784.44{Underground Line Maintenance/ Excavation 5045 RFQ

2009 |CHEC ASSOCIATIONINC. #CO| $  25,486.98|Professional Services Group Consulting 5680 GROUP CHEC
2009  |COLLINS BARROW #COLLIN | $  15,150.00{Audit Review Professional Service 5630 RFQ

2009 |COMMERCIAL EQUIPMENT CQRP  3,674.95|Line Materials 5025 RFQ

2009 |CRAWFORD & ASSOCIATES #CB  11,410.00|Staffing Consulting Services 5630 SOLE SERVICE
2009 |DIGITALPOSTAGE ON CALL#| §  28,613.89|Postage Provider - Administrative 5620 MARKET RATE
2009  |DURHAM MANAGEMENT #DM( $ 3,200.00|Professional Service Fees 5630 RFQ

2009  |ECALIBER #ECALIB $  126,039.29Software Upgrades 5340 RFQ

2009 |ELECTRICAL SAFETY AUTHORI$  4,613.79|Regulatory Professional Services 5655 REGULATOR
2009 |ELECTRICITY DIST.ASSOC. |$  13,925.00{Advertising Expenses 5660 GROUP INDUSTRY
2009 |EULERHERMES ACI#EULER | $  13,928.10|Insurance 5640 GROUP INDUSTRY
2009  |FERGUSON ELECTRIC #FERELES  3,390.42|Office Renovation Service 5675 RFQ

2009 |GRAFTON STONEMASONS & #GR  12,627.50|Office Renovation Service 5675 RFQ

2009 |HD UTILITIES SUPPLY #HDU | $  26,887.95[Materials 5160 RFQ

2009 |KLEEN ZONE LTD #KLEEN | $ 4,380.00|Office Maintenance Service 5675 RFQ

2009  [K-TEKELECTRO SERVICES#K{ $  5,000.00| Transformer Maintenance 5017 RFQ

2009  |LAKEPORT POWER LTD #LAKER  24,628.81|Overhead Maintenance 5025 RFQ

2009  |MEARIE MANAGEMENT INC. #M$  66,134.17|Insurance 5610 GROUP INDUSTRY
2009 |OGILVY RENAULT#OGILVY |$  7,377.63|Regulatory Professional Services 5655 SOLE SERVICE
2009 |ONTARIO ENERGY BOARD #OEB  19,981.24[Regulatory Professional Services 5655 REGULATOR
2009 |ONTARIOLINE CLEARING &#|$  32,810.00[Tree Trimming 5655 RFQ

2009  [OSHAWA PUC NETWORKS #OBHA  9,370.00|Meter Maintenance 5175 RFQ

2009  [RICOH CANADAINC, #RICOH | $  4,695.41|Materials Supplier - Administrative 5620 RFQ

2009  |SHEPHERD UTILITY EQUIP.#|$  16,629.84[Line Materials 5025 RFQ

2009 |TELIZONINC/QUINTELONG#|$  6,235.42Phone Provider 5620 MARKET RATE
2009 |THERITZ $  35990.15Meter Reading 5310 SOLE SERVICE
2009  |UNION GAS LTD. #UNION $  5136.30|Gas Utility Provider 5675 MARKET RATE
2009  [UTIL-ASSIST #UTILAS $§  12,274.80|Professional Services 5175 GROUP CHEC
2009 |UTILITIES STANDARDS FORUMS$  6,200.00[Line Training 5680 GROUP INDUSTRY
2009  |WASTE MANAGEMENT #WASﬂ% 4,059.33|Recycling Service 5675 MARKET RATE
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YEAR [VENDOR Amount  [Product / Service GL  [Procurement Method
2010  |1429714 ONTARIO IN 5126 $ 5,878.34|AIC System 5675 SOLE SERVICE
2010  |AGO INDUSTRIES INC. #AGO | $ 3,857.65|0verhead Distribution Materials 5025 RFQ

2010  |ALTERNATIVE RISK SERVICEY $ 6,782.40(Liability Insurance 5640 RFQ

2010  |BEHAN CONSTRUCTION LTD. #$ 4,434.42|Underground Line Maintenance/ Excavation 5045 RFQ

2010  |BORDEN LADNER GERVAIS LLP$ 6,405.28|Professional Services for Injuries and Damage$ 5644 RFP

2010  |BURMAN ENERGY CONSULTANSS  12,000.00|LRAM Services 5666 SOLE SERVICE
2010  |CHEC ASSOCIATION INC. #CO[ $  29,567.91|Professional Services Group Consulting 5680 GROUP CHEC
2010  [COLLINS BARROW #COLLIN [$  19,750.00|Audit Review Professional Service 5630 RFQ

2010 (COMMERCIAL EQUIPMENT CQRP  3,561.07|Line Materials 5025 RFQ

2010  |CRAIG ENERGY SOLUTIONS #C$  28,000.00|Professional Consulting Services 5610 SOLE SERVICE
2010 |CRAWFORD & ASSOCIATES #CR 5,500.00|Staffing Consulting Services 5630 SOLE SERVICE
2010 |CRESSMAN TREE MAINTENANGE  61,225.00|Tree Trimming 5655 RFP

2010 |CRUSOLUTIONS#CRUSOL |$  10,515.57|Installation Services 5175 RFQ

2010  |DIGITAL POSTAGE ON CALL#| §  29,760.78|Postage Provider - Administrative 5620 MARKET RATE
2010 |DURHAM MANAGEMENT #DM( $ 7,747 50|Professional Service Fees 5630 RFQ

2010  |ECALIBER #ECALIB $  155,722.20|Software Upgrades 5340 RFQ

2010  |ELECTRICAL SAFETY AUTHORI$ 5,972.50|Regulatory Professional Services 5655 REGULATOR
2010  |EULER HERMES ACI#EULER | $ 9,461.00|Insurance 5640 RFQ

2010  |GUILLEVIN INTERNATIONAL #| $ 3,316.42|Maintenance Product 5675 RFQ

2010 [HD UTILITIES SUPPLY #HDU | $  29,558.63|Materials 5160 RFQ

2010 |KLEEN ZONELTD #KLEEN | $ 5,157.31|Office Maintenance Service 5675 RFQ

2010  |LAKEPORT POWER LTD #LAKER 8,618.24|Overhead Maintenance 5025 RFQ

2010  |MEARIE MANAGEMENT INC. #M$  52,261.26|Insurance 5610 GROUP INDUSTRY
2010  |MMIUTILITY SERVICESINC. | $ 3,610.00|Electric Distribution Service 5610 SOLE SERVICE
2010  |ONTARIO ENERGY BOARD #OEB  27,978.39|Regulatory Professional Services 5655 REGULATOR
2010  |RICOH CANADAINC, #RICOH | $ 3,680.83|Materials Supplier - Administrative 5620 RFQ

2010  [SANEXEN ENVIRONMENTAL SE®  7,740.00|Environmental Services 5160 SOLE SERVICE
2010  [SHEPHERD UTILITY EQUIP. # | §  27,641.98|Line Materials 5025 RFQ

2010  |SPRINGBOARD MANAGEMENT #S  15,000.00|Software Services/Product 5630 RFQ

2010  [TELIZON INC/QUINTE LONG #| $ 6,103.43|Phone Provider 5620 MARKET RATE
2010 [THERITZINICKRIZZO#THE |$  37,970.97|Meter Reading 5310 SOLE SERVICE
2010  |UTILITIES STANDARDS FORUMS$  10,300.00|Line Training 5680 GROUP INDUSTRY
2010  |WASTE MANAGEMENT #WAS11E$ 3,421.36|Recycling Service 5675 SOLE SERVICE
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YEAR |VENDOR Amount GL Product / Service Procurement Method
2011 |AGO INDUSTRIESINC5382 | $ 4,513.95 5025 Overhead Distribution Materials RFQ

2011  |ALTERNATIVE RISK SERVICEY $ 6,908.00 5640 Liability Insurance RFQ

2011 |CHEC ASSOCIATION INC. #CO[ $  56,749.95 5680 Professional Services Group Consulting GROUP CHEC
2011 |COLLINS BARROW #COLLIN [$  15,600.00 5630 Audit Review Professional Service RFQ

2011 |CRAIG ENERGY SOLUTIONS#C$  38,132.50 5610 Professional Consulting Services SOLE SERVICE
2011 |CRU SOLUTIONS #CRUSOL | $ 3,050.00 5175 Installation Services RFQ

2011 |DIGITAL POSTAGEON CALL#|$  20,215.70, 5620 Postage Provider - Administrative MARKET RATE
2011  |DURHAM MANAGEMENT #DM(C $ 6,905.00 5630 Professional Service Fees RFQ

2011 |ECALIBER #ECALIB $  71,579.00 5340 Software Upgrades RFQ

2011 |ELECTRICAL SAFETY AUTHORI$ 5,054.94 5655 Regulatory Professional Services REGULATOR
2011 |EULER HERMES ACI#EULER | $  18,672.00 5640 Insurance RFQ

2011  [{HD UTILITIES SUPPL 5271 $ 10,340.80, 5160 Materials RFQ

2011 [K-TEK ELECTRO SERV 5323 |$ 19,486.12 5017 Transformer Maintenance RFQ

2011  |MEARIE MANAGEMENT INC. #M$  13,471.75 5610 Insurance GROUP INDUSTRY
2011 |ONTARIO ENERGY BOARD #OEB  14,495.33 5655 Regulatory Professional Services REGULATOR
2011  |SHEPHERD UTILITY EQUIP. # | $ 3,864.76 5025 Line Materials RFQ

2011  |SPRINGBOARD MANAGEMENT #S  15,060.00 5630 Software Services/Product RFQ

2011 |THERITZINICKRIZZO#THE |$  38,268.48 5310 Meter Reading SOLE SERVICE
2011  |UNION GAS LTD. #UNION $ 3,049.52 5675 Gas Utility Provider MARKET RATE
2011  |UTILITY FINANCIAL #UTIFIN | $ 6,855.11 5655 Regulatory Professional Services SOLE SERVICE
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EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION
EXPENSEAND POST RETIREMENT BENEFITS:

CompensatioPerformanceSystem

Union

LUR anionized staffis represented by theCUPECanadian Union of Public Employee§he
current collective agreemenexpires January 31, 2014nd LUI will be entering formal
negotiations prior to then. The current agreementas enteredinto in February 2010and

included annual wage increases of 3% per yeard0otQ 2011, 2012, and 2013

ExecutiveManagement

LUIO2t £ SOGa LI & YFEN]JSG RFGIE FNRBY hyidlFNA2Qa [ 5/
to pay competitive salaries to its staff, and assist in retaining talented pe&pecutive and
Managementcompensationplan consists of salaries and benefit€€ad position within the

company has been placed on a pay scale which is reviewed annually by senior management and

the Board of Directors 9 I OK SYLJ 2& SSQa ir kedpackvé faggy isepidwedK A y (K
based on performance and an inflationary adjustméFtie planned for increase is 3% per year

for 2010, 2011, 2012, and 201Each grade allows for five possible progression steps.
Management employees and supervisors, excépil] Rofge&sons, are not paid overtime

pay. Changes to senior management compation, if any are approved by the Board of

Directors. LUIdoes not offer any incentiver bonus compensation at this time.

W26 LISNF2NXIFYyOS Aa FftA3AYySR gAGK [!LQa GAaAZ2Y
employees are schedules for progressianformal evaluation is conducted by tiseipervisor
YFEYlF3ISNI FYR A& &aKFENBR gAGK (GKS SyLifz2eSSo LT 2
pay progression is withheld. Job performance is reviewed for any int@noahotionsor job

vacancies as well
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Benefits

A comprehensive and competitive benefits package exists which includes medical insurance, life
insurance, vacation andnaemployeecompanyshared 50/50retirement plan. The plans are
designed to address the health and welfare needs of the leyg®e populationwith similar

plans for both union and management employees

All full time staffparticipatesin the OMERS pension planless due to years of service and age,

they no longer qualify

All full time staff participatesin PostRetirement Baefits until the age of 65 years oldhe
accrued expense is based on an actuarial valuation. The latest copy of the valuation has been

providedasAppendixD.

Employee Compensation and Benefits

LUIhas set out the information in Tabke36 below accordig consistent with Section 2.7 df

the June 12, 201DOntario Energy Board Chapter Two of the Filing Requiremehicsh states,
oWhere there are three or fewer employees in any category, the applicant should aggregate
this category with the category to wlhcit is most closely related. This higher level of
aggregation should be continued, if required, to ensure that no category contains three or
fewer employees. ['L KFa [33aNB3IFIGSR | 002dzyd pcnp
expenses and salaries in 560&corded into 5615.LUl has aggregated the executive and

management together in the management category.

For the purposes of RRR reporting, LUI has previously reported the actual wages and salaries
paid of all employees and did not include y&md accrués to the general ledger. LUI notes that
in order to be consistent with the RRR 2.1.5 criteria effective May 1, 2010, all years have been

reported on the same basis, thus temporary and contract staff, Board of Directors and students



o o1~ W

\‘

LAKEFRONT UTILITIES INC.
EB-2011-0250
EXHIBIT 4
Page 76 of 265

have not been includedPreviously reported 2.1.5 lalo figures for 2008 to 201@cluded

these amounts

The salaries and wages amount include all salaries and wages paid, inclusive of vacations, stat
holidays, floater holidays, sick leave, bereavement leave and other miseells paid leave
(i.e. jury duty), which may be considered as benefits, however they are not considered for the

purpose of analysis.

7 A

¢tKS o0SyS¥Aada |YvYzdzyia AyOfdzRS (K SYLX 2@ SNDa

Long Term Disability and Lifestmance to its employees.

Employee complement, compensation and benefits are set out in T&B&below.
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Table 43620082012 Employee Complement Compensation Benefits

Number of Employees (FTEs including Part Time) |2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012 Test
Executives & Management 2.50| 3.00 3.25| 3.25 3.25|
Non Union 4.00 4.25 5.00 5.50 5.75]
Union 10.00 10.25 10.75 10.75 13.25
Total 16.50 17.50 19.00 19.5(Q 22.25
Number of Part Time Employees
Executives & Management
Non Union 1.00| 1.25 1.00| 1.00 1.00|
Union
Total 1.00] 1.25] 1.00] 1.00 1.00]
Total Salary and Wages
Executives & Management $273,844 $307,104 $333,159 $347,90( $367,607
Non Union $235,977 $287,857 $379,964 $455,487 $502,59(
Union $562,914 $537,374 $572,879 $562,25( $764,789
Total $1,072,734 $1,132,33%2 $1,286,004 $1,365,637 $1,634,98
Current Benefits
Executives & Management $79,514 $84,073 $82,655 $88,459 $101,994
Non Union $0 $0| $0| $0| $0
Union $48,797 $52,979 $53,4645 $55,599 $65,795
Total $128,319 $137,059 $136,12( $144,057 $167,784
Accrued Pension and Post Retirement Benefits
Executives & Management
Non Union
Union
Total $73,984 $70,6771 $89,371 $94,589 $110,164
Total Benefits ( Current + Accrued)
Executives & Management $51,643 $56,339.3 $58,416.6 $60,794.1] $62,494.5
Non Union $44,50(0 $52,807.1 $66,624.5¢ $79,594.5 $85,442.0
Union $106,156 $98,582.54 $100,449.81 $98,250.8 $130,015.8
Total $202,299 $207,729 $225,491 $238,639 $277,954
Total Compensation (Salary, Wages & Benefits)
Executives & Management $325,491 $363,444 $391,574 $408,694 $430,104
Non Union $280,474 $340,659 $446,594 $535,08] $588,037
Union $669,07] $635,957 $673,329 $660,501 $894,799
Total $1,275,034  $1,340,061 $1,511,497 $1,604,27¢ $1,912,933
Compensation - Average Yearly Base Wages
Executives & Management $109,539 $102,364 $102,51( $107,044 $113,11(
Non Union $58,993 $67,73( $75,994 $82,816 $87,407
Union $55,824 $51,984 $52,889 $51,90( $57,459
Total $224,359 $222,08% $231,399 $241,767 $257,971
Compensation - Average Yearly Overtime
Executives & Management $0 $0| $0| $0| $0
Non Union $0 $0| $0| $0| $0
Union $4,657 $4,539 $4,327 $4,327 $3,511
Total $4,657 $4,539 $4,327 $4,327 $3,511
Compensation- Average Yearly Incentive Pay
Executives & Management $0 $0| $0| $0| $0|
Non Union $0| $0| $0| $0| $0|
Union $0 $0| $0| $0| $0
Total $0 $0| $0 $0 $0|
Compensation Average Yearly Benefits
Executives & Management $7,599 $7,287 $7,207 $7,514 $7,594
Non Union $0 $0 $0 $0 $0
Union $4,663 $4,589 $4,661 $4,729 $4,899
Total $12,261 $11,87( $11,869 $12,239 $12,499
TOTAL COMPENSATION$1,275,034 $1,340,061 $1,511,497 $1,604,274 $1,912,93]
TOTAL COMPENSATION CHARGES TO|OM&P675,7694 $656,63( $1,058,048 $802,134 $765,171
TOTAL COMPENSATION CAPITALIZE[$599,266 $683,431] $453,44Q $802,134 $1,147,76
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Change irEmployee Compensation & Benefits

2009Actual vs.2008Actual

Management:
Change in FTEOb

Change in Wages: 3%,258
A newmanagemenpositionof Chartered Accountanvasimplementedin the finance

departmentin August 2009 and ineasingthe FTE based on the remainder of the year

In 2009management receivedn inflationary increase of 3.086 approximately 8,215.44
The remaining increase o2%,043relates to5Y 2 y (iskla@nYorthe newly created position
and increases for minor progression within compensation bands for some positions.
Non-Union:

Change in FTE:0.25

Change in Wages:$51,880

An increasef 025 FTE in the neanionfull time category relates téhe position of Eectric

Distribution SubForeman on a short timbkasis working on projectst year end o2008and

carriedinto 2009 Typically these employees were compensated with wages but no health or

pension benefits other than statutory benefits (CPP and Hijsposition was dismissed in May

of 2009, and results in an increast$27,605.

In 2009 norunion received an inflationary increase of 3.0%approximately $6,800 The
remaining increase of $17,475 relates increases for minor progression within comjpensat
bands for some positions.

Change in FTE+.25
Change in Wages:$25,541
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The increase dd.25FTEs$n union positions is the result of two changds.! L KA NBR (62
into the positions of linemanjourneymen in Nogmber 2009 to fill tle exit of one lineman that

left LUI. In Februan2009the Metering Foreperson's positidmad beenvacated and not filled.

The resultingncrease after a reduction of one employee was offset by the two positions that
werefilled inDecember 2009 (Linemeddurneymen) and now counting as an increase of +0.25
FTE irR009 The change in wage shows a reduction becaidbe offset throughout the entire

year betweenFebruary andecember whiléhe position was vacanGeneral wages increased

by 3% as per theotlectiveagreementby $14,580and due to this it can be noted that the

change in wages would have resudltim a larger negative value if not for the outcowwfe

progression within job classifications and pay grades

2010Actual vs.2009Actual

Management:
Change in FTE:0.25

Change in Wagest$25,676

In 2010the Accountant position that was created in 2009 in fheance departmentvas fully
allocated throughout the year and shows an increase of +0.25/M@herS YLJX 28 SSa Q

allocations remainethe same.

Thechange of 8.25 FTE representednaincreasen salaryrelative to the previoug S I ititga
in the finance departmenof approximately $0,705 towards electric This was offset by a
management inflationary increase 8%, increasing salaseby 9,214 The ranaining change
(approximately $6,46] relates tothe staffing increase and amyogression within
compensation bands.

NonUnion:

Change in FTE: +6.7
Change in Wages: 93,117
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In 2010 LUI undertook the initiative of Smart Meteyiand required an employee full time for

the managemenof thisproject LUI hirednternallyone nonunion positiowasmoved to
anotheremployment for Smart Meteringn nonunion¢ KA & F R2dza i SR {ikeS 2 FFA O
from previously50% LUI to 100%ndan addition of $59,036 to the wages in LUl nonuniba

backfill the office manager positiothere was another internal hire fromwanion

administrationpositior; as a resul60% oftime was added to nonunioandremoved from

union. Due to the growth wiiin LUI a position was created imtdan Resources and hired in

May adding andaddition 0f50% FTEThe increase in wages being $10,4@5that portion of

2010in relation tothe new human resources personmveére with LUl Thereforein total +1.5

FTE waadded tonon-union categoryin 2010

The increase of0.75 non-union FTE from 2009to 2010is due tothe differenceof summer
student employment within LUI. In 2009 LUI hifepart time students and in 2010 this was
decreasedy 3 positiongo 4 summerstudents. The dcrease of thistaff outcomesin a

-0.75FTEnNndresultedin a variance of approximatety0.75FTE for Nonunion within LUI

In 2010 norunion received an inflationary increase of 3.0%approximately $6,800 The
remaining incease of $5,806relatesto increases for minor progression within compensation
bands for some positions.

Union:

Change in FTE+0.50

Change in Wages+$35,505

Twounion lineman positions werereated in December 200@sultingin afull allocation
appearing in 2010 to increase +2.0FTAS previously mentioned above there wasinternal

hire fromaunion positionthat occurredfor undertakingsmart metering initiatives. There was a
hiring of another billing and collections clerk in Maybackfil the movement of positions due
to smart metering. Theoffset of this increase ianion staff was the reallocation of time for the
billing and collecting. There was a decrease of 85% allocation from 2009 due to decreasing from
67% of time billed to LUI & to 50%. The end result being mcrease of +0.50 FTE in 2010.
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Change in wagesicreasing by +$35,505 wdse tothe increase in linemapositions offset
from the previous yeara 3% inflation increas#f +$16,121as per the collective agreement,
and piogression by some individuals within job classifications and pay grades, as per the

collective agreement.

2011Bridge vs2010Actual

Management:
Change in FTENIL

Change in Wages: 4742

In February2011a newmanagement positionyPof Operations was implementedo fulfill the
business needs of the Presidents retirement and the internal movement of the VP of Finance
and Compliance being appointed the new presidéins anticipated that this movement within

the management categoryoingforward will null any changes and continaeore efficiently.

Management received an inflationary increase8d®6 or approximately $900. The balance
of the increase in management salaries reflect the né9of operationsposition and
advancemenftor some positions, offset bgny decreased wage replacementtbé president.
Non-Union:

Change in FTE:0.50
Change in Wages:$75,518

In April2011, a new nonunion position, Finance Analyst was creédecbmplement the finance
departmentas the prevousfinance management positiowas moved into the president
position. Theincrease int0.5 FTE is due the hiring of this employee whose salary is 50% LUI.

This increase will account for +$16,000 in nonunion. The reallocation offtigiéNJ Jafety Q a
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Coodinator was moved from union to nonunion 2011 and accounts for +$29,700 of the
wage increase in this section. LUI also notes that there was an increase in 2011 to the wages of
summer studentsThe hiring of aummer studenwho assisted with projects sh as CDM,

documentation, and updated statistigscreased wages by +$8,400.

In 2011 norunion received an inflationary increase of 3.0%approximately $11,025The
remaining increase of $1393relates to increases for minor progression within compims

bands for some positions.

Union:
Change in FTENIL
Change in Wages:$10,629

NILchangeA y C¢ 9 QareRMyS dn2A AWK S NBI f £ 2 OF ( M@ngnurioR [ !
position and the hiring of addition administrative staff in Mai2011 due to the growth of LUI.

The reduction in wage$10,629%epresents the wages associated lwthe above mentioned
position moving into nonunion positigand ispartially offset by the inflationary increase of 3%

and minor progressions

2012Testvs.2011Bridge

Management:
Change in FTE

Change in Wagest$3,994
LUlexpectsminimalchanges in the management group from 2011 to 2012. LUI has just

undergae a change in presidency and has higgthartered Accountant and Vice President.

LUIhas also promoted an existing position into a Director Finance and Regulatory Complicance

L Qa
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which accounts for some of the increadeUl does not foresee amsygnificantchanges to affect
the Management Budget. The increase 023894in wages is due tdie regular increase in

progressionwith compensation bands for various positicarsd the promotion

NontUnion:

Change in FTE:0.25

Change in Wagest$53,178

LUIexpectsan increasef 0.25 FTHn the nortunion group from2011to 2012 LUlanticipates

the hiringof an engineer to replace a senimreman nonunion managemeistaff. LUl has
developedstrategicsuccessioplanningforthe dS @St 2 LIYSy i 2 F [Willb@ad Ol

requiring a professionally accredited employee to carry out the respditigibiof daily

LJIA @

operations. Increase of wages are credited to +$32,000 of an engineer, +$8,000 as overlap from

previous years hiring a regulatory analyst, &@,178 a [ndémin&l &ncrease ovez011
progression and compensatidar this group.

Union:

Change in FTE#2.50

Change in Wages+ $202,536

The union FTEs witicreaseby 2.5 positions due to théiring of new bodies, and transition of
succession planning the customer service & billindepartmentand maintenance department
for a full yar in2012 In the Maintenance and Billirgnd Collectionslepartmens LUI is faced
with attrition matters and is planning forward for overlaps between retirement dates and
proper training expenses. +0.25E and $35,889 accouted for the replacement bone of
['LQa NBGANRY3IA fAYSYlY | vy Rcrdagesf +@ a5 STEinlthelbiling
and colections department in the amount &19, 640s added to this accourior the

employee required to be hired fdransition of retireeghat arein this position currently.

LUI plans on hiring a Metering Technician Apprentice as +0.5 FTE an increasing the wages by
+$34875for the responsibility of electric distribution metering assets to ensure proper
functionality. This position will alselresponsible for installing new complex metering systems

and installing customer voltage monitoring equipment.

a dzO
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LUI also has in plan to hire a Technical Services Technician +0.5FTE and will increase the wages
budget by +$34,875 for the responsibility afgigns and service orders for new connections
and service upgrades (ESA), producing designs for new overhead, underground capital work and
capital distribution upgrades. The technical service technician will also be responsible for

distribution asset managment, SCADA system maintenance and FIT and {Rlg¢rconnections.

An Increase of $71,740 is duehiing of aline man apprentice-1.0FTE. The lineman
apprentice will be hired as &'year apprentice of a 5 year Journeyman program. The
apprentice willbe trained on all aspects of Lakefront distribution amtl be a first line defense

against attrition issues Lakefront faces.

The remaining increasa wages +$5,53i8 attributable to the 3% general wage increase and

corresponding benefits based on tlearrent collective agreement.

LUIhas also anticipated an increase in OMERS pension costs due to correspondence released in
June 28, 2011egarding a 3/earstrategy 1% per year increase in OMERS premiums beginning
in 2012

LUIexpects no change in theon-union group from2011to 2012 LUlanticipates thenormal
yearlyhiring of summer students to help with vacation coverageélhas provided for a

nominal increase ove2011wages for this group.

The most recent actuarial report estimate812post-employment benefit expense at $64,300.

OMERS Pension Expense and Post Retiree Benefits

OMERS®ension Expense
LUQ &mployees are members of the Ontario Municipal Employees Retirement System
("OMERS"). AccordinglyJlhas provided the OMERS pension premimformation for 2008
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Actual, 2009 Actual, 2010 Actual,2011 Bridge Yearand the2012 Test Year irthe table 4-37

below.

Table4-37 Pension Premium Information

2008 Actual

2009 Actual

2010 Actual

2011 Bridge

2012 Test

OMERS Premium Paid

$ 75483

$ 76,892

$ 87,984

$ 106,067

$

127,483

PostRetirement Benefits Liability

LUIhas provided postetirement benefits accounting information as required and has included

the change in PodRetirement expense fa2008 Actual,2009 Actual,2010Actual,2011Bridge
Yearand2012Test Year, in Tablet below.
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LUIpays certain health, dentahnd life insurance benefits on behalf of its retired employeps

to the age of 65Thispost retirement benefit program is a new incentive at LUl anty began

in the year 2010 and is budgeted to continue going forwatdl expects retirements to occur

and therefore increasem this account in the next couple years, and has budgeted thes int

account with the inflation of these cost increaséstual premiums paid fo2008 Actual,2009
Actual,2010Actual,2011Bridge Year, and012Test Yearare shownin Table4-38 below.

Table4-38 PostRetirement Benefit Information

2008 Actual |2009 Actual |2010 Actual [2011 Bridge [2012 Test
Premiums & Expenses Paid $ - $ - $ 5,080 | $ 10,464 | $ 16
Change in Accrued Liability $ 7941 | $ 6,781 | $ 4,787 | $ 26,894 | $ 8
Total Post Employment Benefit Expense $ 7,941 [ $ 6,781 [ $ 9,867 | $ 37,358 | $ 24
Table4-39 Summary of Post Retiremerccruals
Year 2007 2008 2009 2010 2011 2012
Premiums Accrued $ 240434 1§ 257375[$ 264156 [$ 268943 |§ 295837|§ 304,712
$increase / Year $ 7,941 $ 6,781 | $ 4787($ 26894 |$ 8,875
% Increase/ Year 3% 3% 2% 9% 3%
% Average Increase 2007-2012 4%
Table4-40 Summary of PosRetirement Benefits
Year 2007 2008 2009 2010 211 212
Premiums &Expenses Paid 0 0 0§ 5080(§ 10464]$ 16010
Sincrease / Year 0 0 0[$ 50808 5384 556
% Increase/ Year 0% 0% 0% 100% 1% 35%
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DEPRECIATION, AMORTIZATION AND DEPLETION

Amortization on capital assets is calculated as follows:

1 Amortization is provided on a straight line basis for capital assets available for use over

their estimated services lives.

T[!'LQa FTY2NIATFdA2y LRt AD8 NI MUz 6SES v KISy dzaO0

amortization expense for capital additions in the yehe addition occurs. For this rate

FLILX AOFdGA2yX [!L KFa ILWLXASR GKS aKIFfF &S|

8SINR& HAny G2HAMHD O

1 Depreciation rates are in line with rates set out in the AHHese rates are reflected in the

tablesthat follow.

NJ
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2008 2009 2010 2011 2012
- Amortization | Amortization | Amortization | Amortization | Amortization
Account |Description
Expense Expense Expense Expense Expense

1610 [Intangible Assets
1805 |Land -
1806 |Land Rights - 11,363.00 - - -
1808  |Buildings and Fixtures 17,594 18,565.00 19,878 21,199 21,853
1810 |Leasehold Improvements - - - - -
1815  [Transformer Station Equipment - Normally Primary - - - - -
1820  [Distribution Station Equipment - Normally Primary b 88,773 89,262.00 90,027 121,595 50,094
1825  |Storage Battery Equipment - - - - -
1830 [Poles, Towers and Fixtures 24,541 46,160.00 38,253 53,293 48,421
1835  [Overhead Conductors and Devices 273,618 277,929.00 271,145 271,121 88,231
1840  |Underground Conduit 18,613 19,683.00 28,340 42,928 32,693
1845 |Underground Conductors and Devices 111,469 112,597.00 117,601 121,478 75,595
1850 |Line Transformers 163,194 182,448.00 192,821 203,914 158,330
1855  [Services 16,061 16,959.00 18,767 20,495 8,820
1860  [Dumb Meters 34,336 35,038.00 35,429 35,443 8,418
1860 |Smart Meters - - - - -
1905 |Land
1906 |Land Rights
1908  |Buildings and Fixtures
1910 |Leasehold Improvements - - - -
1915 |Office Furniture and Equipment 16,521 15,190.00 14,153 6,953 -
1920  |Computer Equipment - Hardware 28,172 21,040.00 7,407 11,240 9,453
1925 |Computer Software 9,314 13,226.00 18,001 27,378 29,551
1930  [Transportation Equipment > 3 tonnes 82,866 83,989.00 110,201 94,963 36,395
1935  [Transportation Equipment < 3 tonnes - - - - 13,867
1940  |Tools, Shop and Garage Equipment 8,182 12,061.00 - 18,931 100,463
1945  |Measurement and Testing Equipment - - 936 1871 -
1950  |Power Operated Equipment - 34,834
1955  |Communication Equipment 1,871
1960  [Miscellaneous Equipment -
1970  |Load Management Controls - Customer Premises
1975 |Load Management Controls - Utility Premises
1980 |System Supervisory Equipment
1985  |Sentinel Lighting Rentals
1990  |Other Tangible Property - - - -
1995 |Contributions and Grants 54,621 (62,067.00)|- 68,386 |- 69,693
2005  [Property under Capital Lease - - - -

NET AMORTIZATION EXPENSE 838,633 893,443 894,073 983,109 724,889

Details of LUR depreciation by acount numberare provided in theFixed Asset Continuity

Schedule



Table4-42 Depreciation Expense 2008

LAKEFRONT UTILITIES INC.

. . iy Adjusted
Ot Less.Fullyl Netfor. Additions me Years e Adjustments | Depreciation
Blance | Depreciaed | Dereciton Depreciation Rate | Expense
Account |Description Eapne
BFe) ¢
i O |@=@-00 © [0@@] 6 | @O [6=EM] 0 | (0K
1610 (itngol Assets 582400 - 524001 768000 620800 0 000 . - .
1805 |Land 2984 29284 0 2984 0 000 . -
1806 |Land Righs 11363 11363 I 0 2m) 121 .
1808 |Buldings and Fiures 765,069 100 2808 THAR| W) 0 155 2085 1759
1810 |Leasehald Improvements - . 0 . 0 000 . - .
1815 Tansfomer Staon Equipment - Nomally Primry - . 0 . 0 000 . - .
1820 [Disibution Station Equipment - Normally Primry 2,745,440 2105440 6000 27484400 30 003 965 284 88,773
1825 {Storage Batery Equipment - . 0 . 0 000 . - .
1830 [Poles, Toners and Fistures 3987894 - 3987804l 17aemAf 40| % 004 162993 1384%2 U1
1835 |Overhead Conductors and Devices 18069 | (L03B199) 320842  04GR0| 34BBL| B 0 137030 136568 213618
1840 (Underground Condut 446,063 - 446063 0f 46063 % 04 17848 (i 18,613
1845 {Underground Condlctors and Devices 28594 28054 of 286 5 004 112638 1,169 111,469
1850 (Line Transfomers 3817949 3817949|  5738%) 41048%| 25 004 16419 1002 163194
1855 |Senices 408,197 08197 109 ABEB| B 00 16547 18 16,061
1860 |Dumb Neters 855,216 g6 1973 B0%B| % 00 603 i) 3%
1660 {Smart Meters - . 0 . 0 000 . .
1905 |Land 0 0 000
1906 {Land Rights - - . 0 . 0 000 . -
1908 |Bulkings and Fiures 18577 | (485T142) 867155 0| &7l B T T T
1910 |Leasehald Improvements - - . 0 . 5 00 . - .
1915 (Offce Fumitre and Equipment 81 (058 M 1m0 8092 10 010 8,50 8012 1652
1920 |Computer Equipment - Hardware 161543 | (oLoBLAT) 21314 304 M08 b 00 B0T) 1Bk 810
1925 |Computr Sofware 0,926 - 036 M5 04| 5 00 1600 6,186 43U
1930 {Transportation Equipment > 3 tomnes 36313 63| BAdT  ABRDT| 8 03 61076 pARL 82,866
1935 [Transportaion Equipment < 3 tonnes - - . 0 . § 013 . . .
1940 {Tools, Shap and Garage Equipment 047 (03 83N 88 wm| W 0 97 1075 8182
1945 Measturement and Testing Equipment - - . 0 . 1 010 . - .
1950 {Power Operated Equipment 0 ] 000
1955 |Communication Equipment 0 0 000
1960 [Miscelaneous Equipment 0 1 010
1970 {Load Management Controls - Customer Premises 0 0 000
1975 |Load Management Contos - Uy Premises - - . 0 - 0 000 . .
1980 (System Supenisory Equipment B619| (2861005 5728 of 5128 10 010 hid | 5124
1985 [SentiglLighting Rentals - - . 0 - 0 000 - -
1990 (Other Tangile Propery - - . 0 . 0 000 . - .
1995 | Contibutons and Grants - 1200648 - | L2968) (LT3 13656 % 004 BeL | 0 56l
2005 {Property under CapitalLease - . 0 . 0 000 . .
Totd 1774954 636018 04LL003| 1244668 | 2003333 03| 6280 838633
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. L L Adjusted
pening Less‘Fullym Netf‘or‘ Additions Tota\‘folr Years Deprecon) Depreialon Adjustments| Depreciation
Balance | Depreciated " | Depreciation Depreciation Rate | Expense
Account (Description Bxpense
)+
@ 0 [@=@-0] @ [0x@@) 6 | @=U0[0=EM] 0 | (=00x)
1610 {Intangible Assets 659,200 (106,336.00) 76553 412000 789,136 0 0.00 - - -
1805 [Land 219,284 - 219,284 0 219284 0 0.00 - - -
1806  [Land Rights 1363 (LL36300)] 22726 00 206 5 0.20 4545 6,818 11,363
1808  |Buildings and Fixtures 181877 - 181877 M2 849%| 50 0.02 16,500 2,065 18,565
1810  |Leasehold Improvements - - [ - 0 0.00 - - -
1815 [Transformer Station Equipment - Normally Primary - - [ - 0 0.00 - - -
1820 |Distrbution Station Equipment - Normally Primaryy 2,751,440 2151440 23313 2763127 3 0.03 NI 2882 89,262
1825 [Storage Battery Equipment - - - [ - 0 0.00 - - -
1830 [Poles, Towers and Fixtures 4161770 | (3461,30200) 7,623,072 104867|  7H75505| %5 004 307020]- 260,860 46,160
1835 {Overhead Conductors and Devices 3332311 - | 33331 20804 34M8TT9) %5 004 13791 139978 2799
1840 |underground Conduit 446,063 446,063 3478 48| B 0.04 18912 7l 19,683
1845 |Underground Conductors and Devices 2815942 2815942 %6372 2844128 pis 004 113765 1,168 112597
1850  |Line Transformers 439,844 439,844 16,797 4586242) 25 004 183450 1002 182,448
1855  [Senices 419152 41915 BB 418 B 0.04 17445 |- 486 16,959
1860  (Dumb Meters 874,954 874954 15362 882635 2 0.04 3,305 |- 27 35,038
1860  [Smart Meters - - 0 - 0 0.00 - -
1905 [Land 0 0 0.00
1906  |Land Rights 0 0 0.00
1908  [Buldings and Fixtures ) 15 0.07
1910  |Leasehold Improvements - - - [ - 5 0.20 - - -
1915 |Office Fumiture and Equipment 83915 (741700 10133 4318 12191 10 0.10 12199 299 15,190
1920 |Computer Equipment - Hardware 113886 (659300 120479 1055 125,741 5 0.0 BBl 4108 21,040
1925 |Computer Software 100071 (3393900 134010 0 13010 5 0.20 26802 13576 13,206
1930 {Transportation Equipment > 3 tonnes 630840 (L00406.00) 731246 54,768 758,640 8 0.3 9830 |- 10841 83989
1935 [Transportation Equipment < 3 tonnes - - - [l - 8 0.3 - - -
1940 [Tools, Shop and Garage Equipment 84,981 84,981 3749 12185 10 0.10 12,186 |- 15 12,061
1945 | Measurement and Testing Equipment - - 0 - 10 0.10 - -
1950 |Power Operated Equipment [ 0 0.00
1955 |Communication Equipment 0 0 0.00
1960  [Miscellaneous Equipment () 10 0.10
1970 |Load Management Controls - Customer Premises [ 0 0.00
1975 |Load Management Controls - Utity Premises [ 0 0.00
1980 [System Supenvisory Equipment () 10 0.10
1985 [Sentinel Lighting Rentals [ 0 0.00
1990  (Other Tangible Property - - [ - 0 0.00 - - -
1995 |Contributions and Grants - 1,501,383 - 1,501,383 (1005%)[- 155168L] 25 004 62,067 0 62067
2005  |Property under Capital Lease - - [ - 0 0.00 - -
Total 20383574 3,731,356 | 24,120,930 110231 24676045 1036096 |- 142653 893,443
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. - - Adju
;ﬁs:lcr;g s -Fu”yu) Net forl Additions TOtal. fqr Years Depreciation | Depreciation Adjustments | Depre
o Depreciated Depreciation Depreciation Rate Expense Exp
Account [Description
F) +
@ (b) ©)=@)-b) @ [o5x@d@ | (O | (@=1/()|h)=()I() (i) (=(
1610  |Intangible Assets 600,064 [  (545,198.00) 1,145,262 0] 1,145,262 0 0.00 -
1805 |Land 219,284 - 219,284 0 219,284 0 0.00
1806 |Land Rights - - 0 - 5 0.20 - -
1808  |Buildings and Fixtures 862,119 862,119 57,097 890,667 50 0.02 17,813 2,065
1810 |Leasehold Improvements - - 0 - 0 0.00 - -
1815  |Transformer Station Equipment - Normally Primary - - - 0 - 0 0.00 - -
1820  [Distribution Station Equipment - Normally Primary f ~ 2,774,813 (35,092.53) 2,809,906 22,514 2,821,163 30 0.03 94,039 |- 4,012
1825  |Storage Battery Equipment - - - 0 - 0 0.00 - -
1830 [Poles, Towers and Fixtures 805,335 805,335 | 301,976 956,323 25 0.04 38,253 0
1835  [Overhead Conductors and Devices 3,565,181 3,565,181 [ 248,573 3,689,467 25 0.04 147,579 123,566
1840  |Underground Conduit 499,541 499,541 | 379,402 689,242 25 0.04 27,570 771
1845  |Underground Conductors and Devices 2,872,314 2,872,314 193,840| 2,969,234 25 0.04 118,769 |- 1,169
1850  [Line Transformers 4,780,641 4,780,641 | 330,408 4,945,845 25 0.04 197,834 |- 5,012
1855 |Services 453,103 453,103 56,426 481,316 25 0.04 19,253 |- 486
1860  [Dumb Meters 890,316 890,316 4,147 892,389 25 0.04 35,696 |- 267
1860 |Smart Meters - - 0 - 0 0.00 - -
1905  |Land 0 0 0.00
1906 |Land Rights 0 0 0.00
1908  |Buildings and Fixtures 0 15 0.07
1910  |Leasehold Improvements - - - 0 - 5 0.20 - -
1915  |Office Furniture and Equipment 107,816 (64,747.46) 172,564 13,957 179,542 10 0.10 17,954 |- 3,801
1920  |Computer Equipment - Hardware 117,818 (94,925.99) 212,744 8,308 216,898 5 0.20 43,380 |- 35,972
1925  [Computer Software 66,132 - 66,132 47,744 90,004 5 0.20 18,001 0
1930  [Transportation Equipment > 3 tonnes 585,222 |  (190,134.00) 775,356 | 364,617 957,664 8 0.13 119,708 |- 9,507
1935  |Transportation Equipment < 3 tonnes - - - 0 - 8 0.13 - -
1940  |Tools, Shop and Garage Equipment 158,730 158,730 0 158,730 10 0.10 15,873 |- 15,873
1945 600,064 - - 18,712 9,356 10 0.10 936 0
1950  |Power Operated Equipment 0 - 0 0.00
1955  |Communication Equipment 0 0 0.00
1960  [Miscellaneous Equipment 0 10 0.10
1970 |Load Management Controls - Customer Premises 0 0 0.00
1975 |Load Management Controls - Utility Premises 0 0 0.00
1980  |System Supervisory Equipment 0 10 0.10
1985  |Sentinel Lighting Rentals 0 0 0.00
1990 |Other Tangible Property - - 0 - 0 0.00 - -
1995  |Contributions and Grants - 1,601,978 1,601,978 | (555,681)]- 1,879,819 25 0.04)- 75,193 6,307 |-
2005  |Property under Capital Lease - - 0 - 0 0.00 - -
Total 17,756,449 |- 930,098 18,686,547 | 1,492,040 | 19,432,567 837,463 56,610
Notes:
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Table4-45 Depreciation ForecastedeExpense; 2011

) - - Adjusted
;a?::gg Less -Fu”yu) et fori Additions TOtal. fqr Years Depreciation  Depreciation Adjustments | Depreciation
o Depreciated | Depreciation Depreciation Rate Expense Expense
Account |Description
(e)Fc) +
@ (b) ©=@-0) @ j05x@@] O | @=10|Mm=€I0 () ()= (h)+(i)
1610  [Intangible Assets 54,866 |  (54,866.00) 109,732 0 109,732 0 0 - -
1805 |Land 219,284 - 219,284 0 219,284 0 0.00
1806 |Land Rights - - 0 - 5 0.20 - - -
1808  [Buildings and Fixtures 919,216 919,216 75,000 956,716 50 0.02 19,134 2,065 21,199
1810  |Leasehold Improvements - - 0 - 0 0.00 - - -
1815  [Transformer Station Equipment - Normally Primary - - 0 - 0 0.00 - - -
1820  |Distribution Station Equipment - Normally Primary b~ 2,762,235 2,162,235 0| 2762235 30 0.03 92,075 29,521 121,595
1825  [Storage Battery Equipment - - 0 - 0 0.00 - - -
1830  |Poles, Towers and Fixtures 1,107,311 1,107,311 450,000 1,332,311 25 0.04 53,292 0 53,293
1835  |Overhead Conductors and Devices 3,813,754 3,813,754 |  230,000] 3,928,754 25 0.04 157,150 113971 271,121
1840  {Underground Conduit 878,943 878,943  350,000] 1,053,943 25 0.04 42,158 771 42,928
1845 |Underground Conductors and Devices 3,066,154 3,066,154 0[ 3,066,154 25 0.04 122,646 |- 1,169 121,478
1850  [Line Transformers 5,111,049 5,111,049 |  240,000] 5,231,049 25 0.04 209,242 |- 5,328 203,914
1855  [Services 509,529 - 509,529 30,000 524,529 25 0.04 20,981 |- 486 20,495
1860  [Dumb Meters 894,462 | (688,736.23)] 1,583,199 20,0001 1,593,199 25 0.04 63,728 |- 28,285 35,443
1860  [Smart Meters 1,566,824 - 1,566,824 | 255,355 1,694,502 0 0.00 - - -
1905 |Land - - 0 - 0 0.00
1906 |Land Rights 0 0 0.00
1908  |Buildings and Fixtures 0 15 0.07
1910  |Leasehold Improvements 0 5 0.20 - - -
1915  |Office Fumiture and Equipment - - 0 - 10 0.10 5,862 1,090 6,953
1920  |Computer Equipment - Hardware 57,026 57,026 25,000 69,526 5 0.20 7,467 3,773 11,240
1925  [Computer Software 31,199 31,199 50,000 56,199 5 0.20 11,240 16,138 21,378
1930  [Transportation Equipment > 3 tonnes 69,641 69,641 50,000 94,641 8 0.13 49,488 45476 94,963
1935  |Transportation Equipment < 3 tonnes 44,235 44,235 8,546 48,508 8 0.13 13,867 |- 13,867 -
1940  |Tools, Shop and Garage Equipment 759,705 759,705 0 759,705 10 0.10 75,970 |- 57,040 18,931
1945 |Measurement and Testing Equipment - - 0 - 10 0.10 - 1871 1871
1950  |Power Operated Equipment 158,730 158,730 75,000 196,230 0 0.00 - -
1955  |Communication Equipment 18,712 18,712 0 18,712 0 0.00
1960  |Miscellaneous Equipment - - 0 - 10 0.10
1970  |Load Management Controls - Customer Premises 0 0 0.00
1975  |Load Management Controls - Utility Premises 0 0 0.00
1980  |System Supervisory Equipment 0 10 0.10
1985  |Sentinel Lighting Rentals 0 0 0.00
1990  |Other Tangible Property 0 0 0.00 - - -
1995  |Contributions and Grants 0 25 0.00[- 30,89 |- 38,798 |- 69,693
2005  [Property under Capital Lease 0 0 0.00 - - -
- 1,119,962 -
Total 22,042,874 |- 743,602 | 22,786,476 | 1,858,901 [ 23,715,926 913,406 69,703 983,109
Notes:
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Table4-46 DepreciationForecastedExpenseg 2012

. - - Adjusted
Opening Less lFuIIy ) Net forl Additions Total' fqr Years Depreciation | Depreciation Adjustments | Depreciation
Balance Depreciated | Depreciation Depreciation Rate Expense
Account |Description Expense
©=c) +
(@) () ©=@-Gf @ [05x@@] O | @=1/0) | m=(e)/() (0] ()= (h)+()
1610 |Intangible Assets - - - 0 - 0 0.00 - -
1805 |Land 219,284 219,284 0 219,284 0 0.00
1806 [Land Rights - - 0 - 5 0.20 - - -
1808  |Buildings and Fixtures 994,216 994,216 375,000f 1,181,716 50 0.02 23,634 4,218 27,853
1810  [Leasehold Improvements - - 0 - 0 0.00 - - -
1815  [Transformer Station Equipment - Normally Primary - - 0 - 0 0.00 - - -
1820  [Distribution Station Equipment - Normally Primary b~ 2,762,235 2,762,235 0f 2,762,235 30 0.03 92,075 |- 41,981 50,094
1825  [Storage Battery Equipment - - 0 - 0 0.00 - - -
1830  |Poles, Towers and Fixtures 1,557,311 1,557,311 240,000f 1,677,311 25 0.04 67,092 |- 18,672 48,421
1835  |Overhead Conductors and Devices 4,043,754 4,043,754 209,000{ 4,148,254 25 0.04 165,930 |- 77,700 88,231
1840 |Underground Conduit 1,228,943 1,228,943 160,000] 1,308,943 25 0.04 52,358 |- 19,665 32,693
1845  [Underground Conductors and Devices 3,066,154 3,066,154 0f 3,066,154 25 0.04 122,646 |- 47,051 75,595
1850  |Line Transformers 5,351,049 5,351,049 192,000] 5,447,049 25 0.04 217,882 |- 59,552 158,330
1855 |Services 539,529 539,529 24,000 551,529 25 0.04 22,061 |- 13,241 8,820
1860 |Dumb Meters 225,726 225,726 20,000 235,726 25 0.04 9,429 |- 1,011 8,418
1860  |Smart Meters 1,822,179 1,822,179 0[ 1,822,179 0 0.00 - 112,744 112,744
1905 |Land - - 0 - 0 0.00 - -
1906 |Land Rights 0 0 0.00
1908  [Buildings and Fixtures 0 15 0.07
1910  [Leasehold Improvements 0 5 0.20 - -
1915  |Office Fumniture and Equipment - - 0 - 10 0.10 5,862 |- 5,862 -
1920  |Computer Equipment - Hardware 82,026 82,026 25,000 94,526 5 0.20 7,467 1,986 9,453
1925  |Computer Software 81,199 81,199 150,000 156,199 5 0.20 31,240 |- 1,689 29,551
1930  |Transportation Equipment > 3 tonnes 119,641 119,641 325,000 282,141 8 0.13 49,488 |- 13,092 36,395
1935  [Transportation Equipment < 3 tonnes 44,235 44,235 0 44,235 8| 0.13 13,867 - 13,867
1940  |Tools, Shop and Garage Equipment 759,705 759,705 55,000 787,205 10 0.10 78,720 21,743 100,463
1945  [Measurement and Testing Equipment - - 0 - 10 0.10 - - -
1950  |Power Operated Equipment 233,730 233,730 394,000 430,730 0 0.00 34,834 34,834
1955  [Communication Equipment 18,712 18,712 0 18,712 0 0.00 1,871 1,871
1960 |Miscellaneous Equipment - - 0 - 10 0.10 - -
1970  [Load Management Controls - Customer Premises 0 0 0.00
1975 |Load Management Controls - Utility Premises 0 0 0.00
1980  [System Supervisory Equipment 0 10 0.10
1985  [Sentinel Lighting Rentals 0 0 0.00
1990  |Other Tangible Property 0 0 0.00 - -
1995  [Contributions and Grants 0 25 0.00{- 30,895 30,895
2005  [Property under Capital Lease 0 0 0.00 - - -
79,693 |- 79,693
773,769 773,769
Total 23,149,626 23,149,626 | 2,169,000 [ 24,234,126 928,857 |- 91,224 837,633

Notes:
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DETERMINATION OF LOSS ADJUSTMENT FACTORS

Total Loss Faor

LUKIF & OF f Odzt I SR GKS d2aGrt t2aa TIFOU2N) G2
average wholesaland retail kwh for the years 20a6 2010 The calculations are summarized
in Table4-47 below. LUI chose to use a\&ar average for a meraccurate representation of

trending over time.
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Table4-47 Total Loss Factor Calculations
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Lakefront Utilities Inc

Losses in Distributor System 205 2006 007 208 2009 000  Year Average
AliWholesale" Qyithe(bi&SO) 20086452 | 293670333 | 25056126 281805823 |  258,00717 261,165,589 | 280,337 50647
BliWhol esale” kWh (GEN) .
C Net "Wholesale" kWh (A)-8) 20086452 | 293670333 | 25056126 281805823  258,040717 261,165,589 | 280,337 506.47
D {Retail KWh (Distrbutor) Qty atthe Meter 18622141 283065420 |  28LTS5268|  27LABG0T8| 245,046,862 28013436 | 268,021,556.72
E |Portion of Retail KWh delivered by distibutorfor Large Use Customers . . . . . . .

F et "Retall"kih (D)-E) gL 23065420  BLTH268| 2186078 245,046,862 28913436 | 268,021,556.72
G| Distibuton Loss Factor [C)(F] 10519 10375 L0412 10380 10530 10492 10461

Losses Upstream of Distributor's System
H|Supply Faciity Loss Factor 100740 100736 102003 101136 101169 101173 10099

Three Year Average 10116

Total Utilty Loss Adjustment Factor LAF

Supply Facilty Loss Factor 10099
[ Total Loss Factor

Secondary Metered Customer
Total Loss Factor- Secondary etered Customer < 5,000KW 10565
Total Loss Factor - Secondary Metered Customer > 5, 000kW na
Primary Metered Customer
Toial Loss Factor- Pimaty Meteted Customer < 5,000kW 1,0460
Total Loss Factor - Primary Metered Customer > 5 000KW A

a dzLJLJt e

Supply Facility Loss Factor
¢ KS

FLHOAfAGESR

fiofl ia showfirt Talied-A8land defré&sents th€ [ C€ 0

losses on supply td.Ul. The SFLF is calculated on the measured quantities between the
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transformer stations and the wholesale meter points. The SFLF is used in the calculations of the

total loss factor abovéased on the 205to 2010averages

Table4-48 Supply Facility Loss Factor

1.0074 1.007357 1.010027 1.011364 1.011686 1.011735 1.009928

Total Loss Factor by Class
Table4-49 sets out the classpecific Loss Factors used laylin the calculation of commodity

and other ron-distribution charges.

Table4-49 Total Loss Factor by Class

Total Utility Loss Adjustment Factor LAF

Supply Facility Loss Factor 1.0099
Distibution Loss Factor 1.0461
Distribution Loss Factor - Secondary Metered Customer < 5000kW 1.0565
Distribution Loss Factor - Primary Metered Customer < 5000 kW 1.0357
Total Loss Factor

Total Loss Factor - Secondary Metered Customer < 5000kW 1.0565
Total Loss Factor - Primary Metered Customer < 5000kW 1.0460
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Materiality Analysis on Distribution Losses

LUR @otal Loss factor i%$.6%%. Pursuant to the Filing Requirements, as Bhgtribution Loss
Adjustment &ctor is less than 5%, LUl is not required to providean explanation of, or
justification br, itstotal loss factor.[ | L Q& 2 & & iFreporteéd\de Bigher thabthp ¢ p

previous cost of service filing in 2088 detailed below

During tre 2008 rate application, LWpplied the loss factor againgte wholesale kW, and
consequentlyhad repored inaccurate calculations afs loss factor.This inaccuracwffected
theddit Ay wnnp I YR lossfaotar to dppeafl@vBIInGn it[really Ras. As well
the datausedin 2008usedinconsistentunbilled data.The final issue with the data 2008, is
that it included overbilling of a major customewrhich was corrected in the 202008 year,

then caused an increase[in} loS§sdactor.

When properly recalculated, the total loss factwould be closer to 6.0%. WhereasLUI had
filed a distibution loss factor of 1.0494r@ a2 Gt f2aa FFOG2N 27
actual Total Loss Factor that is beifited for 2012 cost of seige has been reduced, as per

[ | Ist@i@gy from 1.605t0 1.0565.

Below are the calculations for tH#008 accuratelyallocated figures;

p®n w
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Total Utility Loss Adjustment Factor
2004 Adjusted 2004 Actual 2005 2006
iWholesal e" Qkytheet&SO0) 295,392,679.00 | 295,392,679.00 | 292,286,452 | 293,670,333
fiWhol esale" kWh (GEN)
Net "Wholesale" kWh (AB) 295,392,679.00 | 295,392,679.00 | 292,286,452 | 293,670,333
Retail KWh (Distributor) Qty at the Meter 276,130945.00 | 276,378966.00 | 277,862,274 | 283085421
Net "Retail" kWh (DIE) 276,130945.00 | 276,378966.00 | 277,862,274 | 283085421
3 Year Average
Distribution Loss Factor [(C)I(F)] DLF 1.0688 1.0519 1.0375 1.0527
1.0045% 1.0045%

Supply Facility Loss Factor SFLF 1.0073 1.00740 1.00736 1.0074

1.0605
Total Utility Loss Adjustment Factor

TAX CALCULATIONS

LUI is subject to the payment of PILS under section 93 of the Electricity988t, ds amended.

The applicantdoes not pay section 89 proxy taxemd is exempfrom the payment of income

and capital taxes under the Income Tagt ACanada) and the Ontario Corporations Tax Act.

Table 17 below provides a summary2008Actual,2009Actual and 2010 Actuahcome taxes

included in audited statement£011Bridge Year estimate using current rates, &td 2 Test

Year income taxes bad on revised ratesThe amounts for Ontario Capital Tax are $2,946 for

2010 Actual and $ Nil for 2011. This amount has decreased due to Ontario Capital Tax rates and

LUI has reflected the cessation of the capital tax rate effectively July@ 201

Summay of Income Taxe3able4-51

Description 2008 Actual [2009 Actual [2010 Actual [2011 Bridge [2012 Test
Income Taxes $ 557,613|$ 355,241|$ 254,247| % 32,2871 $ 35,198
Ontario Capital Tax | $ 1,695 $ 4,756| $ 2,946 - -
Total Taxes $ 559,308[$ 359,997|$ 257,193 $ 32,287 $ 35,198

LUR detailed tax calculatiosusing the most recent tax ratese providedoelow Tables 4-52.
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Corporate Tax Rates

2011 2012
Corporate Tax Rates for Tax Year: Bridge Test
OCT Exemption 15,000,000 15,000,000
Federal Income Tax 16.50% 15.00%
Ontario Income Tax 11.75% 11.25%
Combined Income Tax 28.25% 15.50%
Ontario Capital Tax Rate 0.000% 0.000%

Large Corporation Tax Rate

Large Corporation Tax Exemption

No capital tax as of July 2010
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LAKEFRONT UTILITIES INC.

Table 4532011 Tax Calculations

Determination of Tax Adjustments to Accounting Income for 2011

R R Total for Legal | Non-Distribution Utility
Line item T2S1line # Entity | Eliminations Amount
Additions:
Interest and penalties on taxes 103, (o] (] (o]
Amortization of tangible assets 104 1,127,296 [¢] 1,127,296
Amortization of intangible assets 106 o] (9] (]
Recapture of capital cost allowance from Schedule 107] o 0 o
Gain on sale of eligible capital property from
Schedule 10 108 0 0 0
Income or loss for tax purposes- joint ventures or
. 109 (0] [0]
partnerships
Loss in equity of subsidiaries and affiliates 110 o] o] o]
Loss on disposal of assets 1 (o] (o] (o]
Charitable donations 2 (o] (o]
Taxable Capital Gains (o] (9] (]
Political Donations 4 ] (] (]
Deferred and prepaid expenses 116 o] o] o]
SclenFlfIC research expenditures deducted on 118 o 0 o
financial statements
Capitalized interest 119 (] [¢] (]
Non-deductible club dues and fees 120 o] ]
Non-deductible meals and entertainment expense 121] (0] o]
Non-deductible automobile expenses 2 0] o] 0]
Non-deductible life insurance premiums 3 o] [o] o]
Non-deductible company pension plans 4 (o] [¢] (]
Tax reserves beginning of year 5 [0] 0] (0]
Reserves from financial statements- balance at 126) 205,837 0 205,837
end of year
Soft costs on construction and renovation of 127] o o o
buildings
Book loss on joint ventures or partnerships 205| 0] 0] 0]
Capital items expensed 206, o] o] o]
Debt issue expense 08| o] o] o]
Development expenses claimed in current year 2 o] o] o]
Financing fees deducted in books 6 0 [o] o]
Gain on settlement of debt 0| (o] [¢] (o]
Non-deductible advertising 6 [0] 0 [0]
Non-deductible interest u [0] [0] [0]
Non-deductible legal and accounting fees 8 0] o] 0]
Recapture of SR&ED expenditures 1 0] o] o]
Share issue expense §| (o] (9] (]
Write down of capital property 6 o] [0] [0]
Amounts received in respect of qualifying
environment trust per paragraphs 12(1)(z.1) and 237 (0] o] (0]
12(1)(z.2)
Interest Expensed on Capital Leases 290 (o] [¢] (]
|__Realized Income from Deferred Credit Accounts 291 o] o] o]
| Pensions 292 o] ] 0
Non-deductible penalties 293 [0] [0] [0]
Debt Financing Expenses for Book Purposes 294 o] o]
Other Additions (Apprenticeship Tax Credits) 295 [o] [o] [o]
Total Additions 1,423,133 0 1,423,133
Deductions:
Gain on disposal of assets per financial statements 401 (o} (o}
Dividends not taxable under section 83 402 [0] [0] [0]
Capital cost allowance from Schedule 8 403] 1,221,889 [o] 1,221,889
Terminal loss from Schedule 8 404 (o]
Cumulative eligible capital deduction from
Schedule 10 405 0 0 0
Allowable business investment loss 406 o] [o] (9]
Deferred and prepaid expenses 409 o] o] o]
Scientific research expenses claimed in year 411 0] o] 0]
Tax reserves end of year 413 (o] (] (o]
Re;er\(es from financial statements - balance at 414 268,043 o 268,043
beginning of year
Contributions to deferred income plans 416 o] o] o]
Book income of joint venture or partnership 305 0] o] 0]
Equity in income from subsidiary or affiliates 306 (o] (o] (o]
Interest capitalized for accounting deducted for tax 390 (o} (o} o
Capital Lease Payments 391 0] o] 0]
Non-laxvable imputed interest income on deferral 302] o 0 o
and variance accounts
Financing Fees for Tax Under S.20(1)(e) 393 0] o] 0]
Other Deductions 394 [¢] (]
Total Deductions 1,490,832 (9] 1,490,832
Other Adjustments to Taxable Income
Charitable donations from Schedule 2 311 (o] (o] (o]
Taxable dividends deductible under section 112 or 320 o o
113, from Schedule 3 (item 82)
Non-capital losses of preceding taxation years from
Schedule 7-1 331 ° ° °
Net-capital losses of preceding taxation years from 332 o o o
Schedule 7-1
Limited partnership losses of preceding taxation
335 (o] o (o]
|years from Schedule 4
Total Adjustments 9] (] 9]
Tax Adjustments to Accounting Income | | | |
(67,699) o] (67,699)

EB-2011-0250
EXHIBIT 4
Page 100 of 265
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Determination of Tax Adjustments to Accounting Income for 2012
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. Total for Legal | Non-Distribution Utility
Line ltem T2S1line # Entity Eliminations Amount
Additions:
Interest and penalties on taxes 103 ] o] o]
Amortization of tangible assets 104 812,762 o 812,762
Amortization of intangible assets 106 o [o] o
Recapture of capital cost allowance from Schedule 107 o o o
Gain on sale of eligible capital property from
Schedule 10 108 ° ° °
Income or loss for tax purposes- joint ventures or 109 o o
partnerships
Loss in_equity of subsidiaries and affiliates 110 [o] [¢] [¢]
Loss on disposal of assets 11 o o o
Charitable donations 11 o o o
Taxable Capital Gains 11 o o [e]
Political Donations 114 o o o
Deferred and prepaid expenses 116 ] o o]
Sclenl_lflc research expenditures deducted on 118 o o o
financial statements
Capitalized interest 119 o o o
Non-deductible club dues and fees 120 o o
Non-deductible meals and entertainment expense 121 o o
Non-deductible automobile expenses 122 o o o
Non-deductible life insurance premiums 123 [o] [o] [¢]
Non-deductible company pension plans 124 o o o
Tax reserves beginning of year 125 o] o] o
Reserves from financial statements- balance at end 126 304,712 o 304,712
of year
Soft costs on construction and renovation of 127 o ) o
buildings
Book loss on joint ventures or partnerships 05 [o] o [o]
Capital items expensed (o] o o o
Debt issue expense O: o o o
Development expenses claimed in current year [o] o [¢]
Financing fees deducted in books [o] [¢] [¢]
Gain on settlement of debt 0 o o o
Non-deductible advertising 26 o] o [¢]
Non-deductible interest 27 o [e] [e]
Non-deductible legal and accounting fees 28 o o] o
Recapture of SR&ED expenditures 1 o o o
Share issue expense 5 [o] [¢] o
Write down of capital property 6 o o] o]
Amounts received in respect of qualifying
environment trust per paragraphs 12(1)(z.1) and 237 (o] [e] [e]
12(1)(z.2)
Interest Expensed on Capital Leases 290 o] o] o]
Realized Income from Deferred Credit Accounts 291 o o [o]
Pensions 292 o [e] [e]
Non-deductible penalties 293 o o o
Debt Financing Expenses for Book Purposes 294 o] o]
Other Additions (Apprenticeship Tax Credits) 295 ] (o] (o]
Total Additions 1,117,474 o) 1,117,474
Deductions:
Gain on disposal of assets per financial statements 401 o o
Dividends not taxable under section 83 402 o o o
Capital cost allowance from Schedule 8 403 1,261,977 o 1,261,977
Terminal loss from Schedule 8 404 o [e] [e]
(f;mulatlve eligible capital deduction from Schedule 405 o o o
Allowable business investment loss 406 o o o
Deferred and prepaid expenses 409 o o o]
Scientific research expenses claimed in year 411 o] o] o]
Tax reserves end of year 413 o] ] [¢]
Reser\(es from financial statements - balance at 414 205,837 o 205,837
| beginning of year
Contributions to deferred income plans 416 o] o] o]
Book income of joint venture or partnership 305 [o] [¢] o
Equity in income from subsidiary or affiliates 306 o o o
Interest capitalized for accounting deducted for tax 390 o o o
Capital Lease Payments 391 [o] [¢] [¢]
Non—tax'able imputed interest income on deferral 302 o ) )
and variance accounts
Financing Fees for Tax Under S.20(1)(e) 393 [o] [¢] [¢]
Other Deductions 394 o o o
Total Deductions 1,557,814 o 1,557,814
Charitable donations from Schedule 2 311 o
Taxable dividends deductible under section 112 or 320 o o o
113, from Schedule 3 (item 82)
Non-capital losses of preceding taxation years from 331 o ) )
Schedule 7-1
Net-capital losses of preceding taxation years from 332 o o o
Schedule 7-1
Limited partnership losses of preceding taxation years
335 (o] o
from Schedule 4
Total Adjustments o
[ Tax Adjustments to Accounting Income | (440,340) | [e]) | (440,340) ]
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CAPITAL COST ALLOWANCE

LUIis providing Capital Cost Allowance continuity schedules fo2@i# Bridge Yeaand the

2012Test Yeaans follows:

Table 4552011CCA / UCC Continuity Schedule

CCA Continuity Schedule (2011)

UCC Prior Year - { Less: Non-Disrbutin {Less: isalowed FMV|  UCC Bridge Year UCCBefore 2Yr | 12 Year Rule {112 Adtons UCC Ending
Class (Class Descripion Ending Balance Porion herement | Opening Blance | Addions | Dispositons |  Adjustment Less Disposels} ~ |Reduced UCC| Ratel | CCA |  Balance
1 |Distibution System - 19881 2-Feb-2005 879009 8749009 0 0 8749009 0 8709000 | & | 9%0 | 839049
0 |Distibution System - pre 1988 0 0 0 0 0 0 | 0 0
6 |Buldings (No footings below ground) 10016 10016 0 0 10016 0 006 | 0% | L 9
B |General Offce/Sores Equip 13 U3 100000 0 14361 5000 WL | N | 18E0 | 154
10 |Computer Hadwarel Vehices 54094 540 94 50000 0 590964 50 5606 | b | 169789 | 4m
101 {Certain Automobies 0 0 0 0 0 0 Wl o0 0
12 |Computer Software 139032 139032 5546 0 197578 873 168305 | 100% | 168305 | 21
B 0 0 0 0 0 S| o0 0
5! 0 0 0 0 0 0 0
133 |lessed3 0 0 0 0 0 0 0 0
134 |lessedd 0 0 0 0 0 0 0 0
14 |Fanchise 0 0 0 0 0 0 0 0
New Elecrical Generating Equipment Acq d after Feb
17 {2700 Qther Then Bldgs 0 0 0 0 0 0 $| 0 0
Certan Energy-Efficient Electrical Generating
131 [Equipment 0 0 0 ) 0 0 W] 0 0
45 |Computers & Sysems Hardwre acq'd ost Mar 2204 13 13 0 0 1% 0 1358 | & | 0 T#
50 {Computers & Systems Hardware acq d post ey 1907 1134 113 0 0 113 0 13| | 6 510
Data Network Infrastructure Equipment (acgd post Mar
i) 0 0 0 0 0 0 Wl 0 0
47 |Distibution System - post 22-Feb-2005 5708093 STBM8 | LI035 | 6873% 681912 545809 G410 | B | S0L98 | 6317984
SUB-TOTAL -UCC 15214161 0 0 B4tL | 1968001 | Ge87% | 165436 630062 1506488 LUL08 | 15387
CEC  {Goothil 0 0 0
CEC |Land Rights 0 0 0 0
CEC |FIN Bump-p 0 0 0
SUBTOTAL - CEC 0 0 0 0
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Cumulative Eligible Capital Calculation

Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

Other Adjustments
Subtotal
Non-taxable portion of a non-arm's length transferor's gain realized on the transfer
of an ECP to the Corporation after Friday December 31, 2002
Amount transferred on amalgamation or wind-up of subsidiary

Subtotal
Deductions:

Projected proceeds of sale (less outlays and expenses not otherwise deductible)
from the disposition of all ECP during the year

Other Adjustments

Subtotal

Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

0
0
0x3/4= 0
0x12= 0
0 0
0 0
0
0
0x3/4= 0 0
0
7% 0
0
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Table 4572012CCA / UCC Continuity Schedule

CCA Continuty Sehdule (2012

~N O O WN

UCC Prior Year | Less:NonDisrbuton | Less: isalowed PV - UCC Bride Yea UCC Before 12 Yr | L2 Year Rue L2 Addfions 0C Ending
C\assDesc'pion Ending Beance | Portn Ioement | Opening Balnce | Addons | Disostons | Adusment LessDisposals} ~ [Reduced UCC| Raeth | (CA | Balnce
Ditibuion ysen - 198010 2428200 B0 ! 0 B0 ) ) B0 ) BGOD | B | 35| W
Disibuton System-re 98 0 0 0 0 0 0 0 0 0 | B | 0 0
Buldigs \ofooings e\ow und) o 0 0 it 0 0 i 0 R
GeneralOfielStores Eqip T 0 0 GE | B0 0 et B0 O I T A
Compute Hadwarel Vehicls NS 0 0 AN 1 L T L L R
11 |Caran Auomobles ( ( 0 0 0 0 0 0 0 [ M| 0 0
Computer ot A ! 0 amo|Em o0 JIEHIE 150 B 10 | B | 150
! ! 0 ) ) ) ) ) 0 | %] 0 0
! ! 0 ) ) ) ) ) 0 | W]l 0
leased 0 0 0 0 0 0 0 0 0 0 !
leaseid 0 ( 0 0 0 0 0 0 0 0 {
Franhie 0 0 0 0 0 0 0 0 0 0 {
N Eletical Genraing EquipmentAcqd e b
10 tht Then Bldgs ( ( 0 0 0 0 0 0 0 [ B0 0
Certan EnegEficien Elctical Generang
1 Euipment ( 0 0 0 0 0 0 0 0 [ M| 0 0
Computers & Sysems Hawarengd postr 200 |~ 74 0 0 ] 0 0 ] 0 W B | W
Computers & Syslems Hawareuadpostlir 1907 | 510 0 0 il 0 0 il 0 o[ Fh B W
DataNethork nfasructur Equipment g d pot Mt
) 0 ! 0 ) ) ) ) ) R 0
Ditibuon System -post 2205 AT BMTR| L | 0 BT T TAUTS | B | S0 | T
SUB-TOTAL-CC S50 ! 0 B0 | L0 | 0 5w 6500 1656687 LB | 15846
e 0
CEC |coodil ( 0 0 0
(EC LandRihs 0 0 0 0
CEC JFUN Bump-1p 0 0 0 0
SUBTOTAL-CEC 0 ! 0 )

Table 458 2012CEC Continuity Schedule
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Cumulative Eligible Capital Calculation

Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

Other Adjustments
Subtotal
Non-taxable portion of a non-arm's length transferor's gain realized on the transfer
of an ECP to the Corporation after Friday December 31, 2002
Amount transferred on amalgamation or wind-up of subsidiary

Subtotal
Deductions:

Projected proceeds of sale (less outlays and expenses not otherwise deductible)
from the disposition of all ECP during the year

Other Adjustments

Subtotal

Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

0x3/4=

0x12=

0x3/4=

%

0

0

0

0 0
0
0

0 0
0
0
0
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APPENDIX B PROCUREMENT POLICY
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POLICY AND PROCEDURES | DEPARTMENT: ADMINISTRATION

SUBJECT: PROCUREMENT
POLICY #: 2011-0201

Lakefront ISSUE DATE: February 1% 2011

Utlllt_y PAGES: Page 1 of 4

Services

Inc.

ADM

ADM

ADM

ADM

4.1.0 PURPOSE

4.1.1 To set forth the policy of the corporation regarding the approval procedure for
purchasing capital and operational expenditures.

4.2.0 POLICY STATEMENT

4.2.1 Itis the policy of Lakefront Group of Companies represented by Lakefront Utility
Services Inc. (LUSI) to set up procedures for the purchasing of supplies, materials and
other services on behalf of LUSI and its affiliates.

4.3.0 PURCHASE ORDER CREATION PROCESS

4.3.1 All requests for the purchase of goods or services must be submitted on a
Purchasing Form, which when authorized and approved by the appropriate signing
authorities and assigned a valid number, becomes an official Purchase Order.

4.3.2 In an emergency, a Supervisor may place a verbal order which must be followed
by a official Purchase Order as soon as practicable.

4.4.0 RESPONSIBILITIES

441 Depart ment Managerd6s Responsibilityods
The Department Manager is responsible for reporting, in writing, to the President or Vice
President, all instances of unsatisfactory vendor performance.

442 Staffods Responsibilities

All staff is responsible for following the Purchasing Policy as outlined within, for ensuring
that all items purchased meet the all current Regulatory Standards and/ or an approved
Electrical Standards as per Ontario Regulation 22/04
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POLICY AND PROCEDURES | DEPARTMENT: ADMINISTRATION

SUBJECT: PROCUREMENT
POLICY #: 2011-0201
Lakefront ISSUE DATE: February 1% 2011
Utlllty PAGES: Page 2 of 4
Services
Inc.

ADM 4.5.0 APPROVAL PROCEDURE & LEVELS

4.5.1 Purchasing Forms will be approved by the appropriate authority level as per
Table 1 and Table 2 below, validated for appropriateness of expenditure, verified against
the current approved Budgets and checked for account coding accuracy. All invoices
will be matched to the corresponding approved purchase order by the Finance
Department.

4.5.2 Purchases are not to be divided to circumvent any thresholds in this policy.

Table 1 Approved Budget Purchases

Supervisor Approval of purchase orders not to exceed $ 1,000
Manager Approval of purchase orders not to exceed $ 5,000
Corporate Officers Approval of purchase orders not to exceed $ 25,000
Vice- President Approval of purchase orders not to exceed $ 50,000
President Approval of purchase orders not to exceed $100,000
President and VP Approval of purchase orders not to exceed $150,000

Purchases over $150,000 require additional authorization by the Chair of HOLDCO.

Table 2 Purchases not included in Approved Budget

Supervisor Approval of purchase orders notto exceed $ 250
Manager Approval of purchase orders not to exceed $ 1000
Corporate Officers Approval of purchase orders not to exceed $ 2,000
Vice- President Approval of purchase orders not to exceed $ 10,000
President Approval of purchase orders not to exceed $ 15,000
President and VP Approval of purchase orders not to exceed $ 25,000

Purchases over $25,000 require additional authorization by the appropriate Board.

4.5.3 Purchase of miscellaneous items under a value of $250 do not require a
purchase order but do require approval and account coding by appropriate supervisor.

4.5.4 Rental of equipment does not require a purchase order but does require the
associated work order. The invoice will contain the work order number will be approved
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POLICY AND PROCEDURES | DEPARTMENT: ADMINISTRATION

SUBJECT: PROCUREMENT
POLICY #: 2011-0201
Lakefront ISSUE DATE: February 1% 2011
Utlllt_y PAGES: Page 3 of 4
Services
Inc.

ADM

ADM

ADM

ADM

ADM

at the time it is received. Work order number must be recorded on third party
documentation.

4.6.0 PURCHASES PAID OUT OF PETTY CASH

4.6.1 Purchases for goods or services costing less than $50 total can be paid out of
Petty Cash when authorized by the appropriate supervisor.

4.7.0 CREDITCARD PURCHASES

4.7.1 Authorization from the appropriate supervisor is required for purchases over
$250. Senior management do not require authorization for amounts up to their limits of
authority and the statements must be reviewed and approved by their immediate
supervisor.

4.8.0 PURCHASES COSTING BETWEEN $250 AND $15,000

4.8.1 All purchases over $250 require a Purchase Order, signed by the appropriate
Authority. Purchaser will use his/her discretion in selecting the suppliers from whom to
choose based on best value. For all purchases, competitive prices must be obtained
and recorded.

4.9.0 PURCHASES COSTING BETWEEN $15,000 AND $25,000

4.9.1 When the total expenditure for goods or services is between $15,000 and
$25,000, quotations will be solicited from at least three (3) suppliers.

4.9.2 The quotation process may be omitted under the following conditions:

1 Emergency situation declared by the President or his designate;
1 Sole Source Purchases must be approved by two (2) Corporate Officers.

4.10.0 Purchases Costing over $25,000

4.10.1 Tenders, Request for Proposals, Request for Quotations will be required when the
total expenditure for goods or services is expected to exceed $25,000.
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POLICY AND PROCEDURES

Lakefront

Utility
Services
Inc.

DEPARTMENT: ADMINISTRATION
SUBJECT: PROCUREMENT
POLICY #: 2011-0201

ISSUE DATE: February 1% 2011
PAGES: Page 4 of 4

ADM 4.11.0 EXCLUSIONS TO PROCUREMENT PROCESS

4.11.1 The following items are not subject to this Procurement Policy:

1.0 Purchasing Card Purchases
2.0 Cheque Requisition
3.0 Training and Education
a) Conferences
b) Courses
c) Seminars
d) Conventions
e) Memberships
f) Periodicals
g) Magazines
h) Subscriptions
i) Staff Training
j) Staff Development
k) Staff Workshops
4.0 Refundable Employee Expenses
a) Meal Allowances
b) Travel Expenses
c) Hotel Accommodation
d) Mileage

5.0 General Expenses

a)
b)

n)

0)

Licences, insurance (vehicles, etc.)
Banking and underwriting services
where covered by agreements
Real estate including land,
buildings, leasehold interests,
easements, encroachments and
licences

Items of a confidential nature
Professional and special services,
including appraisals, medical, etc.
Freight charges

IESO Invoice

Debt Retirement Charge Remittance
ESA Inspection Charges

OEB Fixed Costs

Insurance Employee benefits (Pension,
Health Insurance, etc)

Taxes

Customer refunds

External Audit Invoices

Legal expenses

6.0 Utilities

a)
b)
c)
d)
e)

f)

Postage

Water and sewage charges
Hydro

Natural Gas

Internet Service

Telephone Service
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r Attachments
. Financlal statement information: Use GIFi schedules 100, 125, and 141.

Is the corporation related to any other corporations?

Schedules - Answer the following questions. For each Yes response, attach to the T2 return the schedule that applies.
Yes Schedule

150X

Is the corporation an associated CCPC?

_160(X;

Is the corporation an associated CCPC that is ¢claiming the expenditure limit?
Does the corporation have any non-resident shareholiders?

161
151

Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or
employees, other than transactions in the ordinary course of business? Exclude non-arm's length transactions
with non-residents

162[]

If you answered Yes to the above question, and the transaction was between corporations not dealing at arm's

Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada?

163

164

Is the corporation claiming a deduction for payments to a type of employee benefit plan?
Is the corporation claiming a foss or deduction from a tax shelter acquired after August 31, 19897

165
166

Is the corporation a member of a partnership for which a partnership identification number has been assigned?

167

Did the corporation, a foreign affiliate controlled by the corporation, or any other corporation or trust that did not
deal at arm's length with the corporation have a beneficial interest in a non-resident discretionary trust?

Did the corporation have any foreign affiliates during the year?

1eaH
169

Has the corporation made any payments to non-residents of Canada under subsections 202(1) and/or 105(1) of
the federal lncome Tax Regulalions?

170

Has the corporation had any non-arm’s length transactions with a non-resident?

171

For private corporations: Does the corporation have any shareholders who own 10% or more of the
corporation's common and/or preferred shares?

1734

Has the corporation made payments to, or received amounts from, a retirement compensation plan
arrangement during the year?

172[]

Is the net income/loss shown on the financial statements different from the net income/loss for income tax
purposes?

201

Has the corporation made any charitable donations; gifts o Canada, a province, or a territory,
gifts of culturat or ecological property; or gifts of medicing?

Has the corporation received any dividends or paid any faxable dividends for purposes of the dividend refund?

Is the corporation claiming any type of losses?

202
203
204

Is the corporation claiming a provincial or territorial tax credit or does it have a permanent establishment in
more than one jurisdiction?

205

Has the corporation realized any capital gains or incurred any capital losses during the tax year?

206

1) Is the corporation claiming the small business deduction and reporting income from: a) proparty (other than
dividends deductible on line 320 of the T2 return), b) a partnership, c) a foreign business, or d} a personal
services business; or

ii) is the corporation claiming the refundable portion of Part | tax?

207

Does the corporation have any property that is sligible for capital cost allowance?

208

Does the corporation have any property that is eligible capital property?

210

Does the corporation have any resource-related deductions?

212

Is the corporation claiming reserves of any Kind?

213

Is the corporation c¢laiming a patronage dividend deduction?

216

Is the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional
deduction?

217

Is the corporation an investment corporation or a mutual fund corporation?

218

Is the corporation carrying on business in Canada as a non-resident corporation?

220

Is the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax
credits?

Does the corporation have any Canadian manufacturing and processing profits?

Is the corporation claiming an investment tax credit?

231

Is the corporation claiming any scientific research and experimental development (SR&ED) expenditures?

232

Is the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,0007

233

is the fotal taxable capital employed in Canada of the corporation and its associated corporations over $10,000,0007

234

s the corporation claiming a surtax credit?

237

is the corporation subject o gross Part VI tax on capital of financial insfituliogs?

238

Is the corporation claiming a Part | tax credit?

242

Is the corporation subject to Part IV.1 tax on dividends received on taxable preferred shares or Part VI.1 tax on
dividends paid?

243

Is the corporation agreeing to a transfer of the liability for Part V1.1 tax?

244

Is the corporation subject to Part il - Tobacco Manufacturers' surtax?

|
i

249

For financial institutions: Is the corporation a member of a related group of financial institutions with one or
more membears subject to gross Part V| tax?

250

Is the corporation claiming a Canadian film or video production tax credit refund?

253

Is the corporation claiming a film or video production services tax credit refund?

254

Is the corporation subject fo Part Xl1.1 tax?

255

* We do not print this schedule.

9
23
49
19

39
TH131
T1177

92*
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i Attachments - Continued from page 2

Yes Schedule

Did the corporation have any foreign affiliates that are not controlled foreign affiliates? 256 T1134-A |-
Did the corporation have any controlled foreign affiliates? 258 T1134-B
Did the corporation own specified foreign property in the year with a cost amount over $100,000? 259 T1135
Did the corporation fransfer or loan property to a non-resident frust? 260 Tt141
Did the corporation receive a distribution from or was it indebted fo a nen-resident trust in the year? 261 T1142
Has the corporation entered inlo an agreement to allocate assistance for SR&ED carried out in Canada? 262 T1145
Has the corporation entered info an agreement to transfer qualified expenditures incurred in respect
of SREED contracts? ] 263] T1146
Has the corporation entered inlo an agreement with other associated corporations for salary or wages of
specified employees for SR&ED? 264[] T1174
Did the corporation pay taxable dividends (other than capital gains dividends) in the tax year? 2650 55
Has the corparation made an election under subsection 89(11) not to be a CCPC? 266[ ] T2002
Has the corporation revoked any previous election made under subsection 89(11)7? 267[] T2002
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its general rate
income pool (GRIP) change in the tax year? 268 53
Did the corporation (other than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP)
change in the tax year? 2691 ] 54

- Additional information:
Is the corporation inactive? . 280 _1Yes 2 Ne
Has the major business activity changed since the last return was filed?
(enter yes for first-time filers) 281 1Yes[] 2No
What Is the corporation's major business activity? 282
(Only complete if yes was entered at line 281.)
If the major business activity involves the resale of goods, show whether it is wholesale or retail 283 1 Wholesale[] 2 Retali[]

Specify the principal product{s) mined, manufactured, 284 Distribution of Electricity

285 100.000 %

sold, constructed, or services provided, giving the 286 287 %
approximate percentage of the total revenue that each 248 280 o
product or service represents.

Did the corporation immigrate to Canada during the tax year? 291 1VYes[] 2 No[X
Did the corporation emigrate from Canada during the tax year? 292 1 Yes| | 2 No
Do vou want to be considered as a quarterly instalment remitter if you are eligible? 293 1 Yes 2No[]
If the corporation was eligible to remit Instalments on a quarterly basis for part of the tax year, provide

the date the corporation ceased to be eligible 294

If the corporation's major business activity is construction, did you have any sub-contractors

during the tax year? 295 1 Yes[] 2No[]

T2 E (08) Version 2008.4.1 GP33 - RETAIN ON FILE, DO NOT SUBMIT TO THE CRA.
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~ Taxable income
. Net income or (loss) for income tax purposes from Schedule 1, financial statements, or GiF! 300 1,758,516 A
Deduct: Charitable donations from Schedule 2 311
Gifts to Canada, a province, or a territory from Schedule 2 312
Cuiltural gifts from Schedule 2 313
Ecologlcal gifts from Schedule 2 314
Gifts of medicine frorn Schedule 2 315
Taxable dividends deductible under section 112 or 113, or subsection
138(6) from Schedule 3 320
Part VI.1 tax deduction * 325
Non-capital losses of previous tax years from Schedule 4 o™
Net capital iosses of previous tax years from Schedule 4 - 332
Restricted farm losses of previous tax years from Schedule 4 333
Farm fosses of previous tax years from Schedule 4 334
Limited partnership losses of previous tax years from
Schedule 4 335
Taxable capital gaing or taxable dividends allocated from a central
credit union 340
Prospector's and grubstaker's shares 350
Subtotal B b ﬁ B
Subtotal (amount A minus amount B} (if negative, enter "0") 1,768,516 C
Add: Section 110.5 additions or subparagraph 115(1)(a){vii) additions 355 D
Taxable income {(amount C plus amount D) 360 1,768,616
Income exempt under paragraph 149(1)(t) 370
Taxable income for a corporation with exempt income under paragraph 149(1)(t)
{line 360 minus line 370} Z
* This amount is equal to 3 times the Part V1.1 tax payable at line 724 on page 8.
r Small business deduction
Canadian-controlled private corporations (CCPCs) throughout the tax year
Income from active business carried on in Canada from Schedule 7 400 1,758,516 A
Taxable income from line 360 on page 3, minus 10/3 of the amount on line 632 on page 7, minus 3
times the amount an fine 636 on page 7, and minus any amount that, because of federal law, is exempt
from Part | tax 405 1,758,516 B
Calculation of the business limit:
For all CCPCs, calsulate the amount at line 4 below.
$300,000 x Number of days in the tax year in 2006 = 1
Number of days in the tax year 366
$400,000 x Number of days in the tax year after 2006
and before January 1, 2009 366 = 400,000 2
Number of days In the tax year 366
$500,000 x Number of days in the tax year after 2008 = 3
Number of days in the tax year 366
Add amounts at lines 1, 2 and 3 400,000 4
Business limit (see notes 1 and 2 below) 410 400,000 C
Notes: 1. For CCPCs that are not associated, enter the amount from line 4 on line 410, However, if the corporation’s
tax year is less than 51 waeks, prorate the amount from line 4 by the number of days in the tax
year divided by 365, and enter the result on line 410,
2. For associated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410.
Business limit reduction:
Amount C 400,000 X 415 8,740 D _ 30,756 £
11,250
Reduced business limit {amount C minus amount E) (if negative, enter "0") 425 89,244 F
Small business deduction
Amount A, B, G, or F Number of days in the tax year before
whichever Is the least 89,244 Januaty 1, 2608 x 16% = 5
Number of days in the tax year 366
Amount A, B, C, or F Number of days in the tax year after
whichever is the least 89,244 Dec 31, 2007 366 x17%= 15171 6
Number of days in the tax year 366
Total of amounts 5 and 6 - enter on line 9 of page 7430 15,471 G
T2 E (08) Version 2008.4.1 GP33 - RETAIN ON FILE, DO NOT SUBMIT TO THE CRA.
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.Resource deduction
. Taxable resource income [as defined in subsection 125.11(1)]

435

AmountH X Number of days in the tax year in 2006
Number of days in the tax year

AmountH __ X Number of days in the tax year in 2007
Number of days in the tax year

Resource deduction ~ total of amounts | and J

366 © 9% =

366 X %=

Note: Resource deduction is no longer available for tax years starting affer December 31, 20086,

438

Enter amount K on line 10 of page 7.

Canadian-controlled private ¢orporations throughout the tax year

Taxable income from line 360 on page 3

r General tax reduction for Canadian-controiled private corporations

1,758,616 A

Lesser of amounts V and Y from Part 9 of Schedule 27

Amount QQ from Part 13 of Scheduls 27

Taxable resource income from ling 435 on page 4

Amount used to calculate the credit union deduction (from Schedule 17)

Amount on ling 400, 405, 410, or 425 on page 4, whichever is the |east

Aggregate investment income from line 440 of page 6

Total of amounts B, C, D, E, F, and G

Amount A minus amount H (if negative, enter "0")

89,244 H
1,669,272 |

Number of days in the tax year before
Amount | 1,669,272 X January 1, 2008

Number of days in the tax year

Number of days in the tax year after

366 X 8.5% =

Amount | 1,669,272 X Dec. 31, 2007 and before Jan. 1, 2009
Number of days in the tax year

Number of days in the tax year after
Dec. 31, 2008 and before January 1,

366

X 9% =

Amount | 1,669,272 X 2010
Number of days in the tax year

366

General tax reduction for Canadian-controlled private corporations - total of amounts J, K, and L

141,888 K

141,888 M

Enter amount M on line 638 of page 7.

1

General tax reduction

not subject to the corporation tax rate of 38%.

Do not complete this area if you are a Canadian-controlled private corporation, an Investment corporation, a mortgage investment
corporation, or a mutual fund corporation, and for tax years starting after May 1, 2006, any corporation with taxable income that is

Taxable income from fine 360 on page 3 (for tax years starting after May 1, 2006, Amount Z on page 3) N
Lesser of amounts V and Y from Part 9 of Schedule 27 _ o]
Amount QQ from Part 13 of Scheduls 27 [&]
Taxable resource income from line 435 on page 4 Q
Amount used fo calculate the cradit union deduction (from Schedule 17) R
Total of amounts O, P, Q, and R b S
Amount N minus amount S (if negative, enter "0") . T
Number of days in the tax year before
Amount T X January 1, 2008 X7% = U
Number of days in the tax year 366
Number of days in the tax year after
Amount T x  Dec. 31, 2007 and before Jan. 1, 2009 X 8.5% = v
- Number of days in the tax year 366
Number of days In the tax year after
Amount T x  Dec. 31, 2008 and before Jan. 1, 2010 X 9% = W
Number of days in the tax year 366
General tax reduction - total of amounts U, V and W X

Enter amount X on line 639 of page 7.

T2 E {08) Version 2008.4.1 GP33 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA,
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F Refundable portion of Part | tax
. Canadian-controlled private corporations throughout the tax year

Aggregate investment income 440 X262/3%=

(from Schedule 7)

Foreign non-business income tax credit from line 632 on page 7

Deduct:

Foreign investment income 445 X81/83%=

(from Schedule 7) {if negative, enter "0") b
Amount A minus amount B (if negative, enter "0")

Taxable income from ling 360 on page 3 1,758,516
Deduct:

Amount on line 400, 405, 410, or 425 on page 4,

whichever is the least 89,244

Foreign non-business income tax credit

from line 632 of page 7 X 25/9 =

Foreign business income tax credit from

line 636 of page 7 X3 =

89,244 } 89,244
1,669,272 X 26 2/3% =

Part | tax payable minus investment tax credit refund

{line 700 minus line 780 from page 8) 335,325
Deduct: Corporate surtax from line 600 of page 7 )
Net amount 335,325 b

Refundable portion of Part | tax — Amount C, D, or E, whichever is the feast 450

445,139 D

335,325 E
0F

Refundable dividend tax on hand
Refundable dividend tax on hand at the end of the previous tax year 460
Deduct: Dividend refund for the previous tax year 465

Add the fotal of:
Refundable portion of Part | {ax from line 450 above
Total Part IV tax payable from Schedule 3
Net refundable dividend tax on hand transferred from a predecessor
corporation on amalgamation, or from a wound-up subsidiary
corporation 480

Refundable dividend tax on hand at the end of the tax year - Amount G plus amount H 485

~ Dividend refund
Private and subject corporations at the time taxable dividends were paid in the tax year

Taxable dividends pald in the tax year from line 460 on page 2 of

Schedule 3 400,000 X 1/3

Refundabte dividend tax on hand at the end of the tax year from line 485 above

133,333 !

J

Dividend refund — Amount | or J, whichever is less (enter this amount on line 784 of page 8)

T2 E (08) Version 2008.4.1 GP33 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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r Partltax
Base amount of Part | tax
taxable Income from page 3 (line 360 or amount Z, whichever applies) multiplied by 38% 550 668,236 A
Corporate surtax calcuiation

Base amount from line A above 668,236 1

Deduct:

10% of taxable income (line 360 or amount Z, whichever applies) from page 3 175,852 2

Investment corporation deduction from line 620 below 3

Federal logging tax credit from line 640 below 4

Federal qualifying environmental trust tax credit from line 648 below 5

For a mutual fund corporation or an investment corporation throughout
the tax year, enter amount &, b, or ¢ below on line 6, whichever is the

least:
28% of taxable income from line 360 on page 3 a
28% of taxed capital gains b 6
Part | tax otherwise payable
(line A plus lines C and D minus line F) 335,325 ¢
Total of lines 2 to 6 e 175,862 7
Net amount {line 1 minus line 7) 492,384 8
Corporate surtax*
Number of days in the tax year before
Line 8 492,384 X January 1, 2008 x 4% = 600 B
Number of days in the tax year 366
*The corporate surtax is zero effective January 1, 2008.
Recapture of investment tax credit from Schedule 31 602 C

Calcutation for the refundable tax on the Canadian-controlled private corperation’s (CCPC) investment income
(if it was & CCPC throughout the tax year)

Aggregats investment income from line 440 on page 6 i

Taxable income from line 360 on page 3 1,768,516
Deduct:
Amount on line 400, 405, 410, or 425 of page 4,
whichever is the least 89,244
Net amount 1,669,272 b 1,669,272 ii
Refundable tax on CCPC's investment income — 6 2/3% of whichever is less: amount i or i 604 D
Subtotal (add lines A, B, C, and D) 668,236 E
Deduct:
Small business deduction from line 430 on page 4 o 16,171 9
Federal tax abatement o 608 175,852
Manufacturing and processing profits deduction from Schedule 27 616
Investment corporation deduction . 620
: (taxed capital gains 624 R
Additional deduction — credit unions from Schedule 17 628
Federal foreign non-business income tax credit from Schedule 21 632
Federal foreign business incoma tax credit from Schedule 21 &3
Resource deduction from line 438 on page 4 10
Gonaral tax reduction for CCPCs from amount M on page 5 ... &38 141,888
General tax reduction from amount X on page 5 839
Federal logging tax credit from Schedule 21 o 640
Federal political contribution tax credit o 644
Federal political contributions 646
Federal qualifying environmental trust tax credit 648
investment tax credit from Schedule 31 ) 652
Subtotal 332,911 » 332911 F
Part | tax payable — Line E minus line F 335325 G

Enter amount G on line 700 of page 8.

T2 £ (08) Version 2008.4.1 GP33 - RETAIN ON FILE. DO NOT SUBMIT 70 THE CRA,
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- Summary of tax and credits
| Federal taX

Part | tax payable from page: 7 700 335,325
Part .3 tax payable from Schedule 33, 34, or 35 — 704
Part Il surtax payable from Schedule 46 708
Part 1111 tax payabls from Schedule 55 710
Part |V tax payable from Schedute 3 712
Part IV.1 tax payable from Schedule 43 716
Part VI tax payable from Schedule 38 720
Part V1.1 tax payable from Schedule 43 724
Part XII1.1 tax payable from Scheduls 92 727
Part XIV tax payable from Schedule 20 728
Total federal tax 335,326
Add provincial or territorial tax:

Provincial or territorial jurisdiction 750 ON

(if more than one jurisdiction, enter “multipls” and complete Schedule 5)
Net provincial or territorial tax payable (except Ontario [for tax years ending
before 2009], Quebes, and Alberta) 760
Provinctal tax on large corporations (New Brunswick and Nova Scotia) 765

»

Total tax payable 770 335325 A
Deduct other credits:

Investment tax credit refund from Schedule 31 780
Dividend refund from page 6 784
Federal capital gains refund from Schedule 18 ) 788
Federal qualifying environmental trust tax credit refund 7192
Canadian film or video production tax credit refund (Form T1131) 796
Film or video production services tax credit refund (Form T1177) 97
Tax withheld at source 800
Total payments on which tax has been withheld 801
Provincial and territerial capital gains refund from Schedule 18 808
Provincial and territorial refundable tax credits from Schedule 5 812
Tax instaiments paid 840
Total credits 890 B
Refund Code 894|:] Overpayment Balance (line A minus line B) 335,325 1
Direct Deposit Request ——————— If the result is negative, you have an overpayment.
To have the carporation's refund deposited directly into the corporation’s bank If the result is positive, you have a balance unpaid.
account at a financial institution in Canelida, or to change banking information you Enter the amount on whichever line applies.
ﬁggi save s compi[]et?::;?\gg(i)r:g?;::i:: o 910 Generally, we do not charge or refund a difference of §2 or less.
~ Branch number Balance unpald 335,325
914 918 Enclosed payment 898
Ingtitution number Account number
if the corporation is a Canadian-conitrelied private corporation throughout the tax year,
does it qualify for the one-month extension of the date the balance of tax is due? 896 1 Yes 2No[] NAL]
- Certification
|, 950 Cunningham 951 Stewart 954 Treasurer s
Last name First name Pasition, office or rank

am an authorized signing officer of the corporation. | certify that | have examined this return, including accompanying schedules and
statements, and that the information given on this return is, to the best of my knowledge, correct and complete. | further certify that the
method of calcutating income for this tax year is consistent with that of the previous year except as specifically disclosed in a statement
aftached to this return.

965 2009/04/30 956 (905) 372-2193

Date Signature of the authorized signing officer of the corporation Telephone number
Is the contact person the same as the authorized signing officer? If no, complete the information below. 957 1 Yes|[x 2No]

958 959 ( ) -
Name Telephone numbsr

Language of correspondence - Langue de correspondance
990 Language of choige/Langue de choix 1 English / Anglais 2 Frangais / French 0 J
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ol Gmpreee jgmiree  NETINGOME (LOSS) FOR INCOME TAX PURPOSES Schedule 1

® The purpose of this schedule is to provide a recondiliation between the corporation’s net income (loss) as reported on the financial
statements and its net incoma (loss) for tax purposes. For mora information, see the T2 Corporation Income Tax Guide.

* Please provide us with the applicable details in the identification area, and complete the applicable lines that contain a numbered black box.
You should report amounts in accordance with the Generally Accepted Accounting Principles (GAAP).

* Sactions, subsections, and paragraphs referred to on this schedule are from the Income Tax Act.

Net income (loss) after taxes and extraordinary items per financial statements A 1,047,442
Add:
Provision for income taxes - current 101 557,613
Amortization of tangible assets 104 838,632
Reserves from financial statements - balance at the end of the year 126 257,375
Total of fields 101 to 199 500 1,653,620 b 1,653,620
Deduct: '
Capital cost allowance from Schedule 8 403 698,052
Reserves from financial statements - balance at the beginning of the year 414 244,494
Total of flelds 401 to 499 510 942,546 b 042,546
Net income (loss) for income tax purposes - enter on line 300 on page 3 of the T2 return 1,758,516

T2 SCH 1 E {08) Version 2008.4.1 GP33 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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Canada Customs Agence des douanes
and Revenue Agency et du revanu du Canada

DIVIDENDS RECEIVED, TAXABLE DIVIDENDS PAID,
AND PART IV TAX CALCULATION

Schedule 3

This schedule is for the use of any corporation to report:

- non-taxable dividends under section 83;

- daductible dividends under subsection 138(6);

- taxable dividends deductibie from income under section 112, subsection 113(2) and paragraphs 113(1)(a), (b) or (d); or

- taxable dividends paid for purposes of a dividend refund.

The calculations in this schedule apply only to private or subject corporations.

Parts, sections, subsections, and paragraphs referred to on this schedule are from the federal income Tax Act.

A recipient corporation is connected with a payer corporation at any time in a taxation year, If at that time the recipient corporation:

- controls the payer corporation, other than because of a right referred to in paragraph 251(5)(b); or

- owns more than 10% of tha issued share capital (with full voting rights), and shares that have a fair market value of more than 10% of
the fair market vaiue of all shares of the payer corporation.

If you need more space, continue on a separate schedule.

File one completed copy of this schedule with your T2 Corporation income Tax Return.

For more information, see the sections about Schedule 3 in the T2 Corporation income Tax Guide.

Part 1 - Dividends received during the taxation year
Do not include dividends received from foreign non-affiliates.

A B C D E F
Name of payer corporation Connected? | Dividends | Dividends | Dividends deductible Non-taxable
from foreign | subject to from income under [dividends deductible
source? Part IV tax? |s.112, 113, and 138(8)[ under section 83
200 205 240 230
|

Note: If your corporation's taxation year-end is different than that of the connected payer corporation, your corporation could have received
dividends from more than one taxation year of the payer corporation, If so, use a separate line to provide the information for each taxation

ear of the payer corporation.

Complete if payer corporation Iis connected and a private or subject corporation
G H | J K GRIP/LRIP

Business number Taxation year end of Total taxable Dividend refund of the] Part IV tax before  |Column E| Indicate
the payer corporation dividends connected payer deductions ** deduction| eligible
in which the dividend | paid by connected corporation type [dividends

210 was paid payer corporation 260 270
220 250
! RC 0 0 0

Total non-taxable dividends deductible under section 83
Total dividends deductible from income under sections 112, 113, and 138(6)

** For dividends received from non-connected corporations, Part IV tax = the amount entered in column E x 1/3
For dividends received from connected corporations, do the following calculation: Part IV tax = column E x column J/ column |
Life insurers are not subject io Part 1V tax on subsection 138(6) dividends.
Public corporations (other than subject corporations) do not need to calculate Part IV tax.

Part 2 - Calculation of Part {V tax payable

Part IV tax before deductions (total of column K in Part 1)
Deduct:

Part IV.| tax payable on dividends subject to Part IV tax 320
Subtotal
Deduct:
Current-year non-capital loss claimed to reduce Part IV tax 330
Non-capital losses from previous years claimed to reduce Part 1V tax 335
Current-year farm loss claimed to reduce Part IV tax 340
Farm losses from previous years claimed to reduce Part IV tax 345
Total losses applied against Part IV tax X173 =
Part IV tax payable {enter amount on line 712 of the T2 return) 360 0

T2 SCH 3 {05) Version 2008.4.1 GP33- RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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Part 3 - Taxable dividends paid in the taxation year for purposes of a dividend refund

EB-2011-0250
EXHIBIT 4
Page121 of 265

A

B

c

3]

Name of connected recipient corporation

400

Business number

410

Taxation year end of | Taxable dividends paid to
connected recipient connected corporations

corporation in which the
dividend was received
420

43

0

Town of Cobourg Holdings Inc.

NR

2008/12/31

400,000

RC

Note

Total

400,000

If your corporation's taxation year-end is different than that of the connected recipient corporation, your
corporation could have paid dividends in more than one taxation year of the recipient corporation. If so,
use a separate line to provide the information for each taxation year of the recipient corporation.

Total taxable dividends paid in the taxation year to other than connected corporations

450

Total taxable dividends paid in the taxation year for the purposes of a dividend refund

(total of column D above plus line 450)

460

400,000

Part 4 - Total dividends paid in the taxation year

Complete this part if the total taxable dividends paid in the taxation year for purposes of a dividend refund (line 460 above) Is different

from the total dividends paid in the taxation year,

Deduct:

500

Dividends paid out of capital dividend account 510
Capital gains dividends 520
Dividends paid on shares dascribed in subsection 129(1.2) 530
Taxable dividends paid to a controiling corporation that was bankrupt

540

at any time in the year

Subtotal

Total taxable dividends paid in the taxation year for purposes of a dividend refund

T2 SCH 3 (05) Varsion 2006.4.1 GP33 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA,
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